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ABSTRACT

On November 10, 2004, the United States Trade Representative (USTR) requested that the
U.S. International Trade Commission (Commission) prepare areport under section 332(g)
of the Tariff Act of 1930 (19 U.S.C. 1332(g)) that identifies, for each AGOA-€ligible
country, (1) the major economic sectorswith the greatest potential for growthinexport sales
and (2) domestic and international barriers that impede trade growth in such sectors. In
addition, the USTR requested that the Commission's report identify, to the extent possible,
private-sector initiatives and technical assistance programs that attempt to address such
barriers. The USTR requested that the Commission submit its report no later than
June 30, 2005. Thisstudy isrelated to the 2004 AGOA Acceleration Act (AGOA I11), which
was signed by the President on July 13, 2004. As of June 30, 2005, the 37 AGOA-eligible
countries were: Angola, Benin, Botswana, Burkina Faso, Cameroon, Cape Verde, Chad,
Djibouti, Democratic Republic of the Congo, Ethiopia, Gabon, The Gambia, Ghana, Guinea,
Guinea-Bissau, Kenya, Lesotho, Madagascar, Maawi, Mali, Mauritania, Mauritius,
Mozambique, Namibia, Niger, Nigeria, Republic of the Congo, Rwanda, S8 Tomé and
Principe, Senegal, Seychelles, Sierra Leone, South Africa, Swaziland, Tanzania, Uganda,
and Zambia.

For the purposes of thisstudy, sectorsor products exhibiting potential export growth include
(1) currently exported products with potential for export growth through improved
productivity or product quality; (2) products that reflect a country’s endowment strengths,
but have not been exported in significant quantities; and (3) downstream products of existing
export products. Another avenue for increased exports is diversification or increased
penetration of markets.

Barriersto increasing exports can arise from international and/or domestic policies, aswell
as geographic trade-related and/or regional features. Commission research in selected
AGOA-€dligible countries cited domestic impediments (e.g., infrastructure, utilities, and
domestic trade policy) as the major barriers to increased exports. Hence, in this report, the
examination of barriers that limit export growth focus primarily on domestic barriers and
impediments.

The identification of potential export products or sectors and domestic and international
barriersor impedimentsis based on statistical analysis of export data (revealed comparative
advantage analysis and market concentration measures); information obtained from
fieldwork in selected AGOA -€ligible countries; business environment, economic freedom,
and infrastructure indicators; and public sources. This information was also supplemented
with areview of primary and secondary sources. The 37 AGOA-€ligible countrieshave been
categorized into 9 country groups based on similar export patterns.
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EXECUTIVE SUMMARY

On November 10, 2004, the United States Trade Representative (USTR) requested that the
U.S. International Trade Commission (Commission) prepare areport under section 332(g)
of the Tariff Act of 1930 (19 U.S.C. 1332(g)) that identifies, for each African Growth and
Opportunity Act (AGOA)-€ligible country, (1) the major economic sectorswith the greatest
potential for growth in export sales and (2) domestic and international barriersthat impede
trade growth in such sectors. In addition, the USTR requested that the Commission's report
identify, to the extent possible, private-sector initiatives and technical assistance programs
that attempt to address such barriers. The USTR requested that the Commission submit its
report no later than June 30, 2005. Thisstudy isrelated to the 2004 AGOA Acceleration Act
(AGOA I11), which was signed by the President on July 13, 2004. Section 9 of AGOA 111
directsthe President to conduct astudy on each AGOA-€ligible sub-Saharan African (SSA)
country, which (1) identifies economic sectors with the greatest potential for growth, (2)
identifies domestic and international barriersthat are impeding growth in such sectors, and
(3) makes recommendations on how the U.S. government and the private sector can provide
technical assistance to these countries to assist in both dismantling such barriers and in
promoting investment in such sectors. There are 48 sub-Saharan African (SSA) countries,
of which 37 are AGOA-dligible. Asof June 30, 2005, the 37 AGOA-€eligible countrieswere:
Angola, Benin, Botswana, Burkina Faso, Cameroon, Cape Verde, Chad, Djibouti,
Democratic Republic of the Congo, Ethiopia, Gabon, The Gambia, Ghana, Guinea,
Guinea-Bissau, Kenya, Lesotho, Madagascar, Malawi, Mali, Mauritania, Mauritius,
Mozambique, Namibia, Niger, Nigeria, Republic of the Congo, Rwanda, Sdo Tomé and
Principe, Senegal, Seychelles, Sierra Leone, South Africa, Swaziland, Tanzania, Uganda,
and Zambia.

The Commission employed multiple approachesin addressing the USTR’ srequest. Thelist
of identified potential export sectorsand domestic and international barriersprovidedinthis
report is based on Commission research, including fieldwork to selected AGOA-€ligible
countries. For the purposes of this study, sectors or products exhibiting potential export
growth include: (1) existing exported products that a country could increase through
improved productivity or product quality; (2) products that reflect a country’ s endowment
strengths, but have not been exported in significant quantities; and (3) productsthat represent
downstream processing of existing export products.

The identification of potential export products or sectors and domestic and international
barriers or impedimentsis based on statistical analysis of export data, information obtained
from fieldwork in selected AGOA-€ligible countries, and public sources. Given that the
greatest potentia for increased exports for many AGOA-eligible countriesisin currently
exported products, the country profiles discuss exports at the aggregated (2-digit level) and
disaggregated (4-digit) levels, aswell as significant trendsin these exports. These dataform
thebasi sfor therevea ed comparative advantage analysisand market concentration measures
in identifying potential export sectors and products. Information on domestic and
international barriersto exportswascompiled from avariety of sources, includingtheWorld
Bank “Doing Businessin 2005" survey, the Heritage Foundation “ 2005 index of Economic
Freedom Database,” and the World Bank “World Development Indicators’ database. The
U.S. Trade Representative did not specify the types of barriers or impediments the
Commission should consider in itsresearch. Rather, the barriers and impediments reported
reflect the concerns raised by the exporters, governments, and other sector participants.
Therefore, not all reported barriers or impedimentsapply equally to all countriesand sectors
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and some reported barriers or impediments may not, in fact, limit export growth for a
particular sector.

The information on barriers included in this report reflects the views of industry,
government, and other sources asto what they perceiveto bethe greatest impedimentsto the
ability of AGOA-€ligible countries to increase exports. Such barriers may result from a
number of sources, including international and/or domestic policiesand from geographic or
regional features. The Commission has defined international barriers to include factors
within each AGOA-€eligible country that impede export growth. As discussed further in
chapter 1, international barriers, which can beimposed by either the exporting or importing
country, directly affect thetermson whichinternational transactionstake place. I nternational
barriers reported to the Commission include, for example, tariffs, quotas, tariff-rate quotas,
and export taxes. Domestic barriers can affect exports by raising the cost of production.
Domestic barriers reported to the Commission include, for example, labor market policies,
domestic price regulation, certain business regulations, and inability to meet international
standards. Commission research in selected AGOA-€ligible countries, especialy through
interviews of company, association, and government representatives, as well as secondary
sources, indicates that domestic barriers represent the greatest impediment to increasing
AGOA-€ligible country exports. Hence, in thisreport, the examination of barriersthat limit
export growth focuses primarily on domestic barriers and impediments.

Primary researchinvolved gathering information through fiel dwork, stakehol der interviews,
and communication with the U.S. Department of State, including U.S. Embassiesin the 37
countries. Fieldwork in 11 AGOA-€ligible countries (Botswana, Cameroon, Malawi, Mali,
Mauritius, Mozambique, Senegal, South Africa, Tanzania, Uganda, and Zambia) was
conducted to obtai ninformation fromin-country businesses, private-sector associations, and
multinational companiesregarding potential export sectors and products, aswell asbarriers
and impediments encountered in exporting from SSA. Commission staff also interviewed
African government officials regarding these topics, as well as efforts they have made to
support and expand exports. In addition, Commission staff interviewed African government
representatives in the United States, as well as officials of associations that are regularly
involved in SSA trade-related issues, including the Africa Coalition for Trade. Secondary
sources included publications from various U.S. government agencies, international
organizations, and research institutions that deal with SSA trade-related issues.

In addition to the three elements discussed earlier, export growth may also result from
market diversification or from further penetration of existing export markets. For example,
China's growing demand for natural resources such as petroleum, timber, cotton, and
minerals and metals has benefitted African countries exporting these products.
Predominantly agricultural commodity-exporting countries could increase exports by
shipping to developing and emerging economies which have been identified as potential
markets for raw agricultural commodities, minimally processed products, and light-
manufactured items. For the most part, exports of high-value horticulture, floriculture, or
organic agricultural products have typically targeted markets in the European Union and
United States.

The 37 AGOA-€ligible countries have been categorized into 9 country groups based on
similaritiesin export patterns. Table ES-1 provides asummary of Commission findings for
each of the 37 AGOA-€ligible countries with regard to sectors with the greatest export
growth potential, domestic barriers, and international barriers.
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Table ES-1
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Petroleum-exporting countries.—These predominantly petroleum-exporting countries are located on the Atlantic coast. Their GDPs range from $3.5 billion (Republic of the
Congo) to $50.2 billion (Nigeria). These countries' petroleum reserves are predominantly offshore, and there is a varying level of refining capacity in each country. Cameroon's
exports are the most diversified, and include, in addition to petroleum, wood, bananas, cocoa, aluminum, cotton, coffee, and natural rubber. Republic of the Congo and Gabon
also export wood, and Angola and the Republic of the Congo export diamonds. Agriculture is important in Nigeria, accounting for nearly one-third of GDP and a major share of
employment.

Angola Leading Export Sectors * Energy-related, including crude petroleum

Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including fish, coffee, and wood
i Export Growth Potential : Energy-related, including liquified natural gas
: Services, including transportation servi

i Reported Domestic i « Governance, including political instability

i Barriers and Impediments i « Infrastructure, including poor roads and railways

i « Uncertain business environment, including institutional weakness, lack of a skilled workforce necessary to diversify into
H H more skill-intensive sectors, high cost of capital, and difficulties obtaining business permits

Reported International * Geographic trade-related barriers, including regional instability

i Barriers and Impediments  ;

Cameroon Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including hardwood lumber and logs, bananas, cocoa, and cotton
H i+ Energy-related, including petroleum
Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including hardwood lumber and wood products, bananas, cocoa,
i Export Growth Potential cotton, coffee, and processed fruits and vegetables

i » Energy-related, including downstream petroleum products
i« Manufacturing, including light industrial products
* Minerals and metals, including aluminum
H i+ Services, including tourism
Reported Domestic « Governance, including lack of government and judicial transparency
: Barriers and Impediments : « Infrastructure, including inadequate rural roads, lack of electricity and fixed line telecommunications network, and lack of
; ; a deep-water port
i« Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
* Uncertain business environment, including high cost of capital, low volume capacity, and lack of global business
: management knowledge
i Reported International i « Nontariff measures, including standards and developed-country agriculture support programs
i Barriers and Impediments { « Tariffs, including tariff peaks and tariff escalation
i » Geographic trade-related barriers, including certification necessary for direct flight access to potential markets and few
: direct flights

Gabon Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including logs and timber
: i » Energy-related, including petroleum
Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including lumber and wood products, seafood, and palm oil
i Export Growth Potential i » Energy-related, including petroleum
: i« Minerals and metals, including manganese
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Petroleum-exporting countries.—Continued

Gabon-Cont. Reported Domestic « Governance, including lack of government transparency
i Barriers and Impediments ; « Infrastructure, including inadequate and poorly maintained road network
; i« Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors and low funding for education

Reported International » Geographic trade-related barriers, including few direct regional and international flights to potential markets
: Barriers and Impediments  :
Nigeria Leading Export Sectors * Energy-related, including petroleum and liquified natural gas
Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including cocoa, cashews, sesame, shrimp and prawns, and leather

i Export Growth Potential i« Energy-related, including petroleum and liquified natural gas
i i« Manufacturing, including leather products
i« Minerals and metals, including tantalum and niobium
{ Reported Domestic i « Governance, including pervasive unofficial payments
Barriers and Impediments  Infrastructure, including inadequate road and rail networks and port facilities and high cost of utilities
; i+ Labor, including labor market rigidity and lack of skilled labor necessary to diversify into more skill-intensive sectors
i « Regulatory, including lack of government transparency in development and implementation of regulations and
; burdensome regulations
» Trade policy, including export taxes and high import tariffs
H i+ Uncertain business environment, including limited access to capital, high cost of inputs, and distorted exchange rate
Reported International » Nontariff measures, including changing regulations in EU markets
i Barriers and Impediments  ;

Republic of the Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including wood and wood products
Congo : i+ Energy-related, including petroleum
Sectors with Greatest i « Energy-related, including petroleum and electricity
Export Growth Potential * Manufacturing, including processed wood products
i » Minerals and metals, including magnesium and gold
Reported Domestic « Governance, including internal insecurity
Barriers and Impediments i < Infrastructure, including inadequate road network and port facilities
i « Regulatory, including burdensome regulations and limited contract enforcement
i « Trade policy, including high import tariffs
* Uncertain business environment, including high cost of inputs, high cost and limited supply of credit, and high cost of
: utilities

i Reported International » Nontariff measures, including sanitary and phytosanitary standards
i Barriers and Impediments
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Predominantly mineral-exporting countries.—With the exception of Guinea, which is in western Africa, these countries are in south-central Africa. Their GDPs range from
$3.6 billion (Guinea) to $7.4 billion (Botswana). The products mined in these countries include aluminum, copper, nickel, cobalt, and diamonds. Democratic Republic of the
Congo and Guinea also export petroleum, and agricultural exports are important to Botswana (beef), Guinea (fish), and Zambia (cotton, tobacco, and sugar).

Botswana Leading Export Sectors * Minerals and metals, including diamonds
Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including beef, ostrich products, and hides and skins
Export Growth Potential » Manufacturing, including glass and jewelry
: * Minerals and metals, including gold, base metals, and diamonds
H i * Services, including tourism and financial services outsourcing
Reported Domestic i« Infrastructure, including high utility costs and supply constraints, insufficient telecommunications infrastructure, and high
i Barriers and Impediments transportation costs
H « Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
* Regulatory, including restrictive labor laws, land lease restrictions, and restrictive industry structure
» Uncertain business environment, including low-volume production capacity
Reported International * Nontariff measures, including standards
i Barriers and Impediments * Geographic trade-related barriers, including regional instability, land-locked status that requires use of neighboring
: country infrastructure, distance to current or potential markets, and regional infrastructure constraints
Democratic Leading Export Sectors » Energy-related, including petroleum and hydroelectricity

Republic of the
Congo

Minerals and metals, including diamonds

Sectors with Greatest
i Export Growth Potential

i Reported Domestic
i Barriers and Impediments

Agriculture, forestry, fisheries, and agroprocessing, including coffee
Energy-related, including hydroelectricity
Minerals and metals, including cop di

Governance, including political instability, lack of transparency, and lack of government control over coffee- and mineral-
producing territories

Infrastructure, including inadequate road, port, and telecommunications networks

Uncertain business environment, including collapse of banking system, insecure property rights, difficulties starting a
business, and difficulties enforcing contracts

i Reported International
i Barriers and Impediments

Nontariff measures, including standards
Geographic trade-related barriers, including regional conflicts and costly air freight

Guinea

Leading Export Sectors

Sectors with Greatest
Export Growth Potential

i Reported Domestic
i Barriers and Impediments

Agriculture, forestry, fisheries, and agroprocessing, including fish, cocoa, coffee, and natural rubber
Energy-related, including crude petroleum
Minerals and metals, including alumi

Agriculture, forestry, fisheries, and agroprocessing, including frozen and processed fish, cocoa beans, mangoes,
pineapples, and cashews

Minerals and metals, including iron ore; aluminum ores, concentrates, and oxides; diamonds; copper ores and
concentrates; and gold

Governance, including lack of transparency

Infrastructure, including poor roads and ports, high utility costs, and insufficient telecommunications infrastructure
Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors

Regulatory, including restrictive regulatory framework

Trade policy, including delays in value-added tax refunds




Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Predominantly mineral-exporting countries.—Continued

Guinea—Cont. Reported International e Tariffs, including EU tariffs on agricultural products
i Barriers and Impediments i ¢ Geographic trade-related barriers, including regional instability and regional road taxes

Zambia Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including cotton and tobacco

; i » Minerals and metals, including copper and cobalt

Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including horticulture and floriculture products, cereal flours, maize,

i Export Growth Potential honey, coffee, and logs

H i « Energy-related, including electricity
* Manufacturing, including leather products, textile and apparel, and handicrafts

H i » Minerals and metals, including copper, gemstones, niobium, and tantalum

Reported Domestic » Infrastructure, including inadequate road and railway networks, and high cost of telecommunications

i Barriers and Impediments : e Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors

i i « Trade policy, including high import tariffs
« Uncertain business environment, including high inflation rates, high cost of utilities, burdensome regulations, high cost of
: capital, outdated technolo nd high tax rates

i Reported International i « Nontariff measures, including rules of origin and developed-country support programs

i Barriers and Impediments { « Tariffs, including high tariffs in regional markets

i « Geographic trade-related barriers, including land-locked status necessitating use of neighboring country infrastructure
: and regional instability
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Moderately mineral-exporting countries.—These countries are not geographically close together, and they have a wide range of GDPs, from $793 million (Sierra Leone) to
$159.9 billion (South Africa). While they export a significant amount of minerals and metals, their export base is diversified. For example, agricultural exports are important to

Mozambique (crustaceans), Rwanda (coffee), and Sierra Leone (cocoa), and South Africa exports a number of manufactured products, including motor vehicles. All of these

countries, with the exception of Sierra Leone, export significant amounts of fossil fuels.

Agriculture, forestry, fisheries, and agroprocessing, including coffee and tea

Mozambique Leading Export Sectors i « Agriculture, forestry, fisheries, and agroprocessing, including seafood
H i » Minerals and metals, including aluminum
Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including seafood, fresh fruits and vegetables, and cut flowers
i Export Growth Potential » Energy-related, including electricity
i » Manufacturing, including wood products
* Minerals and metals, including aluminum and titanium
H i+ Services, including tourism
Reported Domestic * Governance, including inefficient judicial system and domestic security issues
i Barriers and Impediments  Infrastructure, including lack of paved roads, high transportation costs, high utility costs, inadequate transportation
i infrastructure, and inadequate electrical supply
» Labor, including low labor productivity and lack of skilled labor necessary to diversify into more skill-intensive sectors
* Regulatory, including burdensome corporate laws, complex and restrictive labor laws, land rights issues, and customs
delays
« Trade policy, including delays in value-added tax refunds
* Uncertain business environment, including low-volume production capacity, lack of standards capacity, and outdated
H H technologies
Reported International : « Nontariff measures, including standards, developed-country agricultural policies, and rules of origin
: Barriers and Impediments
Niger Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including livestock and fresh vegetables
: * Minerals and metals, including uranium
Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including livestock, meat, gum arabic, and sesame
i Export Growth Potential » Energy-related, including crude petroleum, coal, and electrical power
: * Minerals and metals, including gold and phosphate
Reported Domestic  Infrastructure, including poor roads and inadequate communications infrastructure
Barriers and Impediments » Labor, including low literacy rate, lack of skilled labor necessary to diversify into more skill-intensive sectors, and lack of
managerial training
» Trade policy, including taxes on all exports except minerals and burdensome export procedures.
Reported International * Nontariff measures, including standards, developed-country agriculture support programs, and middle-income country
i Barriers and Impediments support programs
» Geographic trade-related barriers, including land-locked status necessitating use of neighboring country infrastructure
Rwanda Leading Export Sectors .

Sectors with Greatest
i Export Growth Potential

Minerals and metals, includ

nd tungsten

t Id, colt

Agriculture, forestry, fisheries, and agroprocessing, including coffee, tea, fruit, and fish
Manufacturing, including textiles and apparel and downstream chemicals

Minerals and metals, including tin, gold, beryllium, kaolin, and peat

Services, including tourism
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Moderately mineral-exporting countries.—Continued

Rwanda—Cont. Reported Domestic « Governance, including lack of security
i Barriers and Impediments : ¢ Infrastructure, including limited railroad network and dilapidated road network
H i « Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
* Uncertain business environment, including limited technology use, limited access to credit, high cost of utilities, and
H H burdensome regulations and bureaucracy
Reported International * Nontariff measures, including rules of origin
i Barriers and Impediments : ¢ Geographic trade-related barriers, including land-locked status necessitating access to neighboring country infrastructure

Sierra Leone Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including cocoa
H i » Minerals and metals, including diamonds, bauxite, and rutile
Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including cocoa and cocoa-based products and fish
i Export Growth Potential i « Energy-related, including petroleum and gas
i i « Manufacturing, including jewelry
i « Minerals and metals, including diamonds, bauxite, rutile, and iron
Services, including touris

! Reported Domestic i « Governance, including lack of judicial transparency and domestic security issues
Barriers and Impediments  Infrastructure, including congested and inefficient port and impassable rural roads
; i+ Labor, including low literacy rate, lack of skilled labor necessary to diversify into more skill-intensive sectors, and lack of
; managerial training
i « Regulatory, including burdensome agricultural-sector and domestic trucking regulations
» Uncertain business environment, including volatile exchange rate; relatively high rates of inflation; extensive business
i start-up, licensing, and registration procedures and costs; outdated technology; and low-volume production capacity
i Reported International i o Tariffs, including tariff peaks on footwear and apparel products
Barriers and Impediments » Geographic trade-related barriers, including international security risk or regional instability, certification necessary for
: : direct flight access to potential markets, and lack of direct flights

South Africa Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including citrus fruit and wine
: i « Energy-related, including coal
i « Manufacturing, including motor vehicles
i Minerals and metals, including platinum-group metals, diamonds, and gold
Services, including financial services and touri

i Sectors with Greatest i« Agriculture, forestry, fisheries, and agroprocessing, including fresh fruits and vegetables, canned and processed food,
Export Growth Potential cut flowers, wine, and ostrich products
: i » Manufacturing, including motor vehicles, engines, and parts
i » Minerals and metals, including ores and concentrates, precious and semiprecious stones, wrought forms of tin, and
; alloys
» Services, including information and communication technologies, business process outsourcing, tourism, and feature
: and commercial film
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Table ES-1—Continued

Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Moderately mineral-exporting countries.—Continued

South Reported Domestic .
Africa—Cont. i Barriers and Impediments  § ¢

i Reported International S
i Barriers and Impediments

Governance, including difficulties with organized crime

Infrastructure, including congested and inefficient ports and poor road and rail infrastructure

Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors, immigration policies, and
rigid labor laws

Regulatory, including Broad-Based Black Economic Empowerment rules and mining legislation that has slowed foreign
direct investment, burdensome agricultural-sector regulations, inefficient passenger aviation system for tourism

Trade policy, including export control and licensing requirements

Uncertain business environment, including volatile exchange rate, limited access to finance for small, medium, and micro
enterprises, low-volume production capacity, lack of confidence to invest in expanding output, and lack of export market
knowledge

Nontariff measures, including standards, bans on imports of certain products, difficulties with foreign customs
procedures, and developed-country and middle-income country agricultural support programs

Tariffs, including tariff peaks in certain markets

Geographic trade-related barriers, including regional road fees, difficulties in transporting products that require careful
handling or refrigeration, and lack of direct flights to certain markets




Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Cotton-exporting countries.—These four countries share the semiarid grassland and woodland climate of the Sahel region of West Africa in at least part of their territory. Their
GDPs range from $2.6 billion (Chad) to $4.3 billion (Mali). Exports other than cotton that are typical of these countries include cashews, cigarettes, oilseeds, oil cakes, and goat
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leather.

Benin

Leading Export Sectors

Sectors with Greatest
i Export Growth Potential

i Reported Domestic
i Barriers and Impediments

i Reported International
i Barriers and Impediments

Agriculture, forestry, fisheries, and agroprocessing, including cotton

Agriculture, forestry, fisheries, and agroprocessing, including cotton, cashews, and leather
Energy-related, including petroleum

Manufacturing, including yarn and textiles

Minerals and metals, including gold, phosphates, iron ore, marble, and clay

Governance, including lack of government and judicial transparency

Infrastructure, including unreliable electricity, telecommunications, and water; and inadequate rural roads

Labor, including labor force rigidity

Regulatory, including burdensome labor laws

Uncertain business environment, including volatile exchange rate, relatively high rates of inflation, and lack of capital

Nontariff measures, including developed-country agriculture support programs
Tariffs, including tariff peaks on textiles

Burkina Faso

Leading Export Sectors

Sectors with Greatest
i Export Growth Potential

i Reported Domestic
i Barriers and Impediments

i Reported International
i Barriers and Impediments

Agriculture, forestry, fisheries, and agroprocessing, including cotton, livestock, and hides and skins

Agriculture, forestry, fisheries, and agroprocessing, including shea butter
Manufacturing, including cotton yarn and handicrafts

Minerals and metals, including gold

Services, including tourism

Infrastructure, including inadequate transport infrastructure, inefficient railway operations, and high transportation and
utility costs

Labor, including low literacy and life expectancy rates and lack of skilled labor necessary to diversify into more skill-
intensive sectors

Uncertain business environment, including outdated technologies, employment market rigidity, and high business
operating costs

Nontariff measures, including developed-country agriculture support programs
Geographic trade-related barriers, including land-locked status necessitating use of neighboring country infrastructure

Chad

Leading Export Sectors

Sectors with Greatest
i Export Growth Potential

i Reported Domestic
i Barriers and Impediments

Agriculture, forestry, fisheries, and agroprocessing, including cotton and gum arabic
Energy-related, including petroleum

Agriculture, forestry, fisheries, and agroprocessing, including cattle, cotton, gum arabic, onions, shallots, and garlic
Energy-related, including petroleum
Manufacturing, including textiles

Governance, including lack of judicial transparency and domestic security issues

Infrastructure, including lack of paved roads and railroads

Labor, including low literacy rate and lack of skilled labor necessary to diversify into more skill-intensive sectors
Regulatory, including burdensome agricultural-sector regulations and domestic trucking regulations

Uncertain business environment, including extensive business start-up, licensing, and registration procedures, and
associated costs




Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Cotton-exporting countries.—Continued

Chad—-Cont. Reported International * Nontariff measures, including developed-country cotton support programs
i Barriers and Impediments i - Geographic trade-related barriers, including land-locked status necessitating use of neighboring country infrastructure,
: : certification requirements for direct flight access to potential markets, and lack of direct flights

Mali Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including cotton and livestock
i i« Minerals and metals, including gold
i Sectors with Greatest i« Agriculture, forestry, fisheries, and agroprocessing, including cotton, cereals and grains, fruits and vegetables, processed
i Export Growth Potential food, and livestock
i i » Minerals and metals, including gold
i« Services, including tourism
! Reported Domestic i « Governance, including high levels of government intervention in the economy and limited property rights
Barriers and Impediments  Infrastructure, including inadequate and expensive transportation costs and high utility costs
: i+ Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
i « Regulatory, including labor market rigidity
i « Trade policy, including high import tariffs
« Uncertain business environment, including high cost to start a business, high cost of capital, and technical inability to
H i meet sanitary and phytosanitary requirements
Reported International « Geographic trade-related barriers, including land-locked status necessitating use of neighboring country infrastructure
i Barriers and Impediments  § and regional instability disrupting export outlets
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Fisheries-exporting countries.—These countries all have access to ocean resources, four in the north Atlantic ocean, one in the south Atlantic, and one in the Indian Ocean.
Their GDPs range from $53.7 million for S&o Tomé and Principe to $9.9 billion for Tanzania. Nonfisheries exports for these countries include iron ore (Mauritania), coffee

(Tanzania), cocoa (S&o Tomé and Principe), and shipping services (The Gambia and Senegal).

Sectors with Greatest
i Export Growth Potential

The Gambia Leading Export Sectors Agriculture, forestry, fisheries, and agroprocessing, including groundnuts and fish
; Services, including touris| d
Sectors with Greatest Agriculture, forestry, fisheries, and agroprocessing, including groundnut products, fish, flowers, fruits, and vegetables
Export Growth Potential Energy-related, including offshore petroleum
: Manufacturing, including textiles and ceramic tiles
H i Services, including tourism and re-exports
Reported Domestic Governance, including domestic security
i Barriers and Impediments Infrastructure, including poor roads and inadequate telecommunications
; Trade policy, including coffee export tax, inefficient export processing zone incentives, and delays in value-added tax
refunds
Uncertain business environment, including extensive business start-up, licensing, and registration procedures and costs;
H H outdated technology; and low-volume production capacity
Reported International Nontariff measures, including standards
i Barriers and Impediments Geographic trade-related barriers, including international security risk and regional instability
Mauritania Leading Export Sectors Agriculture, forestry, fisheries, and agroprocessing, including fisheries products
: Minerals and metals, including iron ore
Sectors with Greatest Agriculture, forestry, fisheries, and agroprocessing, including fisheries products
Export Growth Potential Energy-related, including crude petroleum
: Minerals and metals, including diamonds
H H Services, including tourism
Reported Domestic Infrastructure, including poor and deteriorating roads
i Barriers and Impediments Labor, including low literacy rate, lack of skilled labor necessary to diversify into more skill-intensive sectors, and lack of
H managerial training
Uncertain business environment, including difficulties with respect to contract enforcement and obtaining credit and
H H costly water and energy
Reported International Nontariff measures, including standards, testing, and technical requirements
: Barriers and Impediments Tariffs, including high regional tariffs
Namibia Leading Export Sectors Agriculture, forestry, fisheries, and agroprocessing, including fresh and processed meat and fish

Manufacturing, including textiles and apparel
Minerals and metals, including diamonds, uranium oxide, and unprocessed minerals

Agriculture, forestry, fisheries, and agroprocessing, including fresh and processed meat and fish
Manufacturing, including textiles and apparel
Minerals and metals, including diamonds, uranium oxide, and unprocessed minerals
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Fisheries-exporting countries.—Continued

Namibia—Cont. { Reported Domestic i « Governance, including state ownership of water, electricity, telecommunications, and air transport
Barriers and Impediments  Infrastructure, including frequent transport bottlenecks
: i+ Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors and low productivity
i » Regulatory, including royalties and differential tax rates on natural resources, quota entitiement and total allowable catch
: levels in fisheries, and control boards
» Trade policy, including export control and licensing requirements and customs inefficiencies
i+ Uncertain business environment, including standards capacity
i Reported International i « Nontariff measures, including quality and standards requirements, customs requirements, and developed-country
Barriers and Impediments agricultural programs
: i+ Tariffs, including tariffs on some agricultural products

Sao Tomé and Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including cocoa
T

Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including cocoa, cocoa products, coffee products, and fish
Export Growth Potential :

Energy-related, including crude petroleum
Services, including tourism and logistics se

i Reported Domestic » Governance, including domestic political instability

i Barriers and Impediments : < Infrastructure, including insufficient transportation infrastructure and utility constraints

: i« Labor, including a small labor pool and lack of skilled labor necessary to diversify into more skill-intensive sectors
i « Regulatory, including inability to own land
* Uncertain business environment, including low-volume production capacity and outdated or inefficient agricultural

i i technologies
Reported International » Geographic trade-related barriers, including additional costs of air transport associated with island status
i Barriers and Impediments  §
Senegal Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including fish and crustaceans and peanut and peanut oils

* Minerals and metals, including phosphates
i+ Services, including tourism
Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including fish and crustaceans, peanut and peanut oils, fresh fruits
Export Growth Potential and vegetables, and processed food products
: i « Energy-related, including petroleum
H i+ Services, including tourism and information technology
Reported Domestic  Infrastructure, including degrading railway and road networks and insufficient port facilities
i Barriers and Impediments : e Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors, especially with respect to
i i business management skills
i » Regulatory, including labor market rigidity and burdensome business regulations
H i+ Uncertain business environment, including high cost to start, register, and run a business; and high production costs
Reported International » Geographic trade-related barriers, including certification necessary for direct flight access to potential markets
i Barriers and Impediments




Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Fisheries-exporting countries.—Continued

Tanzania i Leading Export Sectors i« Agriculture, forestry, fisheries, and agroprocessing, including fish and coffee
i i » Minerals and metals, including gold
H i+ Services, including tourism
Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including fish, coffee, spices, horticulture and floriculture products,
i Export Growth Potential and processed and packaged food
; i « Energy-related, including petroleum
i « Manufacturing, including textiles and apparel, processed wood products, and leather products
i » Minerals and metals, including gold
H i+ Services, including tourism
Reported Domestic » Infrastructure, including an inadequate port and poor road and rail networks
i Barriers and Impediments { « Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
: i « Regulatory, including excessive regulations, especially in the agriculture and mineral sectors
i« Trade policy, including high import tariffs and export taxes
* Uncertain business environment, including high cost of capital, inputs, utilities, and transport; lack of export market
: knowledge; and lack of technical capacity to meet international standards

Reported International i » Geographic trade-related barriers, including lack of direct flights to U.S. market
i Barriers and Impediments
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Table ES-1—Continued

Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Coffee, tea, and spice-exporting countries.—These three countries are geographically similarly situated (East Africa) and have similar elevated semiarid regions along the Rift
Valley suitable for coffee production. Although Ethiopia and Uganda have similar GDPs ($6.6 billion and $6.2 billion, respectively), Kenya's GDP is more than the other two
countries combined, at $13.8 billion. Exports other than coffee, tea, and spices include cut flowers; oilseeds, leather, and precious metals (Ethiopia); petroleum, legumes, and

apparel (Kenya); and fish, tobacco, cotton, and hides (Uganda).

Ethiopia i Leading Export Sectors
Sectors with Greatest
i Export Growth Potential

i Reported Domestic
i Barriers and Impediments

Reported International
i Barriers and Impediments

Agriculture, forestry, fisheri

i« Agriculture, forestry, fisheries, and agroprocessing, including coffee, animal-related products, and horticultural products
i « Energy-related, including hydropower and geothermal energy

» Manufacturing, including textiles and apparel, leather goods, and jewelry

i ¢ Services, including tourism, air transportation, and publishing

» Governance, including lack of transparency, social instability, civil unrest, famine, and population displacement

i « Infrastructure, including inadequate roads and telcommunications systems

i o Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors

i « Trade policy, including high tariffs on inputs

» Uncertain business environment, including structural issues in the banking sector, lack of market information, limited

technology, and limited access to finance

* Nontariff measures, including agricultural support programs and standards
i+ Tariffs, including peaks in agricultural tariffs

Kenya Leading Export Sectors

i Sectors with Greatest
: Export Growth Potential

i Reported Domestic
i Barriers and Impediments

i Reported International
: Barriers and Impediments

« Agriculture, forestry, fisheries, and agroprocessing, including coffee, tea, and cut flowers
i « Energy-related, including refined petroleum products
i« Services, including tourism

« Agriculture, forestry, fisheries, and agroprocessing, including coffee, tea, cut flowers, fresh fruit, and pyrethrum
i« Services, including tourism

i « Governance, including lack of transparency in government procurement and lack of security
i+ |Infrastructure, including poor roads, poor railways, unreliable electrical power, and inadequate telecommunications

network

* Regulatory, including lack of regulatory transparency and onerous customs procedures
i » Trade policy, including high tariffs and export taxes on hides, skins, and scrap metal
i« Uncertain business environment, including high taxes, lack of security, and large informal economy

Uganda Leading Export Sectors

Sectors with Greatest
Export Growth Potential

Reported Domestic
i Barriers and Impediments

i« Agriculture, forestry, fisheries, and agroprocessing, including coffee, fish, vanilla, cut flowers, and tobacco
i « Energy-related, including petroleum

* Minerals and metals, including cobalt and gold

i« Services, including tourism

i « Governance, including lack of judicial and tax transparency and lack of security

 Infrastructure, including inefficiencies in utilities and transportation

i » Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors and low labor productivity
i « Regulatory, including inefficient customs procedures

i « Trade policy, including coffee export tax and weak export institutional framework

Uncertain business environment, including high cost of capital, lack of technology, outdated equipment, lack of market
information, and lack of scale i
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Coffee, tea, and spice-exporting countries.—Continued

Uganda—Cont. Reported International * Nontariff measures, including customs procedures and valuations, standards and labeling requirements, and agricultural
i Barriers and Impediments support programs
H i« Tariffs, including high tariffs in agricultural products
» Geographic trade-related barriers, including land-locked status necessitating use of poor regional road networks and
i inadequate rail and air transport
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Other agriculture-exporting countries.—These countries are located in western and southern sub-Saharan Africa, and export a range of agricultural products. Their GDPs
range from $235.7 million (Guinea-Bissau) to $7.7 billion (Ghana). Other important exports include aluminum and wood (Ghana); petroleum (Guinea-Bissau); sugar, tea, and
apparel (Malawi); and apparel and citrus (Swaziland).

Ghana Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including cocoa and processed cocoa products, wood products, and
: pineapples
i « Manufacturing, including wood products and fish products
* Minerals and metals, including gold, bauxite and aluminum products, and manganese
H i+ Services, including tourism
Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including fresh cut flowers, processed cocoa products, and fresh and
i Export Growth Potential processed fruits and vegetables
H i « Manufacturing, including ceramics, cosmetics, electrical equipment, handtools, and jewelry
* Minerals and metals, including diamonds and downstream aluminum products
i i * Services, including tourism, diamond cutting and polishing, and offshore data processing
Reported Domestic « Infrastructure, including congested ports, inadequate and insufficient road network, unreliable energy supply, and an
i Barriers and Impediments undercapitalized tourism sector with a shortage of hotels
; i o Labor, including shortage of certain skilled labor necessary to diversify into more skill-intensive sectors
i « Regulatory, including complex land tenure system
« Trade policy, including delays in drawback and value-added tax refunds
: « Uncertain business environment, including lack of domestic credit
i Reported International i « Nontariff measures, including sanitary and phytosanitary measures and developed-country agriculture support programs
Barriers and Impediments » Tariffs, including tariffs assessed by ECOWAS members on exports that should be duty free
i i » Geographic trade-related barriers, including poor road connections with neighbors

Guinea-Bissau Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including cashews and fish and crustaceans

Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including cashews, mangoes, cotton, downstream products of
i Export Growth Potential :

existing exports such as processed cashews or fish, and processed wood products
Energy-related, including petroleum

Reported Domestic » Governance, including internal instability
i Barriers and Impediments : « Infrastructure, including expensive and inadequate utilities and destroyed road network
: i« Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
i « Regulatory, including burdensome regulations and limited property rights
» Uncertain business environment, including high cost and limited access to capital and lack of testing and documentation
H H capacity to meet standards requirements
Reported International  Tariffs, including high tariffs on fish in export markets
: Barriers and Impediments  :
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Other agriculture-exporting countries.—Continued

Malawi Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including tobacco, sugar, and tea
H i » Manufacturing, including apparel
Sectors with Greatest i« Agriculture, forestry, fisheries, and agroprocessing, including cotton, coffee, macadamia nuts, groundnuts and
i Export Growth Potential associated oils, fruit juices, cut flowers, and paprika
H * Manufacturing, including textiles and apparel
* Minerals and metals, including bauxite and titanium
H i * Services, including medical, accounting, and architectural services
Reported Domestic » Governance, including governmental transparency
i Barriers and Impediments  Infrastructure, including inadequate transportation infrastructure, erratic electricity supply, lack of cold storage facilities,
H and low levels of irrigation
* Regulatory, including foreign exchange conversion requirements and restrictive trucking regulations
« Uncertain business environment, including high cost and lack of capital and technical and volume capacity constraints
Reported International » Nontariff measures, including standards and developed-country agricultural support programs
i Barriers and Impediments * Tariffs, including tariff-rate quotas
: » Geographic trade-related barriers, including land-locked status necessitating use of neighboring country infrastructure
Swaziland Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including cane sugar, chemical wood pulp, citrus, and beef

i Sectors with Greatest
i Export Growth Potential

i Reported Domestic
i Barriers and Impediments

Reported International
i Barriers and Impediments

Manufacturing, including apparel
Services, including tourism and supplying fresh water to neighboring countries

Agriculture, forestry, fisheries, and agroprocessing, including cane sugar, food preparations, chemical wood pulp, citrus
fruit, and meat

Manufacturing, including artificial waxes, bookbinding machinery, textiles and apparel (woven cotton fabrics and gauze),
and watch straps

Services, including tourism

Infrastructure, including inadequate domestic energy generation

Labor, including high emigration, declining population growth rate, and delays in obtaining work permits for foreign
workers

Regulatory, including ambiguous land tenure regulations, lack of land ownership security, and difficulties meeting EU
sanitary and phytosanitary standards

Geographic trade-related barriers, including land-locked status necessitating use of ports in Mozambigue or South Africa
and high shipping costs
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Apparel-exporting countries.—These countries have been significant beneficiaries of the textile and apparel provisions of the AGOA program. Lesotho is less diversified than
Madagascar and Mauritius, and, with a GDP of $1.1 billion, has about one-fifth the GDP of the other two countries. Other important exports include diamonds (Lesotho); vanilla,
fish and seafood, cloves, and fruit (Madagascar); and sugar, fish, diamonds, and tourism (Mauritius).

Lesotho Leading Export Sectors e Manufacturing, including apparel
Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including cereals, animal hair, fruit juices, mushrooms, and canned
i Export Growth Potential peaches and asparagus

i « Manufacturing, including apparel
* Minerals and metals, including diamonds
H i+ Services, including tourism
Reported Domestic * Infrastructure, including poor roads and inadequate container terminal and airport cargo-holding capabilities
i Barriers and Impediments { ¢ Labor, including HIV infection rates, wage restrictions, labor productivity, and lack of skilled labor necessary to diversify
; into more skill-intensive sectors
i « Regulatory, including land ownership limits and cumbersome mining regulations
» Trade policy, including export tax on diamonds
i« Uncertain business environment, including business start-up time and number of procedures to enforce contracts

i Reported International * Nontariff measures, including rules of origin

Barriers and Impediments : ¢ Geographic trade-related barriers, including transportation issues relating to land-locked status

Madagascar i Leading Export Sectors i« Agriculture, forestry, fisheries, and agroprocessing, including vanilla and fish
i i » Manufacturing, including apparel
H i+ Services, including tourism
Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including vanilla, cloves, fish and crustaceans, and fresh fruit
i Export Growth Potential i+ Energy-related, including refined petroleum
; i « Manufacturing, including textiles and apparel
i « Minerals and metals, including metals and metal minerals, industrial minerals, dimension stone, and semiprecious
i stones
Services, including touris

and b

Reported Domestic » Governance, including lack of judicial, tax, and customs transparency

i Barriers and Impediments i ¢ Infrastructure, including poor road, rail, and port facilities; high port fees; unreliable and costly air transport; and poor
H telecommunications and electricity systems

» Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors, labor market rigidity, and

; difficulty in obtaining visas for foreign workers

i « Regulatory, including high taxes, ill-defined property rights, and inefficient customs procedures

i« Trade policy, including delays in value-added tax refunds

» Uncertain business environment, including access to capital and high interest rates, and difficulties with marketing,

: certification, and quality control

Reported International » Nontariff measures, including standards
: Barriers and Impediments : ¢ Geographic trade-related barriers, including long distance to markets, lack of flights, and costly flights
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Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Apparel-exporting countries.—Continued

Mauritius Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including sugar
: i * Manufacturing, including apparel
H i+ Services, including tourism, financial services, and information and communication technologies
i Sectors with Greatest i« Services, including tourism, financial services, information and communication technologies, and distribution services
i Export Growth Potential
Reported Domestic  Infrastructure, including high telecommunications costs
i Barriers and Impediments { « Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
: i« Regulatory, including lack of competitive air transport policy and strict control of passenger visits
H i+ Uncertain business environment, including the lack of raw materials and low-volume production capacity
Reported International * Nontariff measures, including sanitary and phytosanitary measures
i Barriers and Impediments : ¢ Geographic trade-related barriers, including lack of regional purchasing power




11X

Table ES-1—Continued
Summary of findings: Potential export growth sectors and domestic and international barriers in AGOA-eligible countries

Transport services-exporting countries.—These countries are all located along strategic transportation routes and, consequently, are important countries in providing transit,
port, and logistical services. All three have relatively small GDPs ranging from $625.0 million (Djibouti) to $831.1 million (Cape Verde). Important merchandise exports include
apparel, electronic components, and footwear (Cape Verde); salt, live animals, wheat, and gold (Djibouti); and fisheries products (Seychelles).

Agriculture, forestry, fisheries, and agroprocessing, including prepared or preserved fish and frozen fish
logisti busi "

Services, including touris d offsho

1

Cape Verde Leading Export Sectors » Agriculture, forestry, fisheries, and agroprocessing, including fish and bananas
: i« Manufacturing, including apparel, footwear, and electronic components
i+ Services, including tourism and transportation support
Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including seafood
i Export Growth Potential i * Manufacturing, including apparel, footwear, and electronics
: i * Services, including tourism and transportation support
Reported Domestic « Infrastructure, including limited fish processing and refrigeration facilities and high utility costs
Barriers and Impediments » Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors
: i » Regulatory, including high cost of capital and burdensome and ambiguous administrative procedures that increase the
; i cost and time of doing business
Reported International » Geographic trade-related barriers, including the cost of transportation because of remote location from other SSA
i Barriers and Impediments  § countries
Djibouti Leading Export Sectors « Agriculture, forestry, fisheries, and agroprocessing, including livestock, hides, skins, and salt
i * Services, including port-related services
Sectors with Greatest « Agriculture, forestry, fisheries, and agroprocessing, including fisheries products, livestock, salt, and leather products
i Export Growth Potential i+ Services, including port-related services
Reported Domestic  Infrastructure, including poor roads, inadequate telecommunications network, and few refrigerated storage facilities
i Barriers and Impediments i « Labor, including lack of skilled labor necessary to diversify into more skill-intensive sectors, especially with respect to
H managerial skills
Reported International » Geographic trade-related barriers, including regional instability and U.S. security restrictions
i Barriers and Impediments  ;
Seychelles Leading Export Sectors

i Sectors with Greatest » Agriculture, forestry, fisheries, and agroprocessing, including prepared or preserved fish and frozen fish
i Export Growth Potential i * Services, including tourism and offshore business services
Reported Domestic « Infrastructure, including high transportation costs, high utility costs, and capacity constraints

: Barriers and Impediments : « Labor, including high labor costs and a limited labor pool
; i « Regulatory, including price controls, exchange rate policy, lack of foreign exchange, and limited access to capital
i « Trade policy, including relatively high ad valorem duties
* Uncertain business environment, including the lack of domestically available inputs, the limited size of the economy, and
H H high capitalization requirements
Reported International * Nontariff measures, including rules or origin and the requirements of international monitoring bodies
i Barriers and Impediments  ;

Source: Compiled by the Commission.
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CHAPTER 1
| ntroduction

Purpose and Scope

On November 10, 2004, the United States Trade Representative (USTR) requested that the
U.S. International Trade Commission (Commission) prepare areport under section 332 (g)
of theTariff Act of 1930 (19 U.S.C. 1332(g)) that identifies, for each AGOA-€ligible country,
(1) the major economic sectors with the greatest potential for growth in export sales and (2)
domestic and international barriersthat impede trade growth in such sectors.* In addition, the
USTR requested that the Commission’ sreport identify, to the extent possible, private-sector
initiativesand technical assi stance programsthat attempt to addresssuch barriers.> TheUSTR
reguested that the Commission submit its report no later than June 30, 2005.

Thisstudy isrelated to the 2004 AGOA Acceleration Act (AGOA I11), which was signed by
the President on July 13, 2004. Section 9 of AGOA 111 directsthe President to conduct astudy
on each AGOA-eligible sub-Saharan African (SSA) country, which (1) identifies economic
sectorswith thegreatest potential for growth, (2) identifiesdomestic and international barriers
that are impeding growth in such sectors, and (3) makes recommendations on how the U.S.
government and the private sector can provide technical assistanceto these countriesto assist
in both dismantling such barriers and in promoting investment in such sectors.

As of June 30, 2005, the 37 AGOA-eligible countries were: Angola, Benin, Botswana,
Burkina Faso, Cameroon, Cape Verde, Chad, Djibouti, Democratic Republic of the Congo,
Ethiopia, Gabon, The Gambia, Ghana, Guinea, Guinea-Bissau, Kenya, L esotho, Madagascar,
Maawi, Mali, Mauritania, Mauritius, Mozambique, Namibia, Niger, Nigeria, Republic of the
Congo, Rwanda, S0 Tomé and Principe, Senegal, Seychelles, Sierra Leone, South Africa,
Swarziland, Tanzania, Uganda, and Zambia (figure 1).

! The USTR letter isin app. A, and the Commission’s notice of investigation, published in the
Federal Register of Dec. 13, 2004 (69 F.R. 72217), isin app. B.

2 Commission sources, both primary and secondary, identified few examples of private-sector
initiatives specifically targeting the alleviation of domestic and international impediments to
increased exports. In-country interviews suggested that existing private-sector efforts consist
primarily of addressing broader issues regarding the removal of domestic barriers to business
development.
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Figure 1
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Approach

The Commission employed multiple approaches in addressing the USTR'’s request. This
section describes the criteria and approach employed to identify potential export growth
sectors and domestic and international barriers. Thelist of identified potential export sectors
and domestic and international barriers provided in this report is based on Commission
research, including fieldwork conducted in selected AGOA-€ligible countries. The export
sectors, products, and barriers that have been identified may not be exhaustive, nor are they
ranked according to their relative significance.?

| dentification Criteria®

This study focuses on the potential for export growth over the course of several business
cycles.® The criteria used to identify potential export growth sectors or products include:®

1. existing exported products that a country could increase through improved
productivity or product quality;

2. products that reflect a country’s endowment strengths, but have not been
exported in significant quantities; and

3. productsthat represent downstream processing of existing export products.

® The extent of discussion of specific constraints across the country profiles reflects the degree
of recognition they received in the information gathered from public sources and from fieldwork.
In addition, this report does not provide a comparative analysis across countries. Such assessment
requires a detailed analysis of the potential revenue effect of increased exports and reduced
barriers for each AGOA-€ligible country. Such an analysisis beyond the scope of this study.

* The identification of potential export products and sectorsin this study is not proffered as a
recommendation or an assessment, and the identification of impediments does not suggest support
for any specific policy to address impediments. Government policy to support exports or to
aleviate barriers should be contingent on additional study. The danger of using the identified
products and sectors other than for initial guidance for policy objectives has been cited by
researchers. For example, Blackhurst and Layakurwa note that an assessment of the prospects for
nontraditional exports that does not provide an in-depth analysis of product-specific domestic
conditions “inevitably involves alarge el ement of attempting to ‘ pick winners . [There] certainly
isno empirical basis for claiming that thisis a promising route to developing internationally
competitive exports.” Richard Blackhurst and William Layakurwa, “Markets and market access
for African exports. Past, present and future directions,” World Trade Organization: Framework
Papers, Collaborative Research Project, CRC-3-3, p.18, found at
www.aer cafrica.org/DOCUMENTS Lyakurwa.pdf, retrieved Apr. 25, 2005.

® This period could be considered as short to medium term, with one business cycle of
approximately 4 to 5 years. Theoretically, any country could export an almost-infinite variety of
products in the long term, if inputs and technology can be acquired. As endowments, government
policies, and domestic and international trade environments change, so may a country's potential
export products and sectors. For additional definitions of economic terms employed in this study,
see app. C.

® This study focuses on countries that are eigible for the AGOA preferential trade program,
which is specific to the United States. However, in identifying potential export sectors and
domestic and international barriers related to these countries, all export markets were considered.
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In addition to these criteria, export growth may result from market diversification or from
further penetration of existing export markets. For example, China's growing demand for
natural resources such as petroleum, timber, cotton, and minerals and metals has benefitted
African countries exporting these products. According to Commission fieldwork,
predominantly agricultural commodity-exporting countries couldincrease exportsby shipping
to devel oping and emerging economies, which have been identified by government officials
as potential markets for raw agricultural commodities, minimally processed products, and
light-manufactured items. In general, officialsin countriesthat have been promotingincreased
exportsof high-value horticulture, floriculture, or organic agricultural products havetargeted
primarily the EU and U.S. markets.

International and domestic barriers are broadly defined to include impediments related
directly to international transactions, aswell as domestic factorswithin each AGOA-€ligible
country that impede export growth. International barriers, which can beimposed by either the
exporting or importing country, directly affect the terms on which international transactions
take place. Domestic impediments can indirectly affect markets for exports by affecting
factors of production (labor, land, natural resources, and capital) or raise the cost of
production by hampering the business environment. In general, the effects of impediments
caused by international policies and those of domestic policies mimic each other, both
adversely affecting acountry’ sinternational competitiveness.” The barriers mentioned below
are observed in many SSA countries. International barriersimposed by importing countries
include:®

o tariffs

* (uotas,

o tariff-rate quotas,

» nontariff barriers such as sanitary and phytosanitary standards, which may serve
alegitimate domestic policy objective, but areimpedimentsto trade as exporting
countriesmay belimitedintheir technical capacity to comply with the standards;

and

e domestic subsidies.

" For the theory of multiple international and domestic distortions operating simultaneously, see
Jagdish Bhagwati and V.K. Ramaswami, “Domestic Distortions, Tariffs and the Theory of
Optimum Subsidy,” Journal of Political Economy, 71, Feb. 1963; and Jagdish Bhagwati, “ The
Generalized Theory of Distortions and Welfare,” in Jagdish Bhagwati, Ronald Jones, Robert
Mundell, and Jaroslav Vanek, eds., Trade, Balance of Payments, and Growth: Papersin
International Economicsin Honor of Charles P. Kindleberger (Amsterdam: North-Holland,
1971).

8 Analysis of tariff and nontariff barriers for each AGOA-€eligible country on market-by-market
and tariff line-by-tariff line basesis beyond the scope of this study.
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International barriersimposed by exporting countries include:

high and uneven import tariffs, which distort the transmission of international
prices to the domestic economy;

export taxes and prohibitions;

overvalued exchange rates, which systematically make exports artificialy
expensive and imports artificially inexpensive, and generally require foreign
exchange rationing;

export marketing boards that affect relative prices; and

restrictions on foreign direct investment.

Domestic impediments that may limit SSA exports include:

labor market policies that induce rigidity and prevent labor from moving from
less to more profitable activities;

rigidities in markets for land, particularly the inability of farmers to obtain full
marketable title to land, which can prevent investment in both human and
physical capital in agricultural export crops;

government policies that artificially raise the cost of capital;
domestic price regulation;
business regulations that impair ease of entry and exit;

government policies that establish or tolerate monopolies (other than natural
monopolies) or business collusion;

failures of the rule of law, contract enforcement, property rights, aswell aslack
of government transparency in the administration of any policy, which impairs
all economic activity, including exports;

lack of technical capacity to meet international standards such as sanitary and
phytosanitary standards;

inadequate infrastructure such as alack of inland road and railroad transport, or
inadequate seaport and airport service for exports, which makes it difficult to
accessexport markets; inadequatetel ephoneor I nternet service, whichincreases
the cost of accessing information to conduct transactions; and expensive and/or
unreliable utilities, which increase the cost and risk of conducting business; and

protracted domestic civil unrest, which increases risk and reduces investment.

° On the effects of improved transportation links, see USITC, Logistic Services. An Overview
of the Global Market and Potential Effects of Removing Trade Impediments, inv. No. 332-463,
USITC pub. 3770, May 2005.
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Geographic trade-related impediments that may limit SSA exports include:

» land-locked position, which can increase the cost of exporting products that can
only be efficiently transported by land via neighboring countries;

» regiona instability or civil unrest in neighboring countries; and

* recurring drought, famine, or other environmental adversities.

Commissionresearchin selected AGOA-€eligiblecountries, especialy interviewsof company,
association, and government representatives, as well as secondary sources, cited domestic,
rather than international impedi ments asthe major barriersto increased exports.'® Hence, this
report focuses primarily on domestic barriers that impede export growth. For most
AGOA-€dligiblecountries, sectorswith thegreatest potential for increased exportsareexisting
export sectors that are hampered by domestic impediments. For example, one study
examining SSA trade trends found that domestic policies were the primary impediment to
export growth and diversification. The authors notethat “itisunlikely that mgjor shiftsinthe
composition of exports can occur in the short to medium term. As such, the removal of
general anti-export biases in African countries domestic policies, as well as initiatives to
promote more competitive (low cost) prices for traditional exports, still require immediate
attention.”**

Research and Analysis

The identification of potential export products or sectors and domestic and international
barriers or impediments is based on statistical analysis of export data, information obtained
from fieldwork in selected AGOA-€ligible countries, and public sources. As mentioned
above, given that the greatest potentia for increased exports for many AGOA-€ligible
countries is in current exports, the country profiles discuss current sector- and product-
specific exports, aswell as significant trends in these exports. These data form the basis for
the reveded comparative advantage analysis and market concentration measures in
identifying potential export sectorsand products. Inadditiontoitsfiel dwork, the Commission
also identified domestic and international barriers and impediments based on an analysis of
businessenvironment, economic freedom, and infrastructureindicators. Thisinformationwas
also supplemented with areview of primary and secondary sources (see below).

10 For areview of the importance of domestic impedimentsin limiting export growth,
particularly the remnants of import-substitution-industrialization policies, see Francis Ng and
Alexander Y eats, “What Can Africa Expect From Its Traditional Exports,” World Bank, Africa
Region Working Paper Series No. 26, Feb. 2002; Economic Commission for Africa, Economic
Report on Africa 2004: Unlocking Africa’s Trade Potential, UNECA, 2004; and Ernesto
Hernandez-Cata, Klaus Schwab, and Augusto Lopez-Claros, The Africa Competitiveness Report
2004, World Economic Forum, 2004.

" Ng and Y eats, “What Can Africa Expect From Its Traditional Exports,” p. vi.

1-6



The Commission conducted areveal ed comparative advantage (RCA) analysis' to assessthe
relative efficiency of AGOA-€ligible country exports. Thisanalysis provided RCA indices®
that were used to identify sectors or products where AGOA-€ligible countries were
internationally competitiveor wereincreasingininternational competitiveness. Productswith
strong or rapidly improving RCA indices, therefore, likely have the potential for increased
exports. Using diamond exportsfrom Botswanaas an example, the RCA index isequal to the
share of diamond exportsin Botswana' stotal exportsrelativeto the share of diamond exports
in total world exports, or:

(Botswana diamond exports/Botswana total exports)/
(World diamond exports/World total exports).

When Botswana' s diamond exports as a share of its total exportsis greater
(less) than global diamond exports as a share of total global exports,
Botswanais said to have a revealed comparative advantage (disadvantage)
in diamonds.

For ease of interpretation, the RCA index was converted into a Symmetric RCA index
(SRCA). The RCA index can range from 0 to infinity, whereas the SRCA rangesfrom-1to
1. For the main exports of each AGOA country, information is presented on the average
SRCA index (00-03), the average yearly change in SRCA, the average growth in world
markets, and the normalized standard deviation of market sharefromtheglobal market share.
The average SRCA is an indicator of a country’s comparative advantage.™* For example,
values of the SRCA between 0 and 1 suggest that the country may have a comparative
advantage in the commodity, whereas values between -1 and 0 suggest a lack of a
comparative advantage in the commodity under consideration. The average yearly changein
the SRCA shows the stability of the SRCA index; positive average change generally
represents increasing export opportunities, negative change generally represents decreasing
export opportunities, and little change generally indicates stability.® The average growth in
world marketsisameasure of world demand for the good. The normalized standard deviation
(last column in appendix E tables) is an indicator of the dispersion of acountry’s exports of

2 In practice, the RCA method is a well-established type of statistical analysis. Valentine and
Krasnik applied the RCA method to six South African Devel opment Community (SADC)
countries’ exports and found that, although most SADC countries have a comparative advantage in
agricultural and mineral products, an improvement in their comparative advantage in
nontraditional products has taken place since 1985. (See N. Vaentine and G. Krasnik, “SADC
Trade with the Rest of the World: Winning Export Sectors and Revealed Comparative Advantage
Ratios,” The South African Journal of Economics, 2000, 68(2), pp. 266-285.) More recently,
Krakoff also applied the RCA methodology to SADC export statistics. (See Charles Krakoff, The
Services Group for USAID, “Key Potential Export Markets and the Market Access Barriers Facing
Southern African Exporters,” Nov. 2003.) The RCA methodology has aso been applied by the
Commission in its estimation of the economic effect of afree trade agreement between the United
States and Korea. In that particular case, adetailed RCA analysis complemented a broader model-
based analysis. (See USITC, U.S-Korea FTA: The Economic Impact of Establishing a Free Trade
Agreement (FTA) Between the United States and the Republic of Korea, inv. No. 332-425, USITC
pub. 3452, Sept. 2001.)

3 A description of the RCA analysis and market concentration measure isin app. D; the results
of the RCA analysisarein app. E.

1 The averaging process takes out some of the transitory supply shocks.

5 It is possible that offsetting positive and negative changes could result in no change.
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aparticular product over different markets. Large values suggest that the exports of the good
in question are concentrated in afew markets. Thereis not necessarily arelationship among
these indicators. For example, products with large SRCAs may have either low or high
normalized standard deviations. That is, although a country may be a major exporter of a
particular commodity, it may only sell it in alimited number of markets. In order to make an
assessment of potential export growth for each country, evaluation of the above-mentioned
indices was supplemented with information gathered from public sources, interviews with
industry and government representatives in selected AGOA-eligible countries, and African
government representatives in the United States.

The Commission also developed export market concentration measures to assess the degree
of product concentration in specific markets. Thisanalysisresulted in amarket concentration
index that was used to highlight products where countries might be able to increase exports
by penetrating new markets. The export market concentration measureisfirst determined by
calculating the share of a specific product’simportsin seven export markets.® Again using
Botswana diamond exports as an example, avalue of “4.85" in the EU market meansthat the
European Union’s imports of diamonds from Botswana represent 4.85 percent of total EU
importsof diamonds. Then, using the sharesfor all seven markets, the Commission cal culated
the extent to which acountry’ sexportswere highly concentrated in one or two markets. High
export market concentration measures suggest products for which exports may be increased
by penetrating additional markets. The extent to which the RCA analysis or export market
concentration measures either complemented or supplemented information from primary and
public sources varies by country.

An assessment of domestic impediments to increased exports is aso provided by the
indicators representing the state of the business environment, economic freedom, and
infrastructurein each of the AGOA -€ligibl e countries. Commission sources, both primary and
secondary, have identified these measures asreliable indicators of the types of barriersfaced
by exporters. Business environment indicators highlight the difficulties of establishing and
conducting business, including export-oriented business, inacountry. Threefrequently-cited
domestic impediments weretariffs on imported inputsto production, the high cost of capital,
and lack of government transparency. Theseimpedimentsare, in part, reflected in the degree
of economic freedom scores generated by the Heritage Foundation. For example, the “trade
policy score” indicator measuresthe extent to which acountry’ sown trade policy may inhibit
export growth; the “banking and finance score” indicator measures the openness of the
country’s banking and financial system; and the “informal market activity score” indicator
measures the degree of government transparency. As identified by Commission research, a
significant constraint to increased exports in AGOA-€ligible countries is inadequate
infrastructure, including transport, communications, and utilities. The infrastructure-rel ated
indicatorsprovide measuresthat underscoretheseinfrastructure deficiencies. For consi stency
and compl eteness, all dataare provided for all countries, if available; however, discussion of
indicatorsisbased on their rel ative appropriateness determined by Commission research and
fieldwork.

8 The seven markets are Australia, Canada, the European Union (EU-15), Japan, lower- and
middle-income countries, the United States, and rest of world. For alist of the component
countriesin “lower- and middle-income countries’ and “rest of world,” seetable D-1.
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Fieldwork and Data Sources

Primary research included gathering information through fiel dwork, stakeholder interviews,
and communication with the U.S. Department of State, including U.S. Embassies in the 37
countries. Fieldwork was conducted to obtaininformation fromin-country businesses, private
sector associations, and multinational companies regarding potential export sectors and
products, aswell as barriers and impediments they have encountered in exporting from sub-
Saharan Africa. Commission staff also interviewed African government officials regarding
these topics and efforts their governments have made to support and expand exports. Staff
traveled to 11 AGOA-€eligible countries,” which varied according to: (1) economic size, (2)
trade regimes, (3) access to trade infrastructure, and (4) business and investment
environments. In addition, Commission staff i nterviewed African government representatives
in the United States, as well as officials of associations that are regularly involved in SSA
trade-related issues, including the Africa Coalition for Trade.’®

Secondary sources included various U.S. government agencies, international organizations,
and research institutionsthat deal with SSA trade-related issues. Suchinstitutionsincludethe
U.S. Agency for International Development, the U.S. Department of Agriculture, the U.S.
Trade and Development Agency, the World Bank, the World Trade Organization, the
International Trade Centre (Geneva), the United Nations, the UN Economic Commission for
Africa, the African Development Bank, the International Monetary Fund, the Economist
Intelligence Unit, and the Heritage Foundation.

The Commission collected merchandise trade data at the HS 2-digit and 4-digit levels from
the World Integrated Trade Solution (WITS) database.’* RCA analysisis based on country-
specific export data at the HS 4-digit level. To increase data accuracy and coverage,
merchandise export values were based on trading partners’ import values. For example, the
value of exports for Angolais the reported imports from Angola by its trading partners. As
servicestrade data are unavailable by country, source, and sector, the analysis of current and
potential services sector exports is primarily qualitative. Economic and infrastructure
measures were assembled from the World Bank’ s World Development Indicators database;
business environment measures were collected from the World Bank’s Doing Business
database and the World Trade Organi zation; and the economi ¢ freedom measuresweredrawn
from the Heritage Foundation database. The Commission considered all collected
information; however, depending on the completeness and consistency of available
information, theemphasisgivento certain sourcesand analysisdiffersacrosscountry profiles.

¥ The 11 countries are Botswana, Cameroon, Malawi, Mali, Mauritius, Mozambique, Senegal,
South Africa, Tanzania, Uganda, and Zambia.

8 The Commission scheduled a public hearing in connection with this investigation for
Mar. 1, 2005. The hearing was canceled due to lack of participation; however written submissions
were received. Information from the submissions was incorporated as appropriate in the country
profiles.

® The database accessed via WITS is the Commodity Trade Statistics database (UN Comtrade),
which is maintained by the United Nations Statistics Division (UNSD). UN Comtrade contains
annual trade flows-imports and exports—reported by more than 140 countries or areas with
commodity-by-partner detail at 6-digit level of various commodity nomenclatures. For more
detailed information on the underlying sources and definitions of WITS or UN Comtrade data, see
Internet addresses http://wits.worldbank.or g/witsweb/default.aspx or
http://unstats.un.org/unsd/comtrade/, respectively.
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Attempts have been made to provide standard and consistent data for defined measures for
each country. However, information for the 37 AGOA-eligible countries may not be fully
comparable because of varying statisticall methods and data limitations, coverage, and
practices across countries and sources. Consequently, the statistical information should be
treated as indicative, and emphasis should be placed on broad trends over time. Frequently-
used termsin the report such as Category 1 certification, informal sector/activity, Kimberley
Process/Certification, Multifiber Arrangement, and trade capacity are defined in appendix C.
Data definitions and sources for standard indicators and measures used in the report are
provided in appendix F.

Organization

The 37 AGOA-dligible countries have been categorized into 9 country groups based on
similar export patterns.®® As current exports generally represent products for which the
AGOA-€ligible countrieshave acomparative advantage, grouping countries based on similar
export patterns informs the reader about potential export sectors and international and
domestic barriers or impedimentsfor similarly-endowed countries. Each country assessment
is, however, intended to be a separate and distinct country-specific review. Consequently,
country profiles address topics and issues frequently and prominently cited by Commission
sources. The nine country groups are represented in Chapters 2 through 10 and are;

e Petroleum-exporting countries (Angola, Cameroon, Gabon, Nigeria, and
Republic of the Congo);

*  Predominantly mineral-exporting countries (Botswana, Democratic Republic of
the Congo, Guinea, and Zambia);

e Moderately mineral-exporting countries (Mozambique, Niger, Rwanda, Sierra
Leone, and South Africa);

e Cotton-exporting countries (Benin, Burkina Faso, Chad, and Mali);

»  Fish-exporting countries(The Gambia, Mauritania, Namibia, Senegal, Tanzania,
and S0 Tomé and Principe);

« Coffee, tea, and spice-exporting countries (Ethiopia, Kenya, and Uganda);

e Other agriculture-exporting countries (Ghana, Guinea-Bissau, Malawi, and
Swaziland);

*  Apparel-exporting countries (L esotho, Madagascar, and Mauritius); and

«  Transport services-exporting countries (Cape Verde, Djibouti, and Seychelles).

% The country groups are based on similarity of the overall trade pattern across all trade
categories. Thus, the sector with the largest share of trade may be different for countriesin the
same country group. For additional information on the cluster analysis used to identify these
country groups, see app. D.
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For each country in each group, thefollowing are provided: (1) aneconomic overview, (2) an
export profile, (3) identification of potential export sectorsor products, and (4) identification
of domestic and international barriersand impediments. Following thetext of thereport, there
aresix appendices: (A) request letter fromthe USTR; (B) Federal Register notice; (C) list of
trade- and economics-related terms, and table of major unilateral trade preference programs
and regiona trade agreements; (D) description of quantitative analysis; (E) RCA indices
tablesby country; and (F) list of definitionsand sourcesfor standard indicators and measures
provided in the study.
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CHAPTER 2

Petroleum-Exporting Countries:
Angola, Cameroon, Gabon, Nigeria, and
Republic of the Congo

The five countries included in this chapter are all located on the Atlantic coast of Africa,
around the Bight of Benin, and have a petroleum sector that accountsfor alarge share of their
total exports (table 2-1). The petroleum reserves of these countries are both onshore and
offshore. The extent towhich crude petroleumisrefined inthe country inwhichit isextracted
varies among countries, with most countries exporting a small quantity of refined products.
Except for Nigeria, exportsof liquified natural gasareminimal. A summary of findingswith
respect to potential export growth sectors and domestic and international barriersfor each of
the five countriesis provided below.

Table 2-1

Angola, Cameroon, Gabon, Nigeria, and Republic of the Congo, 1999-2003 average share of total exports, by sector
Republic of

Sectors Angola Cameroon Gabon Nigeria the Congo

Shares of total exports, 1999-2003 (percent)

Fish and related products . .. .......... .. ... ... ..... 0.4 0.2 0.6 0.5 0.2
Coffee, tea, and SPICES . . ... ..ot ® 3.0 @) @) 0.4
(070707 o - ® 7.6 ® 15 ®
Otheragriculture . . ... ... ® 9.8 0.1 1.0 0.8
Forest-based products . ...............oiiiiiinaa... ® 25.6 17.9 0.5 6.2
Minerals, metals, and metal products . . ................ 7.1 4.8 4.9 0.5 5.1
Fuels and electricalenergy . ... ......... i 92.0 43.8 75.4 95.4 86.6
Textilesandfibers ............... .. ... ... ® 4.1 ® 0.2 ®
Apparel and related articles . ........................ ® 0.1 ® @) ®
Other manufactures . .............................. 0.3 1.1 1.2 0.4 0.6

! Average share of less than 0.05 percent during 1999-2003.

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.

Angola

Agriculture and fisheries appear to have the greatest export potential. As Angola continues
to recover from its long civil war, it has the potential to become a regional exporter of
agricultural products, aswell asthe potential to moveinto food processing. The government
also considers natural gas a potential export, although export quantities are likely to be
relatively small for the foreseeablefuture. International investment isexpected to play akey
roleinthedevelopment of Angola snatural gasindustry. Inadequatetransport infrastructure,
high transport costs, and the general lack of a business environment conducive to
nonpetroleum investment will continue to inhibit growth of potential export sectors.
Regional instability continues to be an international impediment to export growth.



Cameroon

Gabon

Sectors with the greatest potential for export development include the primary agricultural
and forestry product sectors, processed agricultural products and processed wood products,
light manufactured goods, certain mineral products, and tourism. Mgjor domestic barriers
to increased exports include the country’ s infrastructure deficiencies, the general business
environment, financial sector constraints, and lack of government and regulatory
transparency. International barrierstoincreased exportsincludedestination-market standards
that aredifficult to meet, tariff escal ation on processed agricultural products, and devel oped-
country agricultural support programs.

Nigeria

Gabon’s economy is dependent on the petroleum and timber sectors. Given an expected
decline in petroleum reserves, the identification of potential alternative exports is of
particular significance. Potential exports include processed wood products, which have
begun to emergeinimportance, fish and crustaceans, and products previously exported such
as palm oil. The main barriers to export are domestic, including the lack of government
transparency and good governance, anoncompetitive business environment, lack of skilled
labor, and inadequate transportation infrastructure.

Although once alarge agricultural products exporter and still alargely agriculture-based
economy, Nigeria's predominant exports are crude petroleum and liquified natural gas.
Aside from petroleum, products identified as having export growth potential include
cashews, sesame, shrimp and prawns, tantalite and certain other minerals, cocoa beans, and
leather products. General barriers to increased exports are primarily domestic, including
inadequateinfrastructure (including transport and telecommuni cations), high cost of capital,
expensive and unreliable utilities, high cost of inputs, high tariffs on imported inputs, and
burdensomeregulations. Sector-specific barriersintheagricultural sector includehightaxes
on agricultural exports and insufficient irrigation systems.

Republic of the Congo

Republic of the Congo isamajor regional producer of crude petroleum. The country also
exportsavariety of other primary products, including wood, sugar, coffee, cocoa, diamonds,
gold, and potash. Republic of the Congo could eventually become an exporter of electricity,
magnesium ores and concentrates, and gold ores and concentrates, and could expand its
exports of wood and wood products. Barriers to increased exports include a damaged
infrastructure; unexpl oited mining opportunities; insufficient investment in several sectors,
including agriculture; and an inability to meet sanitary and phytosanitary standardsin many
potential export markets.



Angola’

Economic Overview

Angola is a petroleum- and mineral-rich country on Africa’'s southwest coast, with a
population of 13.5 million, GDP of $13.2 billion, and GDP per capita of $977 in 2003
(table AN-1). Angolaisrichin natural resources, but over two-thirds of the population lives
in poverty, and almost one-third in extreme poverty.? After gaining independence in 1975,
Angola experienced a protracted civil war until April 2002. The civil war has had a
pronounced negative impact on infrastructure, the popul ation distribution, and the ability of
the government to institute sound policies.® A staff-monitored program with the IMF was
signed in 2000 with the objective of creating macroeconomic stability, ensuring sound and
transparent budgetary management practices, and reducing poverty and other distortions
leading to corruption and increased inefficiencies.

Angola s economy depends on crude petroleum, which accounts for 53.6 percent of GDP
(figure AN-1) and about 96 percent of export earnings. Crude petroleum production has
quadrupled since 1980, reaching 902,000 barrels per day in 2003.* However, there are few
linkages between the capital -intensive petroleum sector and the rest of the economy.® Less
than 1 percent of the workforce is employed in the petroleum sector.® Nonpetrol eum sector
growth has been limited, as a result of “persistent macroeconomic instability, poor fiscal
discipline, corruption, war, structural distortions including poor contractual and property
rights, and aweak banking sector.”’

The agricultural sector employs approximately 60 percent of the population, although it
accounts for only 8.0 percent of GDP.® Staple food crops, livestock, and small animals are
the main focus of agricultural production, and the main subsistence crops are maize (corn),
cassava, massango, massambala, beans, and sweet potatoes.® Agricultural production

! Prepared by Alan Treat, Office of Industries.

2World Bank, Transition Support Strategy for the Republic of Angola, Mar. 4, 2003, found at
www.worldbank.org, retrieved Mar. 4, 2005, pp. 4-5. The National Ingtitute for Statistics defines
the poverty line as approximately $40 per month, and the extreme poverty line is defined as
$14 per month.

3 African Development Bank (AfDB) Group, Country Strategy Paper 2002-2004 — Angola,
May 2003, p. iii, found at www.afdb.org, retrieved Apr. 15, 2005.

4 U.S. Department of Energy, Angola Country Analysis Brief, Jan. 2005, found at
www.eia.doe.gov/cabs/angola.html, retrieved Mar. 4, 2005.

® European Community, “ Country Strategy Paper and Indicative Programme for the Period
2002-2007,” found at http://europa.eu.int, retrieved Apr. 13, 2005.

® Republic of Angola, Monograph of the Republic of Angola, Third United Nations Conference
on Least Developed Countries, Brussels, May 14-20, 2001, p. 36, found at
www.ccia.ebonet.net/docs/aconf191cpd5ang.en.pdf, retrieved Apr. 2, 2005.

" Economist Intelligence Unit (EIU), Angola Country Profile, 2004, p. 23.

8 Other than agriculture, employment is largely in the informal sector and the government. U.S.
Department of State telegram, “Angola Export Opportunities and Barriers for USITC Study,”
message reference No. 00215, prepared by U.S. Embassy, Luanda, Feb. 18, 2005.

° Republic of Angola, Monograph of the Republic of Angola, p. 13.
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Table AN-1
Angola: Basic economic indicators

MRY'
GDP (current US$, millions, 2003) . . . . . . i 13,189.2
GDP growth (annual percent, based on local currency, 2003) . . . . .. . e 4.5
GDP per capita growth (annual percent, based on local currency, 2003) . ... ... ... 1.4
Inflation, consumer prices (annual percent, 2003) . . . . . . .. 98.2
External debt, total (current US$, millions, 1999) . . . . . . . 10,134.3
Total debt service (percent of exports of goods and services, 2002) . . . ... ...ttt 10.0
Exports of goods and services (percent of GDP, 1999) . . . . . . 71.3
Trade (percent of GDP, 2003) . . . . . o i 138.1
Official exchange rate (local currency unit per US$, period average, 2003) .. ... ... ... 74.6
Population, total (millions, 2003) . . . .. . . 13.5
Population growth (annual percent, 2003) . . . . . ... 3.0
Labor force, total (millions, 2003) . . . . . . 6.3
Labor force participation rate, total (percent, 2002) . . . . . . . . 45.7
Literacy rate, adult total (percent of people ages 15 and above, 1999) . ... .. .. .. . . . .. . 74.0
Primary school enroliment ratio, total (percent, 1999) . . . . . . . 18.0
Secondary school enrollment ratio, total (percent, 1999) . . . . . . 2.4
Land use, arable land (percent of total, 1999) . . . . . . 32.2
Gross capital formation (percent of GDP, 2003) . . . . . .. 32.2
Gross fixed capital formation (percent of GDP, 2003) . . . . . .. 11.7
Foreign direct investment, net inflows (percent of GDP, 1999) . . . ... ... . ... ............oiiioeziz.. 6.5

" Most recent year for which data are available between 1999 and 2003.
Note.—Indicator definitions are provided in app. F.

Source: World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/dataonline, retrieved Jan. 25, 2005;
and African Development Bank, “Country Tables,” found at www.afdb.org, retrieved Feb. 1, 2005.

Figure AN-1
Angola: Composition of GDP (2001)
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Source: EIU, “Economic Structure,” found at www.viewswire.com, retrieved Feb. 1, 2005.
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decreased significantly during the civil war, as people were either displaced or they
abandoned agricultural activitiesin rural areasin order to move to urban areas.’® Angolais
currently a net importer of food.

Services accounted for 9.8 percent of GDP and mining (principally diamond extraction)
accounted for 5.8 percent. Angolais the fourth-largest producer of diamondsin the world,
by value,** although official production figures likely do not reflect actual values because
they do not include alarge number of diamond minesthat operateillegally.*? Manufacturing
accounted for 3.8 percent of GDP and is dominated by afew small state-owned firms that
produce consumer goods and building materials, aswell as metal working and assembly for
the petroleum sector.*®

Net foreign direct investment (FDI) steadily increased from $180 million to $2.5 billion
during 1996-99, and fluctuated between $879 million and $2.1 billion during 2000-02.*
Angola was ranked as the second-largest recipient of FDI in sub-Saharan Africa (SSA) in
2003, and the largest recipient of FDI overall between 1999 and 2003. Investment is
concentrated in the petroleum and mining sectors.

Export Profile

Angolais SSA’ s second-largest petroleum exporter, after Nigeria. In 2003, crude petroleum
represented approximately 94 percent of Angola's exports, which totaled $8.6 billion
(tablesAN-2 and AN-3). Gem-quality diamonds are the second-largest export from Angola,
and constitute approximately 3 percent of Angola stotal exports. The country isthe fourth-
largest diamond producer in the world after Botswana, Russia, and South Africa, and is
widely considered to be a promising region for increased diamond exploitation.*> Other
principal exportsinclude petroleum oils, crustaceansand other aquatic marinelife, industrial
minerals, and dimension stone such as granite. Agricultural exports include coffee, maize,
sisal, bananas, beans, sugar, and palm oil.

The United States is Angola's principal export market, accounting for 52.6 percent of its
total exportsin 2003 (table AN-4) and about 60 percent of its crude petroleum exports since
the 1990s® Other large single-country markets for exports in 2003 were China
(25.7 percent), France (8.1 percent), South Korea (3.1 percent), and Belgium (3.0 percent).
Despite efforts to increase economic integration within the region, Angola has limited
commercial tieswith its neighbors.*’ Intraregional trade between Angola and members of
the Southern African Development Community (SADC) and the Common Market for

10 AfDB Group, Country Strategy Paper 2002-2004 — Angola, p. 3.

" Republic of Angola, Monograph of the Republic of Angola, p. 12.

2 |bid., p. 13.

13 ElU, Angola Country Profile, p. 33.

1 World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/
dataonline, retrieved Feb. 1, 2005.

5 EIU, Angola Country Profile, p. 31.

8 |bid., p. 36.

7 |pid., p. 37.



Table AN-2
Angola: Leading 2003 exports by HS 2-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth
rate (CAGR)

2003 share  9-year
HS 2 Description 1994 1999 2003 of total CAGR
1,000 dollars Percent
27 Mineral fuels, mineral oils and products of their
distillation; bituminous substances; mineral waxes .. 3,008,346.9 4,174,179.5 8,215,619.3 95.9 11.8
71 Natural or cultured pearls, precious or semiprecious
stones, precious metals; precious metal clad
metals, articles thereof; imitation jewelry; coin .. .. .. 16,195.2  551,142.3  277,232.4 3.2 37.1
73 Articles ofironorsteel. ......... ... ... ... ... ... 217.2 231.9 13,085.3 0.2 57.7
90 Optical, photographic, cinematographic, measuring,
checking, precision, medical or surgical instruments
and apparatus; parts and accessories thereof . .. ... 420.5 2,105.9 10,836.6 0.1 435
84 Nuclear reactors, boilers, machinery and mechanical
appliances; parts thereof ...................... 2,157.4 6,256.8 10,599.9 0.1 19.3
25 Salt; sulfur; earths and stone; plastering materials,
limeandcement ........ ... .. ... . ... 1,810.6 1,513.0 8,686.0 0.1 19.0
03 Fish and crustaceans, molluscs and other aquatic
invertebrates . .. ... . 24,221.3 24,140.4 5,195.0 0.1 -15.7
85 Electrical machinery and equipment and parts thereof;
sound recorders and reproducers, television
recorders and reproducers, parts and accessories . . 283.0 1,070.7 3,386.1 0.0 31.8
76 Aluminum and articles thereof. .. .................. 135.6 301.4 2,063.1 0.0 35.3
88 Aircraft, spacecraft, and parts thereof .............. 964.3 299.7 1,972.9 0.0 8.3
Other . ... 13,167.8 26,791.0 18,850.9 0.2 4.1
Total .................oc.oiiiiiiiiiii.... 3,067,919.8 4,788,032.7 8,567,527.5 100.0 121
Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.
Table AN-3
Angola: Leading 2003 exports by HS 4-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth
rate (CAGR)
2003 share  9-year
HS 4 Description 1994 1999 2003 of total CAGR
1,000 dollars Percent
2709 Petroleum oils and oils from bituminous minerals,
CrUdE .o 2,896,709.7 4,069,154.8 8,046,167.0 93.9 12.0
7102 Diamonds, whether or not worked, but not
mounted OrSet . ....... ...t 16,190.4  551,131.0 277,206.2 3.2 37.1
2710 Petroleum oils and oils from bituminous minerals
(other than crude) and products therefrom,
nesoi, containing 70% (by weight) or more of
theseoils ........ .. ... . . i 95,002.0 90,143.2 161,321.6 1.9 6.1
7308 Structures (excluding prefab buildings of heading
9406) and parts thereof (bridges, towers etc.),
including prepared shapes etc., of iron or steel . ... 15.2 24.8 12,642.8 0.1 1111
9015 Surveying, hydrographic, oceanographic,
hydrological, meteorological or geophysical
instruments etc. nesoi; rangefinders; parts
and @CCESSOMES . ..ot v vt 336.9 1,078.9 9,407.3 0.1 44.8
2516 Granite, porphyry, basalt, sandstone and other
building etc. stone, whether or not roughly
trimmed or merely cut by sawingetc. ............ 1,495.6 1,489.2 8,666.1 0.1 21.6
2711 Petroleum gases and other gaseous hydrocarbons . . . 16,635.3 14,881.6 7,832.7 0.1 -8.0
0307 Molluscs & other aquatic invertebrates nesoi, live,
fresh, chilled, frozen, dried, salted or in brine;
flours, meals & pellets of aqua invertebrates fit
for human consumption ...................... 1,772.3 1,831.2 3,461.7 0.0 7.7
8431 Parts of machinery of headings 8425 to 8430 covering
derricks, fork-lift trucks, conveyers, self-propelled
bulldozers, graders, snowplows, etc . ........... 168.6 745.2 2,113.8 0.0 324
7602 Aluminum waste andscrap ................. ... 78.3 295.1 2,023.3 0.0 43.5
Other ... 39,515.6 57,257.8 36,685.0 0.4 -0.8
Total L. 3,067,919.8 4,788,032.7  8,567,527.5 100.0 12.1

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.
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Table AN-4

Angola: Leading export markets, 1994, 1999, 2003, percent of 2003 total, and compound annual growth rate (CAGR)

2003 share 9-year

Market 1994 1999 2003 of total CAGR
-——— 1,000 dollars Percent

UnitedStates ..............citiiiiiinnenn... 2,209,201.7 2,574,613.8 4,506,200.9 52.6 8.2
China . ... . . 47,985.3 355,651.2 2,205,934.9 25.7 53.0
France ............ i 122,117.1 92,946.7 693,932.1 8.1 21.3
Korea, Rep. . ... 71,600.4 646,411.1 267,633.8 3.1 15.8
Belgium . ... . ® 534,882.1 258,082.7 3.0 ®
taly ..o 123,305.1 9,558.2 202,128.5 2.4 5.6
Indonesia ......... .. ... 0.0 52.2 94,802.1 1.1 A
Japan ... 10,253.6 9,108.4 83,658.1 1.0 26.3
Chile ... ... 69,949.3 0.0 64,496.0 0.8 -0.9
GEIMANY . .\ttt 162,946.0 104,367.7 58,850.0 0.7 -10.7
Other ... . 250,561.3 460,441.5 131,808.3 1.5 -6.9
Total 3,067,919.8 4,788,032.7 8,567,527.5 100.0 12.1

! Not available.

2 Undefined.

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.

Eastern and Southern Africa(COMESA )™ isminimal compared with exportsto the United
States, the European Union, and China.

Angola's exports increased by 56 percent during 1994-99, and by 79 percent during
1999-2003. Much of the export growth is attributable to increases in crude petroleum
exports. China and Japan have been the fastest-growing major export markets for Angola
during the past 10 years. During 1994-2003, Angola’s total exports to China and Japan
increased at a compound annual growth rate (CAGR) of 53.0 percent and 26.3 percent,
respectively. Crude petroleum exportsto Chinaincreased by morethan 400 percent in 2001,
while exportsto South K orea, which had a9-year CAGR of 15.8 percent, increased by more
than 500 percent to $588 million during 1998-99.*

Nearly all of Angola's top 10 export products, as listed by 4-digit HS, have grown
significantly during the past 10 years. The 9-year CAGR was 12.0 percent for exports of
crude petroleum and 37.1 percent for diamonds, although exports of diamonds declined by
about 50 percent to $277.2 million during 1999-2003.

Sectors with the Greatest Export Growth Potential

Agriculture and fisheries appear to have the greatest export potential. Arableland iswidely
available and fertile, and about 90 percent remains uncultivated. Asagricultural production
continuesto recover followingthecivil war, Angolahasthe potential to transformitself once

18 For additional information on regional organizations, see app. C.

®U.S. & Foreign Commercial Service, “Oil and Gasin Angola,” Jan. 2003, found at
http: //strategis.ic.gc.ca/epic/internet/inimr-ri.nsf/en/gr113713e.html, retrieved Dec. 29, 2004.
Increases in the value of crude petroleum exports from Angola are mostly attributable to increases
in crude petroleum prices. For example, crude petroleum export quantities from Angola remained
relatively constant at 699 million barrels during 2000-01; however, crude petroleum prices
increased from $9.90 per barrel to $24.00 per barrel during that period.
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againinto anet food exporter, although the country will need modern farm equipment and
inputs to do s0.# If intraregional infrastructure is improved, Angola has the potential to
become a regional exporter of agricultural products and attract nonpetroleum foreign
investment directed toward food processing. Based on a high average yearly change in the
revealed comparative advantage” (RCA) index from 1998 to 2003, as well as positive
average growth in world market share, buckwheat/millet is an agricultural product that
shows export growth potential (appendix E, table E-1), although it isnot currently exported
in substantial amounts. In addition, between 1993 and 2003, world trade in tomatoes grew
by 11.3 percent, and represent another agricultural product export with growth potential.
Coffee and wood have been cited as other potentially exportable products.?

Angolahasone of therichest and most diverse maritime coastsin Africa. Mackerel, sardines,
tuna, and other fish are common.?* Frozen fish exports grew by 5.1 percent in world trade
during 1993-2003, and represent a potential downstream export product. World trade in
seafood such as lobster, shrimp, and crab, as well as oysters, scallops, and mussels, have
experienced average yearly growth rates of 4.8 percent and 6.1 percent, respectively, yet
maintain relatively small percentages of Angola's trade (0.3 percent and 0.1 percent,

respectively).

The government views natural gas, and its eventual conversion to liquified natural gas
(LNG), as a potential export in the long term, although the country will continue to
emphasize crude petroleum production for the foreseeable future. Sonangol, Angola’'s
national oil company, and Chevron Texaco are devel oping aproject to convert flared natural
gas from offshore cilfieldsto LNG. The project was originally scheduled for completionin
2005, but has been delayed to 2007.> Sonangol has collaborated with several other
multinational petroleum companies through joint ventures and production-sharing
agreements to develop and exploit additional crude petroleum deposits.

Although most mining activity iscurrently limited to the extraction of diamonds, marble, and
granite, Angola has the potential to diversify its mining activities by exploiting iron ore,
gold, phosphates, manganese, copper, lead, zinc, tin, tungsten, vanadium, titanium, chrome,
beryllium, koalin, quartz, gypsum, and uranium deposits.®

Despite the fact that the United States and the European Union grant Angola preferential
treatment, the greatest potential for Angola’ s exports may exist outside traditional markets
such as the United States, the European Union, and China, which are already major
consumers of its petroleum and mineral exports. Regional markets, including SADC and

2 Prior to independence, Angolawas a net food exporter. For example, Angola was the fourth-
largest coffee producer in the world. Civil war, abandoned farms, and the subsequent creation of
inefficient state farms contributed to the collapse of commercial agriculture. EIU, Angola Country
Profile, p. 25.

2 U.S. Department of State telegram, “Angola’s FY 2005 BFIF Proposals,” message reference
No. 000054, prepared by U.S. Embassy, Luanda, Jan. 13, 2005.

2 RCA indices measure a country’s export specialization in certain products, and they indicate
whether a country has or lacks comparative advantage in those products. See ch. 1 and app. D for a
discussion of RCA indices.

2 U.S. Department of State telegram, “ Angola Export Opportunities and Barriers for USITC
Study;” and U.S. Department of State telegram, “Angola’s FY-2005 BFIF Proposals.”

4 Republic of Angola, Monograph of the Republic of Angola, p. 15.

% U.S. Department of Energy, Angola Country Analysis Brief.

% EIU, Angola Country Profile, p. 32.

2-8



COMESA, represent significant potential export destinations for agricultural products if
intraregional infrastructureisimproved. Furthermore, by rehabilitating and modernizingits
communications and railway infrastructure, aswell asits airports, Angola has the potential
to becomeatransport center in the region and to provide exports of transportation services.?’
Theeconomicintegration of Angola, aswell asincreased intraregional trade between Angola
and its neighbors, depend in large part on internal political and economic developments
within the country.?®

Domestic and I nternational Barriers

Enforcement inefficienciesand alack of government transparency arewidespread problems
in Angola. Contractual and property rights are poor, and are considered amajor problemin
thecountry.? Thebusinessenvironment in Angolaisgenerally worsethan regional averages,
and well below OECD averages (table AN-5). For example, Angola scored well below
regional averages regarding the time and number of procedures required for contract
enforcement, as well as the time and cost associated with starting a business. In 2004, the
World Economic Forum ranked Angola 103 out of 104 countriesintermsof global business
competitiveness, and the World Bank identified Angolaas one of the most time-consuming
countries in the world to establish a business.*® Although the Heritage Foundation did not
assess Angola’ s economic freedom in 2005, 1995 and 2000 indices are well below regional
and OECD averages(table AN-6). Theprincipal obstaclesto private-sector devel opment and
business competitiveness in Angola include political uncertainty; lack of governance;
problems associated with market regulations; difficulties of acquiring business permits;
insufficient loan guarantees for financial services; high costs of capital and accessto credit;
aconstraining administrative, legal, and judicial environment; and hightransport, electricity,
and telecommunications costs.*

Asaresult, only 10.4 percent of the 51,429 kilometers of roads are paved. According to the
Government of Angola, the road networks have deteriorated because of war, poor
maintenance, and insufficient investment since the country’ sindependence (table AN-7).%
Infrastructure disrepair, aswell asthewidespread presence of land minesfromthecivil war,
greatly increasethe cost of transporting inputsto farmsand agricultural productsto market.*
Thethreemainrail linesarein poor condition, although limited sections have been opened
up following rehabilitation.* The northern rail link to the port of Luandais not operational,
while the Benguelarailroad, which formerly ran 830 miles across Angola’'s central region
to Democratic Republic of the Congo’s copper belt, currently runs 96 miles from the ports

2 AfDB Group, Country Strategy Papers 2002-2004 — Angola, p. 7.

% |bid.

# ElU, Angola Country Profile, p. 13.

% U.S. Department of State telegram, “Angola: 2005 Investment Climate Statement,” message
reference No. 00098, prepared by U.S. Embassy, Luanda, Jan. 27, 2005.

% AfDB Group, Country Strategy Papers 2002-2004 — Angola, pp. 8-9, found
www.afdb.org/en/country_operations/central_west/country_strategy papers, retrieved
Apr. 15, 2005.

¥ Republic of Angola, Monograph of the Republic of Angola, p. 14.

% U.S. Department of State telegram, “ Angola Export Opportunities and Barriers for USITC
Study,” message reference No. 000215, prepared by U.S. Embassy, Luanda, Feb. 18, 2005.

% EIU, Angola Country Profile, 2004, p. 17.
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Table AN-5
Angola: Business environment

Regional OECD
Business process Angola average average
Closing a business: Cost (percentofestate) .. .......... ... .. 18.0 20.5 6.8
Closing a business: Recovery rate (centsonthedollar) ........................ 1.2 171 72.1
Closing a business: Time (YEars) .. ... ...ttt 4.7 3.6 1.7
Getting credit: Cost to create collateral (percent of income per capita) ............ 6.9 41.8 5.2
Getting credit: Creditinformationindex ........... ... ... . i 4.0 21 5.0
Getting credit: Legalrightsindex .. .......... . 3.0 4.6 6.3
Getting credit: Private bureau coverage (borrowers per 1000 capita) . ... .......... 0.0 39.4 577.2
Getting credit: Public credit registry coverage (borrowers per 1000 capita) ......... 7.0 1.1 76.2
Enforcing contracts: Cost (percentofdebt) .......... ... ... .. ... . i 9.2 43.0 10.8
Enforcing contracts: Number of procedures . .......... .. ... .. .. . . i 47.0 35.0 19.0
Enforcing contracts: Time (days) . . .« ..ottt e 1,011.0 434.0 229.0
Registering a property: Number of procedures . ............. ... . i, 8.0 6.0 4.0
Registering a property: Cost (percent of property value percapita) ............... 11.0 13.2 4.9
Registering a property: Time (days) ... .. ...ttt 335.0 114.0 34.0
Starting a business: Number of procedures .............. ... 14.0 11.0 6.0
Starting a business: Cost (percent of income percapita) ....................... 884.6 225.2 8.0
Starting a business: Minimum capital (percent of income per capita) . ............. 64.4 254.1 44.1
Starting a business: Time (days) . . ...ttt 146.0 63.0 25.0
Employment: Difficulty of firingindex . .......... ... ... ... . . i .. 100.0 50.6 26.8
Employment: Difficulty of hiringindex . .......... ... ... . . i 44.0 53.2 26.2
Employment: Firing costs (Weeks) . ... ...t 116.0 59.5 40.4
Employment: Rigidity of employmentindex .. .......... .. ... .. . . i 75.0 56.0 34.4
Emplovment: Riaidity of hours index 80.0 642 200
Import tariffs Simple average of ad valorem duties

Country data not available.

Note.—Indicator definitions are provided in app. F.

Source: World Bank, “Doing Business in 2005,” found at http://rru.worldbank.org/DoingBusiness/, retrieved Jan. 25, 2005; and
WTO, “Country Profile,” Nov. 2004, found at http://stat.wto.org/CountryProfile/, retrieved Apr. 5, 2005.

Table AN-6

Angola: Economic freedom
Regional OECD
Angola average' average

Heritage Foundation indicators

1995 OVerall SCOMe . ...ttt 4.4 3.6 25
2000 OVErall SCOTE . . o\ttt e e e e e e e 4.5 3.7 2.2
2005 OVETaAll SCOME . . oottt ettt e e e e e e e e e e e ® 3.4 2.2
Trade PoliCy SCOME . ..ottt t et e et e ® 3.9 2.2
Fiscal burden of government score ............. ..ot ® 3.9 3.6
Government intervention in the economy score . ............ ..., ® 2.6 2.5
Monetary poliCy SCOIE .. ... v ittt e ® 2.4 15
Capital flows and foreign investmentscore ................. . ... . ® 3.2 2.0
Banking and finance score . .. ... .. ® 3.2 1.9
Wages and PriCeS SCOME . . . .. v vttt e et e e ® 2.8 2.1
Property rightS SCOre ... ... i e ® 3.7 1.6
ReQUIALION SCOTE . . .\ttt e et ettt e et et e e ® 3.7 2.7
Informal market activity SCOre . ... ... ® 4.1 1.9

* Heritage Foundation data cover 42 of the 48 SSA countries; it does not include Comoros, Eritrea, Liberia, S0 Tomé & Principe,
Seychelles, and Somalia.

2 Not available.
Note.—Indicator definitions are provided in app. F. A lower score indicates a higher degree of freedom.

Source: The Heritage Foundation, “2005 Index of Economic Freedom Database,” found at www.heritage.org, retrieved
Feb. 11, 2005.
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Table AN-7

Angola: Infrastructure-related indicators

MRY"
Roads, total network (Km, 2001) . . . .. .ottt e 51,429.0
Roads, paved (percent of total roads, 2001) . ... ... .ttt 10.4
Transport services (percent of service exports, BoP, 2001) .. ....... .ttt e 6.6
Transport services (percent of service imports, BoP, 2001) ... ... .t 11.2
Fixed line and mobile phone subscribers (per 1,000 people, 2002) . . . ...ttt 154
Internet users (per 1,000 people, 2002) . . . ..ottt 2.9
Mobile phones (per 1,000 people, 2002) . . . ...ttt 9.3
Telephone mainlines (per 1,000 people, 2002) . .. ...ttt e e e s 6.1
Electric power transmission and distribution losses (percent of output, 2001) . . .. ... 14.6
Energy imports, net (percent of commercial energy use, 2001) . . . ..ottt e -415.2

" Most recent year for which data are available between 1999 and 2003.

Note.—Indicator definitions are provided in app. F.

Source: World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/dataonline, retrieved Jan. 25, 2005.

of Lobito and Benguela to the foothills of Planalto.® The government plans to spend $4
billion over the next 11 years to build and reconstruct major railways in the country, and
plans to have rail lines operational for travel between Lobito and Cuito, a distance of
approximately 300 miles, by the end of 2006.%

Imported food products are often cheaper than domestic products from the interior because
of high land transport costs.*” However, Angola's main ports suffer from a lack of
maintenance and investment.® Poor market information and weak commercial networks
also reduce potential market opportunities.®

The agricultural and fisheries sectors face anumber of additional constraints caused by the
destruction of rural infrastructure, including wells, other sources of water, and roads during
the civil war.*° Other constraintsinclude difficulties of commercialization, the lack of seeds
and other agricultural inputs, and insufficient credit.** Although the government has made
effortsto rebuild thefishing fleet and rehabilitate existing fish-processing factory units, these
efforts have failed to attract investment and have had a negligible effect on the sector.*

Themain international impediment to potential export growth has been regional instability.
Although domestic civil unrest in Angola has subsided, regional instability continues to
hamper export growth potential. In particular, the regiona instability negatively affects
nonpetroleum sector investment.

% U.S. Department of State telegram, “Angola Export Opportunities and Barriers for USITC
Study.”

% U.S. Department of State telegram, “ Angolan Economic Roundup — Dec. 04,” message
reference No. 001474, prepared by U.S. Embassy, Luanda, Dec. 23, 2004.

% U.S. Department of State telegram, “ Angola Export Opportunities and Barriers for USITC
Study.”

% Republic of Angola, Monograph of the Republic of Angola, p. 15.

¥ U.S. Department of State telegram, “ Angola Export Opportunities and Barriers for USITC
Study.”

40 AfDB Group, Country Strategy Papers 2002-2004 — Angola, p. 8.

“ I bid.

“2 Republic of Angola, Monograph of the Republic of Angola, p. 15.
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Cameroon®

Economic Overview

Cameroon, located on the west-central coast of Africa just north of the equator, possesses
abundant natural resources and a diverse ecosystem, including dense tropical rainforests,
mountains, grassland savannah, and semidesert.** Cameroon has highly fertile agricultural
areas, extensive forestry resources, natural parks, regiona port facilities, minerals, and
petroleum reserves. The economy is heavily dependent on the country’s resource
endowments, such that petroleum, forestry, and agricultural commodity exports account for
a significant portion of the nation’s output. Cameroon’s GDP totaled $12.4 billion and
expanded by 4.2 percent in 2003 (table CM-1).

Table CM-1
Cameroon: Basic economic indicators

MRY"
GDP (current US$, millions, 2003) . . . ..o o ottt ettt e e e e 12,448.7
GDP growth (annual percent, based on local currency, 2003) . . . .. ..ottt 4.2
GDP per capita growth (annual percent, based on local currency, 2003) ... ... ..ttt 0.5
Inflation, consumer prices (annual percent, 2002) .. ... ...ttt e 2.8
External debt, total (current US$, millions, 2002) . . . .. ...ttt 8,502.5
Total debt service (percent of exports of goods and SEIVICES) . . . .. ..t ittt e ®
Exports of goods and services (percent of GDP, 1999) . . . .. ... i 24.6
Trade (percent 0f GDP, 2008) . . ...ttt ittt e e e e 50.0
Official exchange rate (local currency unit per US$, period average, 2003) ... ... . ..iutitnt e, 581.2
Population, total (MIllions, 2003) . . . ...t 16.1
Population growth (annual percent, 2003) . . . ... ..ottt 2.0
Labor force, total (MIllions, 2003) . . .. ..ottt e 6.6
Labor force participation rate, total (percent, 2002) . . .. ... ... e 41.4
Literacy rate, adult total (percent of people ages 15 and above, 2001) .. ....... ...ttt 67.9
Primary school enrollment ratio, total (percent, 2000)% . . . . . ... ... ittt 108.0
Secondary school enroliment ratio, total (percent, 1999) . . ... ...ttt e 19.6
Land use, arable land (percent of total, 2001) . . ... ... .ttt e 12.8
Gross capital formation (percent of GDP, 2003) . ... ..ottt ittt 17.3
Gross fixed capital formation (percent of GDP, 2003) . .. ... .ttt 17.3
Foreign direct investment, net inflows (percent of GDP, 2002) . . . .. ..ttt ittt e 0.9

* Most recent year for which data are available between 1999 and 2003.

2 Not available.

3 Where figures are more than 100 percent, total enroliment includes repeaters and pupils above and below the primary school
age.

Note.— Indicator definitions are provided in app. F.

Source: World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/dataonline, retrieved Jan. 25, 2005;
and African Development Bank, “Country Tables,” found at www.afdb.org, retrieved Feb. 1, 2005.

3 Prepared by George S. Serletis, Office of Industries.
4 Earthtrends Country Profiles, “ Cameroon, Ecosystems by areas by type,” found at
http: //earthtrends.wri.org/pdf_library/country profiles/For_cou_120.pdf, retrieved Mar. 31, 2005,

p. 1.
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Agriculture, including forestry, livestock, and fishing, is the economy’s most important
sector, supporting an estimated 70 percent of the population and employing about one-half
of the nation’s workers. The sector accounts for 27.9 percent of GDP (figure CM-1). About
90 percent of nonforestry agricultural output is produced on small-scale farms; the balance
is accounted for primarily by large-scale commercial banana, palm oil, and rubber
plantations.*’ Other important cash crops include cocoa, cotton, coffee, and pineapple.*
Leading food crops include cassava, plantains, corn, sorghum, and peanuts.*’

Figure CM-1
Cameroon: Composition of GDP (2003)

$12.4 billion

Services
42.1%

Agriculture
27.9%

Other Industry
23.7%

Oil (industry)
6.3%

Source: EIU, “Economic Structure,” found at www.viewswire.com, retrieved Feb. 1, 2005.

Cameroon’s industrial sector employs 15 percent of the labor force and accounts for just
under one-third of the country’s GDP. Its main components are the manufacturing and
petroleum sectors. The manufacturing sector is diversified and includes agroprocessing and
light industrial production. Cameroon imports and assembles various manufactured
components principally for domestic consumption, but some of these goods are exported to
regional members of the Economic Community of Central African States.*® Principal
manufactured products include food and beverages, aluminum, iron, steel, wood products,
paint, alcohol, and cement.*” Although domestic ownership in the manufacturing sector is

** Economist Intelligence Unit (EIU), “Cameroon: Economy: Background,” Oct. 28, 2004,
found at www.viewswire.com, retrieved Apr. 5, 2005.

* EIU, “Cameroon: Historical Data - Production of cash crops,” Aug. 1, 2004, found at
www.viewswire.com, retrieved Apr. 5, 2005.

47 Ibid.

*¥ For additional information on regional organizations, see app. C.

* Industry official, interview by USITC staff, Douala, Cameroon, Mar. 22, 2005.
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reportedly expanding, the sector is dominated by 30 large foreign-owned companies and
several small and medium enterprises (SMEs).*

The petroleum sector accounts for 6.3 percent of GDP and has been Cameroon’s leading
export commodity and the dominant foreign exchange earner sinceit wasfirst commercially
exploited in 1978. However, production of petroleum is declining as Cameroon’s existing
fields are depleted.™ In addition to crude petroleum, Cameroon produces downstream
products including gasoline, lubricants, and other petroleum-based products.

The services sector accounts for the largest share of GDP and employs one-third of the
population. The sector is composed of government activities, construction, financial and
banking services, transportation, communications, hotel and restaurant services, and other
private-sector activities. Although not officially calculated into Cameroon’s GDP figures,
the informal sector is estimated to account for as much as 35 percent of the country’s
economic activity, reportedly employing three-quarters of the population in urban areas.>

Despite Cameroon’ s ample resources, foreign direct investment (FDI) islow. Cameroonis
classified as an “underperformer” in attracting FDI by the UN Conference on Trade and
Development. Recent FDI increases were primarily directed to the petroleum sector,
targeting the Chad-Cameroon petroleum pipeline.*®* Cameroon also has attractive export
processing zone (EPZ) laws, and currently, 12 compani esoperate under the EPZ designation,
with 2 more scheduled to begin operations soon. However, investment in the program has
been limited since itsimplementation in 1992.>*

Export Profile

Cameroon’s exports, valued at $2.5 billion in 2003, were concentrated among a small
number of primary commodity goods (tablesCM-2 and CM-3). Nearly two-thirdsof exports
($1.5 billion) consisted of nonrenewabl e resources including petroleum (42.8 percent) and
hardwood lumber and logs™ (21.2 percent). Nonforestry agricultural commodity exports,
principally tropical agricultural products, accounted for another 30 percent of merchandise
exports and included bananas (9.8 percent), unprocessed cocoa beans (8.5 percent), cotton
(4.1 percent), and rubber (2.6 percent) in 2003. Aluminum (3.1 percent) was the only
significant industrial export.

% E|U, Cameroon Country Profile, 2004, p. 31.

5L “ Cameroon,” African Energy, found at www.africa-energy.convhtml/public/data/
cameroon.htm, retrieved Apr. 10, 2005.

%2 E|U, “ Cameroon: Economy: Background.”

% The pipelineisjointly owned and managed by Texaco/Chevron, Exxon/Mobil, and Petronas.
EIU, Cameroon Country Profile, p. 32.

> Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

% While hardwood lumber is technically arenewable resource, there is little coordinated effort
to replant forests that have been logged. Industry officials, interviews by USITC staff, Douala,
Cameroon, Mar. 22-23, 2005. Officially, exports of unprocessed logs are prohibited; however,
there are exceptions to the ban. “Cameroon Ban on Endangered Hardwoods, But with a
Loophole,” found at http://forests.org/ar chive/africa/cambanse.htm, retrieved Apr. 25, 2005.

2-15



Table CM-2
Cameroon: Leading 2003 exports by HS 2-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth
rate (CAGR)

2003 share  9-year
HS 2 Description 1994 1999 2003 of total CAGR
1,000 dollars — Percent
27 Mineral fuels, mineral oils and products of their
distillation; bituminous substances; mineral waxes .... 618,545.8 724,145.1 1,069,317.9 42.8 6.3
44 Wood and articles of wood; wood charcoal ............ 504,183.4 560,445.1 530,195.9 21.2 0.6
18 Cocoa and cocoa preparations. . ..............ouuun. 114,023.3 161,927.1  269,795.8 10.8 10.0
08 Edible fruit and nuts; peel of citrus fruit or melons ... .... 133,109.9 177,618.2  248,471.9 10.0 7.2
52 Cotton, including yarns and woven fabrics thereof . . . . .. 58,990.6 95,769.9  104,215.4 4.2 6.5
76 Aluminum and articles thereof ..................... 102,998.4 109,568.0 81,369.7 3.3 -2.6
40 Rubber and articles thereof ....................... 56,433.8 36,511.1 66,988.8 2.7 1.9
09 Coffee, tea, mate and spices . ..................... 144,755.7 99,376.0 42,569.4 1.7 -12.7
84 Nuclear reactors, boilers, machinery ................. 889.7 2,827.4 9,360.0 0.4 29.9
71 Natural or cultured pearls, precious or semiprecious
stones, precious metals; precious metal clad
metals, articles thereof; imitation jewelry; coin ... .. ... 785.1 6,843.6 4,842.6 0.2 22.4
Other ... 64,666.3 67.742.6 68,476.3 2.7 0.6
Total ..................o..iiiiiiiiiiiiii... 1,799,382.0 2042,774.0 2,495603.7 100.0 3.7

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.

Table CM-3
Cameroon: Leading 2003 exports by HS 4-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth
rate (CAGR)

2003 share  9-year
HS 4 Description 1994 1999 2003 of total CAGR
1,000 dollars —— Percent
2709 Petroleum oils and oils from bituminous minerals, crude 590,387.1 669,518.6 1,066,753.8 42.7 6.8
4407 Wood sawn or chipped lengthwise, sliced or peeled,
more than 6 mm (.236in.) thick ................... 110,924.1  211,108.6  346,420.4 13.9 13.5
0803 Bananas and plantains, freshordried ................ 131,926.3  173,065.0  244,207.0 9.8 7.1
1801 Cocoa beans, whole or broken, raw or roasted ......... 100,614.8 122,4448  212,313.9 8.5 8.7
4403 Wood in the rough, whether or not stripped of bark or
sapwood, or roughly squared . .................... 363,161.5 305,050.5 124,619.7 5.0 -11.2
5201 Cotton, not carded orcombed . ..................... 50,433.2 88,998.2  102,198.3 4.1 8.2
7601 Aluminum, unwrought . ... ......... ... 93,231.9 99,467.6 77,528.4 3.1 -2.0
4001 Natural rubber, balata, gutta-percha, guayule, chicle
and similar natural gums, in primary forms or in
plates, sheetsorstrip ............. ... ... . 55,048.8 36,295.7 64,746.5 2.6 1.8
1803 Cocoa paste, whether or not defatted ................ 7,664.7 32,108.8 46,460.4 1.9 222
0901 Coffee, whether or not roasted or decaffeinated;
coffee husks and skins; coffee substitutes
containingcoffee .......... ... ... .. . ... .. 144,289.3 99,259.1 42,507.7 1.7 -12.7
Other ... 151,700.4  205,457.0  167,847.7 6.7 11
Total .o 1,799,382.0 2,042,774.0 2,495,603.7 100.0 3.7

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.
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Cameroon’s leading export, crude petroleum, increased in value by a compound annual
growthrate (CAGR) of 6.8 percent during 1994-2003, primarily dueto steepincreasesinthe
price of crude petroleum during the period. However, during 2000-03, exports of petroleum
declined by 20 percent and are expected to continue to fall as Cameroon’s petroleum
reserves are exhausted.® Exports of forestry products displayed two contrasting trends.
Shipments of logs fell by 66 percent during the decade, the result of government policy
limiting the export of unprocessed logs. In contrast, exports of lumber (sawn wood)
increased by more than 200 percent as the forestry sector shifted to more value-added trade
during the period.

Exports of bananas and cocoa, the third- and fourth-most valuable exports, both posted
strong growth, which nearly doubled during 1994-2003. Exportsof cotton, animportant and
growing export commodity, also trended upward, registeringa CAGR of 8.2 percent during
the period. Exports of Cameroon’s leading agricultural downstream product, cocoa paste,
also increased during the period, reaching over $46 million in 2003. Exports of aluminum
declined dlightly as a result of shortagesin electricity. Shipments of coffee fell steeply as
declining world coffee prices caused Cameroon’ s production to contract during the period.

EU countries, representing 7 of Cameroon’ stop 10 export markets, were by far the leading
destinationsaccounting for $1.8 million, or nearly three-quartersof thenation’ smerchandise
exports (table CM-4). Europe is an appealing destination for Cameroon’ s exports because
of close historical, cultural, and commercial ties, and an established shipping network. EU
markets are also major consumers and downstream processors of Cameroon’s commaodity-
based products. Regionally, Cameroon’s exports to other sub-Saharan African (SSA)
countries, totaled $293 millionin 2003, morethan doubling during 1994-2003. Although the
main exports were petroleum products (44 percent), other product exports were diversified
and relatively balanced among avariety of goodsincluding food productsand lightindustrial
products. Thereis aso a significant amount of unofficial trade along Cameroon’s borders
with its neighbors, particularly on the northwest frontier with Nigeria where trade in
contraband goods is thriving.>” Cameroon’ s exports to Chinaincreased significantly, by a
CAGR of 32.5 percent during the last decade, and represented its fastest-growing export
destination among leading markets. Principal exportsto Chinawere petroleum, lumber, and
cotton.

% ElU, Cameroon Country Profile, p. 48.
* Industry official, interview by USITC staff, Douala, Cameroon, Mar. 22, 2005.
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Table CM-4

Cameroon: Leading export markets, 1994, 1999, 2003, percent of 2003 total, and compound annual growth rate (CAGR)

2003 share 9-year
Market 1994 1999 2003 of total CAGR
—— 1,000 dollars Percent
Spain ... 314,399.5 238,675.1 541,962.9 21.7 6.2
taly ..o 314,387.2 419,739.2 404,449.9 16.2 2.8
France ....... ... .. . ... . . i 429,272.9 367,892.8 302,318.2 12.0 -3.8
Netherlands ............ ... ... ... .... 134,168.2 146,811.0 280,647.8 11.2 8.5
United States ........................ 60,966.0 83,795.7 225,910.6 9.1 15.7
United Kingdom ...................... 53,474.4 69,342.9 159,625.7 6.4 12.9
China ....... ... . . 9,138.6 76,313.8 115,222.5 4.6 325
Belgium ........ . ® 69,408.2 89,107.7 3.6 A
Germany . .....vvi 117,142.0 67,936.0 64,826.0 2.6 -6.4
Korea,Rep. ........ ... ... ... ... ... 65,117.0 66,397.1 55,570.0 2.2 -1.7
Other ...... ... ... 301,316.4 436,462.2 255,962.4 10.3 -1.8
Total ........... .. .. ... ..., 1,799,382.0 2,042,774.0 2,495,603.7 100.0 3.7

! Not available.
2 Undefined.

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.

Sectors with the Greatest Export Growth Potential

Cameroon’s export profile is highly correlated with its leading revealed comparative
advantage® (RCA) indices. Seven of the top 10 products, as ranked by the RCA index, are
leading export commodities, including mainly tropical agricultural and forestry products:
bananas, cocoa, coffee, cotton, rubber, lumber, and other articles of wood (appendix E, table
E-5). Most of these sectors are operating well below capacity,™ and have potential for
expansion. A mgjor initiative of the government isto diversify the country’ s economic base
away from its reliance on the petroleum sector; both the government and the Cameroon
business community believe that Cameroon has promising potential for export growth in
downstream products. Thepotential exportsindicated by the RCA analysisal so corresponds
with the sectorsidentified by Cameroonian business participants. In addition to agricultural
products, Cameroon has potential exportsinthe manufacturing, mining, and servicessectors.
Cameroon’s diverse agricultural sector is fundamental to the country’s export growth
potential . Although agricultural commaodity productsrepresent themajority of nonpetroleum
exports, the sector has been operating well below capacity, resulting from a lack of
investment and years of public-sector mismanagement.®

Cameroon’s leading agricultural commodity export, cocoa, represents good potential for
further export development. Because of its climate and low-acid volcanic soil, Cameroon
produces high-quality cocoa beans, that are highly valued in the international market.®

% RCA indices measure a country’s export specialization in certain products, and they indicate
whether a country has or lacks comparative advantage in those products. See ch. 1 and app. D for a
discussion of RCA indices.

% African Development Bank (AfDB)/Organization for Economic Cooperation and
Development (OECD), “Cameroon,” African Economic Outlook, 2004, p. 96.

® ElU, “Cameroon Economy, The Government moves to revive the cocoa export.”

Jan. 11, 2005, found at www.viewswire.com, retrieved Apr. 4, 2005.
¢ Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

2-18



Output has stagnated for several decades because of lack of investment. The government
recently invested $73 million to provide technological and extension support to farmers,
improveinfrastructure, renew the aging plant-stock, improve pest control, and diversify plant
varieties. Additional funding will support increased domestic processing of cocoabeansfor
export.

Cameroon produces and exports both robusta (85 percent) and arabica (15 percent) coffee
beans. Cameroon’ s potential for increasing both the volume and value of exports depends
onimproving thequality of robustaproduction and increasing the cultivation of high-quality
arabica coffee beans. There is also potentia to produce and export certified organic and
“rainforest-friendly products’ that could command higher market prices.®? The key to
increased coffee exportsisfarmersreceiving pricesthat will provide incentivesto continue
to produce quality beans.®® The goal of Cameroon’s coffee producing sector is to increase
exports of processed coffee products, including roasted and packaged coffee.** Theindustry
aready roasts, grinds, and packages coffee, primarily for the domestic and regional markets.
A Cameroonian coffee sector representative commented that the sector could significantly
increase exports of both beans and downstream coffee products, provided it can access
marketing and technical assistance.®

Given the recent privatization of the banana company and new investment to increase
mechanization and to upgrade plantations, Cameroon’s leading agricultural export by
volume, bananas, al so representspotential for increased exports. Cotton exportshavetrended
upwards over the last decade. Given government plans to privatize the state-owned cotton
company and increasing competitiveness in the sector, there is substantial potential for
increased exports in the short to medium term.® Other potential agricultural exports
identified by domestic industry representatives include soybeans, which reportedly grow
well in coffee growing regions; natural rubber, whichisincreasingly being demanded for use
in sporting goods products; and mangoes, papaya, beef, lamb, pork, fresh and salt water fish,
and rattan.”’

Cameroon’s current production of fruits and vegetables could potentially be further
processed. The government and private sector reported that processed products are
particularly promising because they are less perishable and are generally subject to less
restrictive sanitary and phytosanitary (SPS) requirementsthan fresh products.®® The greatest
potential for these products exists in developing niche markets.®® For example, fruit juices,
including pineapple and mango juices, were identified as prospective specialty and organic
exports.” Other agricultural commodities with potential for increased processed exports
include green beans and processed tropical fruit. Cameroon currently processesgreen beans,

% Industry official, interview by USITC staff, Douala, Cameroon, Mar. 24, 2004.

8 Industry official, interview by USITC staff, Douala, Cameroon, Mar. 24, 2004.

® Industry official, interview by USITC staff, Douala, Cameroon, Mar. 24, 2004.

% Industry officia, interview by USITC staff, Douala, Cameroon, Mar. 24, 2004.

% “|nternational success in cotton through local partnerships,” found at
www.wor | dreport-ind.comy/camer oon/cotton.htm, retrieved, Apr. 15, 2005.

7 Business executive panel, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005; trade
pandl, interview by USITC staff, Douala, Cameroon, Mar. 24, 2005; United Nations Devel opment
Programme, “Rattan To Grow - Cameroon,” July 2004, found at
www.tve.or g/ho/doc.cfm?aid=1526& lang=English, retrieved Apr. 23, 2005.

&8 Business executive panel, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

% Business executive panel, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

70 Business executive panel, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.
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and it was reported that there is enough demand for processed green beans to warrant a
second factory.” Cameroon also has potential for producing tropical fruit pul p products that
can be used in processed food applications.” In addition, Cameroon’s |leading processed
agricultural export, cocoabuitter, isexpected to continueits export growth.” Other identified
potential processed agricultural exports include shea butter, cigar wrapper tobacco, and
processed meat.”

Cameroon’ sforested area, covering 40 percent of the country’ sland area, isthethird largest
in Africaand offers enormous potential for development of exports. Consisting of tropical
and deciduous forest, Cameroon has 17 million hectares of potentially exploitable
woodlands,” and potential exports include lumber and processed wood products such as
furniture, wood veneers, wood flooring, and high-quality plywood.” In addition to
traditional forest product exports, other forest resources with potential export applications
include barks, medicinal plants, and essential oils.”

Although potential exports in Cameroon’s manufacturing sector are limited because of
increasing competition from imports and capacity constraints,” the leading manufactured
export, aluminum, has potential for expanded exports if electricity shortages can be
addressed. A new diesdl electricity plant in Limbe is expected to supply the industry with
adequate€l ectricity toincrease production.” Thereisal so potential for Cameroontoincrease
exports of certain light industrial products to regional markets.2’ These light-manufactured
goods representing potential for export growth include handicrafts such as wood carvings,
articles of bronze, embroidered fabrics, jewelry, and straw bags.®

Textiles and apparel products (particularly small niche-market products and hand-woven
textiles)® were also identified as potential manufacturing sector exports. Although the
country currently does not export significant quantities of textiles or apparel, industry
officials identified hospital scrubs, underwear, bed sheets, upholstery, and T-shirts as
potential exports, if producers can make use of existing preferential trade agreements, such
as AGOA % The potential for such exports is dampened, however, by the increased global
competition presented by removal of textile and apparel quotasin 2005.%*

™ Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

"2 Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

8 Business executive panel, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

™ Trade panel, interview by USITC staff, Douala, Cameroon, Mar. 24, 2005.

> Cameroon Chamber of Commerce, Industry, Mines and Crafts, “ The Forestry Field,”
brochure provided to USITC staff, Douala, Cameroon, Mar. 23, 2005.

® Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

" Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

8 E|U, Cameroon Country Profile, p. 31.

™ AfDB/OECD, “Cameroon,” p. 95.

8 |ndustry official, interview by USITC staff, Douala, Cameroon, Mar. 22, 2005; and trade
panel, interview by USITC staff, Douala, Cameroon, Mar. 24, 2005.

8 Industry officids, interview by USITC staff, Douala, Cameroon, Mar. 22, 2005.

8 West African Trade Hub, “WATH Focuses on Selected Sectors,” found at
http: //mww.watradehub.com/program/agoa_export.htm, retrieved, Apr. 22, 2005.

8 Industry official, interview by USITC staff, Douala, Cameroon, Mar. 22, 2005

8 For additional information on the Multifiber Arrangement and the end of textile and apparel
quotas in 2005, see app. C.
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Cameroon’s numerous underexploited mineral resources present potential for expanded
exports. Such mineralsincluderutile (titanium oxide); Cameroon reportedly hastheworld’s
second-largest deposits after Australia®™ Cameroon’s extensive bauxite reserves have
potential for export growth.2® Cameroon also has confirmed exploitable deposits of iron,
cobalt, and nickel ores. The government is exploring the possibility of extracting other
mineralssuch as cassiterite (used to producetin), gold (with potential production of 1 metric
ton per year), diamonds (with apotential of 7,000 carats per year),®” marble, and limestone.®
It was also reported that Cameroon’s littoral sand could be of an idea quality for glass
production.®

Although Cameroon’ spetroleum reservesaredeclining, the country hastherefining capacity
to process petroleum coming from Chad through the Chad-Cameroon pipeline. Refined
petroleum products have been an important segment of Cameroon’s exports to the region,
and the increased supply of crude petroleum provides an opportunity to expand those
exports. Cameroon a so has underexploited reserves of natural gasthat could be exported.*®

Withinthe services sector, tourism offersan opportunity for increased exports. Although the
current level of tourism is small-only about 250,000 tourists visited Cameroon in
2002*—Cameroon’ s diverse ecosystems represent a potential for increasing the number of
tourists. Cameroon possesses five diverse natural parks that have an abundance of wildlife
and extensivetropical rainforests, which hold great potential for ecotourism. Cameroon also
offers tropical beach areas on the Atlantic Ocean and cultural tourism opportunities in
traditional tribal areas.®

Domestic and I nternational Barriers

Cameroon lags behind SSA averagesin business environment indices in anumber of areas
such as attaining credit, enforcing contracts, and employment rigidity (table CM-5).
Cameroon ranks below SSA economic freedom averages for most categories, including
trade policy, government intervention, and banking and finance (table CM-6). Since the
recession in the mid-1980s and continuing through the present, Cameroon’s systems of
transportation, telecommunications, and electricity generation (table CM-7) have been in
need of investment. Theseimpediments substantially lower the export sector’ s productivity
and international competitiveness. The lack of an environment conducive to business has
prompted some potential entrepreneurs to operate in the informal sector. Cameroon’s
informal market activity score is higher than the average for SSA.

8 Cameroon Chamber of Commerce, “The Mining Field,” brochure provided to USITC staff,
Douala, Cameroon, Mar. 23, 2005.

8 Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

8 Cameroon Chamber of Commerce, “ The Mining Field;” and EIU, Cameroon Country
Profile, p. 31.

8 1bid.

# Trade panel, interview by USITC staff, Douala, Cameroon, Mar. 24, 2005.

% Cameroon Chamber of Commerce, “The Mining Field.”

°: Cameroon Chamber of Commerce, “The Tourism Field,” brochure provided to USITC staff,
Douala, Cameroon, Mar. 23, 2005.

% |bid.
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Table CM-5
Cameroon: Business environment

Regional OECD
Cameroon average average
Closing a business: Cost (percentofestate) .. .......... ... .. 18.0 20.5 6.8
Closing a business: Recovery rate (centsonthedollar) ........................ 21.4 171 72.1
Closing a business: Time (YEars) .. ... ...ttt 3.2 3.6 1.7
Getting credit: Cost to create collateral (percent of income per capita) ............ 87.6 41.8 5.2
Getting credit: CreditinformationiIndex . .......... ... .. .. ... . . .. 2.0 21 5.0
Getting credit: Legalrightsindex .. .......... . 4.0 4.6 6.3
Getting credit: Private bureau coverage (borrowers per 1000 capita) . ... .......... 0.0 39.4 577.2
Getting credit: Public credit registry coverage (borrowers per 1000 capita) ......... 1.0 1.1 76.2
Enforcing contracts: Cost (percentofdebt) .......... ... ... .. ... . i 36.4 43.0 10.8
Enforcing contracts: Number of procedures . .......... .. ... .. .. . . i 58.0 35.0 19.0
Enforcing contracts: Time (days) . . .« ..ottt e 585.0 434.0 229.0
Registering a property: Number of procedures . ............. .. ... 5.0 6.0 4.0
Registering a property: Cost (percent of property value percapita) ............... 18.8 13.2 49
Registering a property: Time (days) . .. .. ...ttt 93.0 114.0 34.0
Starting a business: Number of procedures ............ ... ... 12.0 11.0 6.0
Starting a business: Cost (percent of income percapita) ....................... 182.5 225.2 8.0
Starting a business: Minimum capital (percent of income per capita) . ............. 232.0 254.1 44.1
Starting a business: Time (days) . ... ... ..ottt 37.0 63.0 25.0
Employment: Difficulty of firingindex . ........... ... .. ... . .. 80.0 50.6 26.8
Employment: Difficulty of hiringindex . .......... ... ... . . i 61.0 53.2 26.2
Employment: Firing costs (Weeks) . . .. ..ot 46.0 59.5 40.4
Employment: Rigidity of employmentindex .. .......... .. ... .. . . i 74.0 56.0 34.4
Emplovment: Riaidity of hours index 380.0 42 20.0
Import tariffs Simple average of ad valorem duties
(Cameroon, applied rate, 2001)
AllLGOOS . . o 18.0
Agricultural goods . . .. ... 22.0
Nonagricultural goods . . ... ..o 17.5

Note.—Indicator definitions are provided in app. F.

Source: World Bank, “Doing Business in 2005,” found at http://rru.worldbank.org/DoingBusiness, retrieved Jan. 25, 2005; and WTO,
“Country Profile,” Nov. 2004, found at http://stat.wto.org/CountryProfile, retrieved Apr. 5, 2005.

Table CM-6

Cameroon: Economic freedom
Regional OECD
Cameroon average' average

Heritage Foundation indicators

1995 OVErall SCOTE . . .ottt ettt e 35 3.6 25
2000 OVErall SCOTE . . ..ottt 3.7 3.7 2.2
2005 OVEerall SCOMe . . ..ottt 3.6 34 2.2
Trade poliCy SCOTE . . ..ottt e 5.0 3.9 2.2
Fiscal burden of governmentscore ................ ... 4.0 3.9 3.6
Government intervention in the economy score .. ..., 35 2.6 25
Monetary poliCy SCOre ... ... i 1.0 2.4 15
Capital flows and foreign investmentscore ............ .. ... ... ... ...... 3.0 3.2 2.0
Banking and finance score . .......... . 4.0 3.2 1.9
Wages and PriCES SCOTE . . . .. v vttt e et et et et e 3.0 2.8 21
Property rights SCOre . .. ... 4.0 3.7 1.6
Regulation SCOre .. ... .. 4.0 3.7 2.7
Informal market activity SCOre . . . . .. ..ot 4.5 4.1 1.9

* Heritage Foundation data cover 42 of the 48 SSA countries; it does not include Comoros, Eritrea, Liberia, S0 Tomé & Principe,
Seychelles, and Somalia.

Note.—Indicator definitions are provided in app. F. A lower score indicates a higher degree of freedom.

Source: The Heritage Foundation, “2005 Index of Economic Freedom Database,” found at www.heritage.org, retrieved
Feb. 11, 2005.
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Table CM-7

Cameroon: Infrastructure-related indicators

MRY"
Roads, total network (Km, 1999) . . . ... .o 34,300.0
Roads, paved (percent of total roads, 1999) . .. ... ..t 125
Transport services (percent of service exports, BoP) .. ... ... e ®
Transport services (percent of service Imports, BoP) . ... ... ®
Fixed line and mobile phone subscribers (per 1,000 people, 2002) . . .. ..ottt it 49.7
Internet users (per 1,000 people, 2002) . . . ..ottt 3.8
Mobile phones (per 1,000 people, 2002) . ... ..ttt e 42.7
Telephone mainlines (per 1,000 people, 2002) . .. ...ttt i e e e e e 7.0
Electric power transmission and distribution losses (percent of output, 2001) . ... ... ...t 25.7
Energy imports, net (percent of commercial energy use, 2001) . . . . ... -93.7

* Most recent year for which data are available between 1999 and 2003.

2 Not available.

Note.—Indicator definitions are provided in app. F.

Source: World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/dataonline, retrieved Jan. 25, 2005.

Cameroon’ s transportation system is a significant impediment to devel oping the country’s
economic resources.® A lack of road networks connecting it with its neighbors also limits
Cameroon’s ability to trade with the region. Bridge infrastructure isin need of repair and
replacement. For example, on the highway that connects Cameroon’s rich agricultural
province of Limbewith the port at Doual a, acolonial-erabridge collapsed in early 2004 and
has yet to be replaced. The Bonaberi bridge over the Wouri river, which connects the two
halves of Cameroon commercial center in Douala, also is dilapidated, causing major traffic
jamsin the country’ s most important commercial center. Other transportation systems are
a so deficient. Cameroon’ srail system, though privatized and reportedly receiving FDI, has
only 1,000 kilometers of track and is hampered by inefficiency, old rolling stock, and poor
safety systems. Cameroon’ snational airline suffersfromalack of capital and doesnot have
regular flights.** Moreover, Cameroon’s access by air to its major trading partners in the
European Union and within the region is relatively limited.

Cameroon’s main outlet for exportsis the port of Douala, which handles 95 percent of the
country’ sexternal trade.*® Although the port promotesitself asatransportation hub for entral
Africa, a number of factors limit its role as a regional hub.® The port is located 25 miles
from the Atlantic Ocean on the Wouri estuary, which isproneto silt buildup. Therefore, the
port requires expensive dredging, making it unsuitable for the largest sea-going ships.”’
Although the port has some new facilities, it has a number of old storage depots, outdated
infrastructure,®® and needs additional cold storage facilities for perishable agricultural
commodities. Until recently, the container facility was sow to process cargo containers.
However, privatization hasreportedly increased efficiency and improved turn-around times

% Industry official, interview with USITC staff, Douala, Cameroon, Mar. 24, 2005; and EIU,
Cameroon Country Profile, p. 33.

% EIU, Cameroon Country Profile, p. 17.

% |bid., p. 18.

% Industry official, interview by USITC staff, Douala, Cameroon, Mar. 22, 2005.

% | nfrastructure management official, interview by USITC staff, Douala, Cameroon,
Mar. 24, 2004.

% | nfrastructure management official, interview by USITC staff, Douala, Cameroon,
Mar. 24, 2004.
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for container processing.*® Cameroonian port authority officials stated that a new deep-sea
port will be constructed on the coast at Limbe, which should alleviate current capacity
problems. However, the facility will not be operational until 2008.*®

Cameroon is using only an estimated 2 percent of its hydroelectric potential and lacks
sufficient electric power generating capacity.™™ Over 90 percent of the country’ s electricity
isgenerated from hydroel ectric stations. During thelast 4 years, el ectric generating capacity
fell by 35 percent because of low rainfall,* resulting in frequent cuts in power and high
electricity rates. A new thermal power station in Limbe is expected to increase the
availability of electricity to agricultural and manufacturing businesses in the region.

Cameroon’ s fixed-line telecommunications system reportedly has outdated equipment that
causesirregular servicein many partsof the country.'® Although mobile phones have better
service and 10 times the subscriber base, the cost of serviceis high.'®*

Quality control, inadequate technical capacity, and lack of government and institutional
support were also cited asimpedimentsto export devel opment. Thereisreportedly alimited
understanding of global market quality requirements, particularly for large developed
markets such as the United States.'® In addition, domestic firms are unable to fulfill the
volume requirements of importers in developed-country markets. With the exception of
Cameroon’s EPZ program, theinstitutional framework for devel oping export businessesis
lacking.'® The country’s EPZ policies are reportedly very favorable.™”

It has been suggested that the government should provide additiona regulatory and tax
policy incentives to improve the business environment, so that businesses that serve the
domestic market can expand into exports.’® There are also significant bureaucratic
reguirements such as complicated paperwork and time-consuming approval proceduresthat
must be followed when establishing a business. Cameroon requires twice the number of
procedures must be undertaken to start abusiness as compared with OECD countries. SMEs
in particular face a number of challenges in Cameroon that make it difficult to establish a
new business. Thereis no investment promotion agency and no framework to facilitate or
promote exports by SMEs. For example, the government has yet to establish certain
procedures for businesses wanting to take advantage of opportunities in the AGOA
program.'®

The lack of available capital was cited by Cameroon business participants as a leading
obstacle to the development of export industries. In terms of indices for getting credit,
Cameroon ranks below SSA averages in most categories, and well below OECD averages

® Infrastructure management official, interview by USITC staff, Douala, Cameroon,
Mar. 24, 2004.

190 | nfrastructure management official, interview by USITC staff, Douala, Cameroon,
Mar. 24, 2004.

101 AfDB/OECD, “Cameroon,” p. 95.

102 F|yY, Cameroon Country Profile, p. 20.

103 |hid., p. 18.

104 | hid., p. 19.

195 Industry official, interview by USITC staff, Douala, Cameroon, Mar. 21, 2005.

1% | ndustry official, interview by USITC staff, Douala, Cameroon, Mar. 21, 2005.

7 |ndustry official, interview by USITC staff, Douala, Cameroon, Mar. 21, 2005.

1% | ndustry official, interview by USITC staff, Douala, Cameroon, Mar. 24, 2005.

1 Trade official, interview by USITC staff, Douala, Cameroon, Mar. 24, 2005.
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(table CM-5). A contributing factor isthat the country has no investment banksthat provide
long-term, low-interest |oans. Commercial banksoperatingin Cameroon provideshort-term,
high-interest loans primarily to large companies that can make substantial collatera
commitments.™® Because interest rates are high, reportedly averaging 20 percent, most
commercial loans are used to finance short-term capital projects, or to finance trade
transactions, instead of long-term business development. Consequently, large sectors of
Cameroon’s economy do not have access to capital. The scarcity of credit is particularly
acute for SMEs.™*

According to the U.S. Department of State, corruption is endemic in Cameroon.™? Despite
various anticorruption campaigns by the government, lack of transparency is prevalent at
many levels. Lack of transparency in judicial and customs regulations were regularly cited
as factors constraining export growth. Timely movement of goods through customs,
particularly through the port of Douala, requires unofficial payments in the form of
additional “taxes’ and “fees.” For example, exportersof traditional craftsarerequiredto pay
acustomsfee of 5 percent, but to “expedite” the shipment, additional taxes must be paid to
customs agents.™ Generally, fees must be paid to meet with customs personnel, to check on
shipments, and to inspect cargo containers.*

The U.S. Department of State also notes that the “dysfunctional judiciary severely disrupts
the devel opment of Cameroon’ seconomy and society.”*** Local businessesreportedly exert
financial and political pressure to influence judges.**® Accordingly, enforcing contractsin
Cameroon takes more time and requires more procedures than the regional SSA average.
Reportedly, widespread fraud withinthejudiciary isacritical factor limiting FDI.**' Thelack
of transparency reportedly extendsbeyond thejudicial systemto criminal and transportation
enforcement by the police, and to regulations governing the exploitation of natura
resources.™®

Another often-identified impediment is the lack of skilled technical labor necessary for
diversification into more skill-intensive industries. In some cases, skilled technical workers
have to be imported to work on large or sophisticated projects,** as there are not enough
technical and vocational schoolstotrainthepersonnel necessary to meet the country’ sneeds.
Other less-frequently identified impedimentsinclude alack of global business management

19 Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

11 ElU, Cameroon Country Profile, p. 32.

M2 .S, Department of State telegram, “ Cameroon Investment Climate Statement 2005,”
message reference No. 250356, prepared by U.S. Embassy, Y aoundé, Jan. 5, 2005.

3 Industry officials, interview by USITC staff, Douala, Cameroon, Mar. 22, 2005.

14 % Corruption at the Douala Port, A Special Report,” posted Jan. 6, 2005, found at
www.postnewsline.com/special_report_corruption_at_douala_port, retrieved Apr. 25, 2005.

15 U.S. Department of State telegram, “ Cameroon Investment Climate Statement 2005.”

18 1 pid.

17 |ndustry official, interview by USITC staff, Douala, Cameroon, Mar. 24, 2005; and U.S.
Department of State telegram, “Cameroon Investment Climate Statement 2005.”

118 J.S. Embassy official, interview by USITC staff, Douala, Cameroon, Mar. 21, 2005; and
“Africa s rainforest depend on cutting out corruption,” Environmental Media Resources, found at
www.ems.or g/nws/2005/02/05/africas _rainfore, retrieved May 1, 2005.

19 For example, for the Chad-Cameroon petroleum pipeline, alarge number of welders from
India came to Cameroon because there were not sufficient numbers of domestic welders to work
on the project. Export officia, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.
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knowledge, over-reliance onthe French language, lack of coordination by companieswithin
industries, and alack of security.*®

Although textiles and apparel were cited as potential exports, there is reportedly alack of
quality inputs, including yarn, fabric, and apparel-making equipment.** Moreover, no
domestic manufacturers supply shipping and packaging material appropriate for the
international apparel business.'# Intheforestry sector, thereisalack of processing capacity,
asaresult of too few large-scale sawmills, plywood manufacturing plants, and factories to
construct other downstream wood products including flooring, wood veneer products, and
furniture.” There is also a shortage of skilled furniture designers and craftsmen that can
manufacture furniture demanded by the world market.**

Finally, thelack of tourist-quality hotels, resorts, and other associated infrastructure, the poor
state of Cameroon’s road networks, and a lack of personal security, particularly in major
urban areas, may dissuadetouristsfromvisiting the country. Thelack of regularly-scheduled
domestic air serviceisaso amajor hindrance to increased tourism.

Cameroon’ sagricultural commaodity-based exportsfaceinternational barriers, including SPS
reguirements and certification standards in important export markets such as the European
Union, the United States, and Japan. These technical market requirementsincrease the cost
of business and limit export growth. Although many tariffs for primary commodities are
generally low, tariffson processed agricultural products can be high. In someof Cameroon’s
potential markets, two of Cameroon’s leading exports, coffee and cocoa, face tariff
escalation, whereby higher tariffs are placed on processed products as compared with their
corresponding commodity inputs. Thistariff structurelimitstradeto low-value commodities
and discourages exports of downstream products. Certain processed fruits and vegetables
may also be affected by tariff escalation.’® In addition to nontariff measures and tariffs,
observers have cited agricultural support programs in developed countries as barriers to
increased exports of products such as cotton.*?

120 | ndustry executive, interview by USITC staff, Douala, Cameroon, Mar. 24, 2004; business
executive panel, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005; industry official,
interview by USITC staff, Douala, Cameroon, Mar. 22, 2005; and trade panel, interview by
USITC staff, Douala, Cameroon, Mar. 24 2005.

2! Industry official, interview by USITC staff, Douala, Cameroon, Mar. 21, 2005.

22 Industry official, interview by USITC staff, Douala, Cameroon, Mar. 21, 2005.

128 Cameroon Chamber of Commerce, “ The Forestry Field.”

124 Export official, interview by USITC staff, Douala, Cameroon, Mar. 23, 2005.

125 .S. Department of Agriculture, Economic Research Service, “Market Access for High-
Vaue Foods,” found at www.er s.usda.gov/publications/aer 840/aer 840.pdf, retrieved
Apr. 12, 2005.

126 .S, Ambassador to Cameroon,“ Ambassador Marquardt: ‘ Trade is Africa's Greatest Hope
for Prosperity’,” Op-Ed article, Apr. 16, 2005, found at http://usembassy.state.gov/Yaounde/
wwwhamb_oped.html, retrieved Apr. 25, 2005.
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Gabon*?’

Economic Overview

Gabon has a well-developed petroleum sector and is one of the richest countries in sub-
Saharan Africa. In 2003, its GDP was $5.6 billion, and GDP growth was 3.4 percent (table
GN-1). However, Gabon' sdependence on petrol eum revenues makesitseconomy vulnerable
to fluctuationsin petroleum prices. Although Gabon’ sper capitaGDP of $4,312isrelatively
high, wealth distribution is highly uneven; about 5 percent of the population owns over
90 percent of the wealth.*®

The petroleum industry accounts for 41.9 percent of GDP (figure GN-1). The main crude
petroleumfield at Rabi isnearing theend of itsproductivelife, with some sourcesestimating
a50-percent drop within the next 10 years.**® Gabon has used several strategiesto slow the
decline in petroleum production, including improvements in technology that have enabled
production from marginal fields. Gabon’ s attempts during 1999-2001 to encourage foreign
investment in deep-water off shore expl oration weremostly unsuccessful . Gabon now focuses
on attracting companies skilled in exploiting the more numerous, marginal petroleum
fields.™* Nevertheless, unlessnew fieldsare discovered, Gabon facestheinevitabledepl etion
of its petroleum reserves.

The services sector accounts for 37.4 percent of GDP, and is dominated by services
associated with the petroleum industry and the public sector (the largest employer in the
formal sector).™ The manufacturing sector accounts for 13.7 percent of GDP and includes
construction, electricity, water, and other utilities. Important manufacturing activitiesinclude
production of canned and bottled drinks, cement, soap, industrial gas, cigarettes, textile
printing, flour mills, and coffee hulling.

The agriculture, fisheries, and mining sector accounts for 7.0 percent of GDP and are
dominated by manganese mining and the timber industry. Small-scale farms cultivate crops
such as cassava, yams, and plantains. The traditional cash crops are palm oil and peanuts,
which have experienced reduced activity since the petroleum boom of the 1980s.%

27 Prepared by Karen Taylor, Office of Industries.

128 U.S. Department of State, “Background Note: Gabon,” Jan. 2005, found at www.state.gov,
retrieved Mar. 8, 2005.

129 World Bank, What Happens When a Country Does Not Adjust to Terms of Trade Shocks? -
The Case of Oil-Rich Gabon, Sept. 2004, p. 9.

1% An estimated 80 percent of Gabon's oilfields contain fewer than 5 metric tons of reserves.
Economist Intelligence Unit (EIU), Gabon Country Profile, 2004, p. 33.

1L bid., p. 23.

12 | hid., p. 29.
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Table GN-1
Gabon: Basic economic indicators

MRY'
GDP (current US$, millions, 2003) . . . . . . .. 5,605.3
GDP growth (annual percent, based on local currency, 2003) . . . ... ... 3.4
GDP per capita growth (annual percent, based on local currency, 2003) .. ........... ... 1.2
Inflation, consumer prices (annual percent, 2000) . ... ... ... 0.5
External debt, total (current US$, millions, 2002) . . . .. ... ... 3,533.5
Total debt service (percent of exports of goods and services, 1999) .. ... ... .. .. . . . 18.8
Exports of goods and services (percent of GDP, 2003) . . ... ..t 67.4
Trade (percent of GDP, 2003) . . . . . . 111.8
Official exchange rate (local currency unit per US$, period average, 2003) ... ..................... 581.2
Population, total (millions, 2003) . . . .. . . . 1.3
Population growth (annual percent, 2003) . . . . . ... 2.2
Labor force, total (millions, 2003) . . . . .. 0.6
Labor force participation rate, total (percent, 2002) .. ... . . . . .. 44.7
Literacy rate, adult total (percent of people ages 15 and above) ... ... .. . . .. i ®)
Primary school enrollment ratio, total (percent, 2000)° . .. .. ... ... ... . ... ... 144.0
Secondary school enrollment ratio, total (percent, 2000) . .. .. .. ... . . . . 60.0
Land use, arable land (percent of total, 2001) . . . . . . .. 1.3
Gross capital formation (percent of GDP, 2003) . .. .. ... 31.3
Gross fixed capital formation (percent of GDP, 2003) . . . . . ... 31.3
Foreign direct investment, net inflows (percent of GDP, 2002) .. .. ... .. .. ... . 2.5

" Most recent year for which data are available between 1999 and 2003.

> Not available.

® Where figures are more than 100 percent, total enrollment includes repeaters and pupils above and below the primary
school age.

Note.— Indicator definitions are provided in app. F.

Source: World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/dataonline, retrieved
Jan. 25, 2005; and African Development Bank, “Country Tables,” found at www.afdb.org, retrieved Feb. 1, 2005.

Figure GN-1
Gabon: Composition of GDP (2003) $5.6 billion

Oil (Secondary)
41.9%

Other secondary
13.7%

Primary
7.0%

Tertiary
37.4%

Note.—Primary is defined as agriculture, fisheries, mining, and quarrying, secondary is defined as manufacturing, construction,
electricity, water, and other utilities; and tertiary is defined as primarily services activities such as retail, financial, real estate, and
government services.

Source: EIU, “Economic Structure,” found at www.viewswire.com, retrieved Feb. 1, 2005.
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Employment in the timber industry—Gabon’s second-largest employer—grew at a rate of
5.8 percent annually during 1996-2000. However, employment growth in this sector has
been unable to absorb the estimated 10,000-15,000 annual labor force entrants.*® The
employment rate islow, at 44.7 percent. Employment in the public sector, Gabon’ slargest
employer, is decreasing. The petroleum boom increased wages in urban areas, causing a
migration fromthe countrysideto urban areasthat adversely affected agricultureby reducing
the rural labor supply.

Net inflows of foreign direct investment (FDI) were 2.5 percent of GDP in 2003 and have
generally increased since 1998. France accounts for about 70 percent of FDI in Gabon.
Gabon is considered to have a good investment climate as compared with neighboring
countries. Foreign firms operate on an equal basis with Gabonese firms and there are no
known cases of discrimination against or expropriation of foreign firms.***

Export Profile

Over 90 percent of Gabon's exports are generated from only two sectors: petroleum and
forestry (tables GN-2 and GN-3). Petroleum exports accounted for 77.5 percent of exports
in 2003 and consisted primarily of crude petroleum. Thelarge proportion of GDP accounted
for by petroleum has lessened the government’ s incentive to devel op other export sectors,
despite the fact that production and revenues peaked in 1997. Forestry accounted for
16.5 percent of exportsand consistsalmost entirely of logsand timber. Two tropical species,
okoume and ozigo (used for plywood), represent one-half of this sector’s exports. Gabon
engagesinlittledownstream processing of petroleum and timber sector products. Manganese
production accounted for 3.7 percent of exports.*

Gabon’ shasfew major trading partners, with three countries accounting for 73.4 percent of
total exports (table GN-4). The United Statesisthe main market for Gabon’ s petroleum and
accounting for 59.1 percent of Gabon’ stotal exports. China, with a8.6-percent share, isthe
second-largest market and the main market for Gabon’ s timber products. Chinais a major
consumer of commodities to fuel its industrialization. Gabon’s exports to China—entirely
petroleum and wood products-have more than tripled during 1994-2003."* The state-run
Chinese company Sinopec, Total Gabon (France), and the Gabonese government signed
several agreements that guarantee China a steady flow of Gabonese petroleum.**’

The third-largest market is France, accounting for 5.7 percent of Gabonese exports. The
strong French participation in the mining sector (primarily manganese ore) accounts for
France' s export market share."® For example, the French company Eramet is ajoint owner
of the parastatal company Comilog, which extracts and processes manganese. Trinidad and

12 | hid., pp. 29-30.

1% U.S. Department of State telegram, “Gabon: 2005 Investment Climate Statement,” message
reference No. 00010, prepared by U.S. Embassy, Libreville, Jan. 2005.

135 E1U, Gabon Country Profile, pp. 31 and 35.

136 « China Customs Information Network,” found at http: //english.china-customs.conv,
retrieved Apr. 5, 2005.

137 The Ingtitute for the Analysis of Global Security, Chinese Quest for Crude Increases Focus
on Africa, Nov. 15, 2004, found at www.iags.org/n1115044.htm, retrieved Mar. 30, 2005.

1% E1U, Gabon Country Profile, pp. 35 and 39.
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Tobago is the fourth-largest export market. Exports to Trinidad and Tobago have grown
considerably in recent years and consist almost entirely of crude petroleum.

Even with declining petroleum production, the value of exports increased by more than
$1 billion during 1994-2003 because of petroleum priceincreases. Given the predominance
of petroleum in Gabon's exports, total export growth during 1994-2003 (4.1 percent
compound annual growth rate (CAGR)) has been driven by petroleum sector value growth
(4.7 percent CAGR) (table GN-2). Notably, athough overall wood exports (HS 44) have
grown at a CAGR of 3.4 percent, downstream products such as plywood, sawn wood, and
veneered wood (HS 4407, 4408, and 4412) have increased at much faster rates, indicating
an expansion of downstream wood processing. Gabon has been attempting to increase
downstream processing of wood and approved a new forestry code in 2002 providing tax
incentives for capital investments in the forestry sector.”® This strategy appears to be
successful, because downstream wood productsarethetwo fastest-growing exports. Finally,
two sectors that have experienced decreasing rates of growth are manganese and petroleum
oils (excluding crude).

Table GN-2
Gabon: Leading 2003 exports by HS 2-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth
rate (CAGR)

2003 share  9-year

HS 2 Description 1994 1999 2003 of total CAGR
1,000 dollars Percent

27 Mineral fuels, mineral oils and products of their

distillation; bituminous substances; mineral waxes ...... 1,807,052.5 1,870,901.9 2,721,759.2 775 4.7
44 Wood and articles of wood; wood charcoal .............. 425,911.7 511,8149  577,840.8 16.5 34
26 Ores,slagandash ........ ... .. ... 163,618.2 152,982.0 128,766.6 3.7 -2.6
03 Fish and crustaceans, molluscs and other aquatic

invertebrates . . ... . 9,315.0 14,550.4 19,141.6 0.5 8.3
88 Aircraft, spacecraft, and parts thereof .................. 1,535.4 7,821.7 17,529.5 0.5 311
90 Optical, photographic, cinematographic, measuring,

84

40
97
85

checking, precision, medical or surgical instruments

and apparatus; parts and accessories thereof .......... 1,563.0 1,673.5 5,302.0 0.2 145
Nuclear reactors, boilers, machinery and mechanical

appliances; parts thereof .............. ... ... ..... 2,106.4 6,781.9 4,952.4 0.1 10.0
Rubber and articles thereof ................. ... ... ... 2,184.4 4,937.6 2,601.6 0.1 2.0
Works of art, collectors' pieces and antiques ............. 441.7 2,207.6 2,371.9 0.1 20.5

Electrical machinery and equipment and parts thereof;
sound recorders and reproducers, television recorders

and reproducers, parts and accessories . ............. 1,359.4 3,550.2 1,050.7 0.0 -2.8
Other .o 32,273.1 99.816.8 29,496.3 0.8 -1.0
Total . oot 2,447.360.7 2,677,038.6 3,510,812.6 100.0 4.1

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.

19 | bid., p. 3L.
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Table GN-3

Gabon: Leading 2003 exports by HS 4-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth

rate (CAGR)

2003 share  9-year
HS 4 Description 1994 1999 2003 of total CAGR
1,000 dollars — Percent
2709 Petroleum oils and oils from bituminous minerals,
Crude ..o 1,782,447.5 1,851,389.8 2,710,284.6 77.2 4.8
4403 Wood in the rough, whether or not stripped of
bark or sapwood, or roughly squared . ......... 412,312.6 463,444.0 425,624.7 12.1 0.4
2602 Manganese ores and concentrates, including
ferruginous manganese ores and concentrates
with a manganese content of 20% or more,
basedondryweight .......... .. ... ... .... 163,430.8 152,980.2 128,635.5 3.7 -2.6
4408 Veneer sheets and sheets for plywood and other
wood sawn lengthwise, sliced or peeled, not
more than 6 mm (.236 in.) thick .............. 228.6 16,943.2 79,747.1 2.3 91.6
4407 Wood sawn or chipped lengthwise, sliced or
peeled, more than 6 mm (.236 in.) thick . .. ... .. 1,605.8 13,536.4 47,976.7 14 45.9
4412 Plywood, veneered panels and similar laminated
WOOD & .ttt 11,597.1 17,556.3 20,192.1 0.6 6.4
0306 Crustaceans, live, fresh, chilled, frozen etc.;
crustaceans, in shell, cooked by steam or
boiling water; flours, meals, & pellets of
crustaceans, fit for human consumption .. ... ... 7,669.8 12,657.5 18,027.9 0.5 10.0
8802 Aircraft, powered (for example, helicopters,
airplanes); spacecraft (including satellites)
and spacecraft launch vehicles .............. 1,500.0 7,803.2 17,453.8 0.5 31.3
2710 Petroleum oils and oils from bituminous
minerals (other than crude) and products
therefrom, nesoi, containing 70% (by weight)
ormore oftheseoils ....................... 24,588.7 19,215.6 11,456.3 0.3 -8.1
7209 Flat-rolled iron or nonalloy steel products,
600 mm (23.6 in.) or more wide, cold-rolled,
not clad, plated orcoated ................... 0.0 0.0 7,158.6 0.2 ®
Other ... ... . . 41,979.8 121,512.4 44,255.3 1.3 0.6
Total .. 2,447,360.7 2,677,038.6  3,510,812.6 100.0 4.1
" Undefined.
Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.
Table GN-4
Gabon: Leading export markets, 1994, 1999, 2003, percent of 2003 total, and compound annual growth rate (CAGR)
2003 share 9-year
Market 1994 1999 2003 of total CAGR
1,000 dollars Percent
United States . ...t 1,237,783.8 1,619,066.4 2,074,571.0 59.1 5.9
China ... 86,703.7 279,117.3 300,603.3 8.6 14.8
France .. ... 408,354.2 209,520.1 199,625.5 5.7 -7.6
Trinidad and Tobago . ............. ... 0.0 8.3 197,349.4 5.6 ®
JaPaAN 202,231.3 43,564.3 165,941.0 4.7 -2.2
Korea, Rep. . ... 30,418.7 86,615.0 120,009.7 3.4 16.5
Portugal . ..... ... 56,207.4 65,860.1 69,429.7 2.0 2.4
taly ..o 27,009.1 30,678.6 56,651.1 1.6 8.6
United Kingdom . ... 5,903.1 7,715.3 38,666.4 11 23.2
SINGAPOTE . . ottt 25,386.9 24,963.4 31,308.2 0.9 2.4
Other . ... . 367.362.4 309,929.7 256,657.2 7.3 -3.9
Total ..o 2,447,360.7 2,677,038.6 3,510,812.6 100.0 4.1
* Undefined.

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.
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Although the United States is by far Gabon’s leading export market, other countries have
rapidly increased their imports from Gabon, including China (14.8 percent 9-year CAGR),
Korea (16.5 percent), and the United Kingdom (23.2 percent) (table GN-4). Gabon's
petroleum exports to Trinidad and Tobago increased from zero in 1994 to almost
$200 million in 2003, nearly matching France’'s market share. Trinidad and Tobago has
excess capacity at its refinery, and therefore requires imports of crude petroleum to run
efficiently. Total crude petroleumimportsin Trinidad and Tobago increased by 140 percent
during 1999-2003.*°

Sectors with the Greatest Export Growth Potential

Wood and wood related products reveal relatively strong and stable revealed comparative
advantage'” (RCA) indices, suggesting future potential export growth for this sector
(appendix E, table E-11). The concentration of these exports to afew countries, including
the European Union and lower- and middle-income countries, indicates potentia
opportunitiesto expand to other high-income export markets. Potential for the mining sector
is reflected in the fact that several manganese-related products show the greatest average
yearly growth in the RCA index.

China’'s demand for Gabon’ s wood and petroleum productsis likely to grow, as Chinaand
Gabon signed an agreement on economic cooperation in 2004.**? Trinidad and Tobago may
beanother growth market for petroleum. Petrotrin, Trinidad’ sstate-owned oil company, can
refine 160,000 barrels of crude petroleum per day, but only 60,000 barrels per day of
domestic crude petroleum are avail able for refining. Petrotrin must source crude petroleum
in foreign markets to fully make use of its excess refining capacity.'*

Timber processing is the largest manufacturing sector outside of petroleum processing.
Although veneer sheets and sawn wood make up a small share of total exports (2.3 and
1.4 percent, respectively), Gabon had significant and stable RCA indices for both products
during 2000-03. Densified wood products are ranked highly based on change in the RCA
index, indicatingincreasing rel ative efficiency. International tradein densified wood hasal so
shown significant growth.

Fish and crustaceans, included in Gabon’ stop 10 exports, also have export growth potential .
Gabon hasan 800-kilometer coastlinewith plentiful fish stocks consisting primarily of small
pelagic fish (230,000 metric tons), groundfish (140,000 metric tons), and shrimp
(2,000 metric tons). Crabs and deep-water shrimp are not yet heavily harvested, and
therefore may have greater potential than other types of seafood.'*

10 Trinidad and Tobago Ministry of Energy and Industry, Petrotrin to upgrade, found at
www.ener gy.gov.tt/applicationl oader .asp?app=newsarticles& cmd=view& articleid=103, retrieved
Mar. 30, 2005.

11 RCA indices measure a country’s export specialization in certain products, and they indicate
whether a country has or lacks comparative advantage in those products. See ch. 1 and app. D for a
discussion of RCA indices.

142 Sun Shangwu, “ Presidents Promote Growth with Gabon,” China Daily, Sept. 9, 2004, found
at www.chinadaily.com.cn/english/doc/2004-09/09/content_372815.htm, retrieved Mar. 30, 2005.

3 Trinidad and Tobago Ministry of Energy and Energy Industries, Petrotrin to Upgrade.

144 World Trade Organization, Trade Policy Review: Gabon, May 2001, found at www.wto.org,
retrieved Mar. 30, 2005, p. 73.
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Palm oil was a substantial export product before the petroleum boom. The previousy
government-owned palm oil company, Agrogabon, was unprofitable for years due in part
to poor management.** Given the 2003 privatization of Agrogabon, the potential for there-
emergence of palm oil as a potential export hasimproved substantialy.

Domestic and | nternational Barriers

Impediments to increased exports include lack of government transparency, poor
infrastructure, and the lack of skilled labor necessary to diversify into more skill-intensive
industries. High tariff rates on imported products raise the cost of production (table GN-5).
Poor management of public finance providesopportunitiesfor government official sto obtain
unofficial income.** Lack of transparency is especially high with respect to the procedures
for bidding on government contracts. Thelack of transparency also hurtsthe overall business
climate, and, in particular, detersinvestment. Asshownintable GN-6, Gabon’ s2005 overall
economic freedom indicator was equal to the region’ s average; however, whiletheregion’'s
economic freedom rating improved between 2000 and 2005, Gabon’'s economic freedom
rating deteriorated. Notably, of al the economic freedom indicators, Gabon's worst
performing 2005 component score was trade policy.

Table GN-5
Gabon: Business environment

Country data not available.

Import tariffs Simple average of ad valorem duties
(Gabon, applied rate, 2002)

AlLQOOOS . . .o 18.0

Agricultural goods . . .. ... 22.3

Nonagricultural goodS . ... ...t 17.4

Source: World Bank, “Doing Business in 2005,” found at http://rru.worldbank.org/DoingBusiness/, retrieved Jan. 25, 2005; and WTO,
“Country Profile,” Nov. 2004, found at http://stat.wto.org/CountryProfile/, retrieved Apr. 5, 2005.

5 EJU, Gabon Country Profile, p. 29.
146 U.S. Department of State telegram, “Gabon: 2005 Investment Climate Statement.”
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Table GN-6
Gabon: Economic freedom

Regional OECD
Gabon average’ average

—— Heritage Foundation indicators —
1995 OVErall SCOTE . . ..ottt e 3.2 3.6 25
2000 OVErall SCOME . . ..ottt e 3.3 3.7 2.2
2005 OVErall SCOME . . ..ottt it 34 3.4 2.2
Trade poliCy SCOTE . . ..ottt 5.0 3.9 2.2
Fiscal burden of government score ........... ..., 4.0 3.9 3.6
Government intervention in the economy score .. ............ ..., 3.0 2.6 25
Monetary poliCy SCOIE . ... .ot 1.0 2.4 15
Capital flows and foreign investment score .............. ...t 3.0 3.2 2.0
Banking and finance score . ......... .. 4.0 3.2 1.9
Wages and PriCES SCOME . . . .. vt vttt et et e e ettt e 3.0 2.8 21
Property rights SCOre . .. ... 3.0 3.7 1.6
Regulation SCOre . ... ... e 4.0 3.7 2.7
Informal market activity SCOre . . . . .. .. ittt 4.0 4.1 1.9

* Heritage Foundation data cover 42 of the 48 SSA countries; it does not include Comoros, Eritrea, Liberia, S0 Tomé & Principe,
Seychelles, and Somalia.

Note.—Indicator definitions are provided in app. F. A lower score indicates a higher degree of freedom.

Source: The Heritage Foundation, “2005 Index of Economic Freedom Database,” found at www.heritage.org, retrieved
Feb. 11, 2005.

L abor factors and education represent an impediment to economic devel opment and export
growth. There are shortages of highly skilled workers.*” In addition, labor costsare highin
theformal sector because of labor market rigiditiesand excessiveregulations. Immigrant and
migrant workersperformmost of thework requiring low-skilled, low-paidlabor. Low public
spending on education is a factor in the skilled-1abor shortage. Education is also disrupted
by strikes over delays in salary payments to teachers. The migration of families from the
country to urban areas hasresulted in overcrowded urban schools. Although the government
provides limited technical training in agriculture and tourism, quality education is only
provided by the private sector. Most Gabonese cannot afford private education.'*

Another impediment to export growth is the poor state of Gabon's transportation
infrastructure. Only 10 percent of thetotal road network is paved (table GN-7), and thereis
nodirect road to Libreville, the capital, or the main seaport, Port-Gentil .»* The harsh climate
deteriorates roads quickly, and road maintenanceis poor. Difficult terrain near many urban
areas and low population density, and large distances from agricultural areasto small urban
markets make it difficult to improve the infrastructure. The inadequacy of the roads
encourages use of the domestic airports and increases transportation costs. There are five
domestic airports, three of which can handleinternational traffic, and many small airfields.**
The state-owned airline, Air Gabon, has been unprofitable since 1994. Its financia
difficulties caused it to cancel flights to Europe in 2004."' The only other airline with a
Gabon-EuroperouteisAir France, whichisrelatively expensive, and, consequently, inhibits
the export of low-value, high-volume products.

7 | bid.

148 E1U, Gabon Country Profile, p. 17.

49 |hid., p. 19.

%0 | bid., pp. 19-20.

131 U.S. Department of State telegram, “Air Gabon to Resume Flights to Europe,” message
reference No. 00791, prepared by U.S. Embassy, Libreville, Dec. 2004.
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Table GN-7
Gabon: Infrastructure-related indicators

MRY"
Roads, total network (Km, 2001) . . . .. .ottt e 8,464.0
Roads, paved (percent of total roads, 2001) . ... ... .ttt 9.9
Transport services (percent of service exports, BoP, 1999) . ... ... it e 53.9
Transport services (percent of service imports, BoP, 1999) . ... ... ... .. 33.2
Fixed line and mobile phone subscribers (per 1,000 people, 2002) . . . ...ttt 239.7
Internet users (per 1,000 people, 2002) . . . ..ottt 19.2
Mobile phones (per 1,000 people, 2002) . . . ...ttt 215.0
Telephone mainlines (per 1,000 people, 2002) . .. ...ttt e e e e 24.7
Electric power transmission and distribution losses (percent of output, 2001) . . . ...t 17.8
Energy imports, net (percent of commercial energy use, 2001) . . . ..ottt e -768.9

" Most recent year for which data are available between 1999 and 2003.
Note.—Indicator definitions are provided in app. F.

Source: World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/dataonline, retrieved Jan. 25, 2005.

The manufacturing sector, with the exception of oil refining and timber processing, is
adversely affected by high labor costs, a lack of skilled labor, and poor infrastructure.**
Construction depends primarily on government-sponsored projects, which declined after
1999 because of the decline in petroleum revenues.™™ In the agricultural sector, large
distances from agricultural areasto small urban markets hamper efforts to diversify away
from petroleum.” Compared to domestic impediments, international factors have not
emerged as significant impediments to export growth of Gabon’s most important exports,
petroleum and wood products.

%2 E|U, Gabon Country Profile, p. 16.
153 | bid., p. 37.
15 |bid., p. 19.
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Nigeria™

Economic Overview

Nigeriais bordered by Benin, Cameroon, Chad, Niger, and the Gulf of Guinea. Nigeria's
population was 135.6 million in 2003 (table NG-1). About 70 percent of the country’ slabor
force was employed in agriculture, 20 percent in services, and 10 percent inindustry.**® The
country’s GDP was valued at $50.2 billion in 2003, an increase of 10.6 percent over 2002;
the corresponding increase in GDP per capitawas 8.3 percent. The large increase in GDP
was attributed primarily to higher world petroleum prices, increased revenues from
nonpetroleum exports, and judicious economic policies.” Exports of goods and services
represented a little more than one-third of GDP in 2003.

Crude petroleum and natural gas accounted for 33.4 percent of Nigeria's GDP in 2003
(figure NG-1). The petroleum industry in Nigeria developed in the late 1960s and has
accounted for amajor share of the country’ sexports sincethat time. The production of crude
petroleum during 1998-2002 fluctuated around 2 million barrels per day,*® with more than
95 percent of the country’ s production accounted for by joint ventures between the Nigerian
National Petroleum Corporation (NNPC) and Nigerian subsidiaries of severa major
multinational petroleum companies.™ Nigeria also has large reserves of natural gas, some
associated with the country’ spetroleum reserves. Natural gas production morethan doubled
during 1998-2002, and Nigeria's revenues from liquified natural gas (LNG), valued at
$569 million in 2004, are projected to increase to more than $6 billion in 2007, matching
expected revenue levels of crude petroleum.*® In addition to crude petroleum and natural
gas, Nigeria smineral and mineral fuel reservesinclude coal, iron ore, cassiterite, lead, zinc,
manganese, gold, tantalite, gemstones, gypsum, kaolin, phosphates, limestone, marble, and
columbite.

Agriculture accounted for about 31.3 percent of GDPin 2003. Nigeriahasbeen traditionally
largely agrarian. Prior to the emergence of the petroleum industry, itsleading exports were
cocoa beans, groundnuts (peanuts), palm kernels, rubber, cotton, and timber. As crude
petroleum began to represent an increasing share of exports, however, agricultural exports

155 Prepared by Elizabeth Neshitt, Office of Industries.

1% U.S. Department of State telegram, “USITC Study on Export Opportunities and Barriersin
African Growth and Opportunity Act (AGOA)-Eligible Countries,” message reference No. 00276,
prepared by U.S. Embassy, Abuja, Feb. 22, 2005; and Central Intelligence Agency, “Nigeria,”
World Factbook 2005, found at www.cia.gov/cia/publications/factbook/geos/ni.htmi#People,
retrieved May 24, 2005.

57 “Nigeria Economy on Track,” Afrol News, Aug. 13, 2004, found at
www.afrol.convarticles/13704, retrieved Feb. 27, 2005.

1% Economist Intelligence Unit (EIU), Nigeria Country Profile, 2004, p. 51.

% The Centre for Petroleum Information, “ Frequently Asked Questions,” |last updated
Jan. 2004, found at www.petroinfonigeria.com/fag.html, retrieved Mar. 8, 2005; and Energy
Information Administration (EIA), “Nigeria Country Analysis Brief,” found at
www.eia.doe.gov/emeu/cabs/nigeria.html, retrieved Feb. 27, 2005.

180 Alexander’s Gas & Oil Connections, “Nigeriato Earn $6bn from LNG by 2007,

Dec. 22, 2004, found at www.gasandoil.com/goc/news/ntad5104.htm, retrieved Mar. 25, 2005.
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Table GN-1
Gabon: Basic economic indicators

MRY'
GDP (current US$, millions, 2003) . . . . . . .. 5,605.3
GDP growth (annual percent, based on local currency, 2003) . . . ... ... 3.4
GDP per capita growth (annual percent, based on local currency, 2003) .. ........... ... 1.2
Inflation, consumer prices (annual percent, 2000) . ... ... ... 0.5
External debt, total (current US$, millions, 2002) . . . .. ... ... 3,533.5
Total debt service (percent of exports of goods and services, 1999) .. ... ... .. .. . . . 18.8
Exports of goods and services (percent of GDP, 2003) . . ... ..t 67.4
Trade (percent of GDP, 2003) . . . . . . 111.8
Official exchange rate (local currency unit per US$, period average, 2003) ... ..................... 581.2
Population, total (millions, 2003) . . . .. . . . 1.3
Population growth (annual percent, 2003) . . . . . ... 2.2
Labor force, total (millions, 2003) . . . . .. 0.6
Labor force participation rate, total (percent, 2002) .. ... . . . . .. 44.7
Literacy rate, adult total (percent of people ages 15 and above) ... ... .. . . .. i ®)
Primary school enrollment ratio, total (percent, 2000)° . .. .. ... ... ... . ... ... 144.0
Secondary school enrollment ratio, total (percent, 2000) . .. .. .. ... . . . . 60.0
Land use, arable land (percent of total, 2001) . . . . . . .. 1.3
Gross capital formation (percent of GDP, 2003) . .. .. ... 31.3
Gross fixed capital formation (percent of GDP, 2003) . . . . . ... 31.3
Foreign direct investment, net inflows (percent of GDP, 2002) .. .. ... .. .. ... . 2.5

" Most recent year for which data are available between 1999 and 2003.

> Not available.

® Where figures are more than 100 percent, total enrollment includes repeaters and pupils above and below the primary
school age.

Note.— Indicator definitions are provided in app. F.

Source: World Bank, “World Development Indicators,” found at http://devdata.worldbank.org/dataonline, retrieved
Jan. 25, 2005; and African Development Bank, “Country Tables,” found at www.afdb.org, retrieved Feb. 1, 2005.

Figure GN-1
Gabon: Composition of GDP (2003) $5.6 billion

Oil (Secondary)
41.9%

Other secondary
13.7%

Primary
7.0%

Tertiary
37.4%

Note.—Primary is defined as agriculture, fisheries, mining, and quarrying, secondary is defined as manufacturing, construction,
electricity, water, and other utilities; and tertiary is defined as primarily services activities such as retail, financial, real estate, and
government services.

Source: EIU, “Economic Structure,” found at www.viewswire.com, retrieved Feb. 1, 2005.
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waned; cocoa, rubber, and palm becamethe primary cropsexported. The sector isconsidered
akey economic driver that accountsfor amajor share of national employment and generates
the majority of nonpetroleum export revenue.*

Manufacturing accounted for only about 4.4 percent of the country’sGDPin 2003. Textiles,
beverages, cigarettes, soaps, and cement represented amost two-thirds of total
manufacturing production.’®* Production levels of sugar, cement, beer, and cotton fabric
increased significantly during 2001-03.*

Inflowsof foreigndirectinvestment (FDI) during 1999-2002 averaged about $1.3 billion per
year.'® Much of the FDI in 2003 wasin the energy sector, particularly crude petroleum.*®
Smaller amounts of FDI reportedly were invested in the telecommunication services and
manufacturing sectors.**® Companies investing in the manufacturing sector during the last
few yearsinclude British American Tobacco; Guinness Nigeria Plc; Nigerian Bottling Co.
Plc, asubsidiary of Coca-Colalnternational; Nigerian Breweries, asubsidiary of Heineken
Breweries; Procter and Gamble; and Unilever Pic. Although these operations currently
produce only for domestic consumption, their products could potentially be exported.’®’

Export Profile

Nigeria s exportsin 2003 were $23.9 hillion (table NG-2). Mgjor product groupings were
mineral fuels (largely crude petroleum and natural gas), 94.6 percent; cocoa and cocoa
preparations, 2.2 percent; tanned hidesand skins, 0.7 percent;*®® and crustaceans, 0.3 percent.
Nigerian exports of crude petroleum and natural gas were $20.7 billion and $1.3 billion,
respectively, in 2003 (table NG-3). The value of such exports fluctuated during 1999-2003,
largely as a result of fluctuations in the price of the commodities. The 9-year compound

161 % 2004 Budget Speech by His Excellency President Olusegun Obasanjo at the Joint Session
of the National Assembly,” Dec. 18, 2003, p. 8; EIU, Nigeria Country Profile, p. 31; and Embassy
of Nigeria, written submission in connection with USITC inv. No. 332-464, Export Opportunities
and Barriersin African Growth and Opportunity Act-Eligible Countries, Mar. 1, 2005, pp. 3-6.

182 E|U, Nigeria Country Profile, pp. 36-37.

163 Federal Office of Statistics, Federal Republic of Nigeria, Nigeria Statistical Fact Sheets on
Economic & Social Development, 1999-2003, Apr. 2004, found at www.cenbank.org/out/
publications/statbulletin/pid/2004/Nigeria%20stati sti cal %620factor %20sheets%200n%20econs%e2
0& %20s0ci al %20devel opment.pdf, retrieved Mar. 8, 2005.

164 World Bank, “World Development Indicators,” found at http://devdata.wor|dbank/
dataonline, retrieved Feb. 1, 2005.

185 Ernest Hirsch, “Investors Start to Eye Africa,” Africa Renewal, Jan. 2005, vol. 18, No. 4,

p. 20.

166 J.S. Department of State telegram, “Trade and Investment Climate Statement, Nigeria,”
prepared by U.S. Embassy, Abuja, Jan. 27, 2005; and Dr. Julius Bala, Director, Policy Advocacy
and External Relations, Nigerian Investment Promotion Commission,” The Challenges and
Opportunities of the Investment Environment in Nigeria,” presented at the International Meeting
for the Promation of Investment to Africa, organized by the Ministry of Foreign Affairs of Japan,
Feb. 26, 2003, pp. 7 and 9.

167 U.S. Department of State telegram, “USITC Study on Export Opportunities.”

188 Nigeria bans exports of raw hides and skin, including wet blue and all unfinished leather.
U.S. Department of State telegram, “USITC Study on Export Opportunities.”
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Table NG-2
Nigeria: Leading 2003 exports by HS 2-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth
rate (CAGR)

2003 share 9-year
HS 2 Description 1994 1999 2003 of total CAGR
1,000 dollars —— Percent ——
27 Mineral fuels, mineral oils and products of their
distillation; bituminous substances; mineral waxes ... 10,600,947.2 13,813,945.3 22,558,196.7 94.6 8.8
18 Cocoa and cocoa preparations. . ................... 195,627.4 259,500.9 524,518.1 2.2 11.6
41 Raw hides and skins (other than furskins) and leather 129,140.2 90,693.0 161,921.0 0.7 2.5
03 Fish and crustaceans, molluscs and other aquatic
invertebrates . . ....... .. 44,687.8 54,256.2 70,720.9 0.3 5.2
84 Nuclear reactors, boilers, machinery and mechanical
appliances; parts thereof ....................... 18,649.7 34,791.8 59,020.3 0.2 13.7
44 Wood and articles of wood; wood charcoal ........... 44,247.6 101,593.7 54,725.4 0.2 2.4
26 Ores,slagandash. .......... ... ... . i, 7,373.8 16,515.8 48,239.9 0.2 23.2
52 Cotton, including yarns and woven fabrics thereof. .. ... 10,567.4 27,533.6 34,510.3 0.1 141
12 Oil seeds and oleaginous fruits; miscellaneous grains,
seeds and fruits; industrial or medicinal plants;
strawandfodder .. ...... ... ... . ... .. L 4,869.8 24,460.6 32,918.8 0.1 23.7
40 Rubber and articles thereof. ....................... 94,201.1 17,429.7 25,610.1 0.1 -135
Other ... 166,400.7 218,095.9 283,130.4 12 3.1
Total .. .ooovi et 11,316,712.7 14,658,816.5 23,853,511.9 100.0 8.6
Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.
Table NG-3
Nigeria: Leading 2003 exports by HS 4-digit, 1994, 1999, 2003, percent of 2003 total, and compound annual growth
rate (CAGR)
2003 share 9-year
HS 4 Description 1994 1999 2003 of total CAGR
1,000 dollars —— Percent ——
2709 Petroleum oils and oils from bituminous minerals,
CrUde . e 10,219,171.3 12,962,365.4 20,681,610.5 86.7 8.1
2711 Petroleum gases and other gaseous hydrocarbons . . . . 180.3 220,990.3 1,339,256.5 5.6 169.2
2710 Petroleum oils and oils from bituminous minerals
(other than crude) and products therefrom,
nesoi, containing 70% (by weight) or more
oftheseoils ...... ... .. ... . i 381,032.1 620,417.2 523,422.0 2.2 3.6
1801 Cocoa beans, whole or broken, raw or roasted . ...... 174,174.8 223,958.1 491,857.7 2.1 12.2
4106 Tanned or crust skins of animals nesoi, without wool
or hair on, whether or not split, but not further
prepared . ... ... 70,089.6 42,190.5 82,520.0 0.3 1.8
4105 Tanned or crust skins of sheep or lamb, without wool
on, whether or not split, but not further prepared 50,871.8 43,279.2 74,410.1 0.3 4.3
0306 Crustaceans, live, fresh, chilled, frozen etc.;
crustaceans, in shell, cooked by steam or boiling
water; flours, meals, & pellets of crustaceans, fit
for human consumption . ...................... 41,622.0 48,992.6 66,075.1 0.3 5.3
2609 Tinores and concentrates . ...................... 5,045.4 7,714.5 27,040.4 0.1 20.5
1804 Cocoa butter, fatandoil ......................... 20,097.4 29,997.6 26,727.8 0.1 3.2
8431 Parts of machinery of headings 8425 to 8430
covering derricks, fork-lift trucks, conveyers,
self-propelled bulldozers, graders, snowplows, etc. 1,555.7 764.7 24,706.9 0.1 36.0
Other . ... 352,872.2 458,146.4 515,884.9 2.2 4.3
Total ... 11,316,712.7 14,658,816.5 23,853,511.9 100.0 8.6

Source: World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.
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annual growth rate (CAGR) of natural gas exports amounted to 169.2 percent versus
8.1 percent for crude petroleum.

Although dwarfed by exports of crude petroleum, Nigeria' s nonpetroleum exports are an
increasingly important factor in the country’s economy. Nigeria's top three markets for
cocoa beans and cocoa products in 2003 were the Netherlands (36 percent), France
(16 percent), and Belgium (14 percent),® all manufacturers of chocolate. The European
Union was also amajor market for the country’ s exports of leather and leather products. In
2003, Italy and Spain accounted for about 92 percent of such exports, or $148 million. The
top five export markets for fish and crustaceans in 2003 were France, the Netherlands,
Belgium, Spain, and the United States, together accounting for 93 percent of total Nigerian
exportsof these products. In 2002, Nigeriareportedly exported about one-third of its output
of raw cashew nutsto major processing countries such as India, Brazil, and Vietnam. Major
marketsfor Nigerian cashew kernel exportsarethe United States and the United Kingdom.*”

Major markets for Nigerian exports in 2003 were the United States (45.9 percent), Spain
(9.0 percent), and Brazil and France (6.4 percent and 5.9 percent, respectively) (table NG-4).
Exports to these four countries, mainly of crude petroleum, accounted for 67.2 percent of
total exports in 2003.'* The markets with the largest 9-year CAGRs were Japan
(52.8 percent), Indonesia (47.4 percent), and Brazil (22.5 percent). China is also an
expanding market for Nigeria, particularly for crude petroleum and certain minerals.
Nigerian exports to Chinaincreased by 546.4 percent in 2004 to $460 million.'” Nigeria's
major regional marketsin 2003 were Cote d’ Ivoire, South Africa, Senegal, and Cameroon.
Exports to these countries were valued at $1.4 billion, or ailmost 6 percent of total Nigerian
exports. Crude petroleum and natural gas accounted for 99 percent of the country’ s exports
to these regional markets.

169 World Bank, World Integrated Trade Solution database, retrieved Feb. 1, 2005.

170 Chemonics International Inc., “ Subsector Assessment of the Nigerian Cashew Industry,”
prepared for USAID, Sept. 2002, pp. 19-23.

1 Nigeria's exports of crude petroleum to the European Union declined because of petroleum
production in the North Sea. EIU, Nigeria Country Profile, p. 41.

172 Ministry of Commerce of the People’ s Republic of China, Foreign Market Access Report:
2005, p. 162.
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Table NG-4
Nigeria: Leading export markets, 1994, 1999, 2003, percent of 2003 total, and compound annual growth rate (CAGR)
2003 share 9-year

Market 1994 1999 2003 of total CAGR
——— 1,000 dollars Percent

United States . ...t 4,705,887.5 4,631,929.9 10,948,543.8 45.9 9.8
SPaIN o 1,072,730.2 1,188,481.5 2,146,585.1 9.0 8.