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l. Executive Summary and Key Findings

| am pleased to submit to the Congress the first President’ s Comprehensive Report on U.S. Trade and
Investment Policy Toward sub-Saharan Africa and Implementation of the African Growth and
Opportunity Act (AGOA). The report contains a section on potentid free trade agreements with sub-
Saharan African countries as required under Section 116 of the AGOA.

In May 2000, the Trade and Development Act of 2000 containing the AGOA was passed by the
Congress and signed into law. The AGOA establishes anew framework for U.S. trade, investment
and development policy for sub-Saharan Africa. The Adminigtration plans to fully implement the
AGOA and to broaden and degpen U.S. reations with the countries of sub-Saharan Africa. The
Adminigtration will pursue a strategy to expand free markets, trade, and economic growth in sub-
Saharan Africa. Achieving these objectives will benefit the United States and sub-Saharan African
countries by helping to create hedthier more stable economies, stronger, more democretic governments
in Africa, and expanded markets for U.S. exports. Expanding trade with Africa supports the vaues
and policy objectives of this Adminigtration, to promote economic development and political freedom
and gtability in the poorest regions of the world. The interdependence of economies should help us dll
to appreciate that globa prosperity in the long-run will be more secure if broadly shared. Inworking
toward these ams, the Adminisiration hopes to build on the bi-partisan Congressiona support for the
AGOA to creste an Executive-Congressiona partnership on Africatrade, investment and devel opment

policy.

There dso isarecognition that U.S. policy toward Africa can best be pursued in cooperation with sub-
Saharan African countries, with our initiatives and efforts fostering, supporting, and complementing their
work and objectives.  The Adminitration is encouraged by the actions of many sub-Saharan African
countries that are implementing difficult economic, political, and socid reforms and seeking to
strengthen trade relations and business ties with the United States.  African leaders have anew sense of
ownership of their future and how to achieve that vison. A number of leaders have taken new
respongibility for moving their countries forward, acknowledging problems and chalenges but redizing
that they, Africans, must lead the way. Governments are acknowledging that corruption and
governance issues must be tackled and that it is their respongbility to do so. At the sametime, they are
looking to the United States, and to others, for assstance in helping them achieve their visonsfor a
more stable, economicaly sound, and democratic region. The United States welcomes this new
dynamic.

The AGOA reflects the United States' recognition of the significance of sub-Saharan Africa. Over
one-tenth of the World's population lives in sub-Saharan Africa. The United States exported more to
sub-Saharan Africain 2000 than to dl of the former Soviet Union (including Russia) combined. Sub-
Saharan Africa supplies 18% of U.S. oil needs. Sub-Saharan African countries represent the largest
bloc of WTO Members; thirty-eight sub-Saharan African countries are Members.



The AGOA is aso atangible demonstration of the United States commitment to assisting sub-Saharan
African countries, among the poorest in the world, to develop and participate more fully in the globa
economy. The United States, as part of the WTO' s efforts to renew confidence in the WTO after the
4™ Minigterial meeting in 1999, is committed to providing increased market access to |east-developed
countries. The AGOA, aong with the Caribbean Basin Trade Partnership Act, are amgjor part of the
United States' efforts to provide this access.

Since May 2000, the United States has taken key steps to implement the AGOA. These steps include
designation of 35 AGOA beneficiary countries, designation of 1,835 additional products for duty-free
market access to the United States when exported from beneficiary countries, extensive technical
assistance to sub-Saharan African countries, and widespread outreach efforts. Full implementation of
the AGOA will remain apriority.

Implementation of the AGOA is serving as an important tool in encouraging and supporting countries as
they undertake economic and political reforms. While sub-Saharan African government interest in
obtaining the AGOA benefits varies by country, most are keenly interested. Many countries
implemented or strengthened economic and politica reforms and committed to improving labor or
human rights Situations during the AGOA country digihility review process and the ensuing bilaterd
consultations. A number of governments either committed to tackling corruption or ingtituted new laws,
procedures, or commissionsto do so. Countries are strengthening and reforming their business and
trade laws and updating their intellectud property regimes. Other countries are working to improve
their customs procedures, streamline their tax systems, and accelerate privatization. Governments aso
have implemented or made commitments to implement reforms related to worker rights, child labor,

and human rights. U.S. companies aswell as sub-Saharan African firmsthat are investing in and trading
with these countries also are serving as proponents of reform. In anumber of instances, governments
have sought U.S. technica assistance to address concerns raised during bilateral consultations on
AGOA digibility.

The AGOA ds0 hasled to increased dialogue among ministries within sub-Saharan African
governments and among sub-Saharan African governments and their private sectors. Many sub-
Saharan African businesses have become advocates for economic and political reform because of their
interest in the AGOA. The U.S.-Sub-Saharan Africa Trade and Economic Cooperation Forum, which
is planned for this year, will provide an opportunity for increased diad ogue on economic reform and on
conditions for generating enhanced trade, investment, and growth. Many studies have shown that the
rule of law, open markets, trangparency, and dimination of corruption are critica to generating
economic growth. The Adminigtration will continue to promote the AGOA as amechanism to
encourage reforms in these and the other aress.

The AGOA is not only encouraging and supporting reform, it is so starting to generate new trade and

investment. While only limited data are available, preiminary satigtics, anecdota evidence and reports
from various governments indicate that in many countries the AGOA has generated a strong trade and
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investment response. This hasincluded new U.S.,, African, and other investments in manufacturing
facilities aswell as numerous expansions and rehabilitation of existing factories. U.S. industry has
reported new sourcing contracts with African suppliers and inquiries from African firms seeking joint
ventures or U.S. expertise and inputs. As trade and investment flows increase, so should U.S. exports.
In 2000, both U.S. exports to sub-Saharan Africa and imports from sub-Saharan Africaincreased, by
6% and 67% respectively.

While the AGOA isacornerstone of U.S. trade, investment, and development policy for sub-Saharan
Africa, there are many other facets of thispolicy. The challenges facing sub-Saharan Africaare many.
Although economic growth in the region has improved, it il lags behind that of other regions of the
world. Many sub-Saharan African economies continue to depend on exports of afew commodities for
the vast mgority of their export earnings, making their economies more vulnerable than those of other
developing countries with more diversified economies. In 2000, rising ail prices helped some countries
while others faced deteriorating terms of trade. Sub-Saharan African countries are till in the process
of implementing the reforms necessary to create a fully open and market-based economic system.
Corruption and governance issues, inadequate infrastructure, as well as conflict remain mgjor
impediments to both domestic and externd investment aswell astrade. Adding to theseissuesisthe
devagtating impact of the HIV/AIDS pandemic and other infectious diseases.

Most sub-Saharan African countries will till need assistance to take advantage of trade opportunities
such as those offered by the AGOA. Asthe volume of globa trade tripled in the past two decades,
sub-Saharan Africa s volume of trade and share of world trade continued to decline, increasing Africa's
margindization in the globa economy and excluding the region from growing world prosperity. Intra-
African tradeiswdl below averages for other regions of theworld. Capitd flight aswell asadrain of
experienced and skilled workers remain problems as does the low leved of savings and investment in
amog al sub-Saharan African countries.

Almogt every U.S. Government department and agency has initiatives and programs with sub-Saharan
African countries to address these chalenges and issues. These initiativesinclude Trade and Investment
Framework Agreements, technica assstance, capacity building programs, and HIPC debt relief, with
its associated emphasis on creating effective poverty reduction Strategies. Initiatives are amed at
addressing critical needsin areas ranging from trade reform to infrastructure development to combating
HIV/AIDS.

The Adminigration is committed to engaging actively with African countries on trade, investment, and
development. The Adminigtration’s programs and initiatives will be further developed and enhanced to
mogt effectively target the chalenges facing sub-Saharan Africa and to support sub-Saharan African
efforts. The Adminigtration will explore means of further liberaizing trade with sub-Saharan African
countries, including the possibility of free trade agreements, new Trade and Investment Framework
Agreements, promotion of AGOA opportunities, and enhanced and targeted technica assistance and
capacity building programs. The Administration strongly supports the AGOA and avigorous trade
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policy approach toward

Africa It iscommitted to ensuring that the AGOA provides maximum benefit to both Americans and
Africans

Key Findings

AGOA Implementation

. Implementation of the AGOA isapriority for the Adminigtration. Cabinet members have
engaged African leaders on the AGOA. Thirty-five sub-Saharan African countries have been
designated as AGOA beneficiaries. Over 1,800 products were designated for duty-free access
to the United States under the AGOA. Asof the end of April, five sub-Saharan African
countries had been designated for AGOA apparel benefits with eight other countriesin the
process of meeting the requirements. The Adminigtration is continuing its work to address
concerns related to full implementation of the AGOA gppard benefits.

. The Adminigration is committed to extensive domestic and foreign outreach to strengthen the
AGOA. Implementation efforts have included: over ten regiona and nationd AGOA
implementation seminars; production and distribution of a comprehensive AGOA
implementation guide and an AGOA video; conduct of aU.S. Customs training seminar for
officias of 24 sub-Saharan African countries; visits of customs teams to five countries,
subgtantia guidance to countries on requirements for AGOA apparel benefits including a mode
visaarangement. U.S. Embassies aso have conducted intensive outreach campaigns, and
speakers on the AGOA have been sent to 25 countries.

. An internet Ste, www.agoagov, has been created to provide information on the AGOA.

AGOA-Rdated Reforms and Reaults

. African government and private sector leaders have demondtrated strong interest in the AGOA
and many have formed new inter-ministerid committees to implement the AGOA. The AGOA
a0 has generated new public-private sector partnerships with African governments working
with their indudtry to identify measuresto assist them in meeting the AGOA requirements and to
identify opportunities under the AGOA.

. The United States conducted extensive consultations with sub-Saharan African countries on the
AGOA digihility criteria. Many AGOA beneficiary countries are implementing economic
reforms or have made commitments to implement economic reforms. Countries such as
Botswana, the Centra African Republic, Chad, Eritrea, Madagascar, Kenya, and Tanzania
have taken steps to accelerate privatization, deregulate their economies, liberdize trade, and
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srengthen their intellectua property and labor law protections.

A number of countries are implementing measures to combat corruption and to improve
trangparency. Benin, Cameroon, Chad, Guinea, Madagascar, Nigeria, Senegd, and Tanzania
are among the countries that are implementing anti-corruption measures or that made
commitments to do so.

Many AGOA beneficiary countries have rdified ILO Convention 182 on the dimination of the
worst forms of child labor including: Botswana, the Centra African Republic, Ghana, Mdli,
Maawi, Mauritius, Rwanda, Senegd, Seychelles, and South Africa

Countries adso are working to change, or have changed, laws on child trafficking or on worker
rights, including Benin, Chad, Ghana, Guinea, Maawi, and Uganda. Swaziland was designated
as an AGOA beneficiary in January 2001 after implementing anew Indudtrial Relations Law
that conforms with internationa standards for worker rights.

In many ingtances, African governments have sought U.S. technica assstance to hep themin
thelr effortsto ded with U.S. concerns. The Adminigtration isworking to identify ways to
provide such assistance.

The trade and investment response to the AGOA has been mixed, with results largely
depending on a country’ s infrastructure, regulatory and politica environment, production
capacity, and potential.

The AGOA is expected to help countries diversfy their exports and to assist them in building a
manufacturing base to support long-term economic growth.

While few trade and investment statistics are available, anecdota evidence indicates that in
many countries, AGOA has led to substantia new investment, jobs, and trade. These countries
include Ghana, Kenya, Lesotho, Madagascar, Mdawi, Mauritius, South Africa, Senegd,
Tanzania, Uganda, and Zambia

Examples of results from AGOA include: a government of Kenya estimate of creetion of
50,000 direct and 150,000 indirect jobs resulting from new investments; new investment in
Lesotho of $120 million, four times officia development assistance to Lesotho; investment plans
for anew tuna processing facility in Ghana; and significant increases in apparel exports from
countries such as Lesotho, Kenya, Madagascar, and South Africa.

As sub-Saharan African companies try to develop opportunities under the AGOA, they are
seeking U.S. inputs, expertise, and joint-venture partners.

While imports of gpparel from sub-Saharan Africaincreased in 2000, they till represented less

-5-



than 1.5% of U.S. woven appardl imports and less than 1.2% of U.S. knit apparel imports.
Sub-Saharan Africa accounted for less than 2% of U.S. merchandise importsin 2000.
Economic Growth, Trade, Economic Integration, Debt, and Invesment

. Average economic growth in sub-Saharan Africawas 3.3% in 2000 and is expected to grow to
4.3% in 2001 (dthough the industriad country dowdown may cause andyststo lower this
esimate). Thisisbeow the average growth rates for most other regions. Thereis sgnificant
divergence in rates of economic growth among African countries.

. The improving growth rates resulted mainly from stronger economic reforms in many countries
that have implemented market-oriented policies to create the conditions for growth. Others
have suffered from conflict, poor governance, corruption, and inward looking economic
policies.

. The AGOA and the Heavily Indebted Poor Countries Initiative (HIPC) have served as an
impetus for economic reform. Many countries are privatizing key sectors, liberdizing currency
contrals, establishing agencies to promote foreign investment, introducing mechanisms and laws
to combat corruption, and implementing more transparent regulatory procedures. However,
much more remains to be done.

. U.S. trade with sub-Saharan Africaincreased 50% in 2000 to $29.4 hillion. U.S. exportsto
the region increased 6.4% to $5.925 hillion while imports from the region increased 67.2% to
$23.480 hillion.

. Theincrease in U.S. exports to sub-Saharan was led by exports of aircraft and oil field
equipment. The increase in imports was largely the result of increased oil prices.

. Sub-Saharan Africa accounted for less than 1% of U.S. exports and less than 2% of U.S.
importsin 2000. However, the United Statesis Africa s largest single country market.

. Trade with Africais highly concentrated with afew products and afew countries dominating
exports and imports. The United States top four markets -- South Africa, Nigeria, Kenya, and
Angola -- accounted for 72% of U.S. sdles. Four countries -- Nigeria, South Africa, Angola,
and Gabon -- accounted for more than 87% of U.S. imports.

. U.S. exports were concentrated in aircraft and parts, oil and gas field equipment, wheat, motor
vehicles and parts, industrid chemicas, computers, peripherds and software, construction
machinery and parts, and telecommuni cations equipment.

. U.S. purchases of ail and platinum group metals accounted for over 70% of U.S. imports from
the region.



. Angola and South Africawere the largest sub-Saharan African beneficiaries of GSP,
accounting for 80% of total GSP benefits for sub-Saharan Africa. Angolawasthethird largest
beneficiary worldwide; South Africawas the eight largest beneficiary.

. Regiona economic integration efforts are proceeding, with progress varying by region. The
Common Market for Eastern and Southern Africa and the Southern African Devel opment
Community both implemented free trade agreements in 2000. The West African Economic and
Monetary Union implemented a customs union with the entry into force of its common externd
tariff in January 2000. However, in most cases the agreements do not include al member
countries and in some implementation is staged over a number of years (especidly SADC).

. Sub-Saharan African countries are participating more actively in the World Trade Organization
and other multilaterd trade discussions but face capacity and human resource condraints. The
countries have also caled for greater technica assistance and capacity building efforts to help
reverse thar declining share of in globd trade flows and to assst them in meeting WTO
obligations. USTR, USAID, and USDA and other agencies have implemented various
programs to assist sub-Saharan African countries.

. Under the enhanced HIPC Inititive, 18 sub-Saharan African countries qudified as eigible to
receive sgnificant debt relief. Total nomina debt relief for these countries under the HIPC
Initiative will amount to more than $25 billion. This action, combined with earlier debt relief
initiatives, will reduce the debt of these countries on average by two-thirds.

. Foreign direct investment (FDI) in sub-Saharan Africarose from $3.9 hillion in 1998 to $5.3
billion in 1999 and foreign portfolio investment rose from $4.1 billion to $8.4 hillion. South
Africaaccounted for the mgority of theincreases. Africa s share of worldwide gross domestic
fixed investment (which combined foreign and domegtically funded investment) declined from
1.5%in 1975 to 0.9% in 1998.

Devel opment Assistance and Capacity Building

. USAID has active bilaterd assstance programs with 24 sub-Saharan African countries and
with regiond African organizations. Other agencies, such as the Departments of Agriculture,
Commerce, Energy, Labor, State, Trangportation, and Treasury, and agencies such asthe
Office of the U.S. Trade Representative, the Environmenta Protection Agency, the U.S.
Export-Import Bank, and the Oversess Private Investment Corporation have significant
programs and initiatives amed at asssting African countries in implementing economic reform,
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developing trangportation, energy, tdlecommunications, and environmenta infrastructure,
developing smal business, and building capecity.

HIV/AIDS is having a devastating effect on the people and economies of sub-Saharan Africa
The Adminigration is committed to an integrated approach to the HIV/AIDS pandemic. The
Adminigtration has crested a new high-level task force on HIV/AIDS co-chaired by the
Secretary of State and the Secretary of Health and Human Services. In May 2001, the
Adminigtration announced that the United States will provide $200 million in seed money for
FY 2002 for anew Globd Fund to Fight HIV/AIDS, Maaria, and Tuberculosis. The United
Staesisthe largest bilateral donor of HIV/AIDS assstance, providing for nearly 50% of al
international HIV/AIDS funding.

The Adminigration hasinformed countries that as they take steps to address amagjor health
crisgslike the HIV/AIDS crigs in sub-Saharan Africa, they should be able to avail themsdlves of
the flexibilities afforded by the WTO Agreement on Trade-Related Aspects of Intellectua
Property Rights (TRIPS), provided that any steps they take comply with the provisons of the
TRIPS Agreement. Current partnerships among governments, donors, multilatera
organizations, NGO's, philanthropic organizations and industry should be expanded and
strengthened. Drug therapies should be part of an integrated approach that emphasizes
prevention in a continuum of care and trestment.

U.S.-Sub-Saharan Africa Trade and Economic Cooperation Forum

The Secretaries of Commerce, State, and Treasury, and the U.S. Trade Representative will
host their sub-Saharan African counterparts at the first annua mesting of the U.S.-Sub-Saharan
Africa Trade and Economic Cooperation Forum to discuss expanding trade and economic
relaions between the United States and sub-Saharan African countries. The Forumis
tentatively planned for Fall 2001.

Potentia Free Trade Agreements with Sub-Saharan African Countries

The Adminigtration is open to the idea of negotiating free trade agreements with sub-Saharan
Africa. Itispursuing aphased agpproach to such agreements and is working to establish
conditions conducive to such agreements, including support for African effortsto liberdize trade
and open markets. Bilateral and Regiona Trade and Investment Framework Agreements are
part of these efforts.

Other AGOA-Re ated Initiatives

As called for under specific provisons of the AGOA, the U.S. Agency for Internationa
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Development, the Overseas Private Investment Corporation, the U.S. Export-Import Bank, the
Department of Commerce, and the African Development Foundation al have implemented
initiatives to support the AGOA and to enhance U.S. economic and trade ties with sub-Saharan

Africa



[. I ntroduction

The African Growth and Opportunity Act (AGOA), Title| of the Trade and Development Act of 2000,
requires the President to submit a report to Congress annualy through 2008 on trade and devel opment
policy toward Africaand on implementation of the AGOA. The Act a0 requires the President to
submit areport to Congress on potentid free trade agreements with sub-Saharan African countries.

Thisisthefirst of the reports required under the AGOA. It was prepared by the Office of the United
States Trade Representative with input from al relevant federd agencies and officesincluding the
Departments of Agriculture, Commerce, Energy, Labor, State, Trangportation, and Treasury, and the
African Development Foundation, the National Security Council, the Overseas Private Investment
Corporation, the Small Business Adminigration, the U.S. Agency for International Development, the
U.S. Customs Service, and the U.S. Export-Import Bank.

Previoudy, under the Uruguay Round Agreements Act, the President was directed to provide areport
to Congress on U.S. trade and investment policy toward Africa. Thisreport contains information
gmilar to that in the earlier report. In addition, the report contains information on the implementation of
the AGOA. The AGOA authorizes the President to designate sub-Saharan African countries as
AGOA beneficiary countries provided that the countries meet the AGOA digihility criteria A summary
of information used as a basis for these designationsisincluded in thisreport. To date, 35 of the 48
countries potentidly digible for designation as beneficiaries have been designated. The report aso
provides information on reforms being undertaken by AGOA beneficiary countries and on trade and
investment resulting from the AGOA.

The report is organized into eleven sections. Chapter 111 provides an economic overview of sub-
Saharan Africa, U.S. trade with the region, and U.S. initiatives on trade and development. Chapter IV
describes the key provisons of the AGOA and includes information on African government and
industry views aswell as U.S. government outreach efforts. Chapter V' describes the AGOA country
eligibility review process, provides information, by country, on the country digibility designations, and
describes some of the commitments and reforms made by AGOA beneficiaries. Chapter VI provides
information on trade and investment resulting from the AGOA. Chapter VIl and VIII describe the
U.S.-Sub-Saharan African Economic and Trade Cooperation Forum and provide a plan for potentia
U.S. free trade agreements with sub-Saharan African countries. Chapter 1X describes other AGOA-
related initiatives. Chapter X isaligt of Internet Sites that provide additiona information on U.S. trade,
investment, and development policy with sub-Saharan Africaand on the AGOA. The annexesinclude
other AGOA-related documents including a standard AGOA apparel visa arrangement.
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[I1.  Economic and Policy Overview

ECONOMIC SUMMARY

Economic Summary*

1997 1998 1999 2000E 2001E

Sub-Saharan Africa

Read GDP Growth 3.4 2.4 2.1 3.3 4.3

Consumer Price Inflation 16.6 10.7 14.9 16.1 10.6

Government Deficit (% of GDP) 3.5 4.1 4.2 1.9 2.2

Current Acct. Deficit (% of 10.3 20.5 16.9 8.0 11.6
Exports)

External Debt (% of GDP) 69.4 73.5 76.4 74.1 73.7

Debt Service (% of Exports)1 17.0 18.3 17.8 15.5 19.9

Investment (% of GDPY 18.4 20.4 20.3 20.1 20.7

Except Nigeria and South Africa

Rea GDP Growth 4.0 3.5 2.8 3.5 4.6
Consumer Price Inflation 23.3 13.0 22.3 25.1 13.8
Government Deficit (% of GDP) 3.8 4.1 4.6 3.4 2.7
Current Acct. Deficit (% of 21.2 29.9 23.9 16.0 18.1

Exports)

* |MF World Economic Outlook, October 2000; 1. Excludes ST debt & IMF. 2. Investment ratio is for all of

Africa.

A. Economic Growth

While economic growth in sub-Saharan Africa continues to lag behind that of other regions of the
world, the region's performance has improved both in asolute and relative terms despite conflictsin
severd areas, poor governance in anumber of countries, adverse movements in commodity prices, and
the ravages of the HIV/AIDS pandemic. The main reason for the improvement appears to have been
the continuing pattern of economic reform in most SSA countries. The results have included greater
macroeconomic stability, more flexible exchange rates, more open and transparent trade/investment
regimes, improved fiscal control, and divestiture of many parastatal enterprises. Without these reforms,
Africas recent economic record undoubtedly would have been much poorer.

Average growth in the region in 2000 was an estimated 3.3 percent (3.5% excluding Nigeria and South
Africa), and is expected to improve to 4.3 percent (4.6 percent) in 2001. This comparesto average
population growth of about 2.8%. By contrast, average growth was 6.7 percent in Asain 2000 (4.8
percent excluding Chinaand India), 4.7% in the Middle East & Europe, and 4.3 percent in Latin
America

Looking at the historicd record, average growth in the past ten years (1992-2001) in sub-Saharan
Africawas 2.6 percent (2.9 percent excluding Nigeriaand South Africa). The corresponding rates
were 7.5 percent in Asa (4.5% excluding China.and India), 3.7 percent in the Middle East and
Europe, and 3.4 percent in the Western Hemisphere.
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Sub-Saharan Africas growth in 2000 was unevenly distributed, with changesin globa commodity
prices favoring oil exporters while producers of other mgor export commodities, such as cotton,

cocoa, coffee and copper, saw their balance of payments deteriorate substantialy; current prospects
are for non-fud commodities, especialy agriculturd products, to remain depressed or gppreciate only
modestly. Weather shocks a0 affected the distribution of growth, as west Africa enjoyed good
wegther while the Horn of Africa suffered a drought and Mozambique, Zimbabwe, and parts of Maawi
and South Africawere struck by severe flooding. Civil tensions and poor economic management
continue to undermine previous economic gainsin Cote dIvoire, Kenya and Zimbabwe, while military
conflict hobbles economiesin Angola, central Africa, SerraLeone, and Guinea.

The continuing economic reforms not only have softened the effects of adverse commodity price swings
on African growth, but should help promote a faster rebound and return to lower inflation ratesin 2001
(after agpikein 1999 and 2000). Economic growth in Mozambique, for example, fell below 5% in
2000 but is projected to rebound sgnificantly in 2001. Per capitaincome in Madagascar continued to
grow despite three devastating cyclones, and 18 sub-Saharan countries reached decision points for
debt relief under the Heavily Indebted Poor Countriesinitiative (see below). Other positive
developmentsin the region in the past year included the cessation of hostilities between Ethiopiaand
Eritrea, continued strides towards more democratic government in Nigeria, arecent peaceful and
democratic change of government in Ghana, and the prospect there may be a cessation of fighting in the
Democratic Republic of the Congo. Relatively free and fair elections were both aresult of, and
contributors to, improved governance in Senegd, Niger and Tanzaniain 2000.

B. Tradewith the United States

U.S. Trade with Sub-Saharan Africa

($ Millions)
1997 1998 1999 2000 Change 99-00
U.S. Exports 6,174.9 6,694.0 5,568.5 5,925.8 6.4%
U.S. Imports 16,418.7 13,139.6 14,042.9 23,480.4 67.2%

Two-way trade between the United States and sub-Saharan Africarecovered strongly in 2000 from a
lacklugter performance in 1999, propelled by surging prices for imported crude oil and modest
increasesin U.S. exportsto South Africaand Nigeria. Tota trade (imports plus exports) soared 50%,
to $29.4 billion.

« U.S. exportsto Africagrew 6.4% to $5.9 hillion, athough sdes did not recover dl the ground lost
in 1999 from the record 1998 total. The increase was led by sdes of arcraft to South Africaand
Kenya, and ail field equipment to Nigeria.
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« U.S. imports from Africa surged U.S. Trase with Sub-Saharan Africa

by two-thirds to nearly $23.5
billion, dueto soaring pricesfor & Rilaom:
crude oil.

28

Total trade had decreased narrowly 2o
in 1999, asadramdic fal in U.S.
exports was offset by higher U.S.
imports caused by rising oil prices. 1]
Average crude prices began to
climb in March 1999, and escaated
nearly 150% by year-end 2000. 0 T S S S
1947 1998 1999 2000
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The U.S. merchandise trade deficit [ usEpore [ US inpots
with Sub-Seharan Africa doubled in o o e
2000, to $17.6 billion. The

cumulative imbaance over the lagt five yearsis nearly $52 billion in Africas favor, but the associated
transfer of financid resources benefits only a handful of African countries which supply substantia
amounts of crude oil or grategic minerds to the United States.

» Nigeria, Angola, Gabon, and South Africa accounted for nearly 94% of the U.S. trade deficit with
sub-Saharan Africain 2000. The first three were mgor oil suppliers, while South Africa provided
platinum and diamonds.

» Astrade hasincreased between Africa and the United States it has aso grown more concentrated,
with asmal number of African countries accounting for a greater share of the totd for both imports
and exports.

Africads Globa Trade

Sub-Saharan Africas totd imports declined 7.5% in 1999 (the latest year available), to $77.2 billion
from $83.5 hillion in 1998. The contraction was due in large measure to the ddayed impact of the
financid crigswhich gripped Asaand other emerging marketsin 1997-98. The criss exerted
downward pressure on Africas terms of trade, as world pricesfell for most of Africas export
commodities, particularly crude oil, gold, diamonds, and copper. Only ail has fully recovered.

The U.S. share of Africastotal import market was 7.3% in 1999, down from 8% in 1998 due to
appreciation of the dollar on foreign exchange markets. The dollar appreciated nearly 5% againgt the
euro in 1999, while the United States dipped from second place to third among Africas industriad
country suppliers behind France with a9.7% share and Germany with 7.6%. EU suppliers combined
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enjoyed a 38.6% market
sharein 1999, virtually Africa's Trincipal Trade Tartners, 1999
unchanged from 39% in Indug tras]l Cauntries

1998. The dollar appreciated
gl faster in 2000, 36—
ganing afurther 20% in
vaue againg the euro.
The trend could have 15
negetive implications for

20—

U.S.-African tradein 1
years to come. 57

_ 1] T — — — — —
Sub-Saharan Africa USa Fiance Gemnaryy UK Japan Ttaly
accounts for less than
1% of U.S. merchandise . Imnpaarte frome B fiie s I:I Ezpaarts to Afrae s

exports, and less than

2% of U.S. merchandise imports. In comparison, the region accounts for 3.6% of globa exports and
3.7% of total imports for the European Union (EU). However, the United States is Africas largest
sngle market, purchasing 19% of the region's exportsin 1999. The United Kingdom was second at
6.8%, and France third at 6.4%. The EU combined absorbed 40% of Sub-Saharan Africas exports.

Sub-Saharan Africa’s Principal Industrial Country Suppliers
($ Billions and Market Share)

1998 % Share 1999 % Share
France 7.8 9.4 7.5 9.7
Germany 5.8 7.0 5.9 7.6
United States 6.7 8.0 5.7 7.3
United Kingdom 5.6 6.7 4.9 6.4
Japan 4.1 4.9 25 33
Italy 41 4.9 38 4.9
Total EU 32.8 39.0 29.8 38.6

Source: Derived from IMF Directions of Trade Yearbook, 2000

U.S. Merchandise Exportsin 2000

U.S. merchandise exports to sub-Saharan Africawere $5.9 billion in 2000, a 6.4% increase from the
1999 totd. The expanson was led by sdes of oil and gas field equipment to Nigeria, and aircraft to
South Africaand Kenya. Exports had contracted sharply in 1999, due to dramatic

declinesin sdesto the three largest U.S. marketsin the region: South Africa, Nigeria, and Angola.
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» Sdesof arcraft and oil field equipment tend to be volatile, suggesting that export growth may not
be sugtainable in the longer term.

* In 1998, exports of aircraft and parts to South Africaand ail field equipment to Angola pushed
U.S. exportsto ther highest total ever. A dramétic decline in these itemsin 1999 caused alarge
fdl intotal U.S. sdes.

The 6.4% increase in 2000 shipments to sub-Saharan Africalagged behind gains in exports to most
other regions, with the exception of Eastern Europe where exports were flat and the Middle East which
fel 9%. U.S. exportsincreased 21% in East ASa, 9.7% in the former Soviet republics, 7.4%in
Central and South America, and 12.6% worldwide.

Despite the relatively dow growth, U.S. exports to sub-Saharan Africa were 78% greater than those to
the Newly Independent States of the former Soviet Union, and 86% greater than to Eastern Europe.

» U.S exportsto South Africa done were athird greater than our sales to Russia, whose population
ismorethan 35 timesaslarge.

AsU.S. exports to sub-Saharan Africa grow, they become increasingly concentrated among asmal
number of countries. Thetop four markets-- South Africa, Nigeria, Kenya, and Angola -- accounted
for 72% of U.S. sdesin 2000, with South Africa accounting for 52%, Nigeriafor 12%, Kenyafor 4%,
and Angolafor 3.8%. In 1999, the top four markets represented less than two-thirds of total exports.

EU exportsto Africaare dso highly concentrated among a smal number of countries, dthough less so
than those of the United States. Seven countries -- South Africa, Nigeria, Liberia, Cote d'lvoire,
Ghana, Senegal, and Gabon -- accounted for more than two-thirds of EU exports to Sub-Saharan
Africain 2000.

Leading U.S. Export Marketsin Sub-Saharan Africa

2000 Export Value
Country ($ Millions)
South Africa 3,084.7
Nigeria 7185
Kenya 238.0
Angola 226.0
Ghana 190.8
Ethiopia 165.2
Equatorial Guinea 94.9
Coted'lvoire 94.9
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Leading U.S. Exports

U.S. exports contribute significantly to building and modernizing infrastructure in sub-Saharan Africa

The principd U.S. merchandise exports included the following product categories. arcraft and parts;
oil and gasfidd equipment; motor vehicles and parts; industrial chemicals, computers and peripheras,
condruction machinery and parts, telecommunications equipment; and agriculturd machinery.

Leading U.S. Exportsto Sub-Saharan Africa

2000 Export Value
Item ($ Millions)
Aircraft and parts 780.5
Oil and gas field equipment 343.0
Wheat 309.8
Motor vehicles and parts 2575
Industrial chemicals 231.9
Computers, peripherals, and software 219.3
Congtruction machinery and parts 189.3
Telecommunications equipment 139.5
Agricultural machinery 68.5
Used clothing and textiles 60.7

U.S. Merchandise Importsin 2000

U.S. purchases from sub-Saharan Africatotaled $23.5 hillion in 2000, a 67% increase from the1999
tota, due to sharply higher prices for crude oil and a 40% increase in imports of platinum group metas.

* Crude oil accounted for $16.3 hillion, or 69% of U.S. imports from theregion. 1n 1999, U.S.
imports of crude oil from sub-Saharan Africawere $8.1 billion, or 58% of total imports.

* Although crude oil imports from Sub-Saharan Africa doubled in vaue termsin 2000, the increasein
total barrel volume was only 16%. The average price per barrd escaated more than 73% during
the year, to $28.79.

» Sub-Saharan Africasupplied 18% of U.S. crude oil imports by value in 2000, up from 16% in
1999. In comparison, Persian Gulf suppliers provided 25% of U.S. imports, unchanged from 1999.

* Nigeria, thefifth largest U.S. oil supplier, provided $10 billion of crude oil to the United States, 11%

of total imports. Angolawas the eighth leading supplier, a $3.4 billion. Gabon ($2.1 billion),
Congo-Brazzaville ($348 million), Congo-Kinshasa ($168 million), and Equatorid Guinea ($107
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million) aso ranked among the United States top 25 suppliers of crude ail.

The second leading U.S. import, platinum group metas, congtituted 6.5% of purchases. This category
adso includesiridium, paladium, and rhodium, among others. Partidly refined petroleum products
represented 4.1% of U.S. imports from the region.

Leading U.S. Imports from Sub-Saharan Africa

2000 Import Value

ltem ($ Millions)
Crude ail 16,289.8
Platinum group metals 1,528.8
Partially refined petroleum products 969.4
Woven or knit apparel 748.1
Iron and steel products 494.9
Diamonds 4334
Ferro- and nonferrous ores 399.1
Cocoa beans and products 311.0

After crude ail, platinum, and diamonds, imports of woven and knit apparel experienced the strongest
expanson in 2000, growing 28%. The upsurge came before the gppard provisons of AGOA werein
force but anecdotd evidence suggests that much of thisincreased activity occurred in anticipation of the
AGOA benefits. As more countries become eligible to export gppard to the U.S. under the AGOA,
the apparel sector could become an export growth enginein Africa

U.S. imports from Africaremained highly concentrated among asmal number of suppliers, even more
so than U.S. exports. Four countries -- Nigeria, South Africa, Angola, and Gabon -- accounted for
more than 87% of U.S. purchases. Three were mgjor crude oil suppliers, while South Africawas an
important supplier of platinum, diamonds, and sed.

EU imports from sub-Saharan Africawere only dightly more diversfied. The six leading suppliers --
South Africa, Nigeria, Cote d'lvoire, Cameroon, Angola, and Ghana--accounted for 70% of EU
imports from the region, with crude oil congtituting nearly 19% of the total, diamonds 11%, and gold
6%.
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Principal Sub-Saharan African Suppliersto the United States

2000 Import Value

Country ($ Millions)
Nigeria 10,548.5
South Africa 4,204.2
Angola 3,557.0
Gabon 2,208.9

Generalized System of Preferences

Duty-free importation of goods from Africa under the U.S. Generdized System of Preferences (GSP)
jumped 54% in 2000, to $2.4 billion. However, the increase was largely the result of increased oil
shipments from Angola, Congo-Kinshasa, and Equatorid Guinea.

» Angolamoved to third place among GSP beneficiary countries worldwide from fifth place in 1999.

» South Africawas the eighth leading beneficiary largely due to a 30% jump in shipments of
ferro-chromium.

 For the second straight year, these two countries accounted for 80% of total GSP benefitsin the
sub-Saharan region.  Five countries accounted for more than 94% of GSP utilization in Africa.

» Angola, Democratic Republic of the Congo, and Equatoria Guinea benefitted from a measure first
implemented in 1997 that made imports of crude oil and partidly refined oil products from least
developed beneficiary countries GSP-dligible.

Leading GSP items from Africain 1998 were: crude oil, partidly refined petroleum products,
ferro-chromium, and cane sugar.

Leading Sub-Saharan African GSP Beneficiary Countries

2000 GSP Benefits

Country ($ Millions)
Angola 1,378.8
South Africa 582.9
Congo-Kinshasa 146.2
Equatorial Guinea 136.3
Zimbabwe 61.3
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C. Economic Reform

The economic reform record across sub-Saharan Africa (SSA) is decidedly mixed, as to be expected
from adiverse collection of 48 countries across severd digtinct climates and at different levels of
development. A handful of less developed African countries has been very successful in sustaining
market led reforms that have created the conditions for growth. Economiesin anumber of other
countries have been virtudly destroyed by conflict, poor governance, and bad policy choices. Overdl,
the lagt year has seen some important progress around the continent -- in some part driven by the
requirements of the Heavily Indebted Poor Countries Initiative to reduce debts -- although a number of
important countries failed to meet expectations. Regiona economic integration efforts, engagement with
the IMF and World Bank, and the AGOA have been positive forces in encouraging countries to lower
tariff barriers and ingtitute more market-oriented fiscal and monetary policies. There should be
recognition as well of the potential for reform that exists because of the continued expangon of
democratic governance in theregion. In addition to the relatively well-conducted e ections that were
held in 2000 in countries as diverse as Niger, Senegd, and Tanzania, Ghana completed a peaceful
transfer of power in March 2001 to a newly-€lected president from an opposition party.

Many countries are actively working to create an environment for increased trade and investmen.
Privatization efforts are ongoing in the mgority of countries with the extent and pace of privatization
varying widdy. Sectors being fully or partidly privatized include telecommunications, energy,
transportation, and mining. A large number of sub-Saharan African countries have created agencies to
promote and facilitate foreign investment. At least Sixteen countries have stock exchanges with South
Africa sbeing the largest and most active.

The Internationd Financid Ingtitutions (IF1s) have been catdysts for change across the continent. The
magority of sub-Saharan African countries now work closdy with the Internationa Monetary Fund --
28 are now on IMF funded or non-funded programs, and severd more are currently in negotiations to
establish some type of Fund program. These programs tend to focus on sound fiscal management,
establishment of credible monetary policy in those countries not part of regiond currency systems,
rationalization of tariff and non-tariff barriers, and privatization of state owned enterprises as a means of
improving efficiency and reducing the burden on state resources.

In addition, there is a growing recognition on the part of African governments that systemic structura
reforms are needed to spur economic growth. Increased focus on the rule of law, improved
trangparency and governance, a better environment for private enterprise, and decreased tolerance for
corruption &t al levels play an important role in creating the kind of business climate that encourages
both foreign and domestic investment. The IMF and World Bank, aong with the African Devel opment
Bank and bilateral donors (including the United States) have provided resources and technical
assgtance across Africain an effort to encourage, directly and indirectly, the development of
anti-corruption bodies, transparency in government accounting and contracting, and more predictable,
far, and independent legd systems.
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Significant progress has been made on debt reduction for the most Heavily Indebted Poor Countries
(see separate section). The United States has played a key role in designing and implementing the
HIPC Initiative thus far and will continue to play an important role in monitoring and advocating country
compliance with the HIPC program’ s economic reform and poverty reduction requirements. Through
our Embassies and in high level discussions with both beneficiaries and other donors, the U.S. will
continue to promote growth-oriented economic reforms.  Tracking public expenditures to ensure that
resources freed through debt reduction are gpplied effectively to poverty dleviation programs continues
to be atop priority of HIPC and related programs.

The African Growth and Opportunity Act Sgned by the Presdent in May 2000 isavauable tool in
promoting economic development and the diversification of African exports by providing duty-free U.S.
market access for products from countries that are making economic reforms and meet certain politica
criteria. AGOA aso mandates the creation of a U.S.-Sub-Saharan Africa Trade and Economic
Cooperation Forum to strengthen overdl economic relations and trade and investment between the
United States and sub-Saharan Africa countries. This Forum will serve to enhance U.S. engagement
with SSA countries on policy and dtrategies to achieve economic growth, implement reform, and
deepen U.S.-Africa economic relaions. The Forum will aso provide the venue to consult with AGOA
eigible countries on AGOA implementation and mechanismsto facilitate Africd s integration into the
globa economy.

While progress has been made, important challenges sill face many African countries. Corruption and
non-trangparent policies (especialy in government procurement), wesk ingtitutions, poor infrastructure,
low levels of education and public hedth, aworsening AIDS pandemic, high tariffs, inadequate
protection of intellectua property rights, cumbersome customs procedures, and inadequate lega
systems, continue to hinder economic development in many countries. The U.S. will continue to
support African country efforts to address these policy chalenges.

D. Regional Economic Integration

The United States has encouraged and supported regiona economic integration efforts in sub-Saharan
Africaasameans of simulating economic growth by improving economies of scae and reducing
transactions cogts for the region aswell asfor international businesses. A firg stage in this effort must
be a substantid expansion of trade among African nations: in 1999, only $11 hillion of atota of $80in
billion in African exports was destined for other African markets -- a much lower proportion than is
seen in more rapidly developing areas of Asaor Latin America. According to data from the World
Trade Organization, the share of intra-regiond trade flowsin each region’stotd trade was 10% for
Africa, 16% for Latin America, 35% for North America, 70% for Western Europe, and 46% for Asa
in 1999. The United States has worked to facilitate and promote regiond economic integration through
the Africa Trade and Investment Policy program (ATRIP) and technical assistance to organizations
such as the West African Economic and Monetary Union (WAEMU), Southern African Development
Community (SADC), the East African Community (EAC), the Intergovernmenta Authority on
Devdopment (IGAD), and the Common Market for Eastern and Southern Africa (COMESA).
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In order to encourage regiona economic integration and to strengthen trade and investment relaions
with the region, the Office of the United States Trade Representative isin the process of negotiating and
concluding regiona Trade and Investment Framework Agreement’s with COMESA and WAEMU.
USTR aso hopesto negotiate a TIFA with SADC. The Department of State coordinates aregular
diaogue with SADC through the U.S.-SADC Forum and works extensively with the other regiona
organizations. USAID has substantial assstance programsto assst COMESA, SADC and other
organizations to accelerate integration and to support the organization’ s efforts to increase member
countries participation in the globa economy and the WTO. A number of U.S. Government agencies
are now planning amgjor technica assstance symposium with WAEMU commissioners and trade and
finance minigters to recognize progress made and accel erate on-going regiona economic integration
efforts. The Adminigration’s trade and investment policy will give focused attention to technica
assistance to strengthen trade capacity in SSA. USG trade capacity and technicd assstance programs
are described in the sections on devel opment assstance and Africa s integration into the global
economy.

The AGOA aso promotes regional economic cooperation and trade between the countries of sub-
Saharan Africa by alowing cumulation among AGOA beneficiary countries, i.e. AGOA bendficiaries
may include inputs from other AGOA beneficiaries in meeting the GSP requirement of 35% vaue-
added.

While economic integration in Africa has not proceeded as rapidly as some had hoped, considerable
progress was made on a number of frontsin 2000. Factors making progress difficult include: the lack
of necessary trangportation and communication infrastructure; varying levels of development, policy
orientations, and palitica priorities, and, overlgpping and sometimes conflicting regiond entities. The
datus of integration efforts by various regiond organizations as well as additiona information on U.S,
support for their effortsis detailed below.

COMESA: The Common Market for Eastern and Southern Africa (COMESA), whose membership
overlgps congderably with the Southern African Development Community (SADC), has dways
focused more heavily than SADC on trade liberaization, and its efforts have been far reaching and
effective. On October 31, 2000, nine of the twenty COMESA member countries ratified the Free
Trade Area, bringing the tariffs to zero among those members (others are expected to join when they
are able). Thiswas an important step toward the customs union planned for 2004. In addition to
eliminating tariffs on much of members intra-regiond trade, COMESA has had considerable successin
amplifying rules of origin and establishing a sngle cusoms structure. COMESA dso amsfor further
cooperation in customs management and the harmonization of trade documents and procedures.
COMESA has seen intra-regiond trade grow over the past decade, expanding roughly nine-fold.

The United States has provided a variety of assstance to COMESA’ s integration efforts, including
through: technica assstance on trade and the WTO; identification of barriers to investment and
development of regiond solutions; private sector cgpacity building; telecommunications harmonization;
fecilitation of cooperation with SADC; and study of rules of origin as related to the WTO, World
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Customs Organization, SADC and other organizations.

EAC: The East African Cooperation (EAC), asuccessor to the former East African Community that
sought to link Kenya, Uganda, and Tanzaniain an economic union, came into being when the treaty
edablishing it entered into force in July of 2000. Technica and non-trade issues, including

harmoni zation of labor standards and promotion of labor mobility through a common passport, have
taken priority for the time being over trade integration objectives, which will be the subject of future
negotiations. The Treasury Department is providing technica assstance to the EAC on harmonization
of securities laws and trading, and will place an advisor in the EAC under the ATRIP program later in
2001 to work on facilitation of cross-border financid asset trading. Treasury aso is providing technica
ass stance on banking sector reform in Uganda.

ECOWAS: The Economic Community of West African States (ECOWAS), which has had an active
politica role in the region, has seen little if any progress toward integration of markets since its inception
in 1975. However, anew office on regiona integration has been established at the Secretariat and a
srategy has been adopted to accel erate the integration process by creating a single regiona market
based on trade liberdization, common externd tariffs, and harmonized economic and financia policies.
There are ds0 plans for harmonizing ECOWAS policies with those of the West African Economic and
Monetary Union (WAEMU), including work aimed a an eventud ECOWAS merger with the
WAEMU monetary zone.

The United States has supported integration in the ECOWAS region through a number of means,
including technica assstance to the West African power pool and the West Africa gas pipeline project
described in the section on Energy Infrastructure Development. The United States has also provided
technical assstance to the ECOWAS fund, providing, for example, seminars on public private
partnerships and the World Trade Organization.

SADC: The Southern African Development Community (SADC) launched its Free Trade Area (FTA)
on September 1, 2000. By March 2001, 11 signatories had ratified the agreement and 8 had
submitted their instruments of implementation indicating their readiness to offer the tariff reductions.
The FTA will be phased in over alengthy period, with free trade within SADC on al goods by 2012.
SADC negotiators are continuing to work on remaining unresolved issues critical to the FTA's success,
The lack of clarity and coordination with respect to trade policies in organizations with overlapping
membership, such as COMESA, EAC and the Southern African Customs Union (SACU), has
chdlenged the integration process.

The United States-SADC Forum, aregular process for consultation, has sponsored activities
supporting regiond integration, including technica assstance to the Secretariat and SADC member
gtates on implementation of the SADC Free Trade Areaand regiona capacity building on trade policy
issues, including sanitary and phyto-sanitary issues.

WAEMU: The West African Economic and Monetary Union (WAEMU), sharing a common language
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(except for Guinea Bissau), acommon French-backed currency and smilar adminigrative and
regulatory traditions, has made sgnificant progressin its regiond economic integration efforts. In
January 2000, WAEMU's common externa tariff, with rates not to exceed 20 percent, took effect,
athough adherence to the tariff structure is not uniform throughout the region. WAEMU aso has
etablished a common accounting system, periodic review of member states macroeconomic policies
based on convergence criteria, and aregiond stock exchange, aswell asthe legd and regulatory
framework for aregiona banking system. Nevertheless, intra-regiond trade does not appear to have
greatly expanded. The investment environment in most WAEMU countries remains troubled and
investors cite lack of predictable rule of law and current employment laws as impediments.

In support of WAEMU'sregiond integration efforts, USAID has established aregiond missonin
Bamako. The Treasury Department has provided aresident advisor at the regiond Centra Bank
(BCEAO) since 1999, working with the Bank and member country finance ministries on problems of
debt issuance, debt management, and creetion of a region-wide debt securities market for the eight
WAEMU member countries. Treasury dso is providing technica assstance in budgeting to the
government of Senegd.

As mentioned earlier, various agencies of the U.S. Government aso are planning to host atechnica and
policy symposum in Washington for WAEMU commissioners and member country trade and finance
minigers. The symposum will include technical assstance and consultations on further policy reforms
and requisteinitiatives to redize WAEMU' s god of full economic integration and on policy reformsto
promote trade and investment between the U.S. and the WAEMU member countries. The
Adminigtration aso plans to conclude aregiona Trade and Investment Framework Agreement (TIFA)
with WAEMU this year, which would establish a U.S-WAEMU Council on Trade and Investmen.
When concluded, this agreement will represent the first U.S. regiond TIFA in sub-Saharan Africa

E. Africa’sintegration intothe Global Trading System

Supporting Africa s integration into the globa economy is one of the pillars of the Bush Adminigration’s
Africatrade policy of free markets, expanded trade, and economic growth. The Administration will

am to drengthen its work with African countries through technical assstance. The god of these efforts
will be to strengthen the capacity of African countries to participate more fully in the WTO and to
enhance U.S.-African cooperation in the multilatera trading system.

The United States has welcomed and encouraged increased participation by sub-Saharan African
countries in the WTO and multilatera trade discussons. Africa made fewer commitments during the
Uruguay round than any other region and as aresult, African countries in genera have higher tariffs and
fewer market access commitments (especialy in the services sector) than countries in other regions.
For example, only one African country is a signatory to the Information Technology Agreement. This
has impeded African countries ability to attract investment and to increase trade, competitiveness, and
economic growth.
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During the past few years, African countries have become
more active in World Trade Organization (WTO) discussons
and in other multilateral discussions of trade and economics.
Thirty-eight sub-Saharan African countriesare WTO
members, representing 27% of al WTO membership. Four
other sub-Saharan African countries have observer status.
Members of African delegationsto the WTO have dso
assumed important postions within the WTO. One of the
WTO' sfive Deputy Directors Generd isfrom sub-Saharan
Africa

A member of the Lesotho mission is chairperson of the
Goods Council Committee on Technica Barriersto Trades
and amember of the Zimbabwe delegation is chairperson for
the Council for TRIPS. Ugandais chairperson of the
Committee on Trade and Development.

As part of the WTO’ s Built-in Agenda, during 2000 and
early 2001, WTO Members tabled proposals on agriculture
and sarvices. Of the dmodt fifty proposas submitted on
agriculture, African countries authored or co-authored about
one-third. African countries also participated in the Services
negotiations that have been held in Geneva

USTR, USAID, and the Departments of State, Treasury, and
Agriculture, as well as other agencies, have provided
technical assistance to African governments to increase their
capacity to ded with issuesrelated to the WTO. In addition,
USTR, State, Agriculture, and others have enhanced their
dialogue with sub-Saharan African countries on WTO issues.

Sub-Saharan Africa
WTO Members

Angola Mdi
Benin
Botswana
Burkina Faso
Burundi
Cameroon
Centd African
Republic
Chad
Dem. Rep. of
the Congo
Rep. of Congo
Coted'Ivoire
Djibouti
Gabon
The Gambia
Ghana
Guinea
Guinea-Bissau
Kenya
Lesotho
M adagascar

Mauritania
Mauritius
Mozambique
Namibia
Niger
Nigeria
Rwanda
Senegdl
Sieraleone
South Africa
Swaziland
Tanzania
Togo
Uganda
Zambia
Zimbabwe

Observers

Cape Verde
Ethiopia
Seychdles

As part of these efforts, in May 2000, USTR organized and sponsored a WTO Consultative and

Technicd Assstance Forum for African Trade Minigers. At USTR'sinvitation, eight African trade
ministers and leaders from five African regiona economic organizations participated in the Forum.
During the Forum, U.S. cabinet and sub-cabinet members aswell as Members of Congress and leading
academic experts engaged in an extensive dia ogue with the African trade ministers on issues ranging
from the importance of continued liberdization of agriculture and services, to the benefits and chalenges
of e-commerce, to the requirements and benefits of WTO membership.

USTR aso worked with USAID to provide funding to alow the WTO to develop computer-based
training modules on WTO agreements that will be made available on the Internet and on CD-ROM and
to fund two WTO seminars for African countriesin anglophone and francophone countries. To assst
countries in meeting their obligation to implement the Customs Vauation Agreement, USTR has
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worked with USAID to provide funding for technical assistance on customs obligations.

In FY 2001, USTR and other agencies obtained $820,000 in funding through the ATRIP program to
continue WTO-related technical assistance and training including a series of workshops throughout
Africaon specific areas of the WTO including agriculture, telecommunications and e-commerce,
market access, and intellectud property rights. A number of the workshops will focus on the
Agricultura Market Access Database, a comprehensive collection of public data on WTO market
access commitments and their implementation. The initiative will aso sponsor the participation of 20
sub-Saharan African trade officersin a three-week comprehensive course in Geneva. The courseis
designed to explain the trade policy context of the WTO as wdll asits key functions.

USDA regularly engages with African countries on awide variety of issues including the need for
improved market access for agricultura products, liberdization of the trade in agriculture, and how to
handle sanitary and phyto-sanitary (SPS) requirements. USDA isworking to promote African
understanding of U.S. palicies, and engage African countries on the trade policy implications of
sanitary-phytosanitary (SPS) internationd standards-setting bodies, including CODEX Alimentarius
(Codex), the Office Internationa des Epizooties (OIE), and the International Plant Protection
Convention (IPPC). The objectiveisto ensure a better understanding of WTO-consstent approaches
to implementing food safety and other SPS measures affecting trade. Interest in understanding and
meeting SPS requirements in the international market has increased among many African countries,
especidly as they redize the need to manage SPS requirements in order to taking advantage of trade
opportunities enhanced by reductionsin tariffs.

Before trade benefits can be realized, science-based policies on food safety and animal and plant hedlth
need to be addressed. USDA has participated in specid WTO conferences in Africa, describing new
WTO and SPS requirements and obligations. USDA has provided technical expertise to African
countries on how to bring SPS systemsinto compliance with WTO rules and how to meet U.S.
standards for imported products. USTR adso has actively engaged African countriesin bilateral and
multilateral foraon SPS and related issues.

USDA will continue to work with African countries to ensure that plant, anima, and human hedth
measures are based on sound science and minimize negative trade effects. USDA is discussing those
areas Where technical assistance and training in risk assessment, risk management, and risk
communication could enhance food safety objectives and facilitate trade between Africaand the United
Staes. Effortsto develop internationa plant, animal, and food safety standards complement ongoing
activitiesin Africa undertaken by internationa organizations, such asthe WTO, FAO, and Codex.

As part of its efforts, USDA conducted a 5-day conference on WTO agriculturd policy issuesfor
Southern African Development Community (SADC) member countriesin Botswana, March 4 - 9,
2001. The effort promoted policy coordination between ministries on their WTO obligations, and
provided perspectives on U.S. policy. USDA will hold an additiona conference in October 2001 to
provide training on SPS risk assessment issues for SADC countries.
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USDA will conduct smilar conferences on WTO agricultura policy issues for the Common Market for
Eastern and Southern Africa (COMESA) and the West African Economic and Monetary Union
(WAEMU) countriesin April and May 2001, respectively. In addition, USDA will hold conferencesin
October 2001 (COMESA) and January 2002 (WAEMU) to provide training on SPS risk assessment
issues for dl member countries.

These efforts are intended to encourage positive engagement in internationa trade and internationa
standards-setting organizations and will help identify and foster areas for cooperation between the
United States and sub-Saharan African countries.

Increased African economic reform, stabilization, and development are essentia to promoting trade.
Stronger African economies cregte greater export opportunities for U.S. agriculture. The
Adminigtration’s three main agricultural trade objectives are: increased market access for U.S.
agricultura products, support of bilatera trade agreements and Administration trade initiatives, and the
promotion of an increased dialogue between USDA, USTR, and agriculturd minigtriesin Africa

Although many countries in Africa have made advances in agricultura trade liberdization, thereis
ggnificant room for improvement. USDA has gpproached Africa, both bilaterdly and multilaterdly, to
better ensure the market access necessary for trade expansion. USDA has examined common
multilaterd trade interests and concerns with African countriesin an effort to work together to improve
market access for agriculture during the next round of WTO negotiations. The United States trade
liberdization goas have been articulated at severd levelsin bilateral discussonswith individua African
countries and regiond trade blocs, aswell asin multilaterd fora such asthe WTO. The Administration
will continue to encourage increased liberdization through tariff reductions, imination of non-tariff
barriers, and development of market-oriented trade policies. The Administration will continue a broad
array of initiatives designed to help African countries to better appreciate the truism that protectionism
resultsin sgnificantly higher prices for African consumers while diminating the incentives for innovetion
and greater efficiency among domestic producers.

F. Debt Reief, the Heavily Indebted Poor Country Initiative, and | FI Reform

A mgority of sub-Saharan African countries have developed serious debt problems. Of the 41
countries designated by the international community as “Heavily Indebted Poor Countries’ (HIPCs), 33
arein sub-Saharan Africa. In 1980, the Net Present Vaue (NPV) of externa debt owed by al the
HIPCs was $45 hillion; by 1999, thisfigure had tripled, reaching nearly $150 hillion. Therewasa
generd recognition that, despite earlier efforts by creditor countries to provide debt rescheduling and
partia debt reduction for countries undertaking economic reforms,

many of the poorest ones still faced severe debt burdens that had become obstacles to development
and growth.
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In 1996, therefore, the internationa community, with strong U.S. leadership, agreed to launch the
origina HIPC debt relief program -- a comprehensve gpproach to the debt problems of these
countries. For the firgt time, the HIPC program required internationd financid inditutions such asthe
IMF and World Bank to participate in debt reduction.

There was widespread concern, however, that the origind HIPC program took too long to implement,
was too narrow in scope, and did not create a sufficiently strong link between debt relief and poverty
reduction. Again with strong U.S. leadershop, an enhanced HIPC initiative was launched in 1999,
designed to provide deeper, broader, and faster debt reduction in return for demonstrated commitment
and performance on economic reform and poverty reduction. HIPC beneficiaries are required to use
savings from HIPC debt rdlief on such poverty reduction programs as basic education and hedth.
Indeed, dl poor countries that receive IFl support, including HIPCs, now are expected to develop
Poverty Reduction Strategy Papers (PRSPs) with public participation (see following section), to guide
the use of debt savings and to set priorities for new development programs.

Under the enhanced HIPC initiative 22 countries, including 18 in sub-Saharan Africa, qudified in 2000
to begin receiving sgnificant debt relief. The African beneficiaries were Benin, Burkina Faso,
Cameroon, The Gambia, Guinea, Guinea-Bissau, Madagascar, Maawi, Mdi, Mauritania,
Mozambique, Niger, Rwanda, Sao Tome/Principe, Senegal, Tanzania, Uganda, and Zambia. Tota
nomina debt reduction under the HIPC initiative for these 18 countries will amount to more than $25
billion. When combined with earlier debt relief initiatives, this action will reduce the debt of these
countries on average by about two-thirds. Additiona sub-Saharan countries are likely to become
eligible for enhanced HIPC treatment in 2001.

Debt reduction by the U.S. Government, covering 100% of the obligations owed by these countriesto
the United States, will tota nearly $500 million; the U.S. government aso is helping to finance the cost
of reducing the debts owed by African HIPCsto the African Development Bank.

Sustained performance under the HIPC framework by beneficiary countries should result in stronger
growth, better fiscal management, improved climates for private investment, better records on
corruption/governance, and a commitment to rising levels of investment in health and education.
Following are some examples of country programs that HIPC debt relief will help to finance:

» Mozambique plans to expand the stock of basic medicines in government clinics, increase primary
school enrollment rates by 1-2 percentage points a year, and reduce the grade repetition rate.

» Uganda used debt relief from the origind HIPC program to diminate school fees for grade school
students -- amgjor impediment to expanded enroliment. Enhanced HIPC will help Uganda extend
the country's successful HIV/AIDS awareness program.

» Senegal has pledged to hire 2,000 teachers per year for the next few years.
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»  Tanzaniawill increase immunization levels among children, and diminate dementary school feesthis
year.

» Madagascar plansto recruit new teachers and help fund its anti-HIV/AIDS campaign.
|Fl Reform

A critical feature of the enhanced HIPC framework, and the Poverty Reduction Strategy Paper (PRSP)
process that it has generated, is to put poverty reduction at the center of operations of the International
Financid Inditutions (IFIs) in poor countries. The framework provides for aclearer divison of labor
and better cooperation between the IMF and World Bank, and strengthens the policy link between
growth and poverty reduction. It aso amsto channd the savings provided under HIPC specificaly
toward priority poverty dleviaion programs. In this context, the beneficiary country developsa
Poverty Reduction Strategy Paper that is assessed by the Boards of the Bank and Fund and becomes
the framework for debt relief and continued concessiond lending. There dso are indications that
bilateral donors have begun to adapt their lending programs to better reflect the development priorities
identified by the PRSPs.

In recognition of the changes, the Fund has defined a new instrument for long-term concessiona
financia support of the poorest countries, caled the Poverty Reduction and Growth Facility (PRGF),
replacing the former Enhanced Structura Adjustment Facility (ESAF). The Bank, for itspart, is
developing a new instrument, the Poverty Reduction Support Credit (PRSC), that will provide a
macroeconomic and financia framework within which future programs can be agreed and implemented
with the recipient country. The two facilities are to be complementary.

While the PRSP processis relatively new -- indituted only in the fal of 1999 —and is till evolving,
initial experience is positive and has encouraged the strong engagement and support of the donor
community. Postive developmentsinclude (1) the extenson of the processto al poor countries, (2)
stronger ownership of programs by the countries themsdves, (3) more transparency and public
participation in designing and implementing such programs, (4) better control and tracking of
expenditures to ensure that resources are effectively used, (5) greater flexibility and prioritization in IFl
programs, (6) more carefully sequenced reforms, and (6) streamlined IFI conditiondity that is more
redlistic and improves prospects for compliance. Early results in countries such as Mozambique,
Uganda, Senegd, and Tanzania suggest that the PRSP processis becoming an increasingly important
tool for improving the use of development resources.

G. International Financing including FDI and Capital Flows

Comprehensive data on capitd and investment flows in sub-Saharan Africa are only available through
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1999, and they present amixed picture. While the balance on the capital account grew from $2 hillion
in 1998 to $4.2 billion in 1999, the balance on the financid account plummeted from $17.3 billion in
1998 to $5.3 hillion in 1999. Much of the change in the balance on the financia account can be
attributed to the large increase in forward dollar liabilities by the South Africa Reserve Bank (SARB)
during the Asan and Russian financid crisesin 1998, and the subsequent unwinding of the SARB's
positions sncethefal of 1998. Ethiopia, Kenya, and Nigeria aso experienced sgnificant financid
outflows in 1999, due presumably to the war with Eritreain Ethiopias case and to economic
uncertaintiesin the other two countries.

For the region as awhole, foreign direct investment (FDI) rose from $3.9 hillion in 1998 to $5.3 billion
in 1999 while foreign portfolio investment rose from $4.1 billion to $8.4 hillion. South Africa accounted
for the mgority of the increase in both categories. The United States was the leading source of FDI in
sub-Saharan Africafor the period 1994-1998, followed by France and the United Kingdom.

While sub-Saharan Africa has about 11 percent of the world's population, it attracts a much smaller
and apparently till declining share of globd investment flows. in 1975, Africas share of gross domestic
fixed invesment (GDH), combining foreign and domegticaly funded investment, was 1.5%, but in
1998 it was only 0.9%.

Average investment rates in African countries are only about 20 percent of GDP, compared to above
25 percent in low- and middle-income countries as agroup. Higher investment rates will be necessary
for achieving sustainable long-term reduction in unemployment and poverty. .

H. Development Assistance, Sustainable Development and the Environment, L abor, and
Capacity Building

USAID isthe primary agency within the U.S. government involved in providing development assistance
to sub-Saharan Africa. However, many other agencies are providing technical and capacity building
assistance through use of their own resources or with funding from USAID. Additiond assgtanceis
provided by internationd financia indtitutions to which the United Statesis amgor contributor.

Devdopment Assgtance

USAID has missons with active bilatera assistance programsin 22 countries in sub-Saharan Africa
and dso is active with African regiond organizations. 1ts gpproach to development assistance is based
on promoting broad-based economic growth through policy analyses, technica assistance and training.
In addition, emergency rdief is structured to help nations make the trangtion to sustainable
development.

USAID emphasizes anumber of drategic objectivesin its program for Africa, from agricultura
development, to hedth (including HIV/AIDYS), to basic education, and economic growth. In the latter
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st of programs, most of the activities are geared toward promoting economic reform and private
sector development, to help create a supportive environment for trade and investment. Examples of
USAID development assistance are included below and in other sections of this report.

In Uganda, USAID is providing technica assstance to the government in matters of legd, judicid,
tax, and trade policy reform. The assstance includes technical experts, training, and some limited
commodity procurement. The project is dso working to indtitutionalize the role of the private sector
in the formulation of the government’ s trade policy and negotiating positions.

In Nigeria, a USTR'srequest, USAID isfunding a project to assst in developing the gum arabic
sector. The project will provide atangible dividend to countries which are implementing economic
and palitica reforms while dso benefitting U.S. companies which are trying to reduce their
dependence on Sudan as their source for gum arabic. The project aso will support the AGOA
objective of hdping countries to diversfy their economies.

In Zambia, USAID provided training, technica assstance and selected equipment to help
export-oriented Zambian government agencies work toward a better trade and investment
environment, in line with their obligations to the WTO, SADC, COMESA and other trade
organizations. Technica assstance addressed issues related to the COMESA Free Trade Area, the
Cotonou agreement (the successor to the Lome agreement), and the WTO.

In Madagascar, USAID isimplementing a program caled Effective Integration into the Globa and
Regiona Economy. This program aims to support Madagascar's integration into the WTO by
providing WTO awareness training and WTO-rdated policy andyss. Itisaso asssing
Madagascar in compliance with its regiond commitments to trade liberaization within COMESA
and in developing expanded trade links with the United States. The program seeks to cultivate the
strong participation of the private sector and other segments of civil society to help create an
improved trade and investment regime.

USAID isimplementing a program in Eastern and Southern Africa to support the establishment of a
policy and regulatory infrastructure for the development, trade, and commercia application of
agriculturd technologies derived from modern biotechnology. The god of this program isto
promote regulatory policies and procedures that will facilitate the use of new biotechnol ogy-derived
crop varieties (often referred to as Geneticaly Modified Organisms or "GMOs") by providing a
framework for phytosanitary, environmenta, and food safety assessments and management of
agriculturd biotechnology.

In Mdli, the Mdian Government and the private sector have combined efforts for athird year in
andyzing priority policy issues condraining Mdi’ s economic competitivenessin the West Africa
region and promoting grester private sector participation in the policy reform process. Furthering its
policy reform agenda, USAID has asssted the Minigiry of Industry, Commerce and Handicrafts and
Mdi’ s private sector in conducting andyses of congtraints to key sub sectorswhere Mdi is
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considered to have comparative advantages in the West Africa region and where increased regiond
competitiveness can be gained. The program aims to enhance the capacity of the Mdi’ s private
sector to become more effective in advocating business interests and in providing a stronger
ingtitutiona counterpart to the Mali Government in the formulation of policies related to trade,
investment, business law and other issues that concern the business community.

USAID/Senegd has assisted the West Africa Enterprise Network (WAEN), aregiond association
of 300 business men and women from 13 countries, in improving the number and qudity of
partnerships between West African entrepreneurs and prospective U.S. business partnersin order
to build direct commercid linkages (exports, joint ventures, etc.). This project hasincluded
identification of high-potentid business opportunities, sharing of business and market information via
anewdetter and a business-oriented computer database, training, the preparation of comprehensive
guides, and organization of vidts and exchanges between West African and US businessmen and
women.

As part of amulti-year effort to address policy and adminigtrative congtraints that affect
Mozambique's business and investment climate, USAID has been assisting business leaders and
their dliance of business associations (CTA) in an active didogue over remova of red tape between
the private sector, the Minigtry of Industry, Commerce and Tourism (MICTUR), and other
ministries. The USAID Mission supported the 1999 introduction of Mozambique's VAT through
assgance to CTA in evduation and comments to the government regarding the implementation
regulations for the VAT. USAID aso developed amanud for the Ministry of Finance to distribute,
accompanying the introduction of the VAT. The project has strengthened business organi zations
and helped CTA to become more effective.

Sugtainable Development and the Environment

The Environmental Protection Agency (EPA), as wdll as other agencies such as the Department of
Commerce and USAID, are implementing projects and initiatives to assst African countriesin
protecting the environment and promoting sustainable economic development. The EPA developed a
srategy for sub-Saharan Africa in 1998 based on urban/industria issues with afocus on urban
environmental hedth, and isimplementing the following activities under this Srategy.

Phase-out of lead in gasoline: EPA has begun to plan atechnica assistance and public outreach
program for South Africaand is working with the World Bank on amgor sub-Saharan Africawide
conference on the subject.

Promotion of the sound management of pesticides and other chemicas. The project provides
computers, Internet access and training to chemicals management officids and other stakeholders.
The pilot phase in Mdli, Nigeria, Tanzaniaand Cote D’ Ivoire has been completed and it is being
expanded to other countriesin the region.
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In addition, EPA is asssting South Africato develop nationa and provincia environmenta capacity.
Activities include community-based solid waste management programs in target townships, support for
community-based environmenta organizations, training on environmenta impact assessments and
environmenta management for the mining sector and increased access to environmentd informetion.

Other activities EPA is pursuing under its sub-Saharan Africa Strategy include its Microbiologicaly
Safe Drinking Water Initiative, aweb-based International Cleaner Production Cooperative, an African
Climate Technologies Information program and a study focused on the public hedlth and other benefits
of taking climate change actions in South Africa

The Nationa Oceanic and Atmospheric Adminigtration (NOAA) of the Department of Commerce,
aso has a number of projects involving African countries, including:

» The GLOBE Program (www.globe.gov) with 15 sub-Saharan African Countries. GLOBE, a
school-based internationd science and education program, is an inter-agency U.S. government
program led by NOAA. There are currently 96 GLOBE countries with more than 10,000 schools
involved worldwide, including 15 countriesin Sub-Saharan Africa. They are: Benin, Cameroon,
Cape Verde, Chad, the Gambia, Ghana, Guinea, Kenya, Madagascar, Mdi, Namibia, Senegd,
South Africa, Tanzania, and Uganda. Students at GLOBE schools dl over the world take a core
st of environmenta measurements that have been sdected by the world science community as
providing useful datafor their research. The datais then archived for use by scientists and dso
turned into vivid globd environmental images (maps and graphs) comprised of data from GLOBE
schools around the world. These images are provided back to GLOBE schools for usein the
classroom. In addition, the GLOBE Program provides extensve environmenta education materids.

» Globa Climate Change with Nigeriaand Others. Two Nigerian scientists are participating in
research a NOAA on globd climate change. NOAA aso has conducted scientific exchanges with
various organizations in Nigeria to advance marine research, including the UNDP-funded Gulf of
Guinea Large Marine Ecosystem (LME) Project. Although the first phase of the project has ended,
extension of the project to the entire geographic areafrom Angolato Guineais now starting, with
funding from the World Bank's Globd Environmental Fecility. Nigeriais aleader in the project, and
NOAA will provide in-kind support. Benefitsto the United States from its cooperation with Nigeria
include the ability to conduct sudiesin the Niger River Ddlta, an area with Smilaritiesto the
Mississppi River Ddta with common issues such as il and living marine resource impacts and
eroson. The project isimportant to Nigerian fisheries for food security, exports of shrimp to the
United States, imports of fish, coastal ocean management and controlling beach erosion in urban
aress, and the link between oceanography and ail.

» Exchange Program for Marine Protected Areas, Staff Training with South Africac The project isa

collaborative effort between the United States and South Africato develop guiddinesfor the
establishment of Marine Protected Areasin South Africa. The objective isto introduce South

-32-



African MPA managers and administrators to management structures at the Nationd Marine
Sanctuary Program in the United States through on-Ste training vigits.

African Process for the Development and Protection of the Coastd and Marine Environment with
Ghana, Kenya, Mozambique, Nigeria, Seychelles, and South Africa (and Cote d'lvoire): The
objective of the project isto assst sub-Saharan African countries in achieving sustainable
management of their coastal and marine environmenta resources by identifying hot spots and
sengtive areas, establishing root causes, and designing a program of interventions.

Cooperative Air Sampling Network with Namibiaand the Seychdles. The NOAA Climate
Modeling and Diagnogtics Laboratory (CMDL) cooperative air sampling network effort began in
1967. Today, the network is an internationa effort which includes regular discrete samples from the
4 NOAA CMDL basdline observatories, cooperative fixed sites, and commercia ships.

Mozambique Flood Support with Mozambique and South Africa: The worst flooding in 50 years
from cyclones Eline and Felecia occurred in Mozambique in February and March 2000, killing over
200 people and displacing over 800,000 in Southeast Africa. NOAA's Nationa Wesather Service
(NWS) provided operationa support to Mozambique and South Africaas well asto federa
agencies (e.g., the Department of State and USAID) that provided assistance and rdlief to the
victims. The NWS Nationd Center for Environmenta Prediction (NCEP) Climate Prediction
Center (CPC) provided long range rainfal forecasts and the NWS Office of Hydrology provided
flood forecast support for the Zambezi River.

World Area Forecast System (WAFS/I1SCS) with Niger and South Africac NOAA/NWS, in
cooperation with the Internationd Civil Aviation Organization (ICAO) and the World
Meteorologica Organization (WMO), hasingtaled meteorologica workstation/communications
systemsin Niamey, Niger (at the African Center of Meteorologica Applications for Development —
ACMAD) and at the South Africa Westher Bureau in Pretoria, South Africa These systems
provide their primary source of hydro-meteorologica data. The system, composed of aVSAT
satdllite recelving system and a PC workstation, provides output from our meteorologica computer
models on which forecasts and warnings are based. The systems are two-way, alowing the
countries to transmit their hydro-meteorologica observations back to the United States as input to
our global models.

African Center of Meteorologica Applications for Development (ACMAD) with 53 African
countriess ACMAD isafoca point strengthening the partnership between 53 African countries and
the world in climate and environmenta concerns related to sustainable socid and economic
deveopment. Indusvein ACMAD'svison isreducing vulnerability to droughts, cyclones and
floods. Through extensve training programs at the Center in Niamey, Niger, ACMAD focusesits
efforts on improving the Nationd Hydrologic and Meteorologica Service's early warning capability
and on developing better applications of their products for use in agricultura production, food
Security issues, water resources management, and public hedth and safety.
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Labor

The Department of Labor implements or funds implementation of a number of programs amed at
assigting sub-Saharan African countries with |abor-rdated issues including industria relations, aswell as
programs to help governments combat child labor including the worst forms of child labor. DOL
programs providing over $3.5 million in genera labor related technical assstance are operdting in:
Maawi (on HIV/AIDS in the workplace); Nigeriaand South Africa (on veterans employment training);
and Tanzania (alabor exchange center). DOL funded programs with assistance of approximately $5
million are administered by the Internationd Labor Organization (ILO) in Kenya, Tanzaniaand Uganda
(strengthening labor rdations) and Nigeria (improving indudtrid relations). The DOL aso provides $14
million in funding for specific programs administered by the ILO on iminating child labor in Africa,
including the worst forms of child labor. These include country specific programs in Ghana, Nigeria,
South Africa, Uganda, Zambia, anine country regiond project to address trafficking of children for
exploitative labor in West and Centra Africa, and aregiona project to address child labor in
commercid agriculture in five countries in Eastern and Southern Africa

Trade Capacity Building

Developing the capacity of sub-Saharan African officids to implement economic reforms and to utilize
new technology isamaor component of U.S. initiatives with sub-Saharan Africa. African countries
often cite capacity problems, including the lack of human and financid resources, asamgor
impediment to economic and political reform and to meeting WTO obligations. Capacity building, in
the form of short- and medium-term technical assstance and training activitiesis an integrated part of
the United States' devel opment assistance efforts with the god of improving and strengthening loca
capacity of governments, private sector, and civil society, in areas of economic management, reform
process, human development, health care ddlivery systems, protection of the environment, and
democracy and governance. Many of the USAID programs and initiatives described above under
development ass stance include capacity building components. Agencies such as USDA, USTR, and
DOT, dso are actively involved in cgpacity building initiatives. Examples of these effortsinclude:

* USTR and USAID are funding production of WTO training materids and seminars. The materids
will include anumber of CD-ROMS on WTO agreements. The information will aso be made
available over the internet to ensure wide dissemination. With funding from the United States, the
WTO will conduct two seminarsin Africa (for anglo and franco-phone officids) on WTO
agreements, obligations, and benefits and will aso provide scholarships for African officidsto atend
seminarsin Geneva

* ATRIPisfunding WTO awareness seminars to increase understanding of WTO Agreements,

commitments, and benefits. These seminars are being held in African countries and are amed at
reaching awide range of African trade officids aswell as private sector |eaders and academics.

-34-



» USDA is providing seminars on carrying out risk assessmentsin order to meet importing countries
SPS requirements and conform to WTO rules.

» USAID in collaboration with the Federd Communications Commission (FCC) isimplementing a
training and development project for telecommunications policy. This activity focuses primarily on
the promotion of effective, pro-competitive regulatory capacity in sub-Saharan Africa. Inthefirst
phase, the project is based in three countries. Uganda, Ghana and South Africa, and technica
assgtance takes the form of gaff training in critica regulatory areas such as frequency management,
cost-based tariffing, and dispute resolution, in three components of telecommunications policy:
telecommunication sector restructuring - liberdization and privatization; €ectronic commerce and
related policies, and, the provison of pro-competitive regulatory oversght.

* The United States Coast Guard provides assistance to a number of African nations through U.S.
resdent training and Mobile Training Teams. These training teams focus on areas such as maitime
law enforcement, search and rescue, marine environmenta protection, and port safety and security.

» TheFAA provides classsroom and on-the-job training to aviation officias from numerous African
countries through its Internationa Training Services Center (ITSC) a the FAA Academy in
Oklahoma City. A variety of safety-related aviation courses are offered a the ITSC, including air
traffic control training, maintenance and ingdlation of equipment, compliance and enforcement
procedures, and civil aviation security.

l. Infrastructur e Development

Inadequate physica and regulatory infrastructure in areas such as transportation, communications, and
energy, has been a mgor impediment to sustainable economic growth and development in sub-Saharan
Africaand has hindered the region’ sinternationa competitiveness. A number of U.S. Government
agencies have been working to assst African countriesin their efforts to improve physica and
regulatory infrastructure in these sectors.

The AGOA specificaly encouraged OPIC to create one or more private equity funds for up to $500
million. OPIC currently has four (4) funds dedicated to investing in sub-Saharan Africa. Three are
active and oneisin the formation sage. In addition OPIC has three (3) globd funds that can invest a
portion of their capital in sub-Saharan Africa

In June 1999, OPIC's Board of Directors gpproved the creation of a $350 million infrastructure fund
for investmentsin privately sponsored infrastructure projectsin countries of sub-Saharan Africa The
origina fund managers selected were unable to raise the required private capita within the agreed time
frame. OPIC isinthe process of conducting an open cal for proposasto sdect a replacement
manager.
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Transportation

The Department of Trangportation (DOT) has been aleader in working in cooperation with the
governments of sub-Saharan Africato develop the infrastructure needed for a competitive and hedthy
economy. DOT’s efforts have included severd visits to the continent by the former Secretary of
Trangportation, the Safe Skies initiative, and a substantive package of technical assistance and training.
DOT has worked with awide range of government agencies and non-governmenta organizations --
including the Organization of African Unity, World Bank, Overseas Private Investment Corporation,
Trade and Development Agency, U.S. Agency for Internationd Development, Condtituency for Africa,
and Corporate Council on Africa-- to explore possibilities for cooperative efforts and to look at how
DOT’ s programs in Africa can complement those dready in place. 1n 2001, DOT will continue a
broad range of initiatives to support infrastructure development in sub-Saharan Africa Projects
indude:

Nigeria Transportation Project: DOT has formulated a program of technical assistance and training to
support Nigerids efforts to improve its trangportation system. The Department received $4.3 million
from the U.S. Agency for Internationa Development to carry out the Nigeria project. The project
involves aviation safety and security, assstance in privatizing port services, port training, and technica
assistance to develop an oversght system.  Implementation efforts have involved vists of two aviaion
teamns, one oversight team, and amaritime team (port privatization). The efforts have proved to be
extremdy successtul, resulting in the lifting of the aviation security ban in December 1999, the Sgning of
an open skies agreement, and a Memoranda of Cooperation with Nigerids Aviation and Transportation
Minigtriesin August 2000. In January 2001, DOT gpproved the South Africa Airways/Nigeria code
share flight from Nigeriato New York. Thisresumption of direct serviceisamgor development, as
there has not been direct service since 1992.

Safe Skiesfor Africalnitiative: The purpose of the Safe Skiesfor Africainitiative is to promote
sugtainable improvements in aviation safety and security in Africaand to creete the environment
necessary to foster the growth of aviation services between Africa and the United States. The initiative
recognizes that safe skies are a prerequisite for increased trade and investment and long-term economic
development in Africa. The initiative aso complements U.S. Government efforts to conclude "open
skies' agreements with key African countries and promote code share agreements between U.S. and
African arrlines. Specific godsinclude increasing the number of sub-Saharan African countries that
meet ICAO safety sandards; improving airport security at arports within the region; and improving
regiond air navigation services. The U.S. roleisasatechnica advisor and facilitator of actionsto be
taken by African countries, in partnership with the private sector, regiona ingtitutions and internationa
civil aviation organizations.

An interagency working group composed of the Departments of Trangportation, State, and Defense
selected the first eight countries to participate in the Initiative: Angola, Cameroon, Cape Verde, Cote
dlvoire, Kenya, Mdi, Tanzania, Zimbabwe, and Namibia. These countrieswill receive focused
assgtance over the term of the Initiative. Safety and security surveys were conducted in dl Safe Skies
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countries except for Angola and Zimbabwe by September of 2000. The Department of Transportation
is bringing aviation officias from Cameroon, Cape Verde, Kenya, Mali, Namibia, and Tanzania to teke
Federd Avidion Adminigtration training courses.

The U.S. Government has sent teams to conduct surveys of the aviation needs of the sdlected countries
and is assging them in developing work plans to improve their aviation infrastructure. African countries
are aso encouraged to work with international organizations and the private sector to implement these
plans. The U.S. will continue to work with other African countries outsde of this group, through FAA
technical assstance and training programs. Furthermore, al African states will be encouraged to
participate in ICAO events to improve and maintain aviation safety, security and air navigation services
by working together and learning from each other.

Partner Agency Adtivities: DOT has worked extensively with other agencies to implement a number of
trangportation related initiatives and projects. Theseinclude:

» The Trade and Development Agency (TDA) and the Department of Transportation areinvolved in a
joint project to bring officials of some of the Safe Skies countries (Kenya, Tanzania, Namibia, and
Cape Verde) to the United States to devel op work plans based on the surveys of their aviation
sectors. The officids of these countries also vist U.S. airports and aviation facilities and meet with
vendors and contractors of aviation-related services.

» TDA provided agrant to fund the services of a Civil Aviaion Advisor to develop and establish a
restructuring strategy for Cameroon's airports.

» TDA provided agrant for afeashility study for the modernization and expansion of the
Bamako-Senon Airport. The study is scheduled to begin this Spring; the Safe Skies team inspected
Bamako-Senon Airport in 2000.

» Thelmmigraion and Naturdization Serviceis providing training for Nigeriaand Ghana.

» DOT isworking with the World Bank in its efforts to assist the nations of Africato improve aviation
safety and security on aregiond basis. Senegd istheinitid country for this effort. With the
assstance of World Bank funding, DOT has completed a safety and security survey of that country's
aviation sector and is now in the process of planning to implement the recommendations of the
survey team.

Transportation Technica Assstance and Technology Transfer

The U.S. government has been implementing programs to provide training, technica assstance, and
technology transfer to sub-Saharan African countriesin order to assst them in strengthening their
trangportation infrastructure.
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The Federa Highway Adminigration (FHWA) has established atechnology exchange center in
South Africaand Tanzaniafor locd officids to salect technologies that meet their specific needsin
building and maintaining their roads. The center provides a venue to promote U.S. highway
technology, to develop linkages between the U.S. and South African private sectors, and to train
specidigs from both countries, who can learn from the technology and expertise of thelr
counterparts.

The Federd Trandt Adminigration (FTA) isworking in South Africato establish training programs
in urban and inter-urban passenger trangport. FTA aso plans to work with South Africas
Department of Transportation to develop a series of regiona coordinated transportation systems
through providing training, technica assstance, and professond exchanges.

The Federd Railroad Adminigtration (FRA) has aso become involved in technology sharing
programsin Africa Currently, FRA isworking to arrange on-site advisory teams and technica
assstance programs for the southern Africarail association under the auspices of aU.S. rall
asociation or aralroad. Inthe longer term, FRA plansto assst African railroads in obtaining an
automatic rall freight car identification and fleet management system.

The U.S. Coast Guard, working with the US Navy Internationa Programs Office and the Defense
Security Cooperation Agency (DSCA), under the Excess Defense Articles (EDA) program
identified vessels that were available to be transferred to Nigeriaand Ghana.  The arrangements
were finaized for Ghana to receive one of these vessls.

The Research and Specid Programs Adminigtration (RSPA) is offering technicd assstance to
African countries in the areas of hazardous material's transportation safety and safe transport of
goods by pipeline. Such assstance would have severa important benefits, including increased
safety, harmonization of trangportation regulations with internationa requirements, and greeter
market access for U.S. businesses.  In addition, RSPA is exchanging information on trangportation
research and development projects with African countries in an effort to enhance the cost
effectiveness of research programs.

The Nationa Highway Traffic Safety Adminigration (NHTSA) is developing a plan to support
low-cost safety measures in African countries to decrease the current high rates of road
accident-related injury and fatdity. Inaddition, NHTSA is exploring the possibility of providing
technica assstance to African nationsin the areas of driver and pedestrian safety, emergency
medical services, and data collection.

In light of the recent success by Mdawi in its concession of the railways to private management,
USAID/Maawi isimplementing a program to promote the development of public-private
partnerships for other infrastructure projects. The underlying objectives of this program are to
andyze the causes and potential remedies of factors that contribute to very low industria labor
productivity and exceptiondly high trangport costs in Mdawi; and to promote a more effective
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diadogue and problem-solving channels between the government and the private sector; and to
strengthen regiona business associations that do not currently have adequate voice in the capitd.

Communication Infrastructure

| nadequate telecommunications and Internet infrastructure, the high cost of phone and Internet service,
and low penetration of phone service in many countries, has been a significant impediment to economic
growth and the ability of firms to become competitive in the internationa marketplace. 1n many cases,
government monopolies control the telecommunications sector limiting the opportunities for innovation
and technology transfer that competition normaly brings. In other cases, government restrictions on the
sector have limited competition and investment. World Bank data for 1994-1998 indicate that the
average number of telephone lines per 1,000 persons was 11. However, the Stuation is changing.
More governments are privatizing their telecommunications paragatals, cdlular service has dlowed
companies to reach more people, and competition is bringing prices down while avallahility is
increesing. U.S. Government agencies will continue to be strong proponents of liberdization and
privatization of these sectors. USAID and the FCC, have provided technical assstance and training in
support of U.S. and African policy objectives to improve the communications infrastructure in Africa

The Leand Initiative, afive-year, $15 million USAID project, is part of the U.S. Government's effort to
bring the benefits of the information revolution to the people of Africa. The project has used
public-private sector dliances (with companies such as Cisco Systems, Hewlett-Packard, Lucent,
Avaya, Sun, etc.) between Africaand the United States to bring full Internet capacity to twenty-one
sub-Saharan African countries. The Leland Initiative helps countries adopt pro-competitive policy and
regulatory approaches, promote sustainable, private sector-led delivery of Internet access services, and
introduce modern Internet user gpplications in business, government and the non-profit sectors. Since
the launch of the initiative in 1996, 21 partner countries have adopted mgor changesin their
telecommunications systems (e.g., cost-based tariffing has resulted in price reductions of up to 80% for
Internet access and more than 100 private Internet service providers have commenced operationsin
Leland countries). Under the Initiative, experts have ingtalled high-speed nationa Internet gatewaysin
11 countries (Mali, Mozambique, Madagascar, Malawi, Eritrea, Uganda, Rwanda, Guinea, Cote
dvoire, Ghana, and Benin) and connected scores of user ingtitutions. Modern, transparent information
practices (e.g., E-mail citizen corruption hotlines) are being adopted by the Offices of the Presidency in
severd leading countries. Leland Initiative trainers have trained more than 1,500 user indtitutions and
tens of thousands of Africans now use the Leland Internet to redize their business objectives, promote
democracy and openness and join their peersin the world of free-market democracies.

In addition to the Leland Initiative, the Department of Commerce has developed a free information
technology (IT) and e-commerce software tool to help businesses, particularly in developing countries,
asesstheir I'T usage and plan future projects. The tool was created to help stimulate demand for U.S.
IT products and servicesin developing country markets. It was distributed a an I'T and e-commerce
conferencein Lagos, NigeriaMarch 15, 2000 and aso at amgjor IT conference in Johannesburg,
South AfricaMay 2, 2000. Speakers were drawn from prominent U.S. IT companies, U.S.
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Government officids, and loca public- and private-sector representatives. The theme for these events
centered on maximizing I'T usage and development via gppropriate regulatory reform and business
Srategies.

Other digtribution events and workshops in Africaarein the planning stages. Possible venues include
Nairobi, Kenyaand Dar es Sdaam, Tanzania. Appropriate multiplier organizations will be involved at
al locations to help facilitate timely and efficient ditribution of the product. Work on an upgraded,
Web-based version of the software tool isin progress. This new version should broaden the reach of
the product to more of the continent.

Enerqgy Infrastructur e Development

The U.S. Department of Energy (DOE), in conjunction with other U.S. agencies and organizations, is
promoting the adoption of regimes that will facilitate non-discriminatory access to foreign energy service
providers across the entire value-chain of energy services. Energy servicesinvolve awide range of
activities, from exploration of energy resources to generation, transmission and distribution, to
marketing and trading of energy, to services promoting the clean and efficient use of energy necessary
to obtain, convert, and deliver an energy resource to end users. Asthe U.S. economy has expanded,
deregulation and privatization has led to unbundling energy servicesin many sates and to greater
increases in the energy services sector. The potentid for enhancing this sector for future international
trade is limited by the barriers that prevent equitable access and cultivation of foreign energy systems
and their natural resources for awin-win trade relationships.

The U.S-African Energy Partnership was organized to integrate DOE' s bilatera and multilatera energy
cooperation with African countries and organizations, including the Southern African Devel opment
Community and the Economic Community of West African States. Cooperation encourages interaction
among African energy ministers to increase the availability of the required energy technology and
investment through policies and cooperation, which will help promote economic prosperity in African
nations and benefit both Africans and Americans. With the increased economic viahility of the African
continent and a conducive regulatory and investment climate, U.S. businesses will be better positioned
to increase exports of goods, services and technology for a growing energy region.

Since 1995, DOE has sponsored many projects with South Africa that promote energy infrastructure
development, policy and regulatory reforms, and increased access to energy services, especidly inrurd
communities or areas previoudy not served. Cooperation is conducted principaly under the
Sugtainable Energy Commiittee of the U.S.-South Africa Binationd Commission.

In 2000, DOE worked with Nigeria, primarily through an interagency agreement with the U.S. Agency
for Internationa Development (USAID) on energy reform issues, including the privatization of nationa
utilities to promote open markets and expanded energy resource exploration and development and
energy services. DOE continued and initiated cooperation with Ghana, Mozambique and Senega on
energy policy and rurd dectrification activities to promote sustainable economic and energy
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development. Also, DOE participated in technical consultationsis exploring possible cooperative
opportunities with Botswana and Uganda on various energy issues.

Multilaterdly, the Department has been working principdly through the Energy Minigterid didogue
process, which has included two meetings (Tucson, Arizonain 1999 and Durban, South Africain
December 2000). The Minigterid Meetings have drawn participation from 30 AGOA beneficiary
countries and from other governmenta, private, and non-governmental organizations.

USAID dsoisinvolved in anumber of energy related projects, principdly through the ATRIP program.
At the request of the Zambian Government, USAID is asssting the Zambia Privatisation Agency (ZPA)
to study optionsfor private sector participation in the Zambia Electricity Supply Corporation (ZESCO).
The project has involved evauating the need and urgency for restructuring/privatization and identifying
options, developing an inditutiona, legdl and regulatory framework; conducting an asset survey and
market vauation; assessng socia impact issues (retrenchments etc.); identifying mgor environmenta
issues, and developing an action plan.

Also through ATRIP, the USAID regiond misson in West Africais collaborating with ECOWAS to
work toward the formation of a West Africapower pool (WAPP), as mandated by the ECOWAS
Heads of State at their annua meeting in Lome, Togo in December 1999. In 2000, USAID assstance
to WAPP is geared toward data collection and andysis of future investment needs, with the use of
generdion/transmisson planning model congtructed by Purdue University in 1999; logistica support for
the ECOWASWAPP Project Implementation Committee, selected training in the U.S,, and
workshopsin West Africa (on subjects such as lessons learned from the Southern African Power
Poal); and studies and technica assstance from short- and/or long-term advisors (including an
experienced power pool manager), to assst the ECOWAS Secretariat, the PIC, and the inter-utility
project development committee with the initid design of the power pool through actud establishment of
the WAPP.

Inits second year, the West Africa Gas Pipeline Project implemented by USAID/Ghana and
ECOWAS has resulted in workshops to help the four countries (Ghana, Nigeria, Benin, and Togo) to
resolve important tax, tariff, and environmenta issues, dlowing them to conclude negotiations with a
private commercid group for congtruction of aregulated gas pipeline. The project has dso mounted a
successful public relations campaign to garner loca support for the gas pipeline. The pipeline, to be
financed principdly by U.S. and European investors, will deliver offshore Nigerian gas, now being
flared, to power-generating stations in Ghana and elsawhere.

J.  HIV/AIDS

HIV/AIDS is asgnificant problem throughout sub-Saharan Africa, and particularly in Southern Africa
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The HIV/AIDS pandemic is expected to have devastating consequences for economic growth as well
asfor the socid structure of Africa. According to the World Bank, Africa needsto invest $1.5 to $3
billion each year on AIDS trestment and prevention. Twenty-five million Africans are infected,
disproportionately women and adolescents. HIV prevaence is higher than 5% in 24 countries, higher
than 20% in 7 countries -- with a severe impact on life expectancy, savings, growth and the socid
fabric on a continent where 30% dready live in absolute poverty. Some countries (Uganda, Senegd)
have seen rates of new infections decline through concerted educationa programs. For too many
others, the stigma of HIV/AIDS has continued to hamper effective prevention and the high cost of
trestment is a Sgnificant obstacle.

The Adminigtration will continue to give a high priority to HIV/AIDS in its Africa development and
trade policy. The United Statesisthe largest bilateral donor of HIV/AIDS assistance, providing for
nearly 50% of al international HIV/AIDS funding. President Bush has directed the Office of Nationa
AIDS Policy to have an increased focus on the internationa components of the disease and to work
closely with the Departments of State and Health and Human services on policy recommendations on
the internationd front due to the growing globa hedlth crisis of HIV/AIDS. The President aso created
anew high-levd task force co-chaired by the Secretary of State and the Secretary of Hedlth and
Human Services, and including the White House Domestic Policy Advisor and the Nationd Security
Advisor. In May 2001, the President announced that the United States will provide $200 millionin
seed money for Fiscal Year 2002 for anew Globa Fund to Fight HIV/AIDS, Mdaria, and
Tuberculoss. The Adminigtration will work with the G-8 and private foundations, corporations, faith-
based groups, and other organizations, to generate additiona support for this globa effort.

In addition to the $200 million commitment to the Globa Fund, the Presdent’s Fiscd Y ear 2002
budget dlocates $480 million in funding to fight the internationd HIV/AIDS epidemic, an 8% increase
from Fiscal Year 2001 and a 113% increase from Fisca Year 2000. It also dedicates $10.2 hillion in
the Hedlth and Human Services budget to fight HIV/AIDS, and provides $2.5 billion for the Nationa
Ingtitutes of Hedlth for HIV/AIDS research.

In 2000, USAID doubled its financid assstance for HIV/AIDS for 13 high prevaence countriesin
Africaunder an initiative caled LIFE (Leadership and Investment in Fighting an Epidemic). More
recently, USAID has developed an expanded response to the epidemic. This response calls for scaing
up the programs in three countries that have made successful effortsin curtalling and containing the
epidemics Kenya, Ugandaand Zambia. In addition, USAID will intengfy its technical and financid
support for another 18 high prevaence countries and for regiona programs. The program in other
countries with USAID presence will be maintained at the current levels.

USAID has adopted a multi-sectora approach for prevention, care and support and for mitigation of
the impact of HIV/AIDS. It has developed toolkits and briefs available for sectors such as education,
hedlth, agriculture, finance and planning and others to encourage HIV/AIDS prevention and trestment.
Education minigtries have taken lead in the gpplication of these toolkits and have assessed the impact of
the epidemic and prepared aresponse in severa countries.
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USAID aso has been promoting public-private and non-governmenta partnerships to address the
HIV/AIDSissue. It organized a private sector roundtable discussion on the role of the private sector in
HIV/AIDS in late 1999 as part of a Consultative Meeting on HIV/AIDS as a Development Crisis. Half
adozen large private companies and business councils attended. A follow-up meseting is planned for
June 2001.

One of the Regiona Offices of USAID based in Kenya undertook a study of best practices in work
place programs and policies on HIV/AIDS among the private busnesses. Two other regiond programs
for Southern and West Africa have supported cross-border initiatives that focus on policies and
programs in border areas to help prevent the epidemic.

At the country level, consderable efforts are underway to mobilize the private sector to ded with
HIV/AIDS eg. South Africa, Zambiaand Madawi. USAID’ s South Africa office commissioned a study
by Boston University on the impact of HIV/AIDS on sx firms. In anumber of countries the US
Ambassadors and USAID Directors have been speaking on the issue of the impact of HIV/AIDS on
private business.

Other agencies such as the Department of Commerce, the Department of Labor, the Department of
Trangportation, and the U.S. Export-Import Bank aso have HIV/AIDS related initiatives.
Commercid Service officesin Africa have actively engaged with U.S. firms and loca business
organizations to establish HIV/AIDS educationa and prevention programs for their employees. The
offices have organized seminars on the subject to encourage businesses to do more counsdling and
prevention activities. An example of such an activity is Kenya, where the Commercid Service office
organized apand discussion with management from Eveready, FedEx and General Motors to discuss
HIV/AIDS in the workplace. The Commercid Service has dso asssted firms to replicate effective
programs and promote good corporate citizenship practices.

The U.S. Maritime Adminigtration aso recently became a member of the Civil-Military Alliance to
Combat HIV-AIDS. Thisorganization worksin Africaand other parts of the world to fight the spread
of the AIDS epidemic among highly susceptible populations, such as military and transportation
personnd and their families. Recently, the Advisory Group of the Maritime Alliance on HIV-AIDS
was formed with the god of educating seefarers and port operatives on the dangers of AIDS and
informing them of proper prevention methods.

On the trade front, USTR has actively engaged African countries and the U.S. NGO community. The
Adminigration has informed countries that as they take stepsto address amgjor hedth crisslike the
HIV/AIDS crigsin sub-Saharan Africa, they should be able to avail themselves of the flexibilities
afforded by the WTO Agreement on Trade-Related Aspects of Intellectud Property Rights (TRIPS),
provided that any steps they take comply with the provisions of the TRIPS Agreement. The
Adminigration is equaly committed to a policy of promoting intellectud property protection, including
for pharmaceutica patents, because of its critica rolein the rgpid innovation, development, and
commercidization of effective and safe drug thergpies.  Financid incentives are needed to develop new
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medications. No one benefits if research on such productsis discouraged. We believe that an
integrated approach is needed to ded with the AIDS criss. To ded with serious hedlth problems,
countries need to stress education and prevention. The cost of drugsis but one of many important
issues that must be addressed.  Effective drug treatment necessitates urgent action to strengthen hedlth
management systems--especidly with regard to the means and methods of drug distribution. Other
needed measuresinclude: the development of gppropriate drug saection policies and stlandard
trestment guidelines, thetraining of care providers a al leves, an increase in the availability of adequate
laboratory support to diagnose and monitor these complex thergpies; and ensuring that the right drugs
are used for theright purpose and in the right amount.

In other words, AIDS care, and not just AIDS drugs, must be delivered. This can only be
accomplished through a broad partnership among governments, donors, multilateral organizations,
NGO's, philanthropic organizations and industry. The current partnerships need to be strengthened and
expanded. Drug thergpies must be part of an integrated approach that emphasizes preventionin a
continuum of care and trestment. \We want to contribute to solutions in ways that continue to
encourage the discovery and production of other effective treetments in the future — for this disease and
others.

K. Small Business Development

Recognizing the importance of small business development to economic growth in Africa, and in part in
response to interest from sub-Saharan African countries, the U.S. Small Business Adminigtration (SBA)
has become increasingly active in trade and development with Africaa. SBA believesthat its
engagement with sub-Saharan Africawill not only contribute to the region’ s economies, but provide
markets for U.S. smal businesses, support the U.S. development assistance program, and contribute to
U.S. foreign policy objectives.

South Africa: In 1998 SBA sponsored a U.S.-South Africatrade forum in Washington and facilitated
South Africas fird SME trade misson to the U.S. The following year SBA partnered with Corporate
Council on Africafor asmall business trade mission to Johannesburg, Capetown and Durban, where
contracts worth an estimated $35 million were made. SBA has continued to work with the South
African embassy and South Africa s Department of Trade and Industry on a SME trade and
development cooperation agreement.

Nigeria In September 2000, SBA co-sponsored a trade and investment forum with the Nigeria
Investment Promotion Commission during the U.N. Generd Assembly meeting in New York. SBA
recruited over 300 smdl businesses to participate in this event which not only created new business and
trade relaionships, but aso supported the U.S. foreign policy interest of engagement with this newly
democratic nation. Following up on an invitation from the governor of Nasarawa state, SBA
participated in an economic conference therein November. SBA officids met with ministers and the
Spesker of the house who requested their advice and assistance in setting up SBA-like programsin
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Nigeria. During thetrip, SBA signed amemorandum of understanding with the U.S-Nigeria
Development Indtitute to partner in promoting trade and investment between U.S. and Nigerian small
businesses.
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V. TheAfrican Growth and Opportunity Act

The Bush Adminidration strongly supports the African Growth and Opportunity Act. Implementation
of thislandmark trade initiative is a cornerstone of the Adminigtration’s policy to expand trade and
investment and promote free markets, economic reform and growth in sub-Saharan Africa. This
section and Section 111 of the report provide a summary of AGOA, progress on implementation, as well
as reforms and opportunities that have emerged from the Act.

The African Growth and Opportunity Act/Trade and Development Act of 2000 authorizes anew U.S.
trade and investment policy toward Africa. It promotesincreased trade and economic cooperation
between the United States and eligible sub-Saharan African countries. The Act represents a solid,
meaningful and sgnificant opportunity, which should result in asignificant increase in new trade and
investment flows between the U.S. and Africa

The Act has anumber of key benefits and incentives to promote economic reform and trade expansion
in SSA. Key dements of the Act are summarized below. Additiond information on other provisons of
the Act, including those related to OPIC, ExIm, USAID, the Foreign Commercia Service, and the
African Development Foundation, are provided in Chapter V1I.

The AGOA:

Ingtitutionalizes a process for strengthening U.S. relations with African countries and provides
incentives for African countries to achieve palitical and economic reform and growth.

» Offers beneficiary sub-Saharan African countries duty-free U.S. market access for essentialy al
products under the Generalized System of Preferences (GSP) program.

» Provides additiona security for investors and traders in African countries by ensuring GSP benefits
for eight years.

* Eliminates the GSP compstitive need limitation for beneficiary sub-Saharan African countries.

» Edablishes aU.S.-sub-Saharan Africa Trade and Economic Cooperation Forum to facilitate regular
trade and investment policy discussons.

» Promotes the use of technical assstance to strengthen economic reforms and development, including
assstance to strengthen relationships between U.S. firms and firms in sub-Saharan Africa

Appard and Textile Preferences

 Liftsdl existing quotas on textiles and apparel products from sub-Saharan Africa (within 30-days of
aU.S. Government determination that Kenya and Mauritius have adopted effective visa systems).
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» Extends duty/quotafree U.S. market access for sub-Saharan African appardl made in beneficiary
sub-Saharan African countries from yarns and fabrics not produced in commercid quantitiesin the
U.S, induding sk, velvet, and linen.

» Extends duty/quota free trestment for gpparel made in Africafrom U.S. yarn and fabric and for
knit-to-shape sweaters made in Africa from cashmere and some merino wools.

» Extends duty free and quota free U.S. market access for gpparel made in beneficiary sub-Saharan
African countries with regiond fabric and yarn. Such imports, however, are subject to acap (limit)
ranging from 1.5 to 3.5% of the multibillion dollar U.S. gpparel import market over an 8-year
period. African appard imports made with African fabric/yarns currently total about $250 million.
Norma MFN duties would be levied on gpparel imports over the cap.

» Provides an average 17.5% duty advantage on gpparel importsin the U.S. market and promotes
economic development and diversfication in Africas poorest countries through a specid provisonin
the cap which dlows beneficiary sub-Saharan African countries with an annual GNP of under
$1,500 ("'lesser developed beneficiary countries’) to use third country fabric inputs for four years.
This specid investment incentive for the poorest African countriesis amed at providing a market
gimulus to economic development for areas with little existing indudtry.

A. Implementation

The Bush Administration has made implementation of the AGOA akey Africatrade policy priority.
U.S. Trade Representative Zoellick has actively engaged Congress, African governments, the U.S.
private sector, and NGO communities on implementation of the AGOA. Implementation requirements
under the AGOA include designation of countries as AGOA beneficiaries. On October 2, 2000, thirty-
four countries were designated as AGOA beneficiary countries. On January 17, 2001 an additiona
country (Swaziland) was designated as an AGOA beneficiary (beneficiary countries are listed in Annex
A). Additiond information on the designation process is provided in Chapter 111.

Another mgjor requirement under the AGOA was the designation of products which AGOA
beneficiary countries could export to the United States duty-free under the GSP program. On
December 21, 2000, 1,835 products were added to the GSP program for AGOA beneficiaries.
Information on this processis provided below under Product Eligibility.

In addition, the AGOA requires that designated beneficiary countries meet certain cussom-related
requirements, including the establishment of an effective visa system, in order to receive the gppard-
related benefitsin th