2002 Comprehensive Report
on
U.S. Trade and
Investment Policy
Toward Sub-Saharan Africa
and
Implementation of
the African Growth and

Opportunity Act

A Report Submitted by the President of the
Prepared by the Office of the Un

The Second of Eig
M A Y




2002 Compr ehensive Report on
U.S. Tradeand Investment Policy Toward Sub-Saharan Africa and
Implementation of the African Growth and Opportunity Act

The Second of Eight Annual Reports

May 2002
List of Frequently Used ACIONYMS . . ..ottt e e e et iii
l. Executive Summary and Key Findings. ............ . i 1
[ INtrOdUCTION . .o 9
[Il.  TheAfrican Growth and Opportunity Act (AGOA) ... ... 10
A. Implementation . ............ . 11
B. OUtreath ... 12
C. African Government and Industry Views . ............... .. ... 14
D. Country Hligibility . .. ... 15
E. Product Eligibility ... 16
F. Appard Visa Sysem and Related Customs Requirements .. ........... 17
G. Other Textileand Appard ProviSons . ...............cciiiinnen... 18
H. Proposed AGOA Enhancement Legidation. ........................ 21
V. Economicand Trade OVEIVIEW. . .. ..ot e e 22
A. EconomicGrowth . ........ .. 22
B. TradewiththeUnited States. . .. ... o 24
C. Invesment ResUItS . .. ..o 30
D. EconomicReform .. ... ... 31
E Reforms Undertaken by AGOA Beneficiary Countries . ............... 33
F. Regiond Economicintegration . ... 35
G. AfricasIntegration into the Globd TradingSystem .. ................. 39
H. Debt Relief and the Heavily Indebted Poor Country Initiative . .. ......... 41
l. Internationa Financing including FDI and Capitd Flows ............... 42
V. TradeCapacity Building . ........ ... e 43
A. USTRACHVITIES . . .ot e 43
B. African Trade and Investment Policy Program. .. .................... 44
C. USAID INItIaiVES . ..ot 45
D. Commercia Law DevelopmentProgram. . .. ..............couun.. 46
E US CUSIOMS SEIVICE . ..ottt et e 47



F. U.S Depatment of Agriculture .. ... a7

VI.  Technical Assistance and Other AGOA-Related Initiatives .................... 48
A. USAID Technical ASSSANCE .. . ..o i 48
B. Sugtainable Development, the Environment, andLabor . ............... 50
C. Trangportation and Communication Infrastructure Development . ... ... ... 52
D. Energy Infragructure Development .. ... 57
E. HIVIAIDS . . . e 60
F. Smdl BusnessDevdopment ... 65
G. Oversess Private Investment Corporation . .. ........covv e, 66
H. Export-Import Bank Initiatives . ... 67
l.. U.S. Department of Commercelnitiatives . . ... .. 69
J. African Development Foundation ............... .. .. ... 70
VIl.  U.S-Sub-Saharan Africa Trade and Economic Cooperation Forum .. ............. 71
VIIl. Potential Free Trade Agreementswith Sub-Saharan Africa. .................... 72
IX.  AGOA Country REDOIS . . ..o 73
X. Other Resourcesfor Information on U.S. Trade and Investment Policy Toward Africa
and AGOA Implementation . ...ttt e 137
Annexes
A. AGOA Beneficiary COUNIES . . ..ottt e e e 139
B. AGOA Hligibility Criteria .. ... ..o 140



Ligt of Frequently Used Acronyms

ADF African Development Foundation
AGOA. . African Growth and Opportunity Act
ATRIP . . African Trade and Investment Policy
Bl Business Information Center
CDC . Centers for Disease Control
CITA . e Committee fo the Implementation of Textile Agreements
CLDP .. Commercia Law Development Program
COMESA ... Common Market for Eastern and Southern Africa
DA Development Credit Authority
DOE .. e U.S. Department of Energy
DO . U.S. Department of Labor
DOT e U.S. Department of Transportation
BAC East African Cooperation
BEARCA . . East African Fine Coffees Association
ECOWAS .. .. Economic Community of West African States
EDDI .. e Education for Deveopment Initiative
EPA Environmenta Protection Agency
BU .o e European Union
Ex-ImBank . ... Export-Import Bank of the United States
FCC Federa Communications Commission
5 Foreign Direct Invesment
FHWA Federd Highway Adminigration
FT A Free Trade Agreement
G . Gross Domestic Product
GO Generaized System of Preferences
GTN L Globd Technology Network
HHS .. U.S. Department of Hedlth and Human Services
HIPC . . Heavily Indebted Poor Countries Initigtive
HRSA .. Hedlth Resources and Services Administration
P Integrated Framework
L0 . Internationa Labor Organization
IME International Monetary Fund
IPEC ... Internationa Program on the Elimination of Child Labor
MG A . Magter Guarantee Agreement
MSED . .o Micro and Small Enterprise Development
NCC . Nigerian Communications Commisson
NGO . Non-Governmenta Organization
NIH Nationd Ingtitutes of Hedlth
NOAA . Nationa Oceanic and Atmaospheric Adminigtration



OPIC Oversess Private Investment Corporation

SACU .. Southern African Customs Union
SADC .. Southern African Development Community
SAEN .. Southern Africa Enterprise Network
SBA Smdl Business Adminigration
SME Square Meter Equivalent
SMME .. e Smadl, Medium, and Micro Enterprise
SRS Sanitary and Phytosanitary
SWH L Solar Water Heaters
TDA U.S. Trade and Development Agency
TIFA e Trade and Investment Framework Agreements
TPSC Trade Policy Staff Committee
TRADE . ... Trade for African Development and Enterprise
TRO it Taiff Rate Quota
USAID .. e U.S. Agency for Internationa Development
USD A U.S. Department of Agriculture
USTR .. e Office of the United States Trade Representetive
WAEMU . ... West African Economic and Monetary Union
WAIBL ... West Africalnternational Business Linkages
WA PP . e e West Africa Power Pool
WO . World Trade Organization



. Executive Summary and Key Findings

The African Growth and Opportunity Act (AGOA), Title| of the Trade and Development Act of 2000,
requires the President to submit to Congress a comprehensive annud report on the trade and
investment policy of the United States toward sub-Saharan Africaand on the implementation of
AGOA. In addition to reporting on the impact and implementation of AGOA, this year’ s report
contains expanded country information on AGOA-related trade and investment activities and a specid
section on U.S. Government trade capacity building initiatives. 1t dso includes a section on potentia
free trade agreements with sub-Saharan African countries.

Sinceits enactment in 2000, AGOA has helped to transform the economic landscape of sub-Saharan
Africa— gimulating new trading opportunities for African businesses and entrepreneurs, creating new
jobs, and bringing hundreds of millions of dollarsin much-needed investment to the region. U.S. imports
from sub-Saharan Africa have increased 61.5 percent over the last two years. Substantialy al products
from sub-Saharan Africaare now digible to enter the United States duty-free. The United States
imported $8.2 hillion of duty-free goodsin 2001 under AGOA, including the Act’s Generdized System
of Preferences (GSP) provisions, representing dmost 40 percent of dl U.S. imports from sub-Saharan
Africa. Imports from every mgor industry group are entering the United States duty-free under
AGOA. The United States is sub-Saharan Africa s largest single market, purchasing 27 percent of the
region’ s exports in 2000.

In addition, U.S. exports to sub-Saharan Africareached record levelsin 2001, growing to nearly $7
billion, a17.5 percent increase from 2000. Thisincrease in exports contrasted with afall of 6.3
percent in U.S. exports worldwide. Sub-Saharan African export growth out-performed virtualy all
other sub-regions. Nevertheless, the region accounts for less than 1 percent of U.S. merchandise
exports, and less than 2 percent of U.S. merchandise imports.

Implementation of AGOA is acentrd dement of the Bush Adminigration’s trade and investment policy
toward sub-Saharan Africa, which aimsto promote free markets, expand U.S.-African trade and
investment, stimulate economic growth, and facilitate sub-Saharan Africa s integration into the globa
economy. AGOA'’s trade and investment-centered policy approach isaso: (1) reinforcing Africa's
own economic and politica reform efforts; (2) providing greater African accessto U.S. technica
assstance and trade finance facilities; and (3) promoting high-level U.S.-sub-Saharan African didogue
on trade and investment issues. Achieving these policy objectives will benefit both the United States
and sub-Saharan African countries by cresting hedlthier and more stable economies, strengthening
democratic governments in sub-Saharan Africa, and expanding markets for U.S. exports. Toward
these ams, the Adminigtration continues to consult closaly with Congress, building on the bi-partisan
Congressiond support for AGOA and the existing Executive-Congressiona partnership on Africatrade
and invesment.

The Adminigtration’s commitment to AGOA dso reflects the growing significance of sub-Saharan
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Africa The United States exported more to sub-Saharan African countriesin 2001 than to all of the
former Soviet Union and Eastern European countries combined. Sub-Saharan Africa supplies 18
percent of U.S. ail imports. The 38 sub-Saharan African members of the World Trade Organization
condiitute the largest regiond bloc in that body. African governments played akey rolein launching a
new round of globd trade negotiations at the Fourth WTO Minigterid meeting in Dohain November
2001.

The Adminigration recognizesthat U.S. policy toward Africais best pursued in cooperation with sub-
Saharan African countries, with U.S. initiatives and efforts fostering, supporting, and complementing
African work and objectives. Accordingly, the Administration is encouraged by the commitment of
many sub-Saharan African countries to undertake difficult economic, political, and socia reforms and to
strengthen trade relations with the United States.  African leaders are demonstrating a new sense of
urgency and commitment to implementing African solutions to the region’s economic and politica
chdlenges. In addition to expanding U.S. trade and investment ties with the region, AGOA is providing
new opportunities for high-level diaogue between the United States and sub-Saharan African countries
on economic and trade issues. At the first U.S.-Sub-Saharan Africa Trade and Economic Cooperation
Forum, held in Washington in October 2001, African ministers from the 35 AGOA beneficiary
countries consulted with U.S. officias— including the Secretaries of State, Treasury and Commerce
and the U.S. Trade Representative — on ways to work cooperatively to address the myriad trade and
economic chalenges facing sub-Saharan Africa. The implementation of AGOA, including the annua
review of country digibility for AGOA benefits, has served an important role in encouraging and
supporting economic and politica reformsin Africa. Many countries are strengthening and reforming
their commercia and trade laws and updating their intellectua property regimes. Others are working to
improve their customs procedures, streamline their tax systems, and accel erate privatization.
Governments aso have implemented or made commitments to implement reforms related to worker
and human rights and child labor.

Sub-Saharan African countries need technical assistance and support to redize gains from both AGOA
and participation in the WTO. A number of U.S. Government agencies, including USTR, USAID, the
U.S. Customs Service, and the Departments of Commerce, Treasury, State, and Agriculture, are
offering awide range of technica assstance and trade capacity building programs. The U.S.
Government is also supporting African efforts to address challenges related to debt relief, poverty
reduction, infrastructure development, and HIV/AIDS and other infectious diseases.

The Adminisgtration will continue to actively engage sub-Saharan African countries on trade and
investment issues. In addition to implementing AGOA, and actively working with sub-Saharan African
countriesin the WTO, the Adminigtration is dso advancing its trade palicy in the region through Trade
and Investment Framework Agreements (TIFAS) and enhanced and targeted technica assistance and
capacity building programs. The Adminigration is aso in the prdiminary phase of exploring afree trade
agreement with the Southern African Customs Union.



Key Findings

AGOA-Reated Results

. AGOA isdready helping many countries to expand and diversfy their exports and build a
manufacturing base to support long-term economic growth.

. AGOA is encouraging subgtantia new investments, jobs, and trade in many of the poorest
countriesin theworld. Examples of results from AGOA include:

— Increased investment valued a $12.8 million in Kenya, including the establishment or
reopening of at least nine factories, where new employment has generated at least 20,000 jobs.

— The opening of eeven new factories and the expansion of eight additiona onesin Lesotho,
resulting in the creetion of 15,000 new jobs, alowing manufacturing employment in Lesotho to
exceed government employment for the firg time;

—The credtion of at least 4,350 jobsin Maawi;

— Investments of over $78 million in Mauritius, and significant employment increases as a result
of those investments;

—New and planned investment in Namibiain the gpparel and textile sector adone has topped
$250 million, creating an estimated 8,000 jobs over the next five years, and 18,000 jobs over
ten years,

— The opening of at least eight new factoriesin Swaziland, creating 11,000 jobs;

— A planned $20 million foreign investment in a Ugandan mill that will employ 500 people and
benefit locd agricultura producers.

. As sub-Saharan African companies try to develop opportunities under AGOA, they are
seeking, and in many cases, using U.S. inputs, expertise, and joint-venture partnerships.

. While imports of gpparel from sub-Saharan Africa have grown 60 percent under AGOA,
ggnificantly affecting African economies, these imports still represented less than 1.6 percent of
total U.S. gpparel importsin 2001. Sub-Saharan Africa accounted for less than two percent of
al U.S. merchandise importsin 2001.

. AGOA implementation is chalenged by a critica lack of ingtitutional and human resource

-3-



cgpacity in many sub-Saharan African countries. The number of people living on lessthan $1 a
day in the region has expanded. By nearly every socio-economic indicator, the region
continuesto rank last.

AGOA-Rdated Reforms

. African government and private sector |eaders have demongrated strong interest in AGOA,
and many have formed new inter-ministerid committees to help maximize their benefits under
AGOA. AGOA dso has generated new public-private sector partnerships, as African
governments work with loca industry to identify measures to meet AGOA requirements and to
identify opportunities under AGOA.

. The United States continues to conduct extensive consultations with sub-Saharan African
countries on AGOA digibility criteria. Many AGOA beneficiary countries continue to
implement economic reforms or are making commitments to implement economic reforms.

. In the past year, many additional AGOA beneficiary countries have ratified ILO Convention
182 on the dimination of the worst forms of child labor. Many countries so are working to
change, or have changed, laws on child trafficking and worker rights.

AGOA Implementation

. Implementation of AGOA isapriority for the Bush Adminigtration. Thirty-five sub-Saharan
African countries have been designated as AGOA beneficiaries. Over 1,800 additional
products from sub-Saharan Africa were designated for duty-free accessto the United States, in
addition to the 4,650 products aready digible under GSP. Subgtantidly al products from sub-
Saharan Africa now enter the United States duty-free. As of April 2002, 17 sub-Saharan
African countries had been designated for AGOA appard benefits, with six other countriesin
the process of meeting the requirements. The Adminigtration is continuing itswork to address
concerns related to full implementation of AGOA gppard benefits.

. The Adminigtration engaged in trade-related discussions with sub-Saharan African officids a
the highest levels. President Bush addressed the first annua meeting of the U.S.-Sub-Saharan
Africa Trade and Economic Cooperation Forum in Washington, DC in October 2001. The
Secretaries of Commerce, State, and Treasury, and the U.S. Trade Representative participated
actively in this event, dong with their counterparts from the 35 sub-Saharan African
beneficiaries of AGOA.

. U.S.-sub-Saharan African trade relations and AGOA implementation were the centra focus of

U.S. Trade Representative Robert Zodllick’ s February 2002 visit to Kenya, South Africa, and
Botswana, the firgt-ever vigit to sub-Saharan Africaby agtting U.S. Trade Representative.
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. Secretary of State Powell and Secretary of Hedlth and Human Services Thompson aso
traveled to sub-Saharan Africain the past year. Secretary of the Treasury O’'Nelll is scheduled
to travel to severd African countriesin May 2002.

Economic Growth and Trade

. Sub-Saharan Africa experienced 2.7 percent GDP growth in 2001, down from 3.0 percent in
2000. In comparison, global growth fell sharply to 1.3 percent from 3.8 percent, and
developing countries fell to 4.0 percent from 5.8 percent. 2001 marked the first year in the last
five years that sub-Saharan Africarecorded faster growth than the world generdly, athough the
region continued to lag behind the average pace of growth in developing countries*

. Two-way trade between the United States and sub-Saharan Africa was $28.3 hillion in 2001,
down 3.9 percent from 2000, when skyrocketing oil prices boosted total trade by 50 percent.

. U.S. exports to sub-Saharan Africa grew 17.5 percent in 2001 to nearly $7 billion, eclipsing the
previous high reached in 1998. The surge was led by aircraft, oil and gas field equipment, and
motor vehicles and parts. Aircraft sales doubled on the strength of shipments to South Africa,
Kenya, and Seychelles. Sales of ail field drilling equipment increased in Nigeria, Angola, Gabon,
and Cameroon. South Africa and Namibia were strong markets for U.S. automotive products.

. U.S. imports from sub-Saharan Africawere $21.3 hillion in 2001, down 9.3 percent from
2000. The decline was caused by fdling crude ail prices, but purchases of diamonds, platinum,
and motor vehicles from South Africa prevented a sharper plunge in imports.

. Among the principa beneficiaries of AGOA trade, Nigeria received $5.7 hillion of benefits,
Gabon $938.7 million, and South Africa $923.2 million. These three countries accounted for
92 percent of AGOA duty-free benefits.

Economic | ntegration, Debt, and [ nvestment

. African regiond economic integration efforts are proceeding, with progress varying by region.

. AGOA has hdped to promote sub-Saharan Africa sintegration into the multilatera trading
system and support for new globa trade negotiations in aregion that accounts for more than a
quarter of WTO membership.

1
World Bank Global Economic Prospects and the Developing Countries, 2002; IMF World
Economic Outlook Dec. 2001 (revised).



. 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 called for greater technical assistance and trade-related capacity building efforts
to help reverse thar declining share of globd trade flows and to assst them in meeting WTO
obligations. The Adminigtration is working with African countries on WTO-rdated issues and
providing significant technica assstance and trade-related capacity building.

. In addition to AGOA, the Heavily Indebted Poor Countries Initiative (HIPC) has 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.

. Under the enhanced HIPC Initiative, 22 sub-Saharan African countries qudified as digible to
recelve sgnificant debt relief. Total nominal debt relief for these countries under the HIPC
Initiative will amount to $31 hillion. This action, combined with earlier debt rdlief initiatives, will
reduce the debt of these countries on average by two-thirds.

. Globd foreign direct investment in sub-Saharan Africaincreased sharply in 2001, nearly
doubling from $6.8 billion in 2000 to $13.7 hillion in 20012 But dmost dl of that increase was
due to the financid restructuring of a South Africafirm. Only about 3 percent of total
worldwide investment flows go to sub-Saharan Africa

Outreach and Trade Capacity Building

. Since the last annua report, USTR organized and led highly successful regional AGOA
seminars in Cameroon and Uganda and single-country workshops in Ghana, Kenya, Rwanda,
and Ethiopia, aswell asa specid briefing in Genevaon AGOA for African delegations to the
WTO. Adminigration officids and U.S. Embassies have dso participated in numerous
seminars, conferences and other events related to AGOA, both in the United States and in
Africa

. The Adminigtration views trade cgpacity building programs as an essentiad component of
AGOA implementation and overdl U.S. trade and investment policy toward sub-Saharan
Africa  From 1999 to 2001, the United States provided $192 million in overal trade capacity
building assi stance to sub-Saharan Africa.

. The African Trade and Investment Policy Program (ATRIP), administered by USAID, has

2 World Bank Global Development Finance, 2002
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been one of the principa vehicles for U.S. trade capacity building assstance. Since 1998,
ATRIP has funded 115 trade and investment capacity building projectsin 31 sub-Saharan
African countries, totaling $75 million.  Although ATRIP funding ended in fisca year 2001,
many of the projects it funded will continue into fisca year 2003.

. In 2002, USAID will inaugurate Trade for African Development and Enterprise, a new, multi-
year trade capacity building initiative that will promote African integration into the globd
economy and greater regiona cooperation on trade.

. U.S. support for WTO technica assstance and training programs includes a $1 million
contribution to the Doha Development Agenda Trust Fund and another $1 million for Africa:
gpecific programs, including seminars on WTO awareness and scholarships for sub-Saharan
African trade officids to sudy WTO issuesin Geneva

. In 2002, USTR plans to host two regiona seminarsin sub-Saharan Africa on agriculture and
services. Additionaly, USAID continues to sponsor a number of nationd WTO seminarsin
sub-Saharan Africa

Development Assistance

. USAID has active bilaterd assstance programs with 22 sub-Saharan African countries and

three regiond officesin East, southern, and West Africa. Other agencies, such asthe
Departments of Agriculture, Commerce, Energy, Labor, State, Transportation, and Treasury,
and agencies such as the Office of the U.S. Trade Representative, the Environmental Protection
Agency, the U.S. Export-Import Bank, and the Oversess Private Investment Corporation have
sgnificant programs and initiatives amed at assging African countriesin implementing
economic reform; improving financid management; deve oping transportation, energy,
telecommunications, and environmentd infrastructure; developing small business; and building
capacity.

. In March 2002, President Bush announced that the United States will create a separate
development assistance account, the Millennium Chalenge Account. This account will be
funded by increases in the budget beginning in fisca year 2004. The Millennium Fund Account
isdesigned to rise up to $5 hillion per year starting in Fiscal year 2006, which represents a 50
percent increase over the gpproximate $10 billion in exigting U.S. development assistance. The
Millennium Challenge Account is designed to help spur economic growth in developing nations
that are demongtrating a commitment to good governance, invest in their people, and promote
economic freedom.

. The Adminigtration has a high-level task force on HIV/AIDS co-chaired by the Secretary of
State and the Secretary of Hedlth and Human Services. The Administration has pledged $500
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million to the new Globa Fund to Fight HIV/AIDS, Mdaria, and Tuberculoss.

Potentia Free Trade Agreements with Sub-Saharan African Countries

. During his February 2002 vigt to sub-Saharan Africa, U.S. Trade Representative Zoellick and
Trade Minigters from the Southern African Customs Union (SACU) countries — South Africa,
Botswang, Lesotho, Namibia and Swaziland — discussed the possibility of afreetrade
agreement between SACU and the United States. SACU Ministers expressed strong support
for further exploring this possbility. SACU and U.S. officids are expected to meet again soon
to discuss aframework for further progress leading to negotiations.

. The Administration has concluded the United States' first Trade and Investment Framework
Agreements (TIFAS) with sub-Saharan African regiond trade organizations. In October 2001,
Ambassador Zoellick signed a TIFA with the 20-member Common Market for Eastern and
Southern Africa The United States sgned a TIFA with the eight-member West African
Economic and Monetary Union in April 2002.



1. Introduction

Section 106 of 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 annually through 2008
on trade and development policy toward Africaand on implementation of AGOA. The Act dso
requires the President to submit a report to Congress on potentia free trade agreements with sub-
Saharan African countries.

Thisisthe second of eight annua reports required under AGOA. It was prepared by the Office of the
United States Trade Representative with input from numerous federd agencies and offices including the
Departments of Agriculture, Commerce, Energy, Hedth and Human Services, Labor, State,
Trangportation, and Treasury, as well as the African Development Foundation, the Council of
Economic Advisors, the Environmenta Protection Agency, the Nationa Security Council, the Overseas
Private Investment Corporation, the Smal Business Adminigration, the U.S. Agency for Internationa
Deveopment, the U.S. Customs Service, the U.S. Export-Import Bank, the U.S. Internationa Trade
Commission, and the U.S. Trade and Development Agency.

This report continues a series of annua Presidentia reports to Congress on U.S. trade and investment
policy toward Africa, required under the Uruguay Round Agreements Act of 1994. The current report
expands on the scope of earlier reports to include information on the implementation of AGOA,
including the designation of beneficiary countries, the impact that AGOA has had on U.S. trade with
and investment in sub-Saharan Africa, and information on reforms being undertaken by AGOA
beneficiary countries. Thisyear’s report contains expanded country information on AGOA-related
trade and investment activities and a specid section on U.S. Government trade capacity building
activities.



[11. TheAfrican Growth and Opportunity Act

Implementation of the African Growth and Opportunity Act isacentra eement of the Bush
Adminigtration’s policy to expand trade and investment and promote free markets, economic reform
and growth in sub-Saharan Africa. This section of the report provides a summary of AGOA, progress
on itsimplementation, and information on reforms and opportunities that have emerged from the Act.

AGOA authorized anew U.S. trade and investment policy toward Africa. It has transformed U.S--
sub-Saharan African trade relations, promoting increased trade and economic cooperation between the
United States and dligible sub-Saharan African countries. The Act has proven to be a meaningful and
sgnificant opportunity for both the United States and sub-Saharan Africa. In just two years, AGOA
has aready generated increased trade, cooperation, and investment flows between the United States
and sub-Saharan Africa

AGOA:

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

. Offers eligible sub-Saharan African countries duty-free and quota-free U.S. market access for

subgtantialy al products.

. Provides additiond security for investors and tradersin African countries by guaranteeing GSP
benefits for eight years.
. Eliminates the GSP competitive need limitation for beneficiary sub-Saharan African countries,

. Established the U.S.-Sub-Saharan Africa Trade and Economic Cooperation Forum to facilitate
regular minigerid-leve trade and investment policy discussons.

. Promotes the use of technica assstance to strengthen economic reforms and devel opment,
including ass stance to strengthen relationships between U.S. firms and firmsin sub-Saharan
Africa

Appard and Textile Benefits

. Liftsal existing quotas on digible textile and gppard articles from digible sub-Saharan
African countries.
. Extends duty-free and quota-free U.S. market access for sub-Saharan African apparel

made in digible sub-Saharan African countries from yarns and fabrics not produced in
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commercid quantitiesin the U.S,, including sk, velvet, and linen.

. Extends duty-free and quota-free treatment for apparel made in digible sub-Saharan
countries from U.S. yarn and fabric and for knit-to-shape sweaters made in the region
from cashmere and some merino wools.

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

cap.

. Provides a specid provison in the cgp which alows 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®.

A. I mplementation

U.S. Trade Representative Robert Zodllick has actively worked on implementation of AGOA by
engaging Congress, African governments, the U.S. private sector, and NGO communities.
Implementation requirements under AGOA include designation of countries as AGOA beneficiaries.
To date, 35 countries have been designated as AGOA beneficiary countries (seethelist a Annex A).
Another mgjor requirement under AGOA was the designation of additiona products which AGOA
beneficiary countries could export to the United States duty-free under the GSP program.

AGOA requiresthat desgnated beneficiary countries meet certain cusoms-related requirementsin
order to receive the gpparel benefitsin AGOA, such as the establishment of an effective visa system.
Asof April 2002, the U.S. Trade Representative has determined that 17 countries are digible for
AGOA gpparel benefits. The United States is actively engaged with at least Sx other countries that are
in the process of meeting the requirements for AGOA gppard benefits. Additiond information on visa
requirements and AGOA apparel benefitsis provided below under Apparel Visa System and Related
Customs Requirements.

Other AGOA requirements, such as the establishment of a U.S.-Sub-Saharan Africa Trade and
Economic Cooperation Forum (ChapterV11), are described in other sections of this report.

3 Third countries are those in the region that have not qualified for AGOA textile and agpparel
benefits and those outside the region (except the United States).
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B. Outreach

The Adminigtration recognizes that outreach to the private sector, civil society, and to African
governmentsis critical to the success of AGOA. Accordingly, USTR and other U.S. agencies have
made outreach, on both sdes of the Atlantic, a priority in their efforts to implement AGOA. In sub-
Saharan Africa, outreach efforts have included seminars, speaker programs, media programs, and
information dissemination. In the United States, outreach has included extensve meetings with the
African diplomatic corps, the private sector, and leading non-governmental organizations.

USTR has devoted considerable attention to AGOA outreach in both sub-Saharan Africaand the
United States. AGOA was amgor theme of U.S. Trade Representative Robert Zodlick’ s February
2002 vist to Kenya, South Africa, and Botswana, the firs-ever vist to sub-Saharan Africaby a sitting
U.S. Trade Representative. 1n speeches and press conferences, Ambassador Zodllick highlighted
devel opments and opportunities accorded by both sub-Saharan Africa and the United States. In
meetings with Heads of State, Trade Ministers, and other government and private sector officids,
Ambassador Zodlick consulted on AGOA implementation and ways in which countries could maximize
AGOA benefits. Ambassador Zodllick aso announced $10 million in AGOA and other trade capecity
building support to the region.

USTR continues to organize and leed AGOA seminarsin the region involving representatives of the
Departments of Commerce, Agriculture, and State, as well as USAID, the U.S. Customs Service, and
the private sector. Since the last annua report, regiond AGOA seminars were held in Cameroon and
Uganda and single-country workshops were held in Ghana, Kenya, Rwanda, and Ethiopia. These
trade cgpacity building sessons dso serve an important outreach function by publicizing the provisons
of AGOA and promoting linkages between African and U.S. businesses. In March 2002, nearly 800
private and public sector representatives from 12 countries attended the regiona seminar in Uganda;
over 300 attended the event in Cameroon. (See Chapter V for more on these seminars.)) USTR aso
hosted a May 2001 seminar in Genevato brief sub-Saharan African delegations to the WTO on
AGOA.

Adminigration officids have participated in numerous seminars, conferences and other eventsin the
United States related to AGOA. For example, the Assistant U.S. Trade Representative for Africa
gave the keynote address at an April 2002 U.S. cotton industry trade conference in Miami. That
conference was amed at strengthening U.S.-African trade relaionships in the textile and appare
sectors. USTR and the Commerce Department officials have aso met frequently with the African
diplomatic corps, Industry Sector Advisory Committess, and companies interested in AGOA, and have
traveled to severd citiesin the United States to address conferences about AGOA. In the coming
year, USTR will further enhance its outreach to U.S. condtituencies by reactivating the Trade Advisory
Committee on Africa, thereby strengthening and ingtitutiondizing U.S. private sector and NGO input
into U.S. trade and investment policy toward sub-Saharan Africaand AGOA implementation.
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U.S. agencies continued to make outreach materias avallable, including the comprehensve AGOA
Implementation Guide and a popular and regularly updated officid AGOA website (Www.agoa.gov).
The Implementation Guide has been distributed widely to U.S. and African companies and African
governments. It is aso available, dong with acomprehensive array of other information, on the AGOA
website, which is maintained by the Department of Commerce. The Ste received atota of 51,000
vigtors fromitslaunch in 2000 to April 2002. In addition, USTR and other Adminigtration officias
continue to participate in interactive broadcast media programs with sub-Saharan African public and
private sector officids.

USTR, U.S. Customs, and Commerce have focused specia outreach efforts on disseminating
information to countries on the process of applying for and meeting the requirements for AGOA
gpparel benefits. These agencies have developed specific guidance on appard visa systems and other
enforcement and legd requirements, and have worked closdly with sub-Saharan African countries that
are seeking these benefits to ensure that their proposed visa systems and laws meet AGOA
requirements. U.S. Customs officers participated in USTR-sponsored AGOA technica assistance
workshops in Ghanain May 2001, and Ethiopia, Rwanda, and Ugandain July 2001, to provide
technicd training on the establishment of an effective visa system and enforcement procedures to
prevent unlawful transshipment.

The State Department has met with U.S. business leaders interested in creeting or expanding
commercid tieswith AGOA countries. State produced three videos in English, French, and Portuguese
introducing AGOA and highlighting AGOA success sories and disseminated them throughout Africa
These videos have aired widely on African media. State has sponsored AGOA speskers and
programs in many African countries, including at regiond seminarsin South Africaand Kenya
conducted by the U.S. Customs Service. In addition, it has offered advice on shipping products to the
United States; held seminars in Kenya, Madagascar, Gabon, Senegd, and Nigeria to educate both
government and the business sector about AGOA; sent alarge number of U.S. business expert
peskersto AGOA digible countries; and conducted interviews on AGOA with locd African media
and the Voice of America. State has a'so made available French and Portuguese versions of the
AGOA implementation guide, product list, and other key documents. In 2001, State launched an
AGOA professond intern program, which brings African entrepreneurs from smdl- and medium-sized
firmsin AGOA digible countries to the United States to learn about the U.S. market and business
practices, port and customs operations.

In addition to extengve outreach efforts by Washington officids, dmost dl U.S. embassesin AGOA
beneficiary countries have conducted outreach campaigns, done television and radio interviews, placed
op-edsin locd media, conducted seminars, often in conjunction with loca business organizations,
disseminated information and publications, and organized meetings with loca business communities. In
many countries, U.S. embassy officers have traveled to provincid cities and towns to ensure that
people outside of the capitals were dso avare of AGOA'’s opportunities. In a number of instances,
embassy officids have been invited to participate as members of African government AGOA
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implementation committees.

At the U.S.-Sub-Saharan Africa Trade and Economic Cooperation Forum in October 2001, President
Bush announced that the United States would establish an Africa Regiona Trade and Development
Office under the U.S. Trade and Development Agency (TDA). This new office will belocated in
Johannesburg and will open in mid-2002. It will provide on-the-ground guidance to U.S. and African
companies and African governments seeking to improve their access to the expertise and resources of
the U.S. private sector and U.S. Government trade and development programs. TDA has aso been
active in other outreach activities. For example, the Director of the TDA participated in a specid pand
on AGOA, organized by the Corporate Council on Africa, at the U.N. Finance for Development
Conference in Monterrey, Mexico in March 2002.

USAID’sregiond misson in Nairobi, with support from the International Executive Service Corps, is
establishing an AGOA Support Desk a the Common Market for Eastern and Southern Africa
(COMESA) Secretariat in Lusaka, Zambia. The COMESA AGOA desk will help COMESA
member states to take immediate advantage of AGOA by “fast tracking” export commodities and
making available generd trade information for African and U.S. companies interested in expanding
tradein Africa

In addition to funding trade capacity building projects, USAID’s Africa Trade and Investment Policy
(ATRIP) program has dso provided funding for many programs related to AGOA outreach, including
the regiona and single-country AGOA seminars cited above. For additiona information on ATRIP,
See Section V.

C. African Government and Indugtry Views

Sub-Saharan African governments have demonstrated tremendous support for AGOA. Redlizing that
AGOA can serve as an important tool to spur economic development and growth, many African
governments have made AGOA an economic development priority. Severa countries have created
inter-ministeriad committees to ensure coordinated implementation of AGOA. These committees have
hel ped to increase communication amnong ministries, which has led to better coordination on economic
issues, even beyond those directly related to AGOA. Additiond information on government and
industry viewsiis provided in Chapter 1X.

The United Statesis pleased that AGOA has served as an impetus for increased African public-private
sector coordination. The United States has encouraged these partnerships. In many cases,
governments, together with their private sectors, are examining their economies to identify aress of
comparative advantage and barriers impeding production of competitive goods. Vistsby U.S. and
other foreign investors and buyers have helped to focus African governments on the conditions and
prerequisites companies seek in making investments and sourcing goods.
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Since AGOA’simplementation, there has been a strong response not only from sub-Saharan African
governments, but also from the private sector. Many sub-Saharan African businessmen have pressed
their governments to assst them in understanding AGOA and in establishing an environment in which
they can succeed in expanding trade, attracting investment, securing joint ventures, and meeting
internationa standards for production and quality control. Businesses and associations have been
contacting U.S. companiesin search of joint venture partners and expertise. They have aso been
seeking out internationd investors. In many ingtances, AGOA has energized the private sector,
encouraging them to re-examine trade opportunities not only with the U.S. but with other countries.
Additiona information on new trade and investment in specific countries is provided in Chapter 1X.

D. Country Eligibility

The benefits established by AGOA are extended only to those countries that meet specific digibility
criteria. The criteria condtitute "best practice’ policies that will ultimately help to attract trade and
investment and foster broadly-shared prosperity. Sub-Saharan African countries designated as digible
or beneficiary countries must undergo an annud review of their status. Countries may be added or
withdrawn from the list of beneficiary countries during this annua review.

In congdering the digibility of sub-Saharan African countries for AGOA beneficiary status, AGOA
requires the President to consider the countries based on specified criteria, including whether these
countries have established or are making continua progress toward establishing: a market-based
economy, the rule of law, the dimination of barriersto U.S. trade and investment, economic policiesto
reduce poverty, the protection of internationaly recognized worker rights, and a system to combat
corruption. Additionaly, countries (1) cannot engage in activities that undermine U.S. nationd security
or foreign policy interests, (2) cannot engage in gross violations of internationaly-recognized human
rights, (3) cannot provide support for acts of internationd terrorism, and (4) must have implemented its
commitments to eiminate the worst forms of child |abor.

USTR chairs an extendve Trade Policy Staff Committee (TPSC) review process to determine which
countries are digible for designation as AGOA beneficiaries. Through this process, country-specific
issues and areas of concern areidentified. The AGOA digihility processisavehiceto, inter dia,
advance economic reform, internationa ly-recognized worker rights, human rights, anti-corruption
actions, intellectua property protection, and to promote initiatives to eiminate the worst forms of child
labor in sub-Saharan Africa. USTR's recommendations to the President regarding the designation of
AGOA beneficiary countries are based on the results of countries progress and efforts in these and
other areas. Specific information on AGOA bendficiary status and the reforms undertaken by individua
governmentsis provided in Chapter IX of thisreport. The actud digibility criteriaare contained in
Annex B.

Non-AGOA Beneficiary Countries
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During the 2001 review process, the President determined that severa countries did not meet the
criteriafor AGOA digihility. The country summariesin Chapter IX provide specific information on
AGOA bendficiary status. Comoros, Somdia, and Sudan did not express an interest in receiving the
benefits of AGOA, and therefore were not reviewed by the Trade Policy Staff Committee and are not
listed in Chapter 1X.

E.  Product Eligibility

Essentidly dl products of AGOA beneficiary countries may enter the United States duty-free, either
under AGOA or under a category for which the United States maintains a zero most-favored-nation
rate of duty. In the fourth quarter of 2001, more than 92 percent of U.S. imports from AGOA
beneficiary countries entered duty-free, and that percentage is expected to increase as countries take
full advantage of preferences under the Act. Products are éigible for preferentid accessto the U.S.
market under AGOA in three ways:

. Firg, AGOA extended the existing GSP program (covering 4,650 products) for beneficiary
countries through September 30, 2008. For regiona exporters, this provides more stable,
longer-term access to the U.S. market than they enjoyed under the existing GSP program
which gpplies generally to developing countries around the world. In the past, GSP has been
renewed gpproximately every two years. However, the existing program expired on
September 30, 2001 and had not been renewed as of May 2002. AGOA aso diminatesthe
competitive need limitation for beneficiary countries.

. Secondly, AGOA granted the President authority to provide duty-free trestment for certain
other goods not covered under the existing GSP program that are the growth, product or
manufacture of an beneficiary country. Using this expanded GSP authority, the President
proclaimed duty-free treatment for an additiona 1,835 items on December 21, 2000.
Agricultura exports under AGOA’s GSP and expanded GSP provisions remain subject to any
U.S. tariff rate quotas (TRQs) that apply to like goods from dl sources. In the few cases
where TRQs exi<t, goods of beneficiary countries enter duty-free within the quota, but remain
subject to any over-quota duties for shipments above the gpplicable quantitative limit.

. Third, separate AGOA provisions grant duty-free and quota-free treatment to qudifying
gppard articles of beneficiary sub-Saharan African countries and to textile articles that are
determined to be hand-loomed, handmade or folklore items.

Asareault of these provisions, very few products of beneficiary countries are not digible for duty-free
treatment. Thaose items currently include knit-to-shape appard, flat goods, textile articles, certain sted
products, canned peaches and agpricots, and dehydrated garlic. Thefull list of products that may enter
the U.S. duty-free under AGOA may be found at http://www.ustr.gov/regions/africalannex2a.pdf.
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F. Appard Visa System and Related Customs Requirements

Under AGOA, beneficiary countries must meet certain cusoms-related criteriain order to receive
AGOA textile and gppard benefits. These requirements are designed to ensure that unlawful
transshipment does not occur and that the benefits of AGOA accrue to beneficiary countriesin sub-
Saharan Africa. AGOA requires, inter dia, that countries implement an effective visa system and have
laws, regulations, or administrative procedures to prevent unlawful transshipment of articles and use of
counterfeit documents.  Countries must dso have implemented and follow, or be making substantia
progress toward implementing and following, certain customs procedures designed to assist the U.S.
Customs Service in verifying the origin of products shipped from these countries to the United States.

Seventeen sub-Saharan African countries were declared eligible to receive AGOA textile and apparel
benefits as of May 1, 2002: Botswana, Cameroon, Ethiopia, Ghana, Kenya, Lesotho, Madagascar,
Maawi, Mauritius, Mozambique, Namibia, Senegal, South Africa, Swaziland, Tanzania, Uganda,
Zambia. These countries were designated by the U.S. Trade Representative after demongtrating that
they had an effective visa system in place to verify that gpparel and textile goods are in fact produced in
abeneficiary sub-Saharan African country in accordance with the required rules of origin. The U.S.
Government has provided countries with guidance on the dements of an effective visasystem. This
includes the requirement that the origind commercid invoices for each shipment be samped with an
offica government visa.  The visamust contain certain information such as the date of the visa, the
quantity of goods being shipped, the preference grouping under which the goods qudify, and a country
code. In addition, governments must agree to cooperate with the U.S. Customs Service to prevent
unlawful transshipment and use of counterfeit documentation. Governments must aso agree to permit
verification viststo factories, producers, and exporters, and must require factories, producers, and
exporters to retain proper records relating to the production and/or exportation of digible goods for a
period of five years.

In order to facilitate African understanding of the U.S. requirements, an inter-agency group has
prepared and provided to sub-Saharan African governments amodd Visa Arrangement, the required
AGOA Cetificate of Origin Provisonsfor Textilesand Appard, and an AGOA Certificate of Origin
and Ingtruction Sheet. In addition, countries were provided with information on other required
commitments. These include a requirement that a country have the gppropriate lega framework
(pendty structure and enforcement mechanisms) in place to prevent unlawful transshipment, and the
legal authority to ensure that producers and exporters maintain production records for at least five years
and that U.S. Customs officials have access to records and factory premises, as appropriate. Ina
number of training and technica assstance forums, U.S. Customs officias have outlined the leve of
cooperation that is required of beneficiary countries and provided information on how countries can
develop proactive initiatives to ensure thet illegal transshipment is not occurring.

During the firgt full caendar year of implementation, the U.S. Customs Service reviewed approximeately
8,000 visasissued by countries that have been granted apparel benefits. AGOA qudifying appardl
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entered the United States through 49 ports of entry. The U.S. government continues to work
extensvely with sub-Saharan African governments to lay the foundation for future participation in the
benefits afforded by the legidation. The United States aso requires beneficiary countries to provide
detailed data for each shipment of AGOA-qualifying apparel exported to the United States. The U.S.
Customs Service regularly compares each country’s exports with U.S. imports from that nation as a
means of identifying illega transshipments through the use of counterfeit documents.

To help ensure the proper implementation of AGOA legidation, the U.S. Customs Service issued an
Informed Compliance Publication (ICP) in May of 2001. ThisICPis premised on theideathat in
order to maximize voluntary compliance with Customs laws and regulations, the trade

community needs to be clearly and completely informed on itslegd obligations.

G. Other Textileand Appard Provisons

AGOA includes severd provisons which reae to the implementation of the Act’ stextile and gppare
benefits. These provisonsinclude;

. A “tariff sngpback” in the event of a surge in imports of digible articles causes serious
damage or threet thereof to domestic industry.

. An annua cap on imports of certain appard; the cap gppliesto appard that is
assembled in beneficiary countries from fabric formed in beneficiary countries from yarn
originating either in the United States or in beneficiary countries. For afour-year
period, the statute permits lesser devel oped beneficiary countries to obtain preferential
treatment for appardl assembled in such countries regardless of the source of the fabric.

. The ahility to determine that yarn or fabric cannot be supplied by the U.S. industry in
commercid quantitiesin atimey manner, and to extend preferentia trestment to digible
gppard made from such yarn or fabric (“ short supply”).

. Identification of eligible hand-loomed, handmade, or folklore articles; such products
may be imported quota-free and duty-free.

. Specid rules for “findings and trimmings’, “interlinings’, and “de minimus’ content.

. Pendty provisons for exporters found to have engaged inillega transshipment.
AGOA providesthat the Secretary of Commerce will implement the tariff sngpback. The President
delegated implementation of the other five provisons to the Committee for the Implementation of

Textile Agreements (CITA), via Presdentia Proclamation 7350 of October 4, 2000 and Executive
Order 13191 of January 17, 2001.
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Appard aticdesare digible for benefitsif they are:

1) Assambled in beneficiary countries from fabric wholly formed and cut in the United States from
yan whally formed inthe U.S,

2) Cut and assembled in beneficiary countries from fabric formed in the U.S. from yarns wholly
formed in the U.S,, and assembled with thread formed in the U.S.

3) Cut (or knit-to-shape) and sewn or otherwise assembled in beneficiary countries from fabric or
yarns that are considered to be “short supply” in the United States; or

4) Assambled in beneficiary countries from fabric formed in those countries from yarn originating
gther inthe U.S. or in beneficiary countries, subject to an annud cap. (Articles from “lesser
developed” sub-Saharan Africa countries quaify for additiona benefits under the cap through
September 30, 2004. This benefit permits countries to aso use fabric inputs from outside of
the U.S. and Africain gpparel production.)

Edtablishment of Cap

AGOA limitsimports of gpparel made with regiona (sub-Saharan beneficiary country) or third-country
(not produced in the United States or a sub-Saharan African beneficiary country) fabric to afixed
percentage of the aggregate square meter equivaents (SVIE) of al appard articles imported into the
United States. For the year which began on October 1, 2000, this percentage was 1.5 percent of the
aggregate SME of dl gppare articlesimported into the United States in the preceding 12-month

period. This percentage will be increased in equa annud incrementsto alevel of 3.5 percent in the find
year (i.e, the year beginning October 1, 2007).

Based on the statutory formula, the cap for the first 12-month period was 246.5 million SVIE. Imports
under this cap during thisfirst period totaled 41.9 million SME, or 17 percent. The cap for the second
12-month period, which began on October 1, 2001, is 313.3 million SME. Through February 2002,
imports under this cap totaled 67.3 million SME, or 21 percent.

The duty-free cgp is not dlocated among countries. It isfilled on a*“firg-come, firg-served” basis. In
any year that the cap is met, digible gppard products from sub-Saharan Africamay Hill enter the
United States; however, they will be assessed the prevailing normal trade relations duty rate (Column 1
rate detailed in the Harmonized Tariff System of the United States) at the time of entry.

Surge Mechanism
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The Act specifies that when the Secretary of Commerce determines that there has been asurgein
imports of an article from a beneficiary country such as to cause serious damage, or threat thereof, to
the domestic industry producing alike or directly competitive article, the President shdl suspend the
duty-free trestment provided for such article.

Short Supply

Under the Act, the President is authorized to proclaim duty-free and quota-free trestment for apparel
that is both cut (or knit-to-shape) and sewn or otherwise assembled in beneficiary countries from fabric
or yarns not formed in the United States or a beneficiary country, if the President has determined that
such yarns or fabrics cannot be supplied by the domestic industry in commercid quantitiesin atimely
manner. In Executive Order 13191, the President delegated to CITA authority to determine whether
yarn or fabric cannot be supplied by the domestic industry in commercid quantitiesin atimely manner
and to extend preferentia treatment to gpparel articles from such yarn or fabric. Asof April 15, 2002,
Sx petitions for consderation under AGOA short supply provision had been recelved. Three of these
petitions have been approved, two have been rgjected, and oneis currently under review.

Handloom, Handmade, or Folklore Articles

AGOA provides duty-free/quota-free benefits for hand-loomed, handmade, or folklore articles made in
beneficiary Sub-Saharan Africa countries. In Executive Order 13191, the President authorized CITA,
after consultation with the Commissioner of Customs, to consult with beneficiary Sub-Saharan Africa
countries and to determine which, if any, particular textile and gpparel goods shall be trested as being
hand-loomed, handmade, or folklore articles. On February 17, 2001, al U.S. diplomatic pogsin
beneficiary countries were asked to notify host countries of the readiness of CITA to consider requests
for products to be considered for benefits under the hand-loomed, handmade, or folklore provisions of
the Act and to enter into consultations with those countries to assist in those determinations. CITA is
currently reviewing proposals submitted by Kenya and Nigeria

Interlinings

AGOA secifiesthet an aticle will not be disqudified from digibility for benefits under the Act if it
containsinterlinings of foreign origin, if the vaue of such interlinings does not exceed 25 percent of the
cost of components of the assembled article. This exception, however, shdl terminate if the President
determinesthat U.S. manufacturers are producing such interlinings in the United States in commercid
quantities. Under Executive Order 13191, the President delegated to CITA the authority to made these
determinations. To date, no determinations have been made.

Transshipment Pendlties for Exporters

Under AGOA, if the Presdent determines, based on sufficient evidence, that an exporter has engaged
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inillegd transshipment as defined in the Act, the Presdent shdl deny for a period of 5 yearsdl AGOA
benefits to such exporter or any successor entity. Under Executive Order 13191, the President
delegated to CITA the authority to make such determinations. To date, CITA has not initiated
investigations under this provision.

H. Proposed AGOA Enhancement L egidation

Additiona legidation involving AGOA has been proposed. On November 16, 2001, the U.S. House
of Representatives approved legidation known informally as"AGOA 11," as part of H.R. 3009, the
Andean Trade Preference Act. Additiond legidation involving AGOA has not been proposed in the
U.S. Sendte, as of the date of this publication. The House bill included amending AGOA by dlarifying
Congressiona intent to include knit-to-shape apparel under AGOA; increasing the cap on apparel
imports made from regiona fabric; granting lesser-developed country status to Botswana and Namibig;
and revigng the technica definition of merino wool.
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V. Economic and Trade Overview

A. Economic Growth

Sub-Saharan African economies are growing once again after decades of stlagnation, athough the
region’s economies ill lag behind those of other parts of the world. The region’s performance
continues to improve, despite conflicts in some areas, poor governance in afew countries, adverse
movements of commodity prices, and the ravages of the HIV/AIDS pandemic.

Severd countries, including Mozambique, Uganda, and Ghana, have made key economic reforms, such
as liberaizing markets and trade, improving economic management, and promoting private sector
activity, which have resulted in notable growth rates, increased incomes, and declining poverty.

Sub-Saharan Africa s economic growth suffered in 2001 from the globa economic dowdown, but the
region’s downturn was less pronounced than that recorded worldwide or in developing countries as a
group. Sub-Saharan Africa experienced 2.7 percent growth in 2001, according to World Bank
estimates, down from 3.0 percent in 2000. In comparison, globa growth fell sharply to 1.3 percent
from 3.8 percent, and developing countries fell to 4.0 percent from 5.8 percent, according to
Internationa Monetary Fund (IMF) gatistics. 2001 marked the first year in the last five years that sub-
Saharan Africarecorded faster growth than the world generdly, athough the region continued to lag
behind the pace of developing countries.

Sluggish globa economic performance lowered growth prospects in sub-Saharan Africa even before
the terrorist attacks of September 11, as sub-Saharan Africafaced lower commodity prices, reduced
investment flows, and lower tourism revenues. These effects were more pronounced after September
11, which caused the IMF and World Bank to revise their growth forecasts downward. The
projections alow for agradua recovery beginning in the second half of 2002, with output expansion of
2.4 percent for the world, 4.4 percent in developing countries, and 2.7 percent in sub-Saharan Africa
for the full year 2002. However, the outlook is highly uncertain with a sgnificant possibility for alonger
dump.

Africa s vulnerahility to swingsin commodity prices continues to have an impact on growth, with
voldtile ail prices creating both positive and negative economic shocks, and with depressed markets for
other primary commodities presenting difficult economic chalenges for most countries. Crude oil prices
at the end of 2001 were under $20 per barrel, more than $12 below their high point for the year, and
$9 below the post-September 11 spike. Lower oil prices benefit the mgjority of African countries,
mitigating the deterioration of their terms of trade caused by persstent weakness in non-fuel commodity

4
World Bank Global Economic Prospects and the Developing Countries, 2002; IMF World
Economic Outlook Dec. 2001 (revised).
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prices and sharply higher ail import bills. However, a handful of countries which depend heavily on ol
export revenues may be severely affected.

Most other commodity prices on which African countries depend remain depressed, including those for
coffee, tea, and minerals. Gold prices were about 2 percent higher at the end of 2001 than they were
at the beginning of the year, but nearly 5 percent below the high point reached shortly after September
11. Copper pricesfdl nearly 23 percent for the year, and platinum was down 19 percent.

Africa s vulnerability to changing commodity prices demonstrates the need for reforms to promote
economic divergfication in the region. Continuing economic reformsin many countries have helped to
soften the effects of adverse commaodity price swings on African growth, and have helped promote
prosperity. Nevertheess, for much of the region, income inequdity is till high and growth remains
below the 5 percent rate needed to prevent an increase in the number of poor. In many sub-Saharan
African countries, mgjor ssgments of the population gtill cannot effectively participate in the modern
globa economy.

Macroeconomic reforms have spurred growth in a number of countries despite commodity price
pressures. Benin, Botswana, Cape Verde, Mauritius, Senega, and Uganda each experienced growth
of 5 percent or more in 2000. Growth in Mozambique had been depressed by disastrous floods, but
rebounded in 2001 to 9.6 percent. Burkina Faso, Madagascar, Mdi, and Tanzania enjoyed steadly, if
less spectacular expansion. Progressive palicies have alowed these countries to benefit from export-
led growth.

Improved performance in Africa s two largest economies, South Africaand Nigeria, boosted
sub-Saharan Africa’ s growth in 2000 and 2001. Spurred by high crude oil prices, Nigeria enjoyed 3.8
percent growth in 2000 compared with 1.1 percent in 1999. The IMF estimates that the Nigerian
economy expanded by 4.2 percent in 2001, as the country made modest progressin privatizing state-
owned companies, liberaizing the investment climate, and rehabilitating infrastructure. Faling ail prices
make the outlook for 2002 more difficult. In addition, Nigerialost momentum on economic reform,
failing to meet IMF targets and to complete debt rescheduling agreements. The IMF projects only 1.8
percent growth for Nigeriathis year. South Africa benefitted in 2000 from an upsurge in demand for
platinum group metals used in autos, jewdry, liquid crysta displays, and computer disk drives. South
Africa s economy grew at a 3.4 percent pace, compared to 2.1 percent in 1999, according to revised
estimates from the South African Reserve Bank. Growth dowed to 2.2 percent in 2001 as platinum
prices declined. The IMF projects a 2.3 percent rate for 2002.
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B. Tradewith the United States

U.S. Trade with Sub-Saharan Africa

($ Millions)
1998 1999 2000 2001 Change 00-01
U.S. Exports 6,694.0 5,568.5 5,925.8 6,963.0 17.5%
U.S. Imports 13,139.6 14,042.9 23,480.4 21,291.5 -9.3%

Two-way trade between the United States and sub-Saharan Africadeclined dightly in 2001 as
plummeting crude oil prices held down U.S. imports, offsetting strong growth in U.S. exports. Totd
trade (imports plus exports) was $28.3 hillion, down 3.9 percent from the 2000 level when
skyrocketing oil prices boosted tota trade by 50 percent, to $29.4 billion.

* U.S exportsto sub-Saharan Africagrew 17.5 percent in 2001 to nearly $7 billion, eclipsing the
previous high reached in 1998. The surge was led by arcraft, oil and gas field equipment, and
motor vehiclesand parts. Aircraft sdes doubled on the strength of shipmentsto South Africa,
Kenya, and Seychdles. Qil fidd drilling equipment sdes performed well in Nigeria, Angola,
Gabon, and Cameroon. South Africaand Namibia were strong markets for U.S. automotive
products.

» U.S. imports from sub-Saharan Africawere $21.3 billion, down 9.3 percent from 2000. The
decline was caused by fdling crude oil prices, but purchases of diamonds, platinum, and motor
vehicles from South Africa prevented a sharper plunge in imports.

* In 2001, the United States imported $8.2 hillion of duty-free goods under the provisions of
AGOA, including its GSP provisons. Overdl, U.S. exportsto the 35 AGOA-digible countries
were up 19 percent, while imports were off 10 percent. However, if crude oil, precious metas
and stones are excluded, imports from AGOA countriesincreased 10.7 percent. Tradein
automotive products grew rapidly in both directions, and U.S. gpparel imports grew 28 percent.

Africa s Globd Trade

Sub-Saharan Africa stota merchandise imports climbed 9.8 percent in 2000 (the latest year available),
to $86.5 hillion, as demand in Nigeria and South Africa rebounded after lagging in 1999. Nigerid's
imports topped $8.8 billion, a 16 percent increase from ayear earlier. Import growth had beenflat in
1999. South African imports grew more modestly at 6 percent, to $24.8 hillion, following a 12 percent
contraction in 1999.

Sub-Saharan Africa s total merchandise exports grew even faster than imports in 2000, climbing to
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$86.7 hillion, again of 18.2 percent, propelled by high prices for crude oil, as well as for diamonds and
platinum group metals from South Africa. 2000 marked the first year snce 1997 that the region ran a
merchandise trade surplus with the world, abeit a narrow one of $200 million.

Sub-Saharan Africa’s 18.2 percent gain in exports was above the 12.3 percent increase in 2000 total
world exports, but dightly below the 18.6 percent registered by developing countries. Despiteits
relatively strong performance, sub-Saharan Africa accounted for less than 1.5 percent of world tradein
2000. Africal s share of world trade has declined steadily over time, increasing its margindization in the
globa economy, and excluding the region from growing world prosperity. Over the last decade, sub-
Saharan Africa s trade has grown 38 percent, while world trade has expanded 85 percent. In the same
period, Africa s combined GDP grew less than 9 percent, compared to a globd figure of more than 43
percent.

Sub-Saharan Africa accounts for less than 1 percent of U.S. merchandise exports, and less than 2
percent of U.S. merchandiseimports. Proportions are only dightly higher for the region’ s trade with the
EU. Based on partid year data, sub-Saharan Africa represented 3.5 percent of total EU exports and
4.3 percent of total imports. However, the United States is Africa s largest single market, purchasing
27 percent of the region’s exportsin 2000. The United Kingdom was a distant second at 7.2 percent,
and Francethird at 6.3 percent. The EU absorbed 37.2 percent of sub-Saharan Africa's exportsin
2000, down from 42.5 percent in 1999.

. Most industrid countries experienced declining shares of Africa’simport market in 2000 as
Asan exporters recovered market share logt in the aftermath of the financid crigis of the late
1990s, and as trade expanded between South Africa and its sub-Saharan neighbors.

. The U.S. share of the sub-Saharan African market declined in 2000 to 6.8 percent from 7.2
percent in 1999, despite a smdl increase in exports to the region.

. The EU market share fell to 35.2 percent from 38.1 percent, dthough its exports aso climbed
dightly. France was an exception to the downward trend among developed country suppliers
with amargind gain in market share, driven by an 11.3 percent increase in exports to sub-
Saharan Africa.

. South Africa' s exports to other sub-Saharan African countries grew nearly 9 percent in 2000,
boosted by sdes of refined oil products and trucks to neighboring countries of Southern Africa
South African exports registered a further 5 percent growth in 2001 in U.S. dollar terms, based
on eleven months of data.
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Sub-Saharan Africa’s Principal Industrial Country Trading Partners
($ Billions and Market Share)

1999 % Share 2000 % Share

Sub-Saharan Africa’s | mports
France 7.9 10.0 8.7 10.1
United States 5.7 7.2 5.9 6.8
Germany 5.9 74 5.6 6.5
United Kingdom 49 6.2 48 5.6
Japan 3.8 4.8 3.7 4.3
Italy 25 32 2.8 32
Total EU 30.0 38.1 305 35.2

Sub-Saharan Africa’s Exports
United States 14.8 20.2 23.6 27.0
United Kingdom 53 7.2 6.3 7.2
France 5.2 7.2 55 6.3
Germany 4.6 6.3 5.1 5.9
Italy 4.4 6.0 45 5.1
Japan 35 4.8 4.4 5.0
Total EU 31.2 425 32.6 37.2

Source: Derived from IMF Directions of Trade Yearbook, 2001

U.S. Merchandise Exportsin 2001

U.S. merchandise exports to sub-Saharan Africawere nearly $7 billion in 2001, a 17.5 percent
increase from the 2000 tota. The expansion was led by sdes of arcraft to South Africa, Kenya,
Cameroon, and Seychelles; ail and gas field equipment to Nigeriaand Angola; congtruction and
telecommuni cations equipment to various countries; and automotive equipment to South Africaand
Namibia. Exports had grown 6.4 percent in 2000.

The 17.5 percent increase in 2001 shipments to sub-Saharan Africa contrasted with afal of 6.3
percent in U.S. exports worldwide, and bettered the performance in virtualy every other sub-region.
U.S. sdlesto Central and South Americawere down by 1.5 percent, and by 10.5 percent in East Asa.
U.S. exports grew amodest 2.7 percent in the Middle East/North Africa, 5.9 percent in Eastern
Europe, and 15.4 percent in the Newly Independent States of the former Soviet Union.

-26-




U.S. exports to sub-Saharan Africawere 81 percent greater than those to the former Soviet republics,
and more than twice those to Eastern Europe. U.S. exports to South Africa alone were larger than
U.S. sdlesto Russia, whose population is more than 3.5 times as large.

U.S. exports to sub-Saharan Africaremain highly concentrated among a small number of countries,
athough dightly less so than in 2000. The top four markets, South Africa, Nigeria, Kenya, and Angola,
accounted for 69 percent of U.S. sdesin 2001, with South Africa accounting for 43 percent, Nigeria
for 14 percent, Kenyafor 8.3 percent, and Angolafor 4 percent. 1n 2000,

the top four markets represented 72 percent of total exports.

Leading U.S. Export Marketsin Sub-Saharan Africa

2001 Export Value
Country ($ Millions)
South Africa 2,961.8
Nigeria 957.2
Kenya 5774
Angola 276.0
Namibia 255.6
Ghana 199.8
Cameroon 184.2
Seychelles 176.2

EU exportsto Africaare dso highly concentrated among asmal number of countries. Based on
partid-year data, Sx countries — South Africa, Nigeria, Liberia, Cote d' Ivoire, Angola, and Gabon —
accounted for 65 percent of EU exports to sub-Saharan Africain 2001.

Leading U.S. Exports

U.S. exports contribute sgnificantly to building and modernizing infrastructure in sub-Saharan Africa
The principa U.S. exports included the following product categories: aircraft and parts; oil and gasfied
equipment; congtruction and agricultural machinery; motor vehicles and parts; industrid chemicds,
computer equipment and software; and telecommuni cations equipment.

Leading U.S. Exports to Sub-Saharan Africa

2001 Export Value
ltem ($ Millions)
Aircraft and parts 1,466.9
QOil and gas field equipment 1,293.4
Motor vehicles and parts 508.5
Wheat 293.0
Construction machinery and parts 243.8
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Industrial chemicals 2345

Computers, peripherals, and software 181.7
Telecommunications equipment 158.3
Used clothing and textiles 61.7
Agricultural equipment 60.6

U.S. Merchandise Importsin 2001

U.S. imports from sub-Saharan Africa declined 9.3 percent in 2001, to $21.3 hillion, due to faling
petroleum prices. Crude oil so dominates U.S. imports from the region thet oil price fluctuations
overwhelm dl other factorsin the import account. Even with pricesin seady decline, crude ail
accounted for $13.7 hillion, or 64 percent of U.S. purchases. In 2000, with prices at or near peak
levels, crude oil accounted for $16.3 billion, or 69 percent of U.S. imports from the region.

. In 2001, U.S. crude oil imports from sub-Saharan Africafdl 16 percent in valueterms. In
contragt, crude oil imports from sub-Saharan Africa doubled in value in 2000 over 1999 levels.

. Sub-Saharan Africa supplied 18 percent of U.S. crude oil imports by value in 2001, virtualy
unchanged from 2000. In comparison, Persian Gulf suppliers provided 27 percent of U.S.
imports, adight increase from ayear earlier.

. Nigeria, the number five U.S. supplier, provided $8.1 hillion of crude ail to the United States, 11
percent of total imports. Angolawas the seventh leading supplier, at $3 billion. Gabon ($1.6
billion), Congo-Brazzaville ($379 million), Equatorid Guinea ($378 million), and Congo-
Kinshasa ($114 million), also ranked among the United States' top 30 suppliers.

The second leading U.S. import, platinum group metals, congtituted only 7 percent of purchases. This
category aso indudes iridium, paladium, and rhodium. Apparel grew ahead of diamonds into the
number three position, with 4.5 percent of imports. Diamonds were 2.5 percent of U.S. imports.

Leading U.S. Imports from Sub-Saharan Africa

2001 Import Value

ltem ($ Millions)
Crude oil 13,703.9
Platinum group metals 1,534.4
Woven or knit apparel 949.6
Diamonds 523.1
Motor vehicles and parts 359.4
Iron and stedl 304.4
Cocoa beans and preparations 276.1
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U.S. imports from Africaremained highly concentrated among a smal number of suppliers, even more
so than U.S. exports. Four countries, Nigeria, South Africa, Angola, and Gabon, accounted for more
than 84 percent of U.S. purchases. Three were mgor crude oil suppliers, while South Africa supplied
platinum, diamonds, and motor vehicles.

Principal Sub-Saharan African Suppliersto the United States

2001 Import Value

Country (3 Millions)
Nigeria 8,786.3
South Africa 4,428.3
Angola 3,099.6
Gabon 1,655.2

EU imports from sub-Saharan Africawere dso highly concentrated. The six leading suppliers, South
Africa, Nigeria, Cote d'Ivoire, Cameroon, Angola, and Botswana, accounted for more than 68 percent
of EU imports from the region. By product group, crude oil congtituted over 18 percent of the totd,
diamonds 15 percent, and gold 5 percent.

AGOA Imports and Trade with AGOA Countries

The United States imported $8.2 hillion duty-free under AGOA provisionsin 2001, including items
from AGOA beneficiary countries that quaified under the Generdized System of Preferences (GSP)
program and the Act’ s textile and gpparel provisions.® $6.8 hillion, or 84 percent of the total, were
petroleum products. Apparel accounted for $356 million, and transportation equipment $289 million.
Among the principa beneficiaries, Nigeria received $5.7 billion of benefits, Gabon $938.7 million, and
South Africa $923.2 million. These three countries accounted for 92 percent of AGOA duty-free
benefitsin 2001.

Tota imports from the 35 AGOA-dligible countries, induding dl items, were $17.1 hillion, adecline of
10 percent from 2000, due to the predominance of crude oil. Excluding oil, precious stones, and
metas, AGOA countries saw a 10.7 percent increase in sales to the United States, led by a 28 percent
increasein gppard, in particular from Lesotho, Madagascar, South Africa, and Kenya. South Africa
benefitted from aten-fold increase in shipments of passenger cars, to $256 million, as a European
manufacturer shifted production lines of its U.S.-bound carsto its South African affiliate in order to take

°> Dataon AGOA imports are based on U.S. Internationa Trade Commission dataon an
import for consumption basis.
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advantage of AGOA tariff concessons. AGOA aso helped boost South African shipments of citrus
fruit to the United States to $20.2 million, from $8.3 million in 2000.

Overdl U.S. trade with the 35 AGOA-dligible countriesin 2001 closdly paralded the trend for
sub-Saharan Africaasawhole. Tota trade declined 3.6 percent due to moderating oil prices, although
U.S. exportsto AGOA countries surged 19.1 percent. The pattern of products and markets closely
followed that of overal exports to Sub-Saharan Africaand does not reved aclear trend attributable to
AGOA, with the exception of the automotive sector where U.S. products spurred exports from South
Africaand Namibia. Exports of U.S. passenger vehiclesto South Africa spiked upward nearly 240
percent to $135.9 million, while sales of motor vehicle partsfel 25 percent. Shipments of automotive
parts to Namibia more than tripled to $174.1 million.

C. Investment Results

As might be expected, trade and investment have flowed to those countries which offer the most
competitive and investor-friendly environments. Experience has shown that businesses and investors
seek dependable, transparent, and open regulatory regimes, adequate infrastructure, and political and
economic stability. AGOA countries generdly are working to create such conditions. In addition,
some countries are il rebuilding from years of conflict, are deding with inadequate trangportation,
have other infrastructure problems, or have less natural resources or a smaller manufacturing base. The
United States has stressed that AGOA offers opportunities but that African governments as well asthe
private sector must actively develop and seize these opportunities.

In some countries, AGOA is encouraging substantia new investments, jobs, and trade. Examples of
results from AGOA include: the creation of 20,000 jobs and increased investment valued at $12.8
million in Kenya, where new employment from AGOA is expected to generate an additiona 150,000
indirect jobs; the crestion of at least 4,350 jobsin Mdawi; investments of over $78 million in Mauritius
and sgnificant employment increases as aresult of those investments, new and planned investment in
Namibiain the gpparel and textile sector aone has topped $250 million, creating an estimated 8,000
jobs over the next 5 years, and 18,000 jobs over ten years; the opening of at least eight new factoriesin
Swaxziland, creating 11,000 jobs.

AGOA has dtracted sgnificant foreign direct investment in the gpparel sector in certain countries. For
example, the approva of Lesotho's gpparel visa system has led to the opening of eleven new factories
and the expangon of eight existing ones. Manufacturing employment in Lesotho now exceeds
government employment for the first time, primarily as a result of increased gppard production under
AGOA. For these and other countries, AGOA is helping to stimulate and diversify development
outside traditiona commodity sectors, which are vulnerable to the fluctuations of the world market.

The current political unrest in Madagascar following the December 2001 presidentid elections has
interrupted the success of that country’s apparel sector, which increased exports to the U.S. by 700
percent between 1998 and 2001. Even if Madagascar resolves the political impasse quickly, 2002 will
amog certainly see adrop in its clothing exports to the United States. It is an unfortunate redlity that
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some investors view Africa, and the risks associated with investing in some African countries, with a
certain amount of trepidation. Countries will have to pursue economic and politica reformsto create
the stable and positive investment climate that potentid investors seek.

U.S. Direct Investment in Africa

Sub-Saharan Africa continues to trail other developing regionsin attracting foreign direct investment
(FDI). Theregion accounted for less than 1 percent of worldwide FDI inflowsin 2000, and just 3
percent of inflows to developing countries. According to the United Nations World Investment Report
of 2001, FDI inflows to the region totaled $6.9 hillion in 2000, down from $8.3 billionin 1999. The
overdl decline was caused by sharp dropsin flows to Angola and South Africa

» Angolasail industry experienced a pause in the dynamic growth of previous years, while
mergers and acquisitions were less active in South Africa

» Degpite the decline, Angolawas the leading FDI recipient in sub-Saharan Africain 2000, with
inflows of $1.8 hillion. Nigeria and South Africa followed with $1 billion and $877 miillion,

respectively.

The United States was the leading supplier of FDI to Africa, with totd flows of $7.6 billion in the
period 1994-98 (latest available). France and the United Kingdom ranked second and third, each with
flows of $2.5 billion.

At year-end 2000, the U.S. direct investment positiorf in sub-Saharan Africawas $9.3 billion,
margindly lower than the position at year-end 1999, as amodest increase in Angolawas offset by dight
declinesin South Africaand Nigeria U.S. direct investment in the region is highly concentrated in those
three countries.

 South Africa ($2.83 hillion), Angola ($1.32 billion), and Nigeria ($1.28 billion) combined to
account for 58 percent of the U.S. direct investment position in sub-Saharan Africa

* TheU.S. postion in Nigeriaand Angolais heavily concentrated in the petroleum sector, whilein
South Africait is largely in manufacturing.

® The U.S. direct investment position is the net book value (i.e., the historical value) of U.S. direct
investors equity in, and net outstanding loans to, their foreign affiliates. A foreign affiliate is aforeign
business enterprise in which a single U.S. investor owns at least 10 percent of the voting securities, or the
equivalent.
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» Sub-Saharan Africaaccounts for less than one percent of the U.S. direct investment position
worldwide.

D. Economic Reform

The economic reform record across sub-Saharan Africais decidedly mixed, asisto be expected from
adiverse collection of 48 countries across severa digtinct climates and at different levels of
development. A handful of less-developed sub-Saharan African countries have been very successful in
sugtaining market-led reforms that have created the conditions for growth. Economiesin a number of
other countries have been virtualy destroyed by conflict, poor governance, and bad policy choices.
Overdll, there has been some important progress around the region. In some part, this has been driven
by the requirements of the Heavily Indebted Poor Countries Initiative to reduce debts, dthough a
number of important countries failed to meet expectations. Regiona economic integration efforts,
engagement with the IMF and World Bank, and AGOA have been postive forces in encouraging
countries to lower tariff barriers and ingtitute more market-oriented fiscal and monetary policies.

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 privetization
varying widdy. Sectors being fully or partidly privatized include tdecommunica-tions, 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 closely with the IMF. These programs tend to
focus on sound fiscd management, establishment of credible monetary policy in those countries not part
of regiond currency systems, rationdization of tariff and non-tariff barriers, and privatization of date-
owned enterprises as ameans 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 & al levels play an important role in creating the kind of business climate that encourages
both foreign and domegtic invesment. The IMF and World Bank, along with the African Devel opment
Bank and bilateral donors (including the United States), have provided resources and technica
assistance across Africaiin an effort to encourage, directly and indirectly, the development of
anti-corruption bodies, transparency in government accounting and contracting, and more predictable,
fair, and independent legd systems.
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Significant progress has been made on debt reduction under the Heavily Indebted Poor Countries
(HIPC) initiative (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 U.S. Embassies and in high-level discussions with both beneficiaries and other
donors, the United States 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 a top priority of HIPC and related programs.

The U.S.-Sub-Saharan Africa Trade and Economic Cooperation Forum created by AGOA serves as
avehicle to enhance U.S. engagement with sub-Saharan Africa countries on policy and drategiesto
achieve economic growth, implement reform, and deegpen U.S.-Africa economic relations. The Forum
aso provides a venue to consult with AGOA-digible countries on AGOA implementation and
mechaniams to facilitate Africal sintegration into the globa economy.

While progress has been made, important challenges still 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 HIV/AIDS pandemic, high tariffs, inadequate
protection of intellectua property rights, cumbersome customs procedures, and inadequate legal
systems continue to hinder economic development in many countries. The United States will continue
to support African country efforts to address these policy chalenges.

E. ReformsUndertaken by AGOA Beneficiary Countries

The U.S. government consulted closely with African governments in the development and
implementation of AGOA. Discussons over the past few years encouraged many African countries to
introduce significant reformsin their policies and practices, so that they might meet AGOA digibility
requirements. As described below, the AGOA digibility designation process dso involved a didogue
between the United States and potential AGOA beneficiary countries. As part of this process, the
United States identified areas of concern and worked with countries to identify means to address these
concerns, including the provison of technical assstance. 1n anumber of cases, sub-Saharan African
governments implemented reforms or made specific commitments. In other cases, governments were
dready undertaking important reforms, which were consdered in determining which countries to
recommend for designation. Human resource and other capacity constraints continue to impede some
governments ability to implement reforms, but progressis being made in many countries.

Reforms being undertaken vary across awide spectrum. Countries have implemented measuresto

liberaize trade, strengthen market-based economic systems, privatize parastatals, and deregulate their
economies. These changes have resulted in improved market access for U.S. products and services
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while & the same time increasing the competitiveness and efficiency of African economies. African
governments have implemented palitical reforms including measures to improve trangparency and
governance, to strengthen the rule of law, and to combat corruption.  Improvementsin protection of
workers' rights and in efforts to combat the worst forms of child labor have aso been undertaken. Ina
number of cases, countries have sought U.S. technical assstance in implementing reforms. Washington
agencies have encouraged countries to work with USAID to obtain such assistance and are trying to
identify other meansfor providing such assstance. The Department of Labor has offered assistance on
protection of worker rights and eimination of the worst forms of child labor to a number of countries,

In anumber of African countriesjoint public and private sector AGOA implementation committees
have strengthened cooperation in trade, investment, and economic planning. Additionaly, many
countries have begun to reform their customs regimes, a prerequisite for trade expansion, to meet
AGOA’s gopard digibility requirements. Specific information regarding reforms undertaken by AGOA
beneficiary countries can be found in Chapter IX. The following are some examples of reforms and
commitments undertaken during the AGOA review process or underway when the AGOA review
process occurred in:

Economic and Poalitical Reforms

* Benin hasimplemented new customs procedures to reduce corruption.

» Botswana passed new laws protecting intellectud property rightsin 2001.

» The Centra African Republic isin the process of adopting a new investment code designed  to be
more open to foreign investment and bring the country’ s trade and investment policies  moreinline
with other countriesin the region.

» Cameroon has committed to cooperating with Transparency Internationa (TI) to address
corruption and judicid reform.

» Djibouti has passed legidation strengthening intellectua property rights protections.

« Eritrea has begun the process of implementing reforms rdated to AGOA, including the
introduction of a harmonized tariff systlem and promulgation of acommercid code.

« Ethiopia has dashed tariff rates and eiminated amost dl export taxes.

» Guineacommitted to ingtituting a Consultative Council to oversee judicid matters and to
improve legd training. It has aso asked the World Bank for assstance in reforming the legd
and judiciary system. An Arbitration Office was established to mediate commercia  disputes.
Guinea s efforts to diminate corruption include: 1) adopting alegd framework  with reinforced
anti-corruption provisons, and 2) creating a committee to enforce anti- ~ corruption measures.

» Kenyahasinitiated a process to reform itsintellectuad property laws. It has also begun
consultations with USDA to address market access problems,

» Madi hasbegun to reform its judiciary and to revise commercia laws related.

» Mozambique has deregulated al prices except for fud.
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* Nigeriaegtablished an Anti-Corruption Commission in the fal of 2000.

» Tanzania has made a commitment to: 1) reform and streamline the Tanzania Revenue
Authority; 2) improve port facilities, and 3) privatize the most important port activities. It
passed three laws protecting property rightsin 1999.

« Many countries have begun to reform their customs regimes, a prerequisite for trade
expandon, to meet AGOA'’ s gppard digibility requirements.

Workers Rights, Elimination of Child Labor, and Human Rights

« Severd countries haveratified ILO Convention 182 on the worst forms of child |abor
including Angola, Benin, Botswana, Burkina Faso, Cape Verde, the Centrd African
Republic, Chad, Cote d'Ivaire, Equatorid Guinea, Gabon, Ghana, Kenya, Lesotho, Mdli,

Maawi, Mauritius, Niger, Rwanda, Senegd, Tanzania, and Zambia.

» Cameroon has agreed to work with the ILO on a Department of Labor-funded program that ~ will
focus on the rights of workers and labor unions. Cameroon is aso participaing in a regiond
program with the ILO to combat trafficking of children. The government has  promised to
investigate dlegations of extrgudicid killingsin Douda and to punish security  service members
determined to be guilty of abuses. Cameroon ratified ILO Convention 138 in 2001.

» Chad established an organization to serve as awatchdog against human rights abuses and has
made some changes in its labor laws.

» The Republic of Congo has created a human rights directorate at the Ministry of Justice.

» Benin and Gabon are participating in aregiona program with the ILO to combat trafficking  of
children.

» Maawi isworking with the ILO on eradication of child labor and on amending itslabor laws to
protect workers' right to strike. Mdawi is dso participating in an ILO regiona project to
address child labor in commercid agriculture,

» Nigeria concluded an agreement with the ILO to obtain its assstance in hdping the government
to prevent the worgt forms of child labor. Nigeriais dso participating in a regiond ILO/IPEC
project to combet trafficking of children.

» Searaleoneisworking to ensure the rlease of children from military serviceand is pressuring
the leaders of its civil defense forces to take such action. The government has requested ILO

assistance on thisissue.
» Swaziland implemented anew Indudtrid Relaions Law that conforms with internationd

standards for worker rights. Swaziland also increased public spending on hedlth, education,  and

rurd poverty.
» Ugandaisworking on legidation to put Ugandain compliance with ILO standards on child  Iabor,

collective bargaining and forced labor. It is aso working on anationdl actionplanon  child labor
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which will be incorporated into its poverty eradication action plan. Uganda passed aworkers
compensation act and is having a number of laws and decrees related to trade unions,
arbitration, occupationa safety and hedlth, and disputes reviewed by ateamof  consultants.

F. Regional Economic Integration

The United States has encouraged and supported regional economic integration efforts in sub-Saharan
Africaasameans of simulating economic growth by improving economies of scale and reducing
transaction codts for the region aswell asfor internationd businesses. A firg stagein this effort must be
asubgtantia expangon of trade among African nations. The United States has worked to facilitate and
promote regiond economic integration through the African Trade and Investment Policy (ATRIP)
program and technical assistance to organizations such as the Economic Community of West African
States (ECOWAYS), the West African Economic and Monetary Union (WAEMU), the Southern
African Deveopment Community (SADC), the Eagt African Community (EAC), the Intergovernmental
Authority on Development (IGAD), the Common Market for Eastern and Southern Africa
(COMESA), and the Centra African Economic and Monetary Union (CEMAC).

In order to encourage regiona economic integration and to strengthen trade and investment relations
with the region, the Office of the USTR recently negotiated and concluded regiond Trade and
Investment Framework Agreements with COMESA (signed October 2001) and WAEMU (signed
April 2002). The Department of State coordinates aregular dialogue with SADC through the U.S--
SADC Forum and works extensively with the other regiond organizations. USAID, USTR, State,
Treasury, Agriculture, and Commerce will host atechnica conference in June with representatives from
WAEMU and the Economic Community of West African States (ECOWAYS), in support of regiona
integration in West Africa. The Adminigtration’ s trade and investment policy focuses attention on
technical assstance as ameans of strengthening trade capacity in sub-Saharan Africa

AGOA aso promotes regional economic cooperation and trade between the countries of sub-Saharan
Africaby dlowing cumulation among AGOA beneficiary countries, i.e. AGOA beneficiaries may
include inputs from other AGOA beneficiaries in meeting the GSP' s 35 percent vaue-added rule of
origin requirement. Beneficiary countries may aso use yarn and fabric obtained in the region in gppardl
that qualifiesto enter the United States duty-free and quota-free.

Economic integration in Africa has not proceeded as rapidly as some had hoped, but continues on a
number of fronts. Factors hindering progress include: the lack of adequate trangportation and
communication infrastructure; varying levels of development, policy orientations, and politica priorities;
and overlgpping and sometimes conflicting regiond entities with relatively little cooperation between
them. The tatus of integration efforts by various regiona organizations as well as additiona information
on U.S. support for their efforts is detailed below.
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COMESA: The Common Market for Eastern and Southern Africa (COMESA), whose membership
overlaps consderably with SADC, has dways focused more heavily than SADC on trade liberdization,
and its efforts in that area 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 iminating tariffs on much intra-regiond trade,
COMESA has had congderable success in smplifying rules of origin and establishing a single customs
gructure. 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, dthough it dill lags some other regiona economic organizationsin Africa

The United States has provided a variety of assstance to COMESA'’'s integration efforts, including:
technicd assistance on trade and the WTO; identification of barriers to investment and development of
regiond solutions; private sector cagpacity building; tedecommunications harmonization; facilitation of
cooperation with SADC; and study of rules of origin as related to the WTO, World Customs
Organization, SADC and other organizations. In October 2001, the United States Trade
Representative sgned a TIFA with COMESA. This agreement was the first such Agreement between
the United States and aregiond organization in sub-Saharan Africa. By establishing aformdl
mechanism for regular consultation on trade and investment matters, this Agreement will help to expand
and improve an dready vitd and growing bilateral commercid partnership. The TIFA with COMESA
is helping to advance the common goa of expanded trade and investment and to address trade disputes
in atimey manner.

EAC: The East African Cooperation (EAC), a successor to the former East African Community that
sought to link Kenya, Uganda, and Tanzaniain an economic union, came into being in July of 2000.
Technical and non-trade issues, including harmonization of [abor standards and promoation of |abor
mohbility 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, in a program
funded by ATRIP, is providing technical assistance to the EAC on harmonization of securities laws and
has placed an advisor in Ugandato work on debt management issues, including cross-border securities
trade, with the EAC.

ECOWAS: The Economic Community of West African States (ECOWAS), which has had an active
political role in the region, has seen little if any progress toward integration of markets Snce itsinception
in 1975. However, anew office on regiona integration has been established at the Secretariat and a
strategy has been adopted to accelerate the integration process by creeting asingle regiona market
basad on trade liberdization, common externd tariffs, and harmonized economic and financia policies.
There are d 0 plans for harmonizing ECOWAS policies with those of the West African Economic and
Monetary Union (WAEMU).
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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
(see section on Energy Infrastructure Development). The United States has dso provided technica
assistance to the ECOWAS fund, providing, for example, seminars on public-private partnerships and
the World Trade Organization.

In support of ECOWAS s regiond integration efforts, the regional USAID mission in Bamako, Mdli
consults with ECOWASS and has undertaken a study to assst WAEMU and ECOWAS develop a
common externd tariff. In FY 2002, USAID will continue working with the ECOWAS Secretariat to
develop generd trade expertise and policy development capacity. The effort will focus on enhancing
interregiond trade through the expangon of the common externd tariff (CET) that was initiated by the
eight-country West Africa Economic and Monetary Union (WAEMU) in 2000. Working groups
composed of decison makers and implementers from the relevant national ministries will work aong
sde the ECOWAS Secretariat to implement the expansion of the Common Externd Tariff (CET) and
examine the relevant trade policy issues. Information will also be sought from region-wide private
sector forums and networks.

The Commercia Law Development Program (CLDP) of the Department of Commerce is working with
ECOWAS on avariety of legd mattersincluding the integration of commercid codes in conjunction
with the African Development Bank and the OHADA indtitutions.

SADC: The Southern African Development Community (SADC) launched its Free Trade Area (FTA)
on September 1, 2000. By August 2001, dl 11 of the signatories to the Free Trade Protocol had
ratified the agreement and submitted their instruments of implementation indicating their readinessto
offer the tariff reductions. The FTA will be phased in over alengthy period, with free trade within
SADC on dl 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 overlgpping membership, such as COMESA, EAC and the Southern African
Customs Union (SACU), has chdlenged the integration process.

The U.S.-SADC Forum provides amechanism for regular consultation between the United States and
SADC. Under initiatives agreed to a the Forum, the United States Government has supported SADC
regiond integration, including technical assistance to the Secretariat and SADC member states on
implementation of the SADC Free Trade Area and regiona capacity building on trade policy issues,
including agricultural sanitary and phyto-sanitary issues. In early 2002, USTR announced a multi-yesr,
$8.7 million trade capacity building initiative which will provide assstance to SADC in three aress:
enhancing accessto AGOA benefits; improving intra-regiona and globa trade competitiveness, and
helping SADC agriculturd producers meet global food safety standards.

USAID’ s Regiona Center for Southern Africa continues to support SADC. During the past yesr,
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efforts have focused on strengthening the region’ s ahility to trade with the United States under AGOA
and on ways of usng AGOA to encourage customs reforms necessary to implement the SADC
Protocol.

WAEMU: The West African Economic and Monetary Union (WAEMU), shares acommon language
(except for Guinea Bissau), acommon French-backed currency and smilar adminigrative and
regulatory traditions, and has made sgnificant progressin itsregiona economic integration efforts. In
January 2000, WAEMU's common externd tariff took effect, with rates not to exceed 22 percent,
athough adherence to the tariff structure is not uniform throughout the region. WAEMU has dso
etablished a common accounting system, periodic review of member states macroeconomic policies
based on convergence criteria, aregiond stock exchange, and the legd and regulatory framework for a
regiona banking system. Nevertheless, intra-regiona trade does not appear to have greatly expanded.
The investment environment in some WAEMU countries remains difficult and investors cite the lack of
predictable rule of law and current employment laws asimpediments.

The Treasury Department has provided a resident advisor at the regiona Central Bank (BCEAO) since
1999, working with the Bank and member country finance ministries on problems of debt issuance,
debt management, and creation of a region-wide debt securities market for the eight WAEMU member
countries. Treasury dso is providing technicd assistance in budgeting to the Government of Senegdl.

The USTR and other U.S. Government agencies will host a technical and policy symposium in
Washington for WAEMU commissioners and member country trade and finance minigtersin June
2002. The symposum will include technica ass stance and consultations on policy reforms and
initiatives to redize WAEMU'’ s god of full economic integration, and measures to promote trade and
investment between the U.S. and WAEMU countries. USTR aso concluded aregiona TIFA with
WAEMU in April 2002, establishing anew U.S-WAEMU Council on Trade and Investment. The
TIFA isdready heping to strengthen trade and investment relations between the United States and
WAEMU.

G. Africa’sIntegration into the 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 srengthen its work with African countries through technica assstance and trade capacity
building. The god of these efforts will be to strengthen the capacity of African countriesto participate
more fully in the WTO and to enhance U.S.-African cooperation in the multilaterd 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 countriesin generd have higher tariffs
and fewer market access commitments (especidly in the services sector) than
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countriesin other regions. For example, only one African country isasignatory to the Information
Technology Agreement. This hasimpeded African countries ability to attract investment and to

increase trade, competitiveness, and economic growth.
During the past few years, African countries have become
more active in WTO discussons and in other multilatera
discussions of trade and economics. Thirty-eight sub-Saharan
African countries are WTO members, representing 26 percent
of al WTO membership. Five other sub-Saharan African
countries have observer status.

As part of the WTO' s Built-in Agenda, WTO Members tabled
proposas on agriculture and services. Of the dmodt fifty
proposals submitted on agriculture, African countries authored
or co-authored about one-third.  African countries so
participated in the Services Negotiations that have been hdd in
Geneva. Thelaunch of new WTO negotiaions a Dohalast
year was dso aturning point. Cooperation and coordination
with sub-Saharan African governments played akey rolein the
success of the Doha Minigterid.

AGOA has helped to promote sub-Saharan Africa’s
integration into the multilaterd trading system and has increased
support for new globa trade negotiations. Between June and
November, U.S. Trade Representative Robert Zodllick
consulted directly with many sub-Saharan African Trade
Ministers and Heads of State to discuss WTO and other
matters. Ambassador Zodllick also co-hosted aWTO
Roundtable for Trade Ministers at the October 2001 U.S.
Sub-Saharan Africa Trade and Economic Cooperation Forum
and led asmilar discusson in Doha

USTR, USAID, and the Departments of State, Treasury, and
Agriculture, aswell as other agencies, have provided technical

Sub-Saharan Africa
WTO Members

Angola Mauritania
Benin Mauritius
Botswana Mozambique
BurkinaFaso  Namibia
Burundi Niger
Cameroon Nigeria
Centa African Rwanda
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Chad Seraleone
Dem. Rep. of  South Africa
theCongo  Swaziland

Rep. of Congo Tanzania

Togo
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Zambia
Zimbabwe
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The Gambia
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Guinea Observers
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Madawi Seychelles
Mdi Sudan

assstance to African governments to increase their capacity to dedl with issuesrelated to the WTO. In
addition, USTR, State, Agriculture, and others have enhanced their dialogue with sub-Saharan African
countries on WTO issues.

USAID’s regiond program in West Africa (WARP) completed a seminar series that targeted public
officias and private sector operators throughout the region. The course aimed at increasing the level of
understanding of trade, globalization, and the WTO, with specid reference to the rules-based WTO's
organization, structure, and commitments. One seminar, desgned for government policy makers
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focused on Commitments under the WTO, including Trade-Related Aspects of Intellectua Property
Rights (TRIPS), Trade Related Investment Measures (TRIMs), and the Generd Agreement on Trade
in Services (GATS). Another seminar focused on Transportation in Global and Regiond Trade and
included both public and private sector participants. The third seminar, designed for private sector
participants, presented a cross section of topics related to the WTO and Globalization. Additiond
seminars will be completed thisyear. They will am at increasing the capacity of private sector and civil
society to understanding the implications of supporting appropriate policy choicesin the area of trade.

The Bush Adminigtration recognizes the need for trade-related capacity building and technica
assigtance to ensure that al WTO Members can participate effectively in negotiations and other
activities agreed to & Doha. The United States has contributed $1 million to the Doha Development
Agenda Trust Fund to provide technica assstance to support trade-related capacity building effortsin
developing countries. In addition, the United States has provided more than a million dollarsto the
WTO, through the ATRIP program, for Africa-specific programs, including seminarson WTO
awareness and scholarships for sub-Saharan African trade officids to sudy WTO issues in Geneva
(See Section V for more information on U.S. training and trade capacity building programs that support
WTO agreements and activities.)

Although many countries in Africa have made advances in agricultura trade liberdization, thereis
sgnificant room for improvement. The Adminigtration is working with sub-Saharan Africa, both
bilaterdly and multilaterally, to help promote the market access necessary for trade expanson. The
Adminigration is working with African countries on market access for agricultureinthe WTO. The
Adminigration will continue to encourage increased liberdization through tariff reductions, dimination of
non-tariff barriers, and development of market-oriented trade policies. The Administration will continue
abroad array of initiatives designed to help African countries to better appreciate that protectionism
resultsin sgnificantly higher prices for African consumers while diminating the incentives for innovetion
and greater efficiency among domestic producers.

H. Debt Relief and the Heavily Indebted Poor Country Initiative

Since last year’ s report, African countries have continued to quaify for debt reduction under the
enhanced Heavily Indebted Poor Country (HIPC) initiative. Currently, 26 countries, including 22 in
sub-Saharan Africa, have reached their HIPC decision points, qualifying them to receive HIPC. The
African beneficiaries are Benin, Burkina Faso, Cameroon, Chad, Ethiopia, The Gambia, Ghana,
Guinea, Guinea-Bissau, Madagascar, Mdawi, Mali, Mauritania, Mozambique, Niger, Rwanda, Sao
Tome and Principe, Senegd, SeerraLeone Tanzania, Uganda, and Zambia. Tota nomina debt
reduction under the HIPC initiative for these 22 countries will amount to more than $31 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 may become digible for enhanced HIPC
treatment at alater time. Uganda, Mozambique, and Burkina Faso have reached their HIPC
completion points and received find stock of debt reduction.
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Debt reduction by the U.S. Government, covering 100 percent of the obligations owed by these
countries to the United States, will total nearly $500 million; the U.S. government dso is helping to
finance the cost of reducing the debts owed by African HIPCs to 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 risng levels of investment in health and education.

l. International Financing including FDI and Capital Flows

Sub-Saharan Africa continues to lag behind the rest of the world in attracting Foreign Direct Investment
(FDI). Only about 3 percent of tota investment flows go to sub-Saharan Africa, and the great mgjority
of that is concentrated in the extractive industries, mostly ail, in afew countries.” The smdl size of the
markets in sub-Saharan Africa has contributed to the low level of investment. The average sub-Saharan
African country’s GDP is less than $3 hillion, the equivalent of aU.S. city with a population of

100,000. In addition, the investment climate has been rendered |ess attractive in parts of the region by
physica insecurity, poor economic policies, dilapidated infrastructure, weak human cepitd,
dysfunctiond legd and judicid indtitutions, protectionist trade regimes, and corruption.

Globa FDI appeared to jump sharply in 2001, nearly doubling from $6.9 billion in 2000 to $13.7
billionin 2001. But dmog dl of the increase was attributable to South Africaand primarily reflected
the financid restructuring of an internationd firm. Exduding this restructuring, the figures show a decline
from $6.6 hillion in 2000 to $6.2 hillion in 2001. Roughly 60 percent of this amount went to ail
exporters, the largest recipient being Angola, which accounted for 30 percent.

Portfolio equity flows and grants to sub-Saharan Africa aso declined between 2000 and 2001.
Portfolio equity flows dropped from $0.9 billion to $0.7 billion and grants fll from $10.3 billion to $9.9
billion during this period.

Officid ad flows remained the main source of foreign resource inflows to sub-Saharan Africain 2001.
The World Bank reports that globa flows of officid development assstance (ODA) declined in 2001,
with Africa experiencing a proportiond reduction, though precise figures are not yet available.

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.

" World Bank Global Development Finance, 2002
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V. Trade Capacity Building

The Adminigtration places a high priority on trade capacity building programs and considers them an
essentid part of U.S. trade and investment policy toward sub-Saharan Africa. The objective of these
programs isto assst sub-Saharan African countries to 1) implement trade-related economic reforms, 2)
address regulatory, informational, and procedura obstacles to increased trade, and 3) participate more
fully and effectively in internationa and multilateral trade negatiations. African countries often cite
cagpacity problems, including the lack of human and financid resources, as amgor impediment to
economic and palitica reform and to meeting WTO obligations.

Under AGOA, Congress directed the President to target technical assstance toward a number of
objectives, including promating U.S.-African business linkages, and supporting the efforts of sub-
Saharan African countries to liberdize trade, promote exports, bring their legal regimes into compliance
with WTO standards, make financid and fiscd reforms, address key agricultural issues, and encourage
greater sub-Saharan African participation and commitmentsin the WTO. The Administration has
responded with awide range of technical assistance and trade capacity building programs. For
example, during his February 2002 visit to Africa, U.S. Trade Representative Zodllick announced $3.5
million in new grants designed to help countries in eastern and southern Africa take full advantage of
AGOA. From 1999 to 2001, the United States has provided $192 million in overdl trade capacity
building ass stance to sub-Saharan Africa

A. USTR Activities

USTR is actively involved in the planning and coordination of U.S.-gponsored trade capacity building
programsin sub-Saharan Africa. USTR devel oped the concept for the successful series of AGOA
seminars that have been held in Africa over the past two years and led the interagency delegations that
conducted the seminars. The purpose of these seminarsisto assst AGOA-€ligible countries to
establish the necessary building-blocks and comprehensive Strategies for maximizing benefits under
AGOA. Inthe past year, regional AGOA seminars were held in Cameroon and Uganda and single-
country workshops in Ghana, Kenya, Rwanda, and Ethiopia

The regiona AGOA seminars held in Y aounde, Cameroon and Kampaa, Uganda in March 2002 were
especiadly productive. Thesetwo events, jointly sponsored by USTR and the U.S. Department of
Commerce s Commercid Law Development Program (CLDP), were carried out with funds provided
under the African Trade and Investment Policy program (ATRIP), (see section below). The seminars
focused on strengthening the capacity of central and eastern African countries to maximize benefits
avalable under AGOA and enhancing reform initistives amed a expanding trade and invesment. The
conferences augmented government and private sector capacity to address key economic reforms that
will enhance the ability of countries to benefit from AGOA. The ddegation of presentersincluded
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officids from USTR, the Department of Agriculture, the U.S. Trade and Development Agency, the
Export-Import Bank, the Corporate Council on Africa, the Congtituency for Africa, the African
Development Bank, the African Codition for Trade, the Mauritius Free Port Development Company,
and members from the largest U.S. association of importers and retailers of textile products. More than
300 private sector executives and high-leve officias from severd Centrd African countries attended the
seminar in Cameroon. Over 700 delegates from 15 eastern and southern African countries attended the
seminar in Uganda, in which Ugandan President Y oweri Museveni actively participated.

USTR a0 secured gpproximatdy $1 million in funding under the ATRIP program for two projects
involving WTO training for officias from sub-Saharan African countries. Under these projects, the
WTO will 1) conduct seminars and trade policy training courses on a number of WTO-related topics,
including dispute settlement, 2) develop computer-based training modules on WTO Agreements, and 3)
fund scholarships for 30 sub-Saharan Africans from WTO-member countries to participate in trade
policy courses a the WTO in Geneva. (See the ATRIP Section below for information on other WTO-
related trade capacity building activities))

B. TheAfricaTradeand Investment Policy (ATRIP) Program

One of the main vehiclesfor U.S. trade capacity building effortsin Africa has been USAID’ s Africa
Trade and Investment Policy (ATRIP) program. USAID began implementation of the ATRIP program
in 1998 as a multi-year initiative to promote trade and investment policy reforms and facilitate business
linkages between the U.S. and African private sectors. ATRIP funding ended in fiscal year 2001, though
many of the projects funded under the program will continue into 2003. ATRIP supported projects that
were amed a either providing technica support for policy reform or supporting business networking on
the continent. Between 1998 and 2001, the interagency ATRIP program funded 115 projectsin 31 sub-
Saharan African countries, totding $75 million. The following are examples of ATRIP programsin
2001-2002:

» ATRIPissupporting a program to improve the openness of key African marketsto U.S.-African
trade and investment by: 1) helping African policy makers a both the regiona and nationd level to
better understand the most important congtraints to U.S.-African trade and investment; and 2) helping
African business associations improve their ability to advocate for the key policy and procedure
reforms needed to achieve improved openness. The program aimsto support AGOA by stimulating
and supporting enhancement of policy reforms and facilitating effective utilization of the trade
opportunities offered under AGOA.

» Usng ATRIP funds, USAID isagan sponsoring aseries of WTO awareness seminars to increase
understanding of WTO Agreements, commitments, and benefits. During this past year, seminars
were held in Namibia, Zambia, Ghana, Mozambique, Benin, Senegd, and for ECOWAS. These
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seminars are amed a reaching awide range of African trade officids aswell as private sector leaders
and academics.

» ATRIP hasfunded a series of seminars with sub-Saharan African businesses and government officias
in key AGOA bendficiary countries to assst the companies in developing quaity manufacturing,
standardized record keeping systems, and sustainable working relationships with buyersin the globd
market.

« InMdi, ATRIPisfunding a project that aims to expand markets and increase vaue for traditiona
specidty crops from West Africa. Key African partners are selected from government agriculture
extenson services and NGOs, locd farmer groups, trade association, and their counterpartsin
Burkina Faso and Niger. Asadirect result of this project and related efforts, sesame production has
increased four-fold snce 1998 to approximately 2,000 MT in 2000.

» The Corporate Council on Africareceived a second grant to continue its ATRIP-funded West Africa
Internationa Business Linkages (WAIBL) program. WAIBL aimsto facilitate business linkages
between the United States and West Africaand to serve asa practical vehicle for U.S. and African
companies seeking to conduct trade transactions through the provisionsin AGOA.

* In conjunction with the Small Business Adminigtration’s Export Trade Assistant Partnership program,
the U.S.-based Condtituency for Africaisusing ATRIP funds to increase the involvement of small
and medium-sized U.S. businesses in trade and investment activity with African countries.

C. USAID Initiatives

In 2002, USAID will inaugurate a new, multi-year trade capacity building initiative, entitled Trade for
African Development and Enterprise (TRADE). TRADE will promote globa trade integration and
regiona cooperation by strengthening the ability of African countries and businesses to develop their
export trade. Three regionad Hubs for Globa Competitiveness will provide the overdl coordination of
the initiative. The first Hub will be located in Botswana. Others are planned for Kenya and either Mdi
or Ghana. Each Hub will have a cadre of technica experts who will provide technica support on trade
and investment for countriesin the regions, work actively to ensure that benefits of AGOA are extended
to dl digible countries, and design a trade capacity-building strategy.

Resources flowing through TRADE will promote U.S.-African business linkages, enhance the
competitiveness of African products and services, expand the role that trade can play in African poverty
reduction drategies; improve the delivery of public services supporting trade; build African capacity for
trade policy formulation and implementation; and strengthen the enabling environment for African
businesses.
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The USAID Ldand Initiative and the Federal Communications Commission (FCC) are collaborating on
atelecommunications policy strengthening program. The program strengthens associations of African
regulators; uses experts from the FCC and state level regulatory bodiesto help U.S. and African
univerdity programs on effective regulation; and provides technica assistance to regulators, in more than
twenty countries.

USAID is dso supporting the Integrated Framework for Trade-Related Technica Assstance (IF) in
sub-Saharan Africain avariety of ways, including by contributing to the IF Trust Fund, by partnering
with the World Bank to carry out IF diagnostic work in Mali, and by asssting Mozambique to
maingiream trade into its broader development agenda.

The Globa Technology Network (GTN), funded by USAID and the State Department, works in Africa
to increase private sector linkages between African and American firms. GTN-Africadso links
companies on aregiond level. From April 2001 to April 2002, GTN facilitated over thirty deds, a
record number, including a ded valued at over $50 million. GTN offers avauable serviceto U.S.
companies interested in trading with Africa. GTN aso sponsors business devel opment missons for
African businesses, encouraging partnerships with U.S. firms.

USAID’ sfied offices and regiona centersin sub-Saharan Africa have integrated AGOA into their
programs and are dedicating specific resources for providing continuing assistance to sub-saharan
African countriesin developing AGOA drategies. Working closely with USTR, USDA, U.S. Customs
Service, and U.S. Embassiesin the region, USAID is providing ass stance to sub-Saharan government
agencies (customs, trade and industry departments) and private sector associations.

D. U.S Department of Commerce Commercial Law Development Program

In addition to its partnership with USTR in conducting the AGOA regiona seminars described above,
CLDP isdso conducting severd other trade-related capacity building programsin sub-Saharan Africa,
induding the fallowing:

Wed Africac CLDP isinitsthird year of asssting West and Centrd Africain promoting regiond
integration, economic growth and legd rdiability through the harmonization and skilled implementation of
commercid laws. CLDP sWest Africa program focuses primarily on facilitating cooperation between
regiona organizations, strengthening transnationd and trans-professond linkages among juridts,
practitioners and businesspeople; promoting the development of aternative dispute resolution
mechanisms, increasing intellectud property rights protection; and developing mode commercia
legidation and legd ethics Sandards.
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Nigeria CLDP has been tasked with providing technical assistance and training to the Government of
Nigeriato support efforts to establish alegd framework for the private sector, improve investor
confidence, open markets, and help build democratic inditutions. Specific activities include support for
five sectors: 1) intellectud property rights, 2) public procurement, 3) government ethics, 4) project
finance, and 5) regulatory reform and adminigtrative processes.

Angola CLDP isassging the Angolan government in improving the timely and equitable resolution of
commercid disputes by introducing the Angolan legal community to modern case management
techniques that ensure that litigated matters are handled promptly and fairly.

E. U.S CustomsService

The U.S. Customs Service continues to provide technica training to government officias from
beneficiary sub-Saharan African nations. U.S. Customs officers traveled to Ghanain May 2001, and
Ethiopia, Rwanda, and Ugandain July 2001, to provide technica training on the establishment of an
effective visa system and enforcement procedures to prevent unlawful

transshipment. The training sessions discussed illegd textile transshipment prevention, U.S. Customs
regulations, factory production verification vists, cusoms investigations, and trade data collection and

reporting.

In May 2001, a representative of the Customs Service addressed an audience of African Ambassadors
to the World Trade Organization in Geneva, Switzerland on enforcement of AGOA’s gpparel
provisons.

F. U.S. Department of Agriculture

The United States Department of Agriculture (USDA) conducted a series of seminars for SADC,
COMESA, and WAEMU on agriculturd trade policy and sanitary and phytosanitary (SPS) issues. The
project is helping African countries to build agricultura trade cgpacity and provides assistance on
technicd agriculturd issues. USDA conducted three WTO training programs for African trade policy
officas; three technical training seminars for African regulatory officials on pest risk assessment
procedures, and isin the midst of sponsoring three public and private sector agricultural trade policy
forums aimed at generating policy recommendations for improved SPS regiond cooperation. USDA’S
series of seminars have helped to strengthen U.S.-African trade relations and to encourage cooperation
and understanding on agriculturd trade issues.

USDA will continue to work with African countries to ensure that plant, anima, and human hedlth
measures are based on sound science and minimize negative trade effects. USDA is discussing those
areas where technica assstance and training in risk assessment, risk management, and risk
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communication could enhance food safety objectives and facilitate trade between Africa and the United
Staes. Effortsto develop internationa plant, animal, and food safety standards complement ongoing
activitiesin Africa undertaken by international organizations, such asthe WTO, FAO, and Codex
Alimentarius
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V1. Technical Assstance and Other AGOA-Related Activities

In March 2002, President Bush announced that the United States will create a separate development
assistance account, the Millennium Chalenge Account. This account will be funded by increasesin the
budget beginning in fisca year 2004. The Millennium Fund Account is designed to rise up to $5 hillion
per year starting in Fiscal year 2006, which represents a 50 percent increase over the approximate $10
billion in exigting U.S. development assstance. The Millennium Chalenge Account is designed to help
Spur economic growth in developing nations that are demondrating a commitment to rule justly, invest in
their people, and promote economic freedom.

A. USAID Technical Assistance

USAID isthe primary agency within the U.S. Government involved in providing development assistance
to sub-Saharan Africa. However, many other agencies dso provide technica and capacity building
assstance through use of their own resources or with funding from USAID. Additiona assstanceis
provided by internationa financia indtitutions to which the United Statesis a mgjor contributor.

USAID hasfidld offices throughout sub-Saharan Africa. These offices operate 22 bilateral assistance
programs and three regiond programs. Theregiond programs—in East, Southern, and West Africa—
work with regional organizations and are responsible for activities that are regiond in nature. USAID’s
gpproach to development assistance is based on promoting comprehensive economic growth through
support for economic and related inditutiond reforms, policy anayses, technical assstance and training.
In addition, emergency relief is structured to help nations make the trangition to sustainable devel opment.
USAID emphasizes anumber of srategic objectivesin its program for Africa, including agricultura
development, hedlth (including HIV/AIDS), basi ¢ education, and economic growth. Most of USAID’s
economic growth programs support activities that promote economic reform and private sector
development. These programs help to create a supportive environment for trade and investment.
Examples of USAID development assstance are included below and in other sections of this report,
including the country summariesin Chapter IX.

In southern and eastern Africa, USAID isimplementing the Southern Africa Regiona Biosafety Policy
Development project. This program focuses on the technica training necessary to develop and
implement science-based biosafety regulations as required in internationa agreements such asthe WTO
Sanitary and Phytosanitary (SPS) and Codex Alimentarius Agreements aswell as the Cartagena
Protocol on Biosafety. This regiona approach enables the program to support regiona cooperation and
harmonization of biosafety regulations, agod of SADC.

USAID continuesto assst the Southern Africa Enterprise Network (SAEN), aregiond grouping of
African entrepreneurs who are committed to private-sector led economic development and regiona
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integration. SAEN brings together nationa networks in Botswana, Lesotho, Madagascar, Maawi,
Mauritius, Mozambique, Namibia, South Africa, Swaziland, Zambia, and Zimbabwe. USAID’ s support
helpsto promote informa diaogue between the different groups under the banner “The SAEN Dialogue
Project”, which includes tracking relevant parliamentary debates, researching issues, holding discusson
groups, and hogsting amonthly radio program where non-political issues of importance to private-sector
development can be openly discussed with other stakeholders.

USAID runstwo globd credit programs, designed to encourage the use of credit and expand financia
sarvices in underserved markets: the Development Credit Authority (DCA) and Micro and Small
Enterprise Development (MSED) programs. In Africa, USAID has along history of using credit to
mobilize locd capitd to fund development activities. DCA which dlows USAID missonsto partner
with private sources of capital to mobilize resources for investments that support country-specific
development objectives, patidly guarantees $85 million in locd lending in Six activities. The MSED
program, a series of credit enhancement activities, is currently active in Kenya, Ghana, Ethiopia, South
Africa, and Senegd. For just over $1 million, USAID mobilized $10.5 million in micro and smdl
enterprise lending to over 400 borrowers. Two additiona projects are currently being planned, onein
Rwanda and onein South Africa

USAID/South Africa, which has the largest DCA portfolio in Africa, manages anumber of projects.
One of these projectsisto buy distressed municipa debt and provide technica assstance to the
municipdity. This carefully managed program has helped cregte alively market for buying municipd
bonds and improving capacity in that sector. Another USAID/South Africa project concentrates on the
revitdization of the City of Johannesburg by partidly supporting loans to improve water and sanitation
services and to increase middle-income housing stock in the urban center. USAID intervention is widely
viewed as the catayst for Johannesburg's recent revitalization. In another project, USAID/South Africa
has provided a South African financid inditution with a guarantee to provide loans and technica
assigtance to small and medium-sized contractors, thus facilitating job crestion, housing congtruction, and

capacity development.

The Education for Development and Democracy Initigtive (EDDI) is an interagency presdentid initiative
composed of USAID, State Department, Peace Corps and other U.S. government agencies. It
supports comprehens ve educeation interventions that promote human capacity development leading to
sustained economic strengthening. Launched in May 2001, EDDI’ s Economic Entrepreneurid
Development Center contributes to private-sector-led economic growth in Africa by strengthening the
skills of people dready in business and providing training to other individuds, especidly students,
aoiring to enter the businessworld. The program is being implemented through a series of internships,
ingtitutiona exchanges, workshops, and seminars for sub-Saharan Africans,

The Specidty Coffee Promotion in Eastern Africa project run by USAID aims at enhancing the market
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potentia of high-grade specidty coffeein Ethiopia, Kenya, Rwanda, Uganda, Tanzania and Burundi,
facilitating trade within the sector, and increasing returns to coffee producers. Working to strengthen the
East African Fine Coffees Association (EAFCA) to make it a self-sugtaining private sector entity, the
project looks into ways of connecting producers with the speciaty and gourmet coffee marketsin
Africa, North Americaand Europe. The project aso has considered establishing an East African
Speciaty Coffee Exchange as asubsidiary of EAFCA, which would be responsible for setting standards
and disseminating price and trade information in atrangparent manner.

B. Sustainable Development, the Environment, and L abor

The Environmenta Protection Agency (EPA), aswdl 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 strategy for
sub-Saharan Africain 1998 based on urban and industria issues with afocus on urban environmenta
hedlth, and isimplementing activities under this srategy. Under one such activity, EPA hasinitiated a
technical assistance and public outreach program with South Africa and is working with the World Bank
in other regions of sub-Saharan Africato assst in nationd plans to phase out lead in gasoline. In another
activity, EPSis promoting sound management of pesticides and other chemicas. The project provides
computers, Internet access and training to chemica's management officials and other stakeholders. The
project has been completed in Mali, Nigeria, Tanzaniaand Cote d'Ivoire, and is being expanded to
other countries in the region.

In addition, EPA is assgting South Africato develop nationd and provincid environmenta capacity.
Activities include community-based solid waste management programs in target townships, support for
community-based environmenta organizations, training on environmental impact assessments and
environmenta management for the mining sector, and increased access to environmenta information.

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

The Nationd Oceanic and Atmospheric Adminigtration (NOAA) of the Department of Commerce dso
has implemented a number of projects involving African countries, incuding:

. The GLOBE Program (www.globe.gov) is a school-based internationa science and education
program. Students at GL OBE schools, including 15 in sub-Saharan Africa, take a core st of
environmental measurements that have been sdected by the world science community as
providing useful data for their research.
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. Globd Climate Change: NOAA as0 has conducted scientific exchanges with various
organizations in sub-Saharan Africa to advance marine research

. African Process for the Development and Protection of the Coastd and Marine Environment
with Céte d'lvoire, Ghana, Kenya, Mozambique, Nigeria, Seychdles, and South Africa: This
program asssts sub-Saharan African countries in achieving sustainable management of their
coastal and marine environmental resources.

. Cooperative Air Sampling Network with Namibia and the Seychelles: The network is an
internationd effort which includes regular discrete samples from the four NOAA Climate
Modeling and Diagnostics Laboratory baseline observatories, cooperdtive fixed Stes, and
commercid ships.

. World Area Forecast System with Niger and South Africa: This program has ingtalled
meteorologica workgtation and communications systemsin Niger and South Africa

. African Center of Meteorologicd Applications for Development : This program helpsimprove
early warning capability and the development of better gpplications for usein agricultura
production, food security issues, water resources management, and public health and safety.

Labor

The Department of Labor (DOL) implements or funds implementation of a number of programs amed at
asssting sub-Saharan African countries with labor-rdated issuesincluding indudtrid relations, aswell as
programs to help governments combat child labor including the worst forms of child labor. Since 1995,
DOL has contributed atotal of $239 million for projects in developing countries. DOL provides funds
to the Internationa Labor Organization’s International Program on the Elimination of Child Labor (ILO-
IPEC) to support efforts to combat exploitative child labor, and has thus far contributed $112 million to
ILO-IPEC. In 1998, DOL began implementing technica cooperation projects in other labor-related
aress and, since FY' 1999, DOL has contributed atotal of $127 million to these projects. Currently,
DOL funds projectsin four basic areas:

. Internationa Child Labor Program: These projects support the removal or prevention of over
225,000 children around the world from engaging in exploitative work, place them in schools
and provide ther families with dternative income-generating opportunities.

. Improving Economic Opportunities and Income Security for Workers: This program area seeks
to promote workforce development, strengthen socid safety nets, and improve workplace safety
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and hedth, thereby strengthening support for economic reform and trade liberaization.

. Protecting the Basic Rights of Workers: Projectsin this program area assst developing
countries to put in place basic protections so that workers everywhere can enjoy fundamental
worker rights that are crucid to building a strong and stable globa economy.

. Internationd HIV/AIDS Workplace Education: Thisinitiative seeks to reduce the incidence of
HIV/AIDS infections through workplace-based education and prevention programs, and to
improve the workplace environment for people living with HIV/AIDS.

Since 1995, DOL has provided over $37 million of funding for 27 projects covering 22 countriesin sub-
Saharan Africa. The projects have a wide scope and include an initiative to eiminate the worst forms of
child labor within a set time period in Africa; programs to improve labor-management relaions and
strengthening labor laws; a child trafficking prevention project; and workplace-based HIV/AIDS
programs.

C. Trangportation and Communication Infrastructure Development

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

Transportation

The Department of Trangportation (DOT) has been aleader in working with the governments of sub-
Saharan Africato develop the infrastructure needed for a competitive and hedthy economy. DOT’s
efforts have included the Safe Skies initiative and a substantive package of technica assstance and
traning. DOT has worked with awide range of government agencies and non-governmental
organizations, including the Organization of African Unity, World Bank, Overseas Private Investment
Corporation, the U.S. Trade and Development Agency, USAID, the Congtituency for Africa, and the
Corporate Council on Africa, to explore possibilities for cooperative efforts and to look a how DOT’s
programs in Africa can complement those dready in place. 1n 2002, DOT is continuing a broad range
of initiatives to support infrastructure development in sub-Saharan Africa. Projects include;

. Nigeria Trangportation Project: DOT has formulated a program of technical assistance and
training to support Nigerids efforts to improve its transportation system. With $4.3 millionin
funds from USAID, DOT isimplementing a project involving aviation safety and security,
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assgance in privatizing port services, port training, and technica assstance to develop an
oversght sysem. Implementation efforts have involved visits of two aviation teams, one
oversght team, and a maritime team (port privatization). The efforts have been successful,
resulting in the lifting of the aviation security ban in December 1999, the Signing of an open skies
agreement, and a Memoranda of Cooperation with Nigerias Aviation and Transportation
Minigtriesin August 2000. In January 2001, DOT approved 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 isto 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 dso complements U.S. Government
efforts to conclude "open skies' civil aviation agreements with key African countries and to
promote code-share agreements between U.S. and African airlines. Specific godsinclude:
increasing the number of sub-Saharan African countries that meet Internationa Civil Aviation
Organization (ICAQ) safety standards, improving airport security at airports within the region;
and improving regiond air navigation services. The U.S. roleis as atechnicd advisor and
fecilitator of actions to be taken by African countries, in partnership with the private sector,
regiond inditutions and internationd civil aviaion organizations.

DOT isdso working with the World Bank in its efforts to assst the nations of Africato improve
aviation safety and security on aregiond basis. Senegd istheinitia 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.

The U.S. Government has sent teams to conduct surveys of the aviation needs of severd sub-Saharan
African countries and is assisting 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 outside of this
group, through FAA technica assstance and training programs.

TDA Trangportation Activities

Infrastructure projects are the basic building blocks of economic growth throughout the region and will
lay the foundation for Africato become a vibrant market in the near future. The U.S. Trade and
Deveopment Agency (TDA) has worked extensively in dl mgor economic sectors— including rail and
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port, telecommuniceations, aviation, environmenta and power generation — to assst sub-Saharan Africa
prepare for the benefits of AGOA. TDA has worked extensvely to implement a number of
transportation related initiatives and projects, these activities include:

. TDA and the Department of Transgportation have brought officids of some of the Safe Skies
countries to the United States to devel op work plans based on surveys of their aviation sectors.
The officids of these countries dso vidt U.S. arports and aviation facilities and meet with
vendors and contractors of aviation-related services. Under thisinitiative, TDA has supported
orientation visits with key decison-makers from Kenya, Tanzania, Namibia, and Cape Verde.

. SADC Air Traffic Management and CNS/ATM Trangtion Plan: TDA has committed $600,000
for amgor cost-shared feasbility project for upgrading regiona air traffic management through
the Trangportation Commission of the Southern Africa Development Community. The feasibility
study will provide aroadmap for the region to move from aterrestrial-based airspace
management system to a space-based system. The United Statesis competitive in the
equipment needed to implement the systemn, and when fully implemented, it will offer totd
argpace coverage, dlowing the member countries to collect greater overflight fees, thereby
increasing revenues.

. East Africa Trangport: TDA has launched a Definitional Misson on modernization of the
Kenyan, Ugandan and Mozambican rail-to-port cargo trangport operations, which involves
assessing improvements to trangport operations across borders. TDA feashility funding is
expected to follow.

. TDA has continued its involvement in the Sefe Skiesfor Africa Initiative with DOT, sponsoring

an orientation visgt to Washington, D.C., Northern Virginia and Oklahoma City, OK for 12
decision-making representatives from Mali, Cameroon and Angola. The focus of the orientation
vidgt was improving aviation safety and security in ther repective countries.

. TDA provided grants to fund the expansion of the Entebbe Airport in Uganda, the Luanda
Internationa Airport in Angola and the LaMercy Airport in South Africa to improve passenger
and cargo facilities to better take advantage of AGOA export opportunities.

. TDA provided technica assstance to the Airports Company South Africareated to the
development of noise andysis sandards and specifications for the procurement of equipment for
flight monitoring sysems.

. TDA is currently reviewing atechnica assistance opportunity with the Cameroon Civil Aviation
Authority to assg in the arrangement of anew concesson agreement focusing on obtaining
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capitd investment from private investors.

. TDA provided agrant for afeasbility study for the modernization and expansion of the
Bamako-Senon Airport.

Transportation Technical Assstance and Technology Trandfer

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
transportation infrastructure.

. The Federa Highway Adminisration (FHWA) has established a technology exchange center in
South Africaand Tanzaniafor locd officias to sdlect technologies that meet their pecific needs
in building and maintaining their roads. The center provides a venue to promote U.S. highway
technology, to develop linkages between U.S. and South African private sectors, and to train
gpecidigs from both countries, who can learn from the technology and expertise of their
counterparts.

. The Federd Trangt Adminigration (FTA) isworking in South Africato establish training
programsin urban and inter-urban passenger trangport. FTA aso plans to work with South
Africa's Department of Transportation to develop a series of regiond coordinated transportation
systems through providing training, technical assistance, and professiona exchanges.

. The Federd Railroad Adminigtration (FRA) has aso become involved in technology sharing
programsin Africa. FRA is providing on-Ste advisory teams and technical assstance programs
for the Southern AfricaRail Association. FRA aso plansto assst African railroads in obtaining
an autométic rail freight car identification and fleet management system.

. The Research and Specid Programs Adminigration (RSPA) is offering technical assstance to
African countries in the areas of hazardous materias transportation safety and safe trangport of
goods by pipdine. Such assstance would have severa important benefits, including increased
safety, harmonization of trangportation regulations with internationa requirements, and grester
market accessfor U.S. businesses.  In addition, RSPA is exchanging information on
transportation research and development projects with African countries in an effort to enhance
the cost effectiveness of research programs.

. In light of the recent success of Mdawi in trandferring its railways to private management,
USAID/Mdawi has implemented a program to promote the development of public and private
partnerships for other infrastructure projects. The underlying objectives of this program are to
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andyze the causes and potentia remedies of factors that contribute to very low industrid |abor
productivity and exceptiondly high transport costs in Madawi; promote a more effective dialogue
and create problem-solving channd s between the government and the private sector; and
gtrengthen regiona business associations that do not currently have an adequate voice in the

capitdl.

Communications I nfrastructure

The information and communication environment in Africatoday is generdly characterized by anti-
competitive policies and nascent regulatory capacity, limited infrastructure, obsolete equipment, and
severe shortages of I T-cgpable workers and indtitutions. This has led to high prices and restrained
access to essentia information and communications services for millions of African businesses and
individuds. 1t has dso sgnificantly limited economic growth. However, Africais showing Sgns of
improvement, with more and more governments restructuring their telecommunication sector, privatizing
their nationd operator, setting up separate regulatory ingtitutions and embracing pro-competitive policies
and regulatory regimes. The results are beginning to show, as indalations of cdlular lines now exceed
traditiona land lines; prepaid services and “Cdler Pays’ tariff structures are making telephone services
affordable for thousands of small merchants and other business operators, and text messaging and other
advanced services are now rolling out in a number of countries.

U.S. Government agencies continue to be strong proponents of liberdization and privatization of this
sector. USAID and the FCC cooperate closely to provide technical assstance and training in support
of pro-competitive policy objectives.

The USAID Ldand Initiative is the leading component of the U.S. Government's effort to bring the
benfits of the information revolution to the people of Africa. The Ldand Initiative mohilizes non-
traditional development partners such asthe U.S. technology industry, U.S. and African universities,
NGOs and othersto help build policy and regulatory capacity and improve the communications
infragtructure in Africa. The Leand 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, 24 partner countries are adopting substantive reforms to their
telecommunications policy frameworks, for example, cost-based tariffing has resulted in price reductions
of up to 80 percent for Internet access and more than 200 private Internet service providers have
commenced operations in Leland countries. Under the initiative, experts have ingtalled high-speed
nationa Internet gatewaysin 11 countries (Mai, Mozambique, Madagascar, Mdawi, Eritrea, Uganda,
Rwanda, Guinea, Cote d'lvoire, Ghana, and Benin) and connected scores of user ingtitutions. Modern,
trangparent information practices (e.g., citizen email hotlines, dection adminigtration, judicia reform) are
being adopted by the democracy advocates and stakeholdersin severa leading countries. Leland
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initigtive trainers have trained more than 1,500 user indtitutions, and hundreds of thousands of Africans
now use the Leland Internet to redlize 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 afree information
technology (IT) and e-commerce software tool to help businesses, particularly in developing countries,
to assesstheir I'T usage and plan future projects. The tool was created to help stimulate demand for U.S.
IT products and services in developing country markets.

The U.S. Trade and Development Agency (TDA) has dso provided technical assistance and training in
support of U.S. and African policy objectives to improve the communications infrastructure in Africa
Some of the projects that hold the grestest potentid include the following:

. Nigeria Spectrum Management: TDA provided a grant to the Nigerian Communications
Commission (NCC) for technica support and afeasibility study to determine how Nigeria can
most effectively manage the frequency spectrum to expand wireless tel ecommunications access.
NCC is currently implementing the recommendations of the study.

. Mauritius Ports Authority I T Implementation Plan: TDA provided atechnical assstance
grant to the Mauritius Ports Authority (MPA) to develop a detailed implementation plan for the
modernization and expansion of MPA'’s information technology network and systems. The goa
isto more thoroughly integrate MPA'’s eectronic processing and automated management
platforms. Successful implementation of the assstance will dlow for better processing of both
imports and exports from Mauritius.

D. Energy Infrastructure Development

The U.S. Department of Energy (DOE), in conjunction with USAID and other U.S. agencies and
organizations, is promoting the adoption of regimes that will facilitate non-discriminatory accessto
foreign energy service providers across the entire value-chain of energy services. Energy services
involve awide range of activities, from exploration of energy resources to generation, transmission, and
distribution, to marketing and trading of energy, and to services promoting the clean and efficient use of
energy necessary to obtain, convert, and deliver energy resourcesto end users. Asthe U.S. economy
has expanded, deregulation and privatization have led to the unbundling of energy servicesin many sates
and to greater increases in the energy services sector. The potentid for enhancing this sector for future
internationa trade islimited by the barriers that prevent equitable access and cultivation of foreign energy
systems and their natural resources for win-win reaionships.
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The U.S-African Energy Partnership was organized to integrate DOE' s bilaterd and multilatera energy
cooperation with African countries and organizations, including SADC and ECOWAS. Cooperation
encourages interactions among African energy ministers and heads of multilateral organizetions to
promote an increase in the availability of investment and necessary energy technologies through sound
policies. These interactions and activities, in turn, will help promote economic prosperity in African
nations and benefit both Africans and Americans. With the increased economic viahility in various
African countries and an attractive regulatory and investment climate, U.S. businesses will be better
positioned to increase exports of goods, services and technology to growing economies in Africa

Primarily through a USAID interagency agreement, DOE continues to work with the Government of
Nigeria on various energy reform issues, including the privatization of nationd utilities and pricing
liberdization to promote open markets, expanded energy resource exploration and devel opment,
renewable energy technology deployment, natura gas market development, and energy services. DOE
has aso participated in technica consultations with representatives from Botswana on clean cod
technology.

DOE has played aleading role in the work of the Climate Technology Initiative, a cooperative effort of
the Organization for Economic Cooperation and Development/Internationa Energy Agency countries, in
part by funding technical support to developing country parties for needs assessments, astheinitid phase
of the technology transfer process. These needs assessments identify technologies that are useful in the
climate change effort, as well as addressing important economic development priorities of the developing
country partner. DOE is sponsoring technica support for such activities in Mauritius, South Africa,
Ghanaand Nigeria

In Mauritius, an agreement has been reached with the Mauritius Sugar Authority to undertake a
$500,000 system-wide assessment of bagasse and technology improvement options to increase the
efficiency of bagasse generation in Mauritius. In South Africa, a USAID-funded project is promoting
solar water heaters (SWH) and is being implemented by DOE’ s Nationad Renewable Energy
Laboratory. The project seeks to raise low- and middle-income consumers investment in SWH
technology and to displace the less desirable paraffin (kerosene) and cod. In Ghana, initid technology
priorities were developed for the energy and solid waste digposal sectors. These prioritiesinclude a
wide range of end-use energy efficiency technologies, solar and biomass energy for rurd applications,
and landfill methane capture technologies. Additiona meetings will be held with the private sector and
donor community to refine an investment promation Strategy.

DOE will asss the Government of Nigeriain two areas indudtria generation in the wood processing

sector and improved health care ddlivery through energy efficiency and renewable energy applications.
These projects are expected to begin May 2002.
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Asaresult of aMemorandum of Understanding between DOE, contributing a $100,000 grant, and the
Oversess Private Investment Corporation, contributing a $300,000 loan, a Village Sun Ovens project is
being implemented near Kampala, Uganda. This project will provide an environmentally friendly solar
option for cooking, displace the practice of burning firewood for fuel, and reduce deforestation..

Multilaterdly, the DOE continues to work principaly through the Energy Minigterid diaogue process.
The third AfricarU.S. Energy Minigteria will be held on June 3-4, 2002, in Casablanca, Morocco and
will focus on energy security and regiond integration issues that will promote energy partnerships. At the
Casablanca Minigerid, the Energy Minigers will revisit the Tucson Investment Principles and Clean
Energy Development Principles to evauate the progress of and hindrances to implementation and efforts
to promote increased private investment in the energy sector. The Ministeria Meetings have drawn
participation from 30 AGOA beneficiary countries and from other governmenta, private, and non-
governmentd organizations.

Through USAID, DOE has participated in aspects of the Zambia Privatization Agency’s (ZPA) study of
options for private sector participation in the Zambia Electricity Supply Corporation. The project
involves evauaing the need and urgency for restructuring and privatization and identifying options;
developing an indtitutiond, legd and regulatory framework; conducting an asset survey and market
vauation; assessing socid impact issues; identifying magor environmenta issues; and developing an action
plan. In March 2002, Zambian regulators participated in a DOE-sponsored Regulators Conference in
Miami and in bilaterd discussions with DOE experts.

The USAID regiond mission in West Africais collaborating with ECOWAS on the formation of the
West Africa Power Pool (WAPP), as mandated by the ECOWAS Heads of State at their annual
mesting in Lome, Togo in December 1999. USAID assistance to WAPP is geared toward data
callection and analysis of future investment needs, with the use of a generation and transmission planning
modd; logistica support for the ECOWASWAPP Project Implementation Committee (PIC); sdected
training in the U.S. and workshops in West Africa (on subjects such as lessons learned from the
Southern African Power Poal); and studies and technical assistance 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 from the initia design of the power poal through
actud establishment of the WAPP.

The West Africa Gas Pipeline Project, implemented by USAID/Ghanaand ECOWAS, is the mainstay
of the region’ s strategy to boost non-traditiona energy exports, diversfy industria structures, cregte
regiond markets, and initiate a collaborative approach to sustainable resource exploitation, while
addressing key environmental concerns. Each country participant is working on developing the
indtitutional capacity to effectively negotiate and manage its aspects of the multi-nationa project. The
pipeline, to be financed principaly by U.S. and European investors, will monetize and deliver previoudy
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flared offshore Nigerian gas to power-generating stations in Ghana and € sawhere and help to create
greater domestic demand for natural gasin Nigeria.

The U.S. Trade and Development Agency (TDA) aso funds energy infrastructure development. TDA
continues to support power generation throughout sub-Saharan Africa while continuing to look for
environmentaly friendly options. TDA has recently sgned severd grant agreements to undertake
feagbility sudiesin support of thisinitiative. Some examples of TDA'’s energy-rdated projects include:

. Djibouti Assal Geothermal Power Project: TDA provided funding for the development of
geotherma energy production in Djibouti. The U.S. sponsors of the project are currently
arranging equity and debt financing.

. Geothermal Conferencein Nairobi, Kenya: TDA isfunding a conference on geotherma
energy production for Rift Valey countriesin the summer of 2002. This conference will bring
U.S. expertsin geothermd exploration and development together with various African Ministries
of Energy, which should lead to more geotherma power production in the Rift Valey region.

. Kenya Power Transmission Projects. TDA provided a grant to the Kenya Power and
Lighting Company to contract with aU.S. contractor to examine four priority transmission
projects that will assist ddlivery of power to the rural aress of Kenya

. Ghana Biomass Power Generation: TDA isreviewing a proposa by aU.S. company to
develop a biomass power generation facility in Kumed, Ghana. If the study proves feesble, the
model may be used throughout sub-Saharan Africa

. South Africa Power Generation Project: U.S. Trade Representative Robert Zodlick signed
an agreement on behaf of TDA to fund most of a nearly $900,000 feasibility study for anew
power plant in South Africa.

E. HIV/AIDS

HIV/AIDS is a significant problem throughout sub-Saharan Africa, and particularly in southern Africa
The HIV/AIDS pandemic is expected to have devastating consequences for economic growth aswell as
for the socid dructure of Africa The United Nations estimates that 28.1 million Africans are living with
HIV/AIDS. Of these, over half are women. Y oung people (age 15-24) are dso particularly vulnerable.
Indl heavily infected countries in the region, mortdity is il increasing and will continue to do so through
2020. Some countries such as Botswana have dready experienced a severe 10ss in manpower, a
sgnificant proportion of which isin highly skilled professions, such as teachers, nurses and managers.
Theloss of skilled manpower, coupled with the reduction in domestic savings and investments, dampen
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the prospects of economic growth. It isimperative to recognize, though, that in most African countries,
more than 90 percent of workers are not infected with HIV. In other words, thereis till time to prevent
and mitigate the impact of the epidemic. In highly affected countries, the United States is working to
scae up prevention measures and to undertake strong actions to mitigate the severity of the epidemic’s
impact. Some countries, such as Uganda and Senegal, have seen rates of new infections decline through
concerted educationd programs.

The Adminigration will continue to give ahigh priority to HIV/AIDS in its Africa development and trade
policy. Presdent Bush has directed the Office of Nationd AIDS Policy to have an increased focus on
the international components of the disease and to work closaly with the Departments of State and
Hed th and Human Services on policy recommendations on the internationd front. The Presdent dso
created a new high-level 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 Nationa Security
Advisor. The U.S. government continues to lead the internationd fight againg HIV/AIDS, increasing its
budget from $360 million in fiscal year 2000 to $988 miillion in fiscal year 2002. For fiscd year 2003
the President has requested $1.1 billion for international HIVV/AIDS programs.

In May 2001, the President announced that the United States would provide significant funding for a
new Globa Fund to Fight HIV/AIDS, Mdaria, and Tuberculosis. The United States has made the
largest pledge to the Fund: a $500 million pledge, consgting of $100 million in fiscd year 2001, $200
million in fisca year 2002, and an additiond request of $200 million in the fiscal year 2003 budget. The
Administration will work with the G-8 and private foundations, corporations, faith-based groups, and
other organizations, to generate additiona support for this globd effort.

USAID has dso subgtantialy incressed its financia support for fighting the HIVV/AIDS epidemic, with
gpproximately 50 percent of its overal HIV/AIDS budget going to Africa. In fiscd year 2003,
USAID’s overdl HIV/AIDS budget is $640 million, an approximately 32 percent increase over the
fiscal year 2002 level, and a 47 percent increase from fisca year 2001 level. The USAID HIV/AIDS
budget for Africain fiscal year 2002 is gpproximately $183 million, a 17 percent increase from fiscd
year 2001.

USAID has an “expanded response” drategy to HIV/AIDS. This strategy is designed to enhance the
capacity of developing countriesto prevent an increase in HIV/AIDS and provide services to those who
are ether infected or otherwise affected by the epidemic, such as orphans, vulnerable children, and other
family members. Toward these ends, USAID is strengthening its financid and technica support to
selected countries. In designated African countries, the expanded response supports three gods: 1)
reduce HIV prevalence among 15-24 year olds by 50 percent; 2) ensure that at least 25 percent of
HIV-pogitive mothers have access to interventions to reduce HIV transmission to their infants; and 3)
ensure that countries can provide basic care and psychosocia support servicesto at least 25 percent of
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HIV infected personsin high prevaence countries. The expanded response countries are selected on
the bad's of arange of epidemiologica and other criteriaand will be reviewed regularly in light of new
data

In order to show results, USAID has adopted a strategy of focusing on afew countries and helping them
scde up interventions proven to be effective in preventing the epidemic. In addition, a multi-sectord
gpproach is being promoted and adopted by severa countries. USAID has regiond programsin Eas,
Southern and West Africathat are supporting cross-border initiatives that focus on policies and
programsin border areas to help prevent the spread of the epidemic.

USAID grongly believes that the private sector has an important role to play in preventing HIV/AIDS
and mitigating itsimpact. In 1999, USAID organized a roundtable on private sector participation in
HIV/AIDS programsin Africa. At that time, the response of the private sector was lukewarm because
HIV/AIDS had alimited impact on profits. As the evidence of the negative impact mounted, USAID, in
collaboration with the Brookings Ingtitute, organized another discussion with the private sector in June
2001. The presentations at that meeting formed part of the recommendations of the Task Force on
HIV/AIDS formed by the Corporate Council for Africa (CCA).

More recently, USAID has launched an initiative that will help establish a codition of private sector
companiesin & least two countries. These coditions will work with the public sector with the objective
of improving workplace policies and programs and transferring the core competencies of the private
sector to public sector HIV/AIDS programs. These coditions will also help accelerate the
implementation of the CCA Task Force report. In addition, USAID prepared a best practices paper
entitled, “How Are African Businesses Responding to HIV/AIDS,” in preparation for the HIV/AIDS
session of the October 2001 U.S.-Sub-Saharan Africa Trade and Economic Cooperation Forum.
Additiona papers dedt with the impact of HIV/AIDS on AGOA objectives and how Minigtries of
Finance and Trade are responding. As afollow-up to the Forum, USAID through the University of
Natd is gponsoring an HIV/AIDS session at the June 2002 World Economic Forum in Durban, where
1000 African participants including high leve officids from key economic ministries will attend.

At the country level, South Africais an example of USAID and the private sector, both loca and
multinationa, working together to create jobs, promote economic growth and address HIV/AIDS
issues. In order to address poverty more effectively, USAID developed a new strategy that emphasizes
increasing market-driven employment opportunities for the previoudy disadvantaged. The program has a
two-pronged approach: promoting growth of non-agriculture smal, medium and micro enterprises
(SMMES) in urban and peri-urban areas, and promoting the growth of small-scale busnessesin rurd
areas.
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The results of the new program are extremely encouraging. In 2000, historicaly disadvantaged smdl
and medium firms conducted $20.4 million in business transactions with large corporations.
Approximately 4000 new jobs were created. HIV/AIDS activities were incorporated in all
microenterprise activities aswdl asin other programs. Similarly, in other countries such as Tanzania
and Zambia, USAID is helping establish the Business Councils. These Councils are being sengitized to
promote HIV/AIDS activities.

Other agencies such as the U.S. Export-Import Bank and the Departments of Commerce, Labor, and
Trangportation dso have HIV/AIDS rdated initiatives. Commercid Service officesin Africahave
actively engaged with U.S. firms and local business organizations to establish HIV/AIDS education and
prevention programs for their employees. The offices have organized seminars on the subject to
encourage businesses to do more counsdling and prevention activities.

Additiondly, the U.S. Maritime Adminidration isamember 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 trangportation personnd and
ther families. An Advisory Group of the Maritime Alliance on HIV-AIDS was formed with the god of
educating seafarers and port operatives on the dangers of AIDS and informing them of proper
prevention methods.

Department of Hedlth and Human Services (HHS)

The Department of Hedlth and Human Services (HHS) is dso committed to addressing HIV/AIDSin
sub-Saharan Africa. Thefiscd year 2002 HHS budget for globa HIV/AIDS was $343 million and
included $188 million for the Nationd Ingtitutes of Hedth (NIH) and $155 miillion for the Centersfor
Disease Control and Prevention (CDC), including $3 million for the Hedlth Resources and Services
Adminigration (HRSA). The proposed fiscd year 2003 HHS budget for globa HIV/AIDS is $377
million and includes $222 million for NIH and $155 million for CDC.

In addition to co-chairing the Cabinet Task Force on HIV/AIDS, Secretary of Hedlth and Human
Services Tommy Thompson isthe U.S. representative to the Board of the Global Fund to Fight AIDS,
Tuberculoss, and Maaria HHS saff have provided critica policy support in the development of the
guiding principles and framework for the Globa Fund.

Secretary Thompson led a Presidentid Mission to sub-Saharan Africaincluding Mozambique, South
Africa, Botswana, and Cote d'lvoirein April 2002. The Secretary and his delegation were able to see
first hand the mgor hedth problems faced by, and innovative interventions for, children and families on
the continent. Additiond information on HHS and globa hedth is available a www.globa health.gov.
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The Nationd Ingtitutes of Health (NIH) has maintained a strong international AIDS research portfolio in
many of its Ingtitutes and Centers. NIH has expanded this effort to encompass more than 50 countries
in Africa, Asa, Europe, Latin Americaand the Caribbean, and works to relate its research to the
culturd, socid, and economic contexts of developing countries. The development of research
infragtructure, including training of scientists and hedlth care providers, is an essentid component of
these NIH research programs, as are efforts to ensure the trandation of research results into effective
prevention programs and improved patient care. The NIH Office of AIDS Research (OAR) has
established the Globa AIDS Research Initiative and an associated Strategic plan to set specific
priorities. NIH aso supports awide range of mgor HIV-related globa research initiatives. Additiona
information on NIH and HIV/AIDS is available at www.nih.gov/od/oar/index.htm.

The Centers for Disease Control and Prevention (CDC) is active in 17 sub-Saharan African countries
under the Global AIDS Program (GAP). CDC/GAP has developed a set of 17 technical strategies for
implementing programs, focusing on three key areas. infrastructure and capacity development, including
disease survelllance, laboratory technical support, information systems, training, and program
monitoring and evauation; primary prevention, including voluntary counsdling and testing, preventing
mother-to-child transmission, blood safety, sexualy transmitted disease prevention and care, behavior
change communications, and prevention for drug users, and care and trestment, including treatment of
tuberculosis and other opportunigtic infections, pdliative care, and appropriate use of antiretrovira
medications. In addition, the CDC Divison of HIV/AIDS Prevention conducts HIV prevention and
intervention research to complement and augment CDC/GAP activities in four priority sub-Saharan
African countries. Additiond information on CDC and globd HIV/AIDS is available at
www.cdc.gov/nchstp/od/gap/default.htm.

The HIV/AIDS Bureau at the Health Resources and Services Adminigtration (HRSA), through an
agreement with CDC/GAP, has received funding to support the training and education of hedthcare
providers and to support the development and implementation of care and treatment activitiesin GAP
priority countries. Additiona information on HRSA and HIV/AIDS is available a www.hab.hrsa.gov

The Adminigtration has informed countries that, as they take steps to address a mgor hedth crisslike
the HIV/AIDS crisis in sub-Saharan Africa, they should avail themsdves 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. The Adminigration is equdly
committed to a policy of promoting intellectua property protection, including for pharmaceutical

patents, because of its critica role in the rgpid innovation, development, and commercidization of
effective and safe drug thergpies.  Financia incentives are needed to develop new medications. No
one benefitsif research on such productsis discouraged. An integrated approach is needed to dedl with
the HIV/AIDS crisis. To ded with serious hedth problems, countries need to stress education and
prevention. The cost of drugsis but one of many important issues that must be addressed. Effective
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drug trestment requires urgent action to strengthen health management systems, especidly with regard
to the means and methods of drug distribution. Other needed measures include: the development of
appropriate drug sdection policies and standard trestment guidelines, the training of care providers at
dl levels, anincrease in the availability of adequate laboratory support to diagnose and monitor these
complex thergpies; and ensuring that the right drugs are used for the right purpose and in the right
amount.

AIDS care, and not just AIDS drugs, must be ddlivered. This can only be accomplished through a
broad partnership among governments, donors, multilateral organizations, NGOs, philanthropic
organizations and industry. The current partnerships need to be strengthened and expanded. Drug
therapies must be part of an integrated approach that emphasizes prevention, along with care and
trestment. The U.S. Government wants to contribute to solutions in ways that continue to encourage
the discovery and production of other effective trestmentsin the future — for this disease and others.

F. Small Business Development

Promoting small business development in the United States and abroad isimportant to the
Adminigration. The strong interest by developing countries in the role of smal business in economic
growth and development opens doors both for U.S. trade and foreign policy interests. With small
business now accounting for over $250 billion of exports per year, or 30 percent of tota U.S. exports,
it has become amgjor player in world trade. U.S. smdl business has attracted the attention of
economic and trade policy makersin the United States and abroad. Small business has a huge presence
in the U.S. economy, representing 40 percent of GDP, equivaent to $4 trillion of outpuit.

For U.S. small businesses, trading with sub-Saharan African countries has numerous benefits: African
markets are comparatively smal and therefore more managesble; competition by big businessis
reduced because they often overlook smaller markets; and African firmslike to ded with small

bus nesses because they sometimes find multinational companiesintimidating. The U.S. Smdl Busness
Adminigtration (SBA) has dso found that it has specid access to developing country markets not only
for trade purposes, but because these countries are eager to learn about the role of small busnessasa
source of growth and economic development. Thisinterest pays dividends for U.S. smal business and
trade.

SBA has become increasingly supportive of trade and development with Africa. SBA has met with
severd African economic officids and Ambassadors, participated in inter-agency working groups, and
sponsored U.S.-Africa trade events in Washington, Denver, Detroit and New York. SBA dso
participates on the Department of Commerce' s Africa Team.
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In 2001, SBA was awarded a grant through ATRIP to help develop the smal business sector in
Nigeria. The god of this project isto enhance the level of entrepreneuria assstance available to
Nigerians by cregting Business Information Centers (BICs) which, in the United States, have been
effective in promoting private enterprise and smdl business development. A BIC isaone-stop
community-based location where current and future small and medium businesses can receive
assstance and advice. BICs provide computer and telecommunication access, advice on business
operations and finance, and extensive reference materias such as publications and videotapes. Another
component of the origina proposa was to identify trade opportunities for U.S. and Nigerian small
businesses and facilitate those opportunities through trade events.

SBA has adso been active in South Africa, where SBA has participated in severd trade missons and
events. SBA continues to work with the South African Government on a Trade and Development
Cooperation Agreement for smal business.

G. Overseas Private | nvestment Cor por ation

Recognizing the importance of financing for projects in sub-Saharan Africa, AGOA supports the
Oversess Private Investment Corporation (OPIC) equity funds in projects in sub-Saharan Africa. It
aso calsfor OPIC to create an advisory council. OPIC provides project finance debt support, private
equity fund investment programs, and politica risk insurance services thet are currently available in
more than 145 countries including 43 countries in sub-Saharan Africa. As of December 31, 2001,
OPIC’s combined maximum exposure in sub-Saharan Africawas over one billion dollars, supporting
46 projectsin 21 countries.

OPIC’ s commitment to sub-Saharan Africa has been sgnificant. During a Rose Garden ceremony at
the White House, President Bush announced the creetion of a $200 million OPIC support facility that
will give American firms access to loans, guarantees and politica risk insurance for investment projects
in sub-Saharan Africa. OPIC egtimates that the direct impact of OPIC Funds in Africa has been $1
billion in U.S. exports over five years, 1,800 U.S. jobs, $300 million in additiona investment leveraged
by funds investments, $126 million in annua revenues to African countries, and 7,500 African jobs.

Consgtent with OPIC' s increased focus on smal business and projects with sgnificant devel opment
impact, OPIC recently approved a $200,000 small business project in Kenyato drill for much-needed
potable-water. OPIC has also made important headway with the OPIC private equity program
envisioned in AGOA. In August 2001, the OPIC Board of Directors approved $227.5 million in
financing for the establishment of a $350 million Africa Millennium Fund. The fund will target
infrastructure sectors including telecommunications, trangportation, power, water and sanitation.
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As part of OPIC' s strategy for sub Saharan Africa, OPIC President and CEO Peter Watson has
ordered a comprehensive review of the existing Africa Investment Council and isworking on plansto
invigorate the organization by expanding its membership and renewing itsfocus. The am isto make the
Africalnvestment Council avauable forum for gathering and sharing information thet will be useful in
OPIC s efforts to promote U.S. foreign direct investment in sub-Saharan Africa

Anacther promisng new African initiative for OPIC involves expanding and improving loca housing
markets. OPIC isworking with other U.S. Government agencies, African governments, and the U.S.
housing industry to identify ways to help address the enormous and housing needsin Africa. The
objective is to support the development of secondary-mortgage markets which have worked so well in
the United States to make adequate housing bleto al Americans.

Findly, in April, 2002, OPIC' s President & CEO traveled to South Africa, Ghana, and Kenyaon a
high-level business development trip that included OPIC and other private investment fund managers.
The delegation was presented with projects by loca ventures seeking funding.

H. Export-Import Bank Initiatives

The Export-Import Bank of the United States (Ex-Im Bank) is an independent U.S. Government
agency that hel ps finance the overseas sales of U.S. goods and services. It provides guarantees of
working capital loansto U.S. suppliers and guarantees the repayment of loans to foreign purchasers of
U.S. goods and services. Ex-Im Bank aso provides export credit insurance that protects U.S.
exporters againg the risk of non-payment by foreign buyers for political or commercia reasons.

To take full advantage of the opportunities provided by AGOA, sub-Saharan African manufacturers
will need to increase productive capacity. Ex-Im Bank is positioned to help sub-Saharan African
manufacturers expand their businesses by supporting the financing of U.S. manufacturing equipment
and services.

Thefollowing isa summary of Ex-Im Bank’s accomplishments and activities in sub-Saharan Africa
supporting AGOA, highlighting the progress it has made in 2001 to promote the expansion of its
programs, financing opportunities and commitments in sub-Saharan Africa

«  Manufacturing Equipment to Ghana:
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Ex-Im Bank provided a medium-term guarantee to support the sale of new and used textile
manufacturing equipment to Overseas Knitwear Fabrics Ltd. of Accra, facilitating the purchase of
$551,600 from U.S. exporter, Southern Textile Exchange, LLC, asmall Chattanooga, TN, exporter,
aong with three other U.S. suppliers. This transaction was financed with the support of a $468,860
Ex-Im Bank medium-term loan guarantee. The buyer will purchase partidly finished socks from the
U.S. and will then finish these socks in Ghana for re-export to the United States.

«  Short-term Insurance Pilot Program Transaction:

During 2001, the Ex-Im Bank Insurance Divison authorized its first transaction under the Short-Term
AfricaPlot Program. This program alows Ex-Im Bank to support U.S. exportsto certain sub-
Saharan African markets that would not otherwise be open. The transaction, approved in July,
provided an Ex-Im Bank export credit insurance to Edelweiss (USA), Inc. of Westbury, New Y ork for
the export of $25,000 in frozen chicken to ETS Balas of Nouakchott, Mauritania. Ex-Im Bank
continues to promote business under the Short-Term Africa Pilot Program with regiond training
seminarsin Africa

«  Working with African Banks

Ex-Im Bank has continued its efforts to offer guarantees to African banks as a means of encouraging
these financid inditutions to lend to customers purchasing U.S. goods and services.

For thefirgt timein its history, Ex-Im Bank signed Master Guarantee Agreements (MGAS) with African
Banks, initidly with sx banks in Nigeria and one bank in South Africa. In 2001, Ex-Im Bank signed
MGAswith one additiond bank in South Africa, aregiond development bank in Kenya, and two
banksin Mozambique. Ex-Im Bank held discussions with six regiond development banksin Africa
regarding the establishment of partnerships to facilitate financing in member countries. These
partnerships would give Ex-Im Bank awider reach into numerous markets and increase the pool of
African businesses that can utilize Ex-Im Bank supported financing for purchasing U.S. goods and
services. During 2001, Ex-Im Bank sgned Memoranda of Cooperation with two regional
development banks: ECOWAS Fund and the East African Development Bank.

»  African Embassy Training:

Ex-Im Bank continued to reach out to the African diplomatic corpsin Washington, D.C. The
Ambassadors, commerciad, and economic officers at the African embassies are often the link between
the African private sector and U.S. companies. In 2001, three seminars were held to inform these
individuals of Ex-Im Bank programs, highlighting Ex-Im Bank's insurance product, loan guarantees, and
project finance cgpabilities. In addition, a gpecid seminar was held for diplomats from countries
included in the Bank’ s Short-Term Insurance Pilot Program to discuss short-term insurance options.

e E-mall AfricaUpdate
Ex-Im Bank’s E-mail Africa Update was cregted in the fall of 1999 to increase subscriber awareness
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of Ex-Im Bank’s activities and new initigtives in Africaas well as to announce up-coming training
seminars and other officid vigtsto Africaby Ex-Im Bank officers. In January 2000, this service
reached 800 subscribers. By December 2001, this number had grown to 3240. Approximately 2/3 of
the subscribers are African businesses.

»  African Buyer Training:
Throughout 2001, Ex-Im Bank continued to focus on the African buyer in its outreach efforts as
follows

-- In February 2001, Ex-Im Bank staff kicked-off the Bank’ s Africa business development efforts for
the year with specid training programs in South Africa, Mozambique, and Kenya.

-- In May 2001, Ex-Im Bank offered atraining seminar to African buyersin Senegd, attracting
potentia buyers from neighboring countries such as Mauritania, Mdi, and Nigeria. This program
included other government agencies and U.S. commercid bank participation. A specid sesson on the
Short-Term Insurance Pilot Program was held during thistrip as well.

-- In July 2001, Ex-Im Bank staff presented a project finance workshop in collaboration with the U.S.
Department of Commerce’'s Commerciad Law Development Program (CLDP) in Nigeria. The project
finance workshop consisted of an introduction to project finance, structuring dedl's, conducting due
diligence, cdlosing conditions, political risk issues and dispute resolution.

-- August 2001, Ex-Im Bank staff visted Namibiato participate in a trade misson desgned to
encourage foreign direct investment and promote trade.

-- The business devel opment-Africa staff traveled to Kenya, Mozambique, South Africa, Senegd,
Cameroon, Nigeriaand Namibia. In dl, representatives from six divisions of the Bank traveled to 12
markets in sub-Saharan Africain 2001.

CFEA Franc Program:

The Ex-Im Bank Foreign Currency Guarantee Program (FCGP) was established to meet the needs of
buyers of U.S. goods and services. It is designed to help these buyers control certain risks associated
with export credits by effectively spreading fluctuation risk among a number of parties. Ex-Im Bank
had aready determined that it could issue guarantees denominated in South Africarand, and in 2001 it
added the CFA franc to the list of approved local currencies.

2001 EVENTS:
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Severa pecid eventsin 2001 provided aforum for Ex-Im Bank to meet with various private and
public sector entities to discuss Ex-Im Bank and express Ex-Im Bank enthusiasm for increasing
business in sub-Saharan Africa

AGOA Seminar: In February, 2001 Ex-Im Bank gtaff participated in atraining seminar on AGOA
hosted by the U.S. Consulate in South Africa. This event included severd presentations to
gpproximately 100 potentid AGOA-€ligible companiesin the Durban area. Ex-Im Bank’ s presentation
provided information on the ability of these companies to obtain financing for their expansion plans.

Ex-Im Bank Annual Conference: Individuals representing more than 30 African banks and businesses
traveled from Africato attend the Ex-Im Bank Annua Conferencein Washington, D.C. in April 2001.
The sub-Saharan Africa workshop discussed Ex-Im Bank’ s current activity in Africaand highlighted
severd transactions that represent the various U.S. opportunities in the marketplace.

l. U.S. Department of Commer ce I nitiatives

The Department of Commerce has been very active in the implementation of AGOA and in promoting
and supporting U.S. business interestsin Africa

AGOA required Commerce to have 20 full-time Commercia Service employees stationed in no less
than 10 sub-Saharan African countries, subject to Congressiond appropriations. Although the
Commercid Service meets the requirement of 20 full-time employees, the Commercid Serviceisnot
represented in ten sub-Saharan African countries because Congress has not appropriated the necessary
funding. Neverthdess, the Commercid Service has committed to increasing its saffing levelsin
sub-Saharan Africato assst U.S. businessesin theregion. The Commercia Service will expand
operationsin Accra, Ghana by adding an American Officer to the post. The Commercid Service will
aso open an additiond office in Sub-Saharan Africa, with itslocation to be determined before the end
of fisca Year 2002. Additiondly, in 2001, the Commercid Service assgned another Commercia
Officer to Lagos, Nigeriato better assst U.S. firmsin the Nigerian market. The Commercid Service
a0 opened new offices in Cape Town and Durban, South Africa, and added additiond officersin
Johannesburg, South Africa.

The Department of Commerce has participated in several AGOA technica workshops in sub-Saharan
Africa. In 2002, the Department conducted workshops for the private sectors in Namibiaand
Botswana. 1n 2001, the Department also participated in interagency technica assstance workshopsin
Uganda, Rwanda, Ethiopia, Madagascar, Nigeria, South Africa, Zambia, and Portugd (for lusophone
Africa).
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Commerce officials have dso participated in severd seminars on AGOA throughout the United States.
Commerce conducted an AGOA workshop for Economic and Commercid officers of African
embasses in Washington. The Commerce Department regularly briefs U.S. businesspeople and vigting
African government and industry leaders on AGOA. Commerce aso established an Advisory
Committee on Africain January 2000 to advise the Secretary of Commerce on commercid issuesin
Sub-Saharan Africa

J. African Development Foundation

The African Development Foundation plays a unique role within the U.S. Government's foreign
assstance community. ADFsgod isto demondtrate that there are extensive opportunities to make
targeted investments in small-scale, grassroots-based activities that can yield high returns, expand trade,
promote reform, and produce significant, sustainable economic impactsin Africa. ADF complements
other U.S. agencies programs by working directly at the grassroots levd, entirely in partnership with
African non-governmenta organizations, to dleviate poverty and promote broad-based sustainable
development. Recognizing the Foundation's extensive experience in improving the productivity of small
farmers and building robust small enterprises, the Congress mandated ADF to seek ways to increase
the participation of African grassroots enterprises and producer groups in internationa trade. ADF has
focused on two areas as a part of its trade and investment initiative:

. Promoting non-traditiona exports that poor farmers can grow and market; and
. Enabling smal manufacturers to expand production for export.

The Foundation has developed some innovative and replicable models that link smal African producers
to the globa economy, with very sgnificant impact. ADF is expanding its grassroots trade and
investment activities. The Foundation isworking with small, indigenous businesses or farmers groups to
launch investments in awide range of production activities.

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

Section 105 of AGOA requires the President to establish a U.S.-Africa Trade and Economic
Cooperation Forum (Forum) no later than May 2001. In cresting the Forum, AGOA requiresthe
President to direct the Secretaries of Commerce, Treasury, State, and the U.S. Trade Representative
to hogt the first annua meeting with their counterparts from sub-Saharan African countries to discuss
expanding trade and investment relations between the United States and sub-Saharan African countries,
and implementation of AGOA, including encouraging joint ventures between smdl and large businesses.
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Non-governmenta organizations are encouraged by the Act to host a meeting with their sub-Saharan
African counterpartsin conjunction with the Forum mestings.

The inaugural meeting of the Forum was held in Washington, October 29-30, 2001. It was hosted by
U.S. Trade Representative Robert Zodllick, Secretary of State Colin Powell, Secretary of the
Treasury Paul O’'Nelll, and Secretary of Commerce Donald Evans. Trade, Foreign Affars, and
Finance Minigters from the 35 digible sub-Saharan African countries participated in the Forum, aong
with representatives from African regiond organizations. The Forum focused on messures thet the U.S.
and sub-Saharan African nations can jointly take to stimulate economic growth and trade, enhance
democracy and good governance, and combat HIV/AIDS. President Bush, Agriculture Secretary
Veneman, National Security Advisor Rice, USAID Administrator Natsios, and a bipartisan delegation
from Congress dso participated in the Forum, demondirating the degp commitment of the
Adminigration and U.S. Government to strengthening trade and investment ties, increasing prosperity
and combating poverty on the African continent.

During the Forum, U.S. officia's emphasized the United States' strong commitment to Africaand noted
theinitia success of AGOA. U.S. and African speakers underscored the necessity of good
governance, rule of law, and politica freedom to attract investment and achieve growth. The Forum
was the largest and highest level U.S.-sub-Saharan African policy meeting ever held. The Forum
alowed for greater cooperation between the United States and its African partners and advanced U.S.
trade and investment policy objectivesin the region. The Forum helped in developing specific
mechanisms to achieve the god's embodied in AGOA. The Forum aso encouraged further reformsin
African countries through didogue with high level sub-Saharan African government officids.

The Forum is a cornerstone of AGOA and indtitutionalized an economic dia ogue between U.S. and
African officids, much like the didogue that the United States maintains with other regions of the world,
eg. The Summit of Americas and the Asan Pacific Economic Cooperation Forum. The Forum isthe
Bush Adminigtration’ s premiere platform to articulate and advance its trade and economic policy
toward Africa

VIIl. Potential Free Trade Aareements with sub-Saharan Africa

Section 116 of AGOA cdlsfor the negotiation of free trade agreements (FTAS) with interested
countries in sub-Saharan Africa. In other regions of the world, such agreements have served as
catalysts for increasing bilatera trade and investment and for promoting economic growth and
development. During his February 2002 visit to sub-Saharan Africa, U.S. Trade Representative
Robert Zodlick and Trade Minigters from the Southern African Customs Union (SACU) discussed the
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possihility of afree trade agreement between SACU and the United States. SACU Minigers
expressed strong support for further exploring this possibility and are preparing to discuss a framework
for progress leading to the start of negotiations. (SACU members are South Africa, Botswvana,
Lesotho, Namibia, and Swaziland)

SACU istheworld s oldest customs union (established in 1910), and member countries congtitute the
largest U.S. export market in sub-Saharan Africa. U.S. merchandise sales to the region topped $3.1
billion in 2001 — an increase of Six percent over 2000. SACU embraces nearly 50 million consumers
and accounted for more than 40 percent of total sub-Saharan African GDP in 2000. It isaso aleading
degtination for U.S. foreign direct investment to the continent, taking in more than $2.8 billion in 2000.
An FTA with the SACU countries would eiminate relatively high tariffs on U.S. exports, reduce
regulatory barriersin key service sectors, and strengthen protection of intellectua property rights. It
would aso level the playing field in areas where U.S. exporters are disadvantaged by South Africa's
free trade agreement with the European Union and create an environment that enables an expanded
U.S. commercia presence in the region.

AsWTO members and leading AGOA beneficiaries that have met the requirements of AGOA’ stextile
and apparel provisons, the SACU countries have dready seen the positive role that trade can play in
dleviating poverty and creating commercid opportunity. By locking in their AGOA benefits, an FTA
would provide SACU members with the kind of guaranteed access to the U.S. market that supports
long-term investment, economic growth, and development. An FTA would aso help to support these
countries own economic reform efforts, further their regiond integration program, and lower the
perceived risk of investing in southern Africa. The United States has relatively few FTAS, and the
quaity and comprehensive nature of these agreements sends an important signd to the world. In further
exploring an FTA with the SACU countries, the Administration will consult closdly with Congress and
with other condtituencies, including the business community.

IX. AGOA Country Reports

This section contains information on dl countries that have been reviewed for digibility under AGOA by
the interagency Trade Policy Staff Committee. Three countries, Comoros, Somdia, and Sudan, have not
expressed an interest in receiving the benefits of AGOA and therefore have not been reviewed. A ligt of
al 35 countries digible for AGOA as of early May 2002 is contained in Section X1. A.
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Country Summaries:
ANGOLA

Status: Not AGOA dligible: Angola did not receive AGOA beneficiary country designation largely
because of concerns related to corruption, labor and human rights.

M ar ket Economy/EconomicReform/Eliminationof Barriersto U.S. Trade: Inrecent years, Angola
has begun effortsto reverse yearsof economic and fiscal mismanagement, but progressis dow and uneven.
Weak policies and budget discipline continue to cause large fisca deficits. The IMF Staff-Monitored
Program ended in June 2001, in large part due to a talemate over transparency issues. The government
has liberdized exchange and interest rates, reduced tariffs, and reduced fud and other subsidies. 1t began
work onimproving itsintellectud property rightslawsand isrewriting the outdated commercid and foreign
investment codes. Pogtive results are dready coming from the sustained effort to reform and modernize
customs procedures.

Rule of Law/Palitical Pluralisn/Anti-Corruption: The Government and UNITA signed a cease-firein
April 2002, ending27 yearsof avil war. The government restated its commitment to hold electionsas soon
as conditions permit, perhaps in 2003. The legidature is working on a new condtitution, which may be
finished in 2002. The politica opposition, civil society, and the independent media have enjoyed greater
freedomof expressionover the past year. Angolasjudiciary isinadequately trained and funded, and does
not ensure due process. Corruption, mismanagement, and a lack of governmentd transparency and
accountability remain widespread and reach senior leves of the government.

Poverty Reduction: Angolaisfindizingan Interim Poverty Reduction Strategy paper, inconsultationwith
multilateral and bilaterd donors. Military expenditures have dropped in recent years, but there has been
little measurable improvement in socid spending.

Labor/Child L abor/Human Rights: There has been little progress in strengthening labor and child labor
laws, dthough Angola ratified ILO Convention 182 on the worst forms of child labor in June 2001.
Angolanlaw alowsthe government to replace striking workers or force them back to work, and adimate
of state-gponsored intimidation continues to redtrict the activities of independent |abor organizations. The
end of the avil war resulted in areductionin humanrightsviolations, but serious problems remain. Security
forcesreportedly committed extra-judicid killings. Police participated in shakedowns, muggings, and car-
jackings. Over the past year, there have been reports that the government hasforcibly displaced civilians
in its effort to defeat UNITA. UNITA aso has committed numerous and serious human rights violations,
incdluding extrajudicid killings
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BENIN
Status: AGOA digible

AGOA Trade and I nvestment: Benin' sduty-free exportsto the United Statesunder AGOA werevaued
a $178,000 in 2001, congsting entirely of forest products shipped under the GSP provisions of the Act.
These exports represented 14 percent of Benin'stotal exports to the United States. Benin has not yet
reported sgnificant investment activity as adirect result of AGOA.

M ar ket Economy/Economic Refor m/Eliminationof BarrierstoU.S. Trade: Since 1988, Beninhas
adopted market-oriented economic policiesand has made enough progress on economic reform to quaify
for HIPC debt relief. The pace of reform has dowed considerably sinceearly 2001. Benin has reformed
its budget preparation and management systems and made changes in banking, but has not implemented
other mgjor structural reforms it had discussed with the IMF and World Bank. Public enterprisesin the
cotton, telecommunications, and electricity/water sectors are notyet privatized. Thelega systemrecognizes
and protects property rights. Benin has signed the Multilatera Security Agency Agreement and the
Convention for the Internationa Settlement of Investment Disputes. Benin has adopted new business and
investment codes, and established a court for arbitration of business disputes.

Rule of Law/Palitical Pluralism/Anti-Corruption: The Congtitution provides dtizenstheright to change
their government peacefully and there have beenseverd free and fair presidentia and legidative eections
snce 1991, mogt recently presidentia eectionsin 2001. Theright to due process and fair trid aswell as
equal protection under the law isrespected. The judiciary isindependent and the government respects that
independence, but it remains inefficient and subject to corruption. There has been progress snce 2001; for
example, alarge number of judgesimplicated in atravel voucher scandal werearrested. However, serious
adminigrative ddaysand persistent corruption hamper the effective administration of justice. Beninwill hold
its first-ever municipal eections in December 2002. Nearly twenty political parties St in the nationa
legidature. A voca print media regularly criticizes the government, with over adozen dally newspapers
in Cotonou done. The Finance Minigtry has implemented a new customs clearance system to reduce
corruption there, and the government has pursued dlegations of corruption in the privatization of the
government oil/gas company.

Poverty Reduction: The Government has adopted an interim poverty reduction strategy paper (PRSP)
which includes measures on education, heath and water quality, and is developing a final PRSP in
conjunction with the donor community. Social indicators, athough gtill poor, are generdly improving. A
program to increase primary education enrollment and improve family hedth is in place, as is a nationd
HIV/AIDS gStrategy.
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Labor/Child Labor/Human Rights: Benin fuly recognizes the right to form unions and engage in
collective bargaining, dthough the ILO has cdled for improvement in the law regarding freedom of
association, especidly in the areas of maritime seamen rights and legd redtrictions on the right to strike.
Severa generdly independent union confederations operate in Benin.  Unions representing government
workers won concessions on wages in March 2002. The government has signed an MOU with the ILO
onchild labor and rdtified Internationa L abor Organization Convention 182 on the diminationof the worst
forms of child labor in May 2001. Still, the use of child labor remains widespread and domestic and
internationd trafficking of children remains a problem, athough the government has stepped up efforts
amed at intercepting smugglerstrangporting childrenabroad for 1abor. The government generaly respects
the humean rights of its citizens and there are no reports of politica prisoners.  Serious problems indude
unhedthy prison conditions, falure to curb vigilantism, and serious administrative delays in processing
ordinary crimina cases.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: The United StatesEmbassy
in Benin conducted conferenceson AGOA, in November 2001 and February 2002. AGOA hasreceived
some media attention in Benin. Benin has requested assistance in meeting its WTO obligations.  Benin
requires grester production capacity and invesment in manufacturing facilities in order to maximize its
AGOA benefitsin that sector.

BOTSWANA
Status: AGOA digible, including textile and appard benefits.

AGOA Trade and Investment: Botswana s duty-free exportsto the United States under AGOA were
vaued at $1.2 millionin 2001, al of which were shipped under the GSP provisons of the Act. These
exports represented |ess than one percent of Botswanad s total exports to the United States. At least nine
firmsin Botswana are now, or soon expect to be, exporting appard to the United States under the textile
and appard provisons of AGOA. These firms— some of which represent new investments in response
to AGOA, indudinganew $1.5 million investment by a Sri Lankacompany — hopeto expand output and
increase employment by at least 2,000 jobs by the end of 2002.

M ar ket Economy/Economic Refor m/Eliminationof Barriersto U.S. Trade: Botswana hasan open,
rules-based trading system. Thereareno knowninvesment disputesinvolvingU.S. companies. Botswana's
regulatory systemistrangparent. There are no foreign exchange controls, price controls, or pricesubsidies.
The country's remaining parastatals are now required to operate on a commercia basis, and the
government iscommitted to privetizing al but itsdiamond parastatal. New legidationpassed in 2001 brings
Botswanalargdly into compliance with the TRIPS agreement. Botswana law prohibits nationalization of
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private property. Botswanahas been ranked by Moody’ s and Standard & Poor’ s as Africa s best credit
risk.

Rule of Law/Palitical Pluralism/Anti-Corruption: Botswana has a solid record of observing the right
to due process, a far trid and equd protection under the law. Political pluradism iswell established, and
the independent press has along tradition of candid, unimpeded discourse. Thereisan active and effective
campaign to diminate corruption and improve the efficiency of the judicia system, which suffers from
serious backlogs. Botswana has been ranked as the least-corrupt country in Africa by Transparency
Internationd.

Poverty Reduction: The government has linked poverty reduction to the development of the country's
private sector through foreign and domestic investment. Investment incentives for job-creeting industries
have been established in traditionaly underdevel oped rurd aress. Thereis universd access to health care
and primary education, with schools and clinics throughout the country. The government is attempting to
expand rurd access to secondary education. Hedlth care spending is growing as the government
implements anationa HIV/AIDS control dtrategy.

Labor/Child Labor/HumanRights: The government generally respects the human rights of its citizens.
Botswana hasratified dl ILO core conventions, including No. 182 (worst forms of child labor) and No.
138 (minimum age). The congtitution provides for the right of association and al workers, except
government employees, may join or organize unions of thar choice. The government has broad
discretionary power over trade union affairs and current law redtricts the right to strike. The government
is working with the ILO to update its labor laws and bring them into compliance with internationd 1abor
standards.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs. U.S. Embassy dfficdsin
Botswana conducted numerous briefings on AGOA for loca government officials and businesspeople. A
USAID-funded AGOA consultant worked closely with the Botswana Government and private sector to
formaninter-ministeria committee on AGOA implementation. Botswanaofficiasaso participatedinU.S.-
sponsored AGOA seminarsand inaCustoms-sponsored traningcourse. Botswana has expressed interest
in the full range of trade capacity building topics, including assstance in sourcing/identifying U.S. buyers,
partners, inputs, technology, services and finance, as well as assstance in taking part in WTO and other
trade negotiations.

BURKINA FASO
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Status: Not AGOA dligible: Burkina Faso did not receive AGOA beneficiary country designation
largely because of concernsrelated to its foreign policy and its participation in the conflict diamond trade.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The government has
undertaken modest privatization — the privetization of the telecommunications company is moving
forward, and Burkina Faso plans to privatize eectricity, petroleum, and cotton parastatals. Burkina
Faso isamember of the WTO, the World Intellectual Property Organization, and the African
Intellectual Property Organization, athough counterfeit goods are common. The country adopted the
WAEMU Common Externd Tariff in January 2000, but maintains some import bans and quotas on
agricultural products and some domestic subsidies. Burkina Faso's main economic structurd reforms
are on track, drawing praise from the World Bank and IMF. Burkina Faso has qudified for HIPC
debt relief. The government has set up streamlined procedures to register businesses.

Rule of Law/Palitical Pluralism/Anti-Corruption: The Government of Burkina Faso is dominated
by a strong democratically-elected presidency. Diversity in political party representation increased a
the municipa levd inthelast locd dections, but the ruling party continues to dominate nationa palitics.
Burkina Faso has reduced corruption through judicid reform, modifications of the civil service wage
scde, and an integrated government accounting system. The government has taken steps to improve the
gtuation, but the judiciary remains subject to executive influence, and enforcement of anti-corruption
lawsis il inconsstent. Legidative eections were planned for May 2002.

Poverty Reduction: In June 2000, the Government set goas for areduced role for the Sate,
enhanced socid services, and improved governance. The budget emphasizes education and hedth
spending (20 percent of the budget). Socid indicators are low but improving. Primary school
enrollment has increased by 11 percent in the last decade, and budget alocations for education were
increased to fight anilliteracy rate of 77 percent. Citing this progress, the World Bank approved
Poverty Reduction Support Credit for Burkina Faso in July 2001.

Labor/Child Labor/Human Rights. Burkina Faso prohibits forced or bonded child labor and ratified
Convention 182 on the worst forms of child labor in July 2001. While trafficking of childrenisa
sgnificant issue in the country, Burkina Faso is participating in aregiond 1LO project on trafficking of
children. The government is cooperating closaly with donors to develop and implement Strategies to
reduce trafficking in persons and child labor. Child labor is common. Workers have alegd right to
associaion, and |abor unions have bargaining rights and freedom of association with internationa
counterparts, however, restrictions on trade union rights include the government’ s power to requisition
cvil sarvantsin the event of adtrike. The pressisvoca and relaively free. Human rights practices
have improved, but an overdl climate of impunity for security forces continues to exi<.

U.S. National Security and Foreign Policy Interests. Burkina Faso has played an unhepful role
regiondly, undermining stability and U.S. foreign policy interests. However, the government has been
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helpful on terrorism and there has been some improvement over the past year. The United Nations
Experts Pand found that members of the government of Burkina Faso have participated in contraband
diamonds and wespons trading which has aided insurgents and fuded conflictsin Serra Leone and
Guinea

BURUNDI

Status. Not AGOA digible. Burundi did not receive AGOA beneficiary country designation, largely
because of concerns related to economic reform, rule of law and labor and human rights.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Thedvil war in
Burundi caused severe economic disruption, especidly to the economy's small modern sector, and
injured Burundi’ s former reputation for responsible fisca and economic management. The government
has dated itsintent to divest its very large economic holdings, athough the paucity of private investment
(foreign and domestic) isaproblem. Burundi has an open, rules-based trading system and provides
protection for private property. The government controls afew prices (e.g., petroleum products, beer,
sugar). Taiffson imports are relatively high.

Rule of Law/Palitical Pluralism/Anti-Corruption: Therule of law has serious flavs. A new
trangtion government was formed in November 2001. Rule of law, however, is routindy flouted in the
civil war againg rebel forces, underway for more than eight years. The judiciary is not independent and
civil courts currently do not operate efficiently due to lack of resources and corruption. This Stuation
should improve as the newly re-created legidature begins to function.

Poverty Reduction: The government has formulated a Poverty Reduction Strategy Paper, but it has
not been implemented.

Labor/Child Labor/Human Rights: Although there are reports of government interference, workers
have theright of association and to strike (within limits). The law prohibits forced or compulsory labor
and child labor, but the till-militarized Stuation in much of the country has led to reported abuses of
both prohibitions. Children under 16 work in agriculture and in the informa sector. Burundi has not
formaly ratified ILO Convention 182 on the worst forms of child labor. The military has killed civilians,
and there is a culture of impunity for those who commit such violations. Thereis arecord of army
reprisals againg civilians suspected of cooperating with the rebels. The rebels are dso guilty of
egregious human rights abuses, including the recruitment of child soldiers.

CAMEROON
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Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Cameroon’s duty-free exports to the United States under AGOA
were vaued at $37.2 million in 2001, dmost dl of which were il or energy-related products. These
exports represented 37 percent of Cameroon’ stota exports to the United States. No AGOA-related
investment has been reported to date. Cameroon quaified for AGOA textile and agpparel benefitsin
March 2002.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Cameroon hasthe
largest and most diversfied economy in the six-nation Centra African Economic and Monetary
Community (CEMAC), and has enjoyed five consecutive years of GDP growth, currently at 5.3
percent. Cameroon completed a three-year, IMF-backed structural adjustment program, secured
HIPC debt relief, and implemented privatization programs. In the past year, Cameroon privatized
rubber production and sold its power utility to aU.S. company. Itis currently engaged in negotiations
to privatize water utilities, telecommunications, and the Cameroon Development Corporation The
government plansto sdl off its share of the petroleum storage facility, and to privatize the airline,
agriculture, and insurance industries. The government has revised its commercid laws to attract more
investment, with identica provisons for foreign and domestic investors.  Parliament passed anew
Investment Charter in March 2002, granting further incentives for investors and providing for public
sector reforms. There are various methods of dispute resolution, but foreign investors have
occasondly found it difficult to obtain enforcement of their legd rights from an inefficient judiciary.
AGOA has helped to resolve hilatera investment disputes in Cameroon, and move stdled U.S.
investment projects forward. U.S. investment has increased dramatically, with U.S. firms managing
Cameroon’s power utility and recently granted a cobat-mining concession. Construction is proceeding
on schedule on the Chad-Cameroon pipeline project, the largest U.S. investment in sub-Saharan
Africa. Officid corruption remained adrain on the economy.

Rule of Law/Palitical Pluralism/Anti-Corruption: While Cameroon has a viable and vocd palitica
oppasition, the pace of politica reform has been dow. Government security forces have been known to
obstruct political meetings and harass palitical opponents and journdigts. Legidative and municipa
elections are scheduled for June 2002. Corruption isamgor problem. The government developed a
good governance program in conjunction with the UNDP, and established an anti-corruption
commission, which has prosecuted afew senior officias. A new Governance Observatory is charged
with monitoring corruption. It has created anti-corruption cdlls in various ministries and has published
reports.  The judiciary was regarded as ineffective and subject to politica influence and corruption.
The Prime Minister has promised afull audit of thejudicid system.

Poverty Reduction: In 2000, Cameroon crested a program to reduce poverty and improve the living
conditions of its people. Thiswas approved by the IMF and is backed by athree-year arrangement
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under the Poverty Reduction and Growth Fecility. Cameroon isaHIPC debt relief recipient and has
worked with donors to devel op ideas for devel opment projects such as roads, hospitals, and schoals.
The government needs to develop better socid sector spending plans and improve the delivery of hedlth
and education services.

Labor/Child Labor/Human Rights. Cameroon permits workers to unionize and alows independent
labor activity, including collective bargaining. There are severd poorly organized but independent |abor
unionsin Cameroon. Cameroon saw strikesin 2001 by transport workers, teachers, and othersin
public service and in state-owned companies, which took place without interference or incident.
However, the government has sometimes worked to weaken independent trade unions. Laws prohibit
forced labor and protect child workers, but both till occur. While trafficking of childrenis a sgnificant
issue, Cameroon is participating in aregiona 1LO trafficking project. Cameroon ratified ILO
Convention 138 (minimum age) in 2001, and Parliament authorized the President to retify ILO
Convention 182 regarding the worst forms of child labor in March 2002. The U.S. Secretary of State
has expressad concerns to the Government of Cameroon about the arrest, arbitrary detention, and
harsh trestment and torture of opposition politicians, human rights activigts, and other citizens. There
are credible reports that security forces committed many extra;judicid killingsin Douaain 2000.
Cameroon was determined eligible for AGOA based on assurances from the government that it would
undertake an investigation of these and other human rights abuses and punish those responsible. A few
of the alleged perpetrators, leaders of a specia unit of the gendarmerie, are currently under arrest, and
the government has prosecuted severd security officias for human rights violaions.  Loca human rights
groups report improvements, and awareness of human rightsis growing. Cameroon’s Nationa
Commission on Human Rights and Freedoms is government-controlled and under-funded, but manages
to expose human rights abuses.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: USTR and the
Commercia Law Development Program of the Department of Commerce organized a successtul
AGOA regiond seminar in Y aounde in March 2002, which was attended by over 300 government and
private sector representatives from Cameroon and the Centra African region. The U.S. Embassy has
conducted numerous conferences and workshops on AGOA and has traveled to each of the country’s
ten provinces to explain AGOA’s provisons to loca businesses. The Government of Cameroon has
indicated an interest in receiving both technica assstance and trade capacity building support in order
to carry out its trade-related functions more effectively.

CAPE VERDE

Status. AGOA digible
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AGOA Trade and Investment: Cape Verde s duty-free exports to the United States under AGOA
were valued at $152,000 in 2001, consgting entirely of agricultura products shipped under the GSP
provisons of the Act. These exports represented ten percent of Cape Verde' stota exportsto the
United States. A Cape V erdean-Portuguese joint venture fish processing firm made its first exportsto
the United States in 2001 under AGOA. Four new export-oriented garment manufacturers
(Portuguese investors) began production in Cape Verdein 2001, creating 400 new jobs. Cape Verde
is currently working with USTR to findize its textile visa certification system.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Moving avay from
the single-party socidist state of the 1970s and 1980s, Cape Verde privatized, restructured, or
liquidated most state enterprises in the 1990s. The government has ingtituted a liberdized trade regime
and abolished import quotas and is looking for private investment to serve as an engine for economic
growth. A 1993 law created loan indtitutions for smal and medium-sized entrepreneurs. Since 1997,
Cape Verde has received over $300 million in foreign investment and attracted four additiona private
banks. Cape Verde has applied for membership in the WTO.

Rule of Law/Palitical Pluralism/Anti-Corruption: Cape Verdeis amultiparty parliamentary
democracy with an eected Presdent and Prime Minigter. The country has functioned as a full multi-
party democracy since 1991, with a strong respect for human rights and condtitutiona rule. Free and
far elections were held in 1991, 1996, and 2001. Corruption is generdly not considered to be amajor
barrier to foreign investment. Some counterfeit products are sold in Cape Verde. Lengthy ddlaysin
trids are common.

Poverty Reduction: A poverty dleviation plan was implemented in 2000 but its success has been
questioned. The IMF and World bank approved Cape Verde' sinterim Poverty Reduction Strategy
Paper in March 2002, and in April approved athree-year, $11 million Poverty Reduction and Growth
Facility. Primary school enrollment was 99.9 percent in 1997, and secondary school enrollment was
36.6 percent. The male to femaeratio in schools is nearly one to one. Due to severe droughts and lack
of arable land, on average only 12.5 percent of the annua food requirements are grown in Cape Verde.

Labor/Child Labor/Human Rights. The Congtitution of Cape Verde recognizes internationa core
labor standards. Forced labor is prohibited, and anti-union discrimination by employersis againg the
law. However, the government has been able to force striking workers back to work, effectively
ending the strike. The ILO Committee has observed that the right to collective bargaining is constrained
by the government. Juvenile progtitution is a continuing problem, exacerbated by chronic poverty and
large unplanned families. Cape Verderatified ILO Convention 182 on the worst forms of child labor in
October 2001.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: The U.S. Embassy
held an AGOA seminar with Cape Verdean business and government representatives. During the past
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year, loca newspapers have published severd articleson AGOA. Although there is growing interest in
AGOA within Cape Verde, the smal domestic market, transport costs, reliability, and production
congraints are inhibiting Cape Verdean companies from taking full advantage of AGOA. Cape
Verdean businesspeople and government officials have inquired about technica ass stance that would
help bring Cape Verdean products up to the standards of the U.S. market.

CENTRAL AFRICAN REPUBLIC
Status: AGOA digible.

AGOA Trade and Investment: Although the Centrd African Republic (CAR) isdigible for AGOA,
its overdl trade with the United States has historically been low. No AGOA-related trade with the
United States was recorded in 2001.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The Centrd African
Republic has made a serious effort to accelerate reform and improve transparency, but progressis
dow, due to weak capacity and resource congraints. For example, the government is moving to
privatize severd parastatal companies in banking, telecommunications, utilities, oil, sugar, pam ail, river
and road trangport, hotels, and wildlife preservation sectors. The government has begun revision of
investment, minera, and labor codes to conform to regiona and international standards. Measuresto
srengthen fisca management and raise government revenues through the dimination of tax evasion and
fraud are needed. CAR isaso in arrears to the African Development Bank. The CAR ended its Staff
Monitoring Program with the IMF in March 2002 and the IMF is now evauating its performance.

Rule of Law/Palitical Pluralism/Anti-Corruption: CAR is aconditutiond democracy with a multi-
party legidature. A military coup attempt in May 2001 failed. Legidative (1998) and presidentia
(1999) dections were consdered generaly free and fair but marred by irregularities that tended to
favor the ruling party. Multiple politica parties contested the 1998-1999 dections. Thefirs-ever local
elections are planned for November 2002. Opposition politica parties have complained about lack of
access to the government-owned broadcast media. There are Signs of growing judicia independence,
but the executive branch il interferesin the judiciad system. In 2000, the government began anti-
corruption efforts that have resulted in prosecution of severd high-levd officids. In 2002, the President
established an anti-corruption commission.

Poverty Reduction: The CAR isworking on an interim Poverty Reduction Strategy Paper (PRSP) for
the HIPC initiative, but has not yet quaified for debt relief. The government has a poverty reduction
strategy, which focuses on increased access to education and primary hedlth care, but lacks the
financid resources to implement it.
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Labor/Child Labor/Human Rights. The government has expressed a desire to work with the ILO to
improve its labor conditions. Theright to freedom of association and collective bargaining is effectively
curtailed in many instances by anti-union reprisals and violence. Unions have conducted strikes over
non-payment of sdaries. Despite legidation prohibiting forced Iabor and employment of children under
14 years old, these problems persist. The government has ratified ILO Convention 182 on the worst
forms of child labor. The country's overal human rights record remained poor, and dipped further after
the coup attempt in May 2001, as members of the Presidentia Security Unit committed a number of
extrajudicid killings, mosily againgt members of the ethnic group of the leader of the coup attempt.
Police a'so mistreat suspects and detainees, and arbitrary arrests and detention occur.

AGOA Outreach/Technical Assstance/Trade Capacity Building Needs: A CAR delegation
attended the March 2002 AGOA regiond seminar held in Y aounde, Cameroon.

CHAD
Status. AGOA digible.

AGOA Trade and Investment: Chad did not record any trade to the United States in 2001 under
AGOA and no new AGOA-related U.S. investment was reported.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Chad has
demonstrated a commitment to economic reform and many state-owned enterprises have been
privatized. However, the important cotton, telecommunications, and energy parastatals have not been
privatized. Chad has no price controls or currency restrictions. A civil service reform drategy is being
implemented. The Chad-Cameroon Petroleum Development and Pipeline Project, the largest U.S.
investment in Africa, will significantly increase the volume of U.S.-Chad trade.

Rule of Law/Palitical Pluralism/Anti-Corruption: Chad has made some progress snce 1990 in
developing democratic indtitutions, but progressin the past year has been disgppointing. President
Deby hasruled since 1990. Presdentia eectionsin 1996 and 2001 were marred by irregularities. The
2001 eection in particular was divisive, and security forces repressed peaceful demongtrations and
arrested oppodition leaders.  The government till holds politica detainees. Two anti-corruption laws
have been adopted since January 2000, but have seen little enforcement; corruption and poor
governance continue to constrain economic growth. The government has supported numerous capacity-
building training initigtives in the legidative and judicia branches of government, which are producing
results. Neverthdess, the judiciary remains subject to executive interference.

Poverty Reduction: The IMF and World Bank Boards approved an interim Poverty Reduction
Strategy Paper (PRSP) in July 2000; the find PRSP should be finalized and gpproved in mid-2002.
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Chad may finish HIPC procedures by 2003. Thereisalack of timely data on poverty. Beginning in
2004, sgnificant oil revenues are expected to fund poverty reduction activities.

Labor/Child Labor/Human Rights. Chad has ratified ILO Convention 182 (worst forms of child
[abor). Child labor isaproblem in the rurd sector. The Government of Chad is collaborating with
UNICEF on acampaign againgt the worst forms of child labor. Laws exist under which participationin
grikesis punishable by imprisonment with forced labor. Still, Chad has an active labor movement
whose rights are protected by law, abeit not dways enforced by government. Chad's human rights
record remained problematic, with deterioration in the second haf of 2001, following the eection.
Security forces committed extrajjudicid killings, torture, beatings, and rape; arbitrary and prolonged
detentions still occur. These actions are not routine or government policy. The government rarely
prosecutes or sanctions members of security forces who commit human rights abuses. Freedom of
expression has improved markedly since 1990, as demonstrated by private newspapers operating
fredy and frequently criticizing government policies and leaders.

AGOA Outreach/Technical Assistance/Trade Capacity Building: No sgnificant activitiesto
report.

REPUBLIC OF CONGO
Status: AGOA digible

AGOA Trade and Investment: The Republic of the Congo’s duty-free exports to the United States
under AGOA were valued at $130.2 million in 2001, consisting primarily of energy-related products
shipped under the GSP provisions of the Act. These exports represented 28 percent of the Republic
of the Congo’ stotal exportsto the United States. The Republic of the Congo has not yet reported
sgnificant investment activity as adirect result of AGOA.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The Republic of
Congo isacountry in trangtion, recovering from damage incurred during civil conflictsin 1997 and
1998-99. The government is undertaking fisca and structura reform measures. These include the
rehabilitation of the energy sector, financia system, and the disengagement of the State from banks and
public enterprisesin key sectors like water and eectricity. U.S. and French companies are interested in
water and banking privetizations. Nonetheless, some problem areas remain. Customs and revenue
issues for foreign companies are sometimes handled arbitrarily, and tax bills are often inflated.

Rule of Law/Palitical Pluralism/Anti-Corruption: Congo is making progressin rule of law and
human rights issues since the end of the civil conflict. A new congtitution has been gpproved, and
presidentid electionswere hed in March 2002. Legidative eections are sat for later in 2002. In the
March 2002 dections, the opposition either refused to participate or withdrew. The government
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permits opposition palitical parties and NGOs, including humean rights organizations, to function, and
there is ardatively open diadogue on public policy issues. Thereisavigorous and diverse press, which
is often criticd of the government.

Poverty Reduction: Seventy percent of the population lives below the UN-established poverty level.
Mogt of Congo’'s GDP is from the petroleum sector, and does not go into the pockets of the populace.
The government isworking with UN agencies and NGOs to cregte jobs and reduce poverty.

Labor/Child Labor/Human Rights. Congo has had strong labor laws since independence. A well-
developed civil society includes afree and robust organized |abor movement, with the right to strike and
the ability to protest fredly. Congo has not ratified ILO Convention 182 on the worst forms of child
labor. However, Congo is participating in aregiond program to prevent the participation of childrenin
armed conflictsin Centrd Africa, which is sponsored by the ILO and funded by the U.S. Department
of Labor. Many children work for their familiesin rurd areas or in informa business activitiesin cities.
Human rights organizations operate fredy and the GOC has facilitated the work of humanitarian
agencies in providing hedthcare and nutritiona services. Some problem areas remain. The police and
armed forces have committed serious abuses, dthough the number of incidents and severity of these
violaions have been decreasing.

AGOA Outreach/Technical Assistance/Trade Capacity building Needs: The Republic of the
Congo has not taken full advantage of AGOA. The ROC has recently expressed an increased interest
in AGOA, sending ministeria-level delegations to AGOA-related conferences and seminars.

COTE D'IVOIRE

Status: AGOA digibility is currently under interim review. Cote d' Ivoire has not received AGOA
beneficiary country designation largely because of concerns related to rule of law, human rights, politicd
pluralism and economic reform; Coéte d' Ivoire has, however, made noteworthy progressin these aress.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Cote d'lvoire' s open
economy is based on free markets and private property rights. It has one of the most highly-developed
economies on the continent. It is the third-largest economy in sub-Saharan Africa and has one of the
highest per capitaincomes. In recent years, the privatization of severa important parastatals (water,
eectricity, telecommunications) has greetly reduced the government’ s direct role in the economy. By
the end of 2002, the government plansto go forward with the privatization of the nationa oil refining
company, the government’ sinterna bank, and the nationd sugar company as well astextile, transport
and telecommunications companies in which it isaminority sockholder. The government invites foreign
invesment, having revised invesment codes in recent years. There are no sgnificant limits on foreign
investment, nor are there systematic differencesin the trestment of nationd and foreign investors. There
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have been severd disputes involving U.S. companies againg the government or private locd firmsin the
past year, but government and court actions have worked to help make progressin resolving these.
Asareault of recent negotiations with the Government of Céote d' Ivoire (GOCI), acdlular licensing fee
issuewith aU.S. company was resolved. The GOCI dso held high-level negotiations and meetings
with other U.S. companies involved in commercid disputes in the country. The GOCI agreed to review
thejudicid system and pursue recommendations for reform, and is restructuring its Minigtry of
Agriculture to address needed reform in the agriculture sector. The GOCI is aso supporting a protocol
developed by the U.S. Chocolate Manufacturers Association to address forced child labor in the cocoa
sector. Ivorian law generdly provides protection for intellectud property and draft legidation will
reportedly make it fully compliant with TRIPS. There has been some backdiding in market reformsin
the agricultura sector, but the government has reached agreement on a new IMF program.

Rule of Law/Palitical Pluralism/Anti-Corruption: A forma process of nationd reconciliation
attempting to hedl the politica, socia, and ethnic divisons that affected Cote d' Ivoire in 1999 and 2000
has been underway since fall 2001, with participation from a broad range of Ivorian society, including
al of the country’s*big four” political leaders. Participantsin the process reached agreement on key
issues like nationd identity cards and funding of political parties. An independent press, media, and
multiple political parties are dlowed to express ther views. Despite the ouster of the military regime, the
October presidential and December legidative eectionsin 2000 were both flawed; the March 2001
municipa elections were generally seen asfree and fair. Locd dections are planned for July 2002.
Widespread corruption and the lack of transparent and accountable governance impede economic
growth. The government acknowledges the need for judicid reform, but there has been little progress.

Poverty Reduction: The government has been working on a Poverty Reduction Strategy since early
2001, in conjunction with the World Bank and the African Development Bank. It is expected to focus
on decentralization, good governance, private sector devel opment, promoting women, and enhanced
regiond integration.

Labor/Child Labor/Human Rights. Internationaly recognized workers rights, including the right to
organize and bargain collectively, are generdly respected, dthough enforcement of labor lawsis
sometimes a problem. There are severd active unionsin the private and public sector. Forced labor is
officidly prohibited. The government recognizes that children work in agriculture, the informal sector,
and as domedtics, but maintains that most work in family enterprises. The government has gpproved
studies regarding child labor in cocoa production. Cote d' Ivoire ratified 1LO Convention 182 and
Convention 138 in March 2002, and is drafting legidation to bring the law into conformity with ILO
conventions. Authorities arrested several suspected child traffickers and repatriated severa hundred
children under an accord it Sgned with Mali in 2000. The government has reopened the investigation
into the politica violence of 2000 and early 2001. A military court in late 2001 found insufficient
evidence in a case againg eight gendarmes accused of extra-judicid killings, the only trid to date
semming from the political violence. There are dtill problems with extra;judicid killings, arbitrary arrest
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and detention, and beatings by security forces, although these decreased significantly over the previous
year.

DEMOCRATIC REPUBLIC OF THE CONGO

Status: Not AGOA digible: The Democratic Republic of the Congo did not receive AGOA
beneficiary country designation largdly because of concerns related to economic reform, the rule of law,
labor and human rights.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Since August 1998,
the Democratic Republic of the Congo (DROC) has been devastated by war; a cease-fireisin effect
but the economic Stuation remains dismd. The United States has a bilateral investment treaty (BIT)
with the DROC. The government implemented economic reforms sarting in May 2001; inflation has
been gabilized, oil prices have been liberalized, and the government is courting foreign investment.
DROC has anew investment code that is trangparent and equitable. However, war and foreign
occupation, rampant corruption exacerbated by low public sector wages, and outdated laws, contribute
to aweek investment climate. The government has frequently interfered in business activities, including
frequent harassment of foreign companies and their representetives. The government has signed
international accords deding with intelectua property protection but enforcement has been lax to non-
exigent. There are two outstanding expropriation clams by U.S. citizens.

Rule of Law/Palitical Pluralism/Anti-Corruption: The government has sweeping powers to make
political arrests, and minorities and dissenters are frequently the targets of violent attacks and
imprisonment without due process; however, the incidence of arbitrary arrests and cases of torture have
been less frequent. Respect for freedom of speech and the press has improved but problems remain.
The government has lifted a ban on opposition politica parties, dthough some groups still encounter
difficulties in organizing. There were instances of harassment, intimidation, arbitrary arrest, and detention
of members of the media, human rights NGOs and politica opposition. The judiciary is subject to
executive influence and suffered from lack of resources. The Inter-Congolese Didogue ended April 19
without an inclusive agreement on a democratic trangtion process.

Poverty Reduction: Poverty iswidespread and amost dl government expenditures go toward
government employee wages. Physicd infragtructure isin serious disrepair, financid inditutions have
collapsed and public education and hedlth have deteriorated. Per capitaincome has decreased
approximately 20 percent since 1998. The lack of politica control over large parts of the country
makes any poverty reduction efforts by the government difficult. The government has drafted a Poverty
Reduction Strategy Paper.
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Labor/Child Labor/Human Rights. Government forces repeatedly detain labor activids. The
Condtitution prohibits forced labor. Labor law sets the minimum age for employment at 14 years. The
Minigtry of Labor is responsible for enforcing the |abor laws, but does not make an effort to enforce
child labor laws. The government retified ILO Convention 182 (worst forms of child labor) and 138
(minimum age) in June 2001. There were reports of forcible conscription by the government aswell as
forced labor by government alies. The government has demobilized some child soldiers, and has
committed to end the practice of recruiting child soldiers. It dso gave UNICEF access to military
campsto study thisissue. There has been progress on human rightsissues in areas controlled by the
government, but significant problems remain.

DJIBOUTI
Status: AGOA digible

AGOA Tradeand Investment: Djibouti did not record any trade to the United States in 2001 under
AGOA and no new U.S. investment was reported.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Djibouti's economy
continues to be based on trade through its port. The government is seeking investors for amajor port
expanson project. Privatization isapriority. In September 2001, Djibouti adopted anationd strategy
for privatization, focusing particularly on tedlecommunications, utilities and trangport (the airport).
Djibouti dso established a nationd agency to promote investment and assst potentid investors.
Parliament passed |egidation strengthening existing legd protections for intellectud property in January
2002. Citizens are free to pursue private busnessinterests, and there are no restrictions on movement
of capitd. The Djibouti franc istied to the U.S. dollar. Djibouti isin mid-phase of an IMF structura
adjusment program. Tax and banking reforms have been implemented. Djibouti offers sgnificant
incentives to the private sector, encourages foreign investment (the government has established an
agency to encourage and assist investors), and has an open trade regime. The entire country was made
afreetrade zonein 1995. In an effort to promote regiona economic development, the government
gave full autonomy to Djibouti’ s five digtrictsin May 2001.

Rule of Law/Palitical Pluralism/Anti-Corruption: The government hasimproved its record but
harassment and detention of the political oppostion gtill occurs. The government established an office
of accountability in September 2001, its mandate is to fight againgt corruption and promote
transparency within public finance, but corruption remains afactor. The April 1999 dections were
consdered generally fair. Severa political parties are recognized. In May 2001, the government signed
a second agreement with the leading oppostion party, putting an end to dl hodtilities in the northern
regions. The conduct of the upcoming generd eections, planned for December 2002, will provide
some indication of the success of efforts to promote transparency and politica pluralism. The President
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has committed to improve democratization, good governance, and the rule of law. Although the
condtitution provides for an independent judiciary, it is not independent in practice.

Poverty Reduction: According to the most recent officia dtatistics available (1996), 45 percent of
Djibouti’ s populetion livesin poverty. Thereisageneral consensus that the rate has grown much higher
snce 1996. An IMF Structurd Adjustment Agreement includes a three-year poverty reduction
strategy into which the government has placed great resources. However, athree-year drought has led
to an incresse in poverty and malnutrition. Manutrition has increased from 24 percent to 30 percent in
the last three years. The government recently published afive-year nationd plan aimed at rebuilding
socid and hedth services. The plan dso outlines a strategy for fighting HIV/AIDS.

Labor/Child Labor/Human Rights: The labor code, currently being revised by the government, in
conjunction with the private sector, prohibits dl forced or compulsory labor, including by children, and
is generaly observed under ILO auspices. The government dismissed union leaders and conducted
new eections. The ILO protested the move and new dections will be held in July 2002 with ILO
observers. The labor law aso prohibits labor by children under age 14, but laws are not enforced
effectively. Children are generdly not employed for hazardous work. Djibouti has not retified ILO
Convention 182 on the worst forms of child labor. Under the Congtitution, workers are free to join
unions and to srike, but the government interferes with these rights and police have arrested striking
workers. The ILO has repeatedly criticized the government's actions. Labor union elections are
scheduled for July 2002; the government has pledged to guarantee the trangparency of those eections.
There are instances of abuses by government security forces.

AGOA Outreach/Technical Assistance/Trade Capacity Building: No sgnificant activitiesto
report.

EQUATORIAL GUINEA

Status: Not AGOA digible Equatorid Guineadid not receive AGOA beneficiary country designation
largely because of concerns related to economic reform, rule of law, political pluraism, labor and
humean rights.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Mgor ail
discoveries are the reason for Equatoria Guined s recent dramatic economic growth and increased
U.S. investment. Nonethdess, the mgority of Equatoguineans il live by subsistence agriculture. Itis
aso making progress in developing the country’ s indtitutions, laws, and infrastructure. The government
ismaking effortsto liberaize trade regulations and lower tariffs to conform to the Centrd African
Economic and Monetary Community (CEMAC) codes. Thereisan investment code that provides
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basic legd protectionsto investors. Among Equatorid Guineal s mgor problems are undevel oped
indtitutions, poor fiscal discipline, and a corrupt judiciary.

Rule of Law/Padlitical Pluralism/Anti-Corruption: Elections have not been free and fair. The
government has harassed palitical opponents and, in March 2002, arrested severa opposition activists.
The mediaremains firmly under government control. The government is attempting to modernize its
inditutions and lega codes. Officid corruption remains a sgnificant problem, athough the government
has adopted a code of ethics for civil servants prohibiting corrupt activities. The Minigter of Justice
oversees a commission that investigates alegations of government corruption.

Poverty Reduction: The government has undertaken modest poverty dleviation and infrastructure
projects. For example, the government used oil revenue to establish anationa university, purchase
medicine, and recruit qualified foreign doctors. However, much of the oil revenue remains unaccounted
for. The government is developing a poverty reduction strategy, and is working with various donors to
develop socid welfare programs. The government reports that 12 percent of its revenues for 2001
were spent in hedlth, education, and socid welfare. The government encourages foreign investors
through tax creditsto hire and train Equatoguineans. The government has spent $2 million over recent
years to reduce HIV infection and reduce the vulnerability of a-risk groups, and is now spending $10
million ayear on HIV/AIDS prevention.

Labor/Child Labor/Human Rights. Despite some statements on improving respect for human and
labor rights, the government’ s overdl record remains poor. The government has dlowed the
International Red Crossto vidt prisons. Equatorid Guinearatified six ILO conventionsin 2001,
including Convention 182 on the worst forms of child labor, but there is fill child labor, primarily in the
informal sector, on family farms, and in sireet vending.  In 2001, the government passed legidation
legdizing trade unions, recognized an agricultura abor union, and diminated the requirement that al
workers had to belong to the ruling party. However, only one union has been registered, others have
been denied regidration, and one union founded in 1990 <till must operate in secret. Labor legidation
does not recognize the right to strike, collective bargaining, or theright to join international
organizations, and does not protect workers from anti-union discrimination. In mid-2001, the
Government agreed to participate in a DOL-funded ILO project to address worker rights problems.
Government security forces have committed serious human rights violaions, including torture,
intimidation and arbitrary arrest.

ERITREA

Status: AGOA digible
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AGOA Trade and Investment: Eritreadid not record any trade to the United States in 2001 under
AGOA and no new U.S. investment was reported. The Eritrean Government is now in the process of
applying for textile and gppard benefits under the Act.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Although one of the
world's poorest countries, Eritrea has made modest economic reforms. The Government has stated that
it is committed to amarket economy. However, the government and ruling party continue to exert a
dominant influence on the economy, and the war with Ethiopia dowed down the pace of economic
reform. Eritreajoined the World Intellectual Property Organization in 1997, but intellectua property
rights protections are till inadequate. Although there is no harmonized tariff system, Eritrea has
lowered taiffs, liberdized exchange contrals, and is working with the World Bank on an export
promotion program.

Rule of Law/Palitical Pluralism/Anti-Corruption: Nationa € ections, scheduled to take placein
1998, were postponed due to the outbreak of the war with Ethiopia, and have yet to be re-schedul ed.
The Condtitution, retified in 1997, provides for democratic freedom but its provisions have yet to be
implemented. The ruling party, the People's Front for Democracy and Judtice, is till the country's sole
politicd party. Inthefdl of 2001 the government shut down the independent press. At the sametime,
it arrested anumber of journdigs, editors and prominent politica dissdents, dl of whom it ill holds
without charges. The government also arrested two Eritrean employees of the U.S. Embassy, who
have been held without charges since October 2001. Corruption, is not amagjor problem, athough the
judiciary appears weak and subject to executive influence.

Poverty Reduction: Poverty iswidespread in Eritrea, encompassing about 80 percent of the
population. Eritrea has poverty reduction, school-building, health, and infrastructure devel opment
programs in place, and it made progress toward improving living sandards since independence in
1993. Despite scarce resources, exacerbated by the strain of maintaining avery large army, the
government is committed to poverty reduction and spending on hedlth and basic education. Eritrealis
working closdly with aid donors and NGOs to design and implement poverty reduction programs.
With progress in the peace process with Ethiopia, the government should be able to devote more
resources to poverty reduction.

L abor/Child Labor/Human Rights. There are no government restrictions regarding the formation of
unions, including within the military, the police, or other essentid services. The Condtitution prohibits
forced or compulsory labor, including that performed by children. However, high school and college
students are required by the government to participate in paid summer work programs. Some national
sarvice inductees are alowed to work &t their civilian jobs even while nominaly members of the
military. They are supposed to forfeit any paymentsin excess of their military pay to the governmen.
Thelegd minimum age for employment is 18 (gpprentices may be hired at 14). Nevertheess, large
numbers of children work in rurd aress, usudly on the family farm or in herding. In cities, some
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children work in manufacturing or in the informa sector. There are insufficient numbers of government
ingpectors to adequately enforce the child labor laws. The Government has ratified seven basic ILO
conventions, but has not ratified ILO Convention 182 on the worst forms of child labor. The
government’s overall human rights record has grown worse over the past year.

AGOA Outreach/Technical Assstance/Trade Capacity Building: Officidsfrom the U.S.
Embassy have made presentations on AGOA to government officids and before the mediaand
business groups. The Embassy has dso provided guidance to the government on its gpplication for
AGOA textile and gpparel benefits.  Two Eritreans in the leather industry participated in a State
Department International Visitor Program on AGOA in July 2001.

ETHIOPIA

Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Ethiopia s duty-free exports to the United States under AGOA were
vaued a $322,000 in 2001. Oneloca firm has begun exporting apparel to the United States, and
others have plansto do so.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The government is
committed to market-led growth and made congderable progressin stabilizing and liberdizing its
economy before the 1998-2000 war with Eritrea. From 1994-99 Ethiopia undertook a structural
adjustment program that resulted in numerous monetary and fisca reforms; including some privatizetion
of banks and insurance companies, introduction of aliberaized foreign exchange regime, enactment of a
revised investment code, and decreases in customs duties. Since the war ended, the government has
resumed economic reforms. Ethiopia has dlowed limited foreign participation in the energy and
telecommunications sectors. The investment office has darified invesment rules, smplified review and
approva procedures and has a one-stop center to assist investors. The investment code guarantees free
transferability of dividends, loan repayments, and capital, provides for compensation for expropriation,
eliminates depogit requirements for investors, provides incentives for priority investments, reduces
capital entry requirements for joint ventures, and permits duty-free entry of capital goods. Export taxes
for dl goods except coffee have been diminated. The government has a monopoly over utilities, but
partid privatization of the telecommunications sector is underway. Foreigners are not alowed to invest
in some sectors, such as banking, insurance, and transport. The government is working on arevised
commercid code with better protection for intellectud property. Despite reductions, tariffs are high and
the customs bureaucracy is cumbersome and inefficient.
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Rule of Law/Palitical Pluralism/Anti-Corruption: 1n 1991, Ethiopia overthrew a communist
dictatorship and began a process of democratization. Two relatively free and fair generd dections have
been held since then, and Ethiopia has made substantia progressin building democratic inditutions,
independent labor unions and political organizations. The government is organized around the concept
of ethnic federdism and the regions are becoming increasingly autonomous with a large degree of loca
control over fisca and most politica issues. Thejudiciary isweak and overburdened but demonstrates
sgns of independence. Corruption is a problem but the government is attempting to combat it. The
government set up an anti-corruption commission in 2001.

Poverty Reduction: Ethiopiaranks among the poorest countries in the world. Poverty aleviation has
been the number one priority of the government. There has been excdlent participation in the Poverty
Reduction Strategy Paper process; the paper should be finished by June 2002. Military spending has
dropped since the end of the war, and the government is redirecting expenditures to poverty reduction
and human capacity building. Primary education enrollment doubled from 1995 to 2001, but schools
are inefficient and low quality; inadequate facilities and scarce resources are mgjor problems. The
government has a new education program intended to improve the quaity of education and promote
socid equality by narrowing gaps in access based on sex, region, and urban/rural aress.

Labor/Child Labor/Human Rights. Eighty percent of Ethiopians work in agriculture, with children
often working alongside parents. In urban areas, children are found working as domestic workers,
street peddlers, and as employeesin private enterprises. The ILO has established that child soldiers
are not currently a problem in Ethiopia. Although Ethiopia has not yet ratified 1LO Convention 182 on
the worst forms of child labor, it has enacted most ILO core standards into law. The Condtitution
provides most workers the right to form and join unions and to strike. There is an active tripartite
diaogue among the government, unions and employers associaions. Some areas of concern remain.
The Ethiopian government has promised the ILO since 1994 that it would review and reform its | abor
legidation. Ethiopia s human rights record is poor; however, progress is being made in some arees.
Security force members have committed extra-judicid killings, reportedly beat and mistreated
detainees, and practice arbitrary arrest and detention. The Prime Minister is committed to establishing
a human rights commission, and a human rights ombudsman should be selected by July 2002.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: In July 2001, a
ddegation from USTR, Customs, and the Department of Commerce conducted an AGOA workshop
in Ethiopia, with a specid focus on the textile and apparel provisons of the Act. Ethiopian
representatives aso participated in the AGOA regiond seminar held in Ugandain March 2002. U.S.
Embassy officids have traveled widely in-country to promote AGOA and have asssted government
officids to obtain information on sanitary and phytosanitary standards. The Ethiopian Chamber of
Commerceis providing training on AGOA to smadl and medium sized businesses. Ethiopia could
benefit from technica assstance and training related to globa market competitiveness issues, cusoms
vauation, and messures to liberdize the telecommunications sector.
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GABON
Status: AGOA digible.

AGOA Trade and Investment: Gabon's duty-free exports to the United States under AGOA were
vaued at $938.8 million in 2001, dmost dl of which were oil or energy-related products. These
exports represented 54 percent of Gabon' s total exports to the United States. No AGOA-related
investment was reported.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Gabon has one of
the highest per capitaincomes in sub-Saharan Africa, owing in large part to its small population and
subgtantid oil wedth. The gate controls much of the economy, including oil refineries,
telecommunication, and timber export. However, it has made progressin privatizing other industries.
The production of oil, wood, and mineralsislargely private, and water, eectricity, railroad, and sugar
parastatals have been privatized. The telecom paragtatd will be privatized in 2003, and other
government-owned indudtries are in various states of privatization. Government financia
mismanagement and corruption have blemished the country’ sinternational image and contributed to
ggnificant arrearsin external and domestic debt payments. Gabon's investment regime provides for
liberalized and streamlined procedures, and for equal treetment of domestic and foreign investors.
However, alack of transparency, widespread corruption, and large vested interests hinder Gabon's
€CoNoMmic management.

Rule of Law/Palitical Pluralism/Anti-Corruption: The December 2001 e ections were marked by
organizetiona flaws and other irregularities. There are severa political parties, but the ruling party
controls most government bodies. Week public sector financia management facilitates corruption.  In
2001, the government initiated mesasures to improve transparency in financid systems, at the urging of
the IMF. The legidature has considered anti-corruption bills, but has not passed final legidation. The
judiciary is subject to politica interference.

Poverty Reduction: Gabon has committed to alocate 20 percent of itsinvestment budget to
education and health care, but it has not yet met that target. Literacy and life expectancy are lower in
Gabon than in countries with comparable incomes. In 2001, the government drafted itsfirst Poverty
Reduction Strategy Paper (PRSP) that, while having several weaknesses, could provide the basis for
improved anti-poverty efforts. With the end of the IMF program, however, it is unclear to what extent
the PRSP will be incorporated into the government’ s policies.

Labor/Child Labor/Human Rights. The Congtitution places no restrictions on the right of association,
and recognizes the right to form trade and |abor unions. Virtudly the entire private sector workforce is
unionized. Collective bargaining is dlowed at the industry level, but not within individud firms. The ILO
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has expressed concern about government actions that suspended certain trade union activities and
impaosed sanctions for striking. Child labor laws are rigoroudy enforced with respect to Gabonese
children, and there are few citizens under age 18 in the wage sector. Gabon rétified ILO Convention
182 (worgt forms of child labor) in 2001. However, trafficking in children remains a serious problem;
Gabon is a degtination country for trafficked children from West African countries. The government
hosted aregiond conference on trafficking in February 2001, isworking with UNICEF and the ILO to
address the issue, and designated foca points in each ministry with relevant respongbilities. Gabon is
aso consdering amending its national legidation to ded directly with trafficking, and is developing a
plan to rehabilitate victims of trafficking. There are isolated rule of law problems and security force
abuses, and in 2001 there was one credible report of an extrajudicia killing by amember of the
security forces.

AGOA Outreach/Technical Assstance/Trade Capacity Building Needs: U.S. Trade and
Development Agency and Export-Import Bank representatives visited Libreville severd timesin the
past year to discuss possible trade and investment opportunities. In March 2002, an Export-Import
Bank representative presented a one-day seminar on trade and financing. The Trade Ministry sent a
representative to the regional AGOA seminar held in Y aounde, Cameroon in March 2002.

THE GAMBIA

Status: Not AGOA digible: The Gambia did not receive AGOA beneficiary country designation
largdly because of concernsrelated to politica plurdism and human rights, and credible evidence from
United Nations investigations of government involvement in the illicit conflict diamonds trade.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The Gambiahas
undertaken an extensive structural adjustment reform program designed to creste a better commercid
environment for the private sector. Plansinclude increasing private sector participation in airport, port,
and telecommunications operations, the adoption of a privatization law, and the creetion of aregulatory
agency to facilitate privatization. The World Bank and the Gambia have ajoint project to encourage
private sector-led growth and foster new foreign and domestic investment, including establishing Free
Trade Zones. A new commercid chamber has been created in the High Court to smplify and expedite
bankruptcy cases. The government announced plans to smplify the tariff structure and reduce import
rates, and has put into place a system to ensure more efficient and flexible international commercia
transactions. The Gambiais a member of the West African Second Monetary Zone. The Gambiaisa
member of the World Intellectua Property Organization, a signatory to the Paris and Berne
Conventions, and isamember of the WTO. Prosecution of counterfeiters appears sporadic.

Rule of Law/Palitical Pluralism/Anti-Corruption: The President was re-elected in October 2001,
in dections that were judged to be relaivey free and fair, despite some irregularities. In response, the
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United States normalized relations and lifted sanctions placed on The Gambia after the military coup
that brought the President to power in 1994. The government also lifted its ban on pre-coup political
partiesin July 2001, and in December 2001 offered to alow the previous President to return from
exile. Oppogtion politicians and journaists have been subject to arbitrary arrest and detention.
Freedom of assembly is redtricted, and the press, while sometimes critical of the government, practices
self-censorship. Corruption is prevaent.

Poverty Reduction: In conjunction with the IMF, the government recently findized a second Strategy
of Poverty Alleviation (SPA) after ayear of extengve consultations. The SPA aimsto eradicate
poverty by encouraging economic growth and reducing income inequadities. The program aso
recognizes the importance of hedth, education, and gender issuesin poverty dleviation.

Labor/Child Labor/Human Rights: Although Gambian Iabor laws give private sector workersthe
right to bargain collectively, prohibit forced or compulsory behavior, and codify acceptable work
conditions, concerns remain about the government’ s commitment to respect the right of assembly and
the right to bargain collectively. An ombudsman’s office provides an avenue for government employees
to apped their termination and seek redress for unfair personnd actions. Government intervention in
labor disputes is not common, but occurred in one casein 2001. The Gambia hasratified both ILO
Convention 138, on the minimum age, and 182 on the worst forms of child labor. Gambian law
prohibits child labor, but children work on family farmsin rurd villages and in urban aress. The Gambia
isadedtination for children trafficked from West and Centrd Africa. Occasiond abuses by security
forces, include beatings and arbitrary arrests.

GHANA
Status: AGOA digible, including apparel and textile benefits

AGOA Trade and Investment: Ghana s duty-free exports to the United States under AGOA were
vaued at $42.9 million in 2001, consigting primarily of energy-rdated products. These exports
represented 23 percent of Ghana stota exports to the United States. A U.S. firm has announced plans
to establish a sock factory, and other companies are considering appard projectsin Ghana. Another
U.S. firm is building afood-processng plant to take advantage of AGOA. A mgor Ghanaian furniture
manufacturer is planning to enter the U.S. market under AGOA.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Ghanahasa
market-based economy with few barriers to trade, and is the sixth-largest market for U.S. exportsin
sub-Saharan Africa. “ Specid taxes’ on various imports were either reduced or diminated in 2001.
More than two-thirds of Ghana's parastatal's have been privatized, and the government plansto
privatize several more. Private property rights are protected by law, though disputes over land
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ownership are common. A commercid court system expedites decisions on trade and commercid
cases. The government is drafting new intellectua property rights legidation for introduction to
Parliament in 2002. Ghana has a Trade and Investment Framework Agreement (TIFA) with the
United States. In severd ongoing cases, the Government of Ghana has failed to pay U.S. companies
for goods and services.

Rule of Law/Palitical Pluralism/Anti-Corruption: The current government took office in January
2001, marking the first peaceful democratic transtion from one politica party to another in Ghana's
higtory. Ghana generdly respects the right to due process, dthough lengthy pre-trid detentions and
corruption are problems. The high court ruled againgt the government’ s use of fast-track court
procedures in 2002, a decison now under gpped. The judiciary has ruled againg the government in a
least one case involving atrade dispute with an American firm. However, the integrity of the legd
system is compromised by a severe lack of financia, human, and materiad resources. Freedom of press
and assembly are routinely observed. Ghana established a Serious Fraud Office in 1997 to expose and
prosecute officia corruption, and the government continues to pursue a* zero tolerance” policy on
corruption.

Poverty Reduction: Ghanaqudified for interim HIPC debt rdief in 2001, and has committed to
spending 80 percent of the debt relief it receives on poverty reduction. The government worked with
civil society to draft a Poverty Reduction Strategy that has been endorsed by the donor community.
Ghanas "Vision 2020" plan for raising living standards in order to become a middle income country
over the next two decades is the cornerstone of its efforts to reduce poverty. The government alocates
about nine percent of its recurrent budget to health care and has introduced mandatory fee exemption
policies for the poorest to improve universal access to hedth services. The Free Compulsory Universal
Basic Education program is along-term initiative designed to ensure that education remains at the core
of Ghana's nationa development plan.

Labor/Child Labor/Human Rights: The government has made combating child labor and trafficking
ahigh priority, and has taken aleadership role on thisissue in the region, hosting an ECOWAS
conference on trafficking in personsin October 2001. Ghana has ratified ILO Convention 182 on the
worst forms of child labor, and has a Ministry of Women's and Children’s Affairs that focuses on
boosting school attendance and reducing child Iabor. The law sets the minimum age for employment a
15, but isrardy enforced. The nationa steering committee for the Internationd Program for the
Elimination of Child Labor has developed an action plan to diminate child labor in Ghana. The DOL is
providing support and resources for Ghanas participation in the ILO's Internationa Program on the
Elimination of Child Labor. Ghana till needs to bring its overdl labor legidation into conformity with
ILO conventions, it maintains alaw that makes alegd strike dmost impossible. Despite serious human
rights abuses by police, including beatings, arbitrary arrest, and detention, the government has made
improvements in its human rights practices. Police training on the use of non-letha force has reduced
the number of killings and serious injuries a demondrations.
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AGOA Outreach/Technical Assistance/Trade Capacity Building Needs. The U.S. Embassy has
carried out extensive AGOA outreach activities, including public speeches, broadcast mediaiinterviews,
and the establishment of an AGOA help desk. USAID has provided support to Ghanaian
entrepreneurs on understanding AGOA and the U.S. market. Additionally, USAID has organized
workshops and seminars. The U.S. Trade and Development Agency sponsored a delegation of
Ghanaan appard manufacturers to the Unites States to identify and source gpparel manufacturing
equipment. Ghana could benefit from further practica training on phytosanitary regulatory issues,
labeling requirements, and customs procedures.

GUINEA
Status: AGOA digible

AGOA Trade and Investment: Guinea s duty-free exports to the United States under AGOA were
valued a $191,000 in 2001, consisting primarily of forest products shipped under the GSP provisons
of the Act. These exports represented less than one percent of Guineal stota exports to the United
States. New AGOA-related trade and investment has been limited in Guinea despite enthusiasm for
AGOA.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Guineahasa
market-based economy with an investment code, which guarantees rights to al to undertake any
economic activity, and is open to direct foreign investment. Guinea diminated price controlsin the
1990s and has undertaken reforms of tax and customs systems. The land tenure code of 1996 provides
alegd bassfor land ownership. The government is disengaging from productive commercid activities
through an ongoing privetization program. New laws bringing Guineainto compliance with TRIPS came
into effect in March 2002. There are no mgjor barriers to foreign investment and trade.

Rule of Law/Palitical Pluralism/Anti-Corruption: Guineaisaconditutiond government in which
effective power is concentrated in a strong presidency. Although the 1998 presidential elections were
more fair and trangparent than in 1993, there were widespread irregularities that favored the incumbent.
A nationa referendum in November 2001, marked by alack of transparency and government
harassment of the opposition, extended the term of the president and alowed unlimited re-ection.
Legiddtive eections, postponed since 2000, are currently set for some time in June 2002, and the
government crested an autonomous electoral commisson. A prominent political prisoner (Alpha
Conde) was released in May 2001. The justice system appears to provide inadequate guarantees of
farness and safety to suspects and prisoners. In response to concerns about this, the government
agreed to initiate reforms in the justice and pend systems. The Minitry of Judtice Sarted a nationwide
daily-review system to track investigations with the goa of monitoring the time an accused suspect
spends in pre-trid detention and has begun other measures to improve on providing suspects a Speedy
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and far trid. The United States is urging progress on reducing pre-trid detention, improving the
prisons, and making security personne accountable for their actions towards civilians. While the print
mediaislargely free, there is no private eectronic media and radio. The government has crested a
national anti-corruption committee and promised the IMF it would reform the mining sector supervisory
body aswell as conduct audits of the water, electricity, telephone and port authorities. Corruption
remans amgor problem; enforcement of anti-corruption lawsisirregular and inefficient.

Poverty Reduction: Guineaiis working with the IMF and World Bank to meet the benchmarks of its
Poverty Reduction and Growth Facility. Guineafindized a Poverty Reduction Strategy Paper in early
2002. Condruction of more than 3,000 new community hedlth centers has improved hedlth service
ddivery, but progressin improving education has been dow.

Labor/Child Labor/Human Rights: The Labor Code specifically forbids forced or compulsory labor,
and there is no evidence of its practice. The Condtitution provides the right to form independent Iabor
unions. The Labor Code alows unions to engage in collective bargaining and to negotiate with
employers.  Minimum age for employment is 16, but child labor remains problematic, particularly in the
informal sectors (subsistence farming, petty commerce, smal-scae mining). Guineaiisfindizing its
ratification of ILO Convention 182 on the worst forms of child labor. The U.S. shares ILO concerns
that labor standards in the country are not comparable to internationa labor standards in areas such as
forced labor, discrimination in employment and anti-union discrimingtion. There have been problems
with human rights abuses committed by members of the security forces, but there has been
improvement over the past year. Guineais hogt to thousands of refugees from Sierra Leone and
Liberia, and has seen sgnificant improvement in its trestment of refugees.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: The U.S. Embassy has
actively promoted AGOA. It has provided training to help increase U.S.-Guinean business linkages,
including a“Made In the USA” seminar, Internet training, customs regulations resource training, and a
seminar on agricultura issues. Guined s government and business community need training on a variety
of levels. Practica training is needed on agriculturd sanitary and phytosanitary Sandards. Assgtanceis
a0 needed in etablishing an effective AGOA textile and gppardl visasystem. Guined s producers are
unable to ensure congstent quality and quantity of their production and this deters them from making
gainsinthe U.S. market. Some producers are addressing this through the formulation cooperatives.

GUINEA-BISSAU

Status: AGOA digible

AGOA Trade and Investment: Guinea-Bissau did not export to the United States under AGOA in
2001.
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Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Over the past four
years, dl of the governments of Guinea-Bissau (which has undergone a succession of rebellionsand a
coup detat) have supported the transition to a market economy. Since 1997, Guinea-Bissau has
implemented trade reforms and liberdized prices. The state no longer dominates the commercid sector.
Guinea-Bissau has abolished state marketing boards, privatized some companies, and ended price
controls. The privatization program is continuing, and a new investment law was adopted to facilitate
private economic activity. Although intellectud property laws exist, enforcement isineffective.

Rule of Law/Poalitical Pluralisn/Anti-Corruption: The country adopted a plurdistic congtitution in
1991, paving the way for democratic rule. Elections were hed in 1994 and (following acivil war and a
coup detat) in 2000. The latest dections were considered generdly free and fair, but the elected
government, an enthusiastic supporter of free-market liberdization, remained under the threet of military
interference. Guinea-Bissau has anti-corruption laws, but anti-corruption efforts are sporadic and
uncoordinated. The judiciary is subject to politica influence and corruption.

Poverty Reduction: Guinea-Bissau has not yet adopted a poverty dleviation strategy but is preparing
one. The government has implemented some new hedlth programs.

Labor/Child Labor/Human Rights. Guinea-Bissau has not rétified ILO Convention 182 against the
worst forms of child labor and lacks legd protection for the right to collective bargaining. Guinea:
Bissau, to date, has not ratified either Convention 87 or 98, two fundamenta 1LO workers' rights
conventions. The government has aso had some problems concerning human rights.  Security forces
have reportedly committed abuses, including bestings and arbitrary detention.

AGOA Outreach/Technical Assistance/Trade Capacity building Needs. No sgnificant activities
to report.

KENYA
Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Kenya s duty-free exports to the United States under AGOA were
vaued a $58.9 million in 2001, nearly 90 percent of which wasin the gpparel sector. These exports
represented 46 percent of Kenya stota exportsto the United States. Kenyan exports to the U.S.
increased markedly in 2001 over 2000, especidly in textiles and apparel. Three closed garment
factories re-opened, and six new firms were established. Kenya' s Trade and Industry Minister says
AGOA has created $13 million in investment and 20,000 new jobs. Other products that have seen
ggnificant export growth under AGOA include horticultural produce, handicrafts, and fish products.
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Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Since 1993, Kenya
has made dow but continua progress in implementing free market reforms, including protection of
private property. During this period, Kenya ended foreign exchange and price controls, lowered tariffs,
and privatized 168 out of 207 state-run companies. Since 1996, however, the pace of reform has
dowed, particularly with respect to privatization; the privatization of the telecommunications parastatal
hassdled. A law that would re-impose government controls on interest rates has not been enacted
due to aHigh Court ruling againg its retroactive implementation. Corruption remains one of the most
serious congraints on the economy.

Rule of Law/Palitical Pluralism/Anti-Corruption: Kenya has been a multiparty democracy since
1992. However, harassment of opposition paliticians, NGOs, and critical newspapersremainsa
problem, and serious violence marred the last two generd dections. The Condtitution guarantees an
independent judiciary, but the courts suffer from corruption and executive branch influence. Recent
laws strengthened the Parliament, and an ongoing Congtitutional Review may bring further changes,
athough it will not meet its October 2002 deadline for preparation of a draft new condtitution. The
government has significantly reduced its domination of broadcast mediain the past few years. Kenya
has failed to establish an effective system to combat serious and pervasive corruption and bribery since
the Kenyan Anti-Corruption Authority was ruled uncongtitutiona in December 2000. The Attorney
Generd tabled a draft Corruption Control Bill in Parliament April 16, 2002, but it is too soon to know
its effectiveness.

Poverty Reduction: Kenyalaunched its Poverty Reduction Strategy Paper in March 2002, but there
isno forma linkage between this and the budget process. Excluding wage hills, the budget devotes 2.9
percent to hedth care and 2.7 percent to education. According to the government, 56 percent of
Kenyans live on less than $1 a day, up subgtantialy from 2000.

Labor/Child Labor/Human Rights. Kenya has strong labor laws, however, enforcement is
problematic. A de-registered labor union for civil servants was dlowed to re-register in December
2002. The law protects fundamenta worker rights, but workers face de facto restrictions to forming
unionsin the export processng zones. Some laws regarding emergency labor were found to bein
contravention of 1LO provisions on forced labor and freedom of association. Kenya formed a task
force in June 2001 to ensure Kenyan labor law is AGOA-compliant; the task force has dready
identified a problem concerning safety standardsin export processing zones that the government is
moving to fix. Child labor is a serious problem, especidly in subsstence farming and fishing. The
government has taken steps to combeat the worst forms of child labor, including ratifying ILO
Convention 182 in 2001, enacting a Children’s Act in December 2001, and setting up a Child Labor
Divison in the Minigtry of Labor. Kenyaisamember of the ILO’s International Program on the
Elimination of Child Labor and participatesin an ILO regiond project to address child labor in
commercia agriculture. Laws safeguard freedom of the press and of assembly, and protect againgt
torture. Kenya has made significant progress in human rights, but the government’ s human rights record
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is uneven. The government sometimes redtricts freedom of assembly by requiring notification of public
mesetings or by disrupting them. Journdists suffer occasiona harassment. Security forces are poorly
trained, use excessive force and sometimes torture or even kill suspects and detainees.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: U.S. Embassy officids,
including the Ambassador, have met with scores of Kenyan business groups and companiesinterested
in exporting under AGOA. The Embassy aso sponsored an AGOA-related speaking tour by aU.S.
private sector expert on U.S-Africatrade. AGOA has featured heavily in programs managed by the
USAID regiona mission in Nairobi. AGOA wasthe catdys in the formation of the first African
chapter of the Organization of Women in Internationa Trade, which the USAID misson helped to
facilitate. Over 50 Kenyan private sector representatives and government officids attended the March
2002 AGOA regiona seminar in Uganda. In order for Kenya s appardl sector to continue benefitting
from AGOA, it mug revitdize its domestic cotton ginning and spinning operations. The Kenyan
government is in the process of requesting a feagibility study from the U.S. Trade and Devel opment
Agency on replacing obsolescent gins and rguvenating the sector. In order to expand the benefits of
AGOA beyond the appard sector, Kenya will need assistance in developing a pest risk assessment
program, in conformity with USDA guidelines, for each agricultura export commodity.

LESOTHO
Status: AGOA digible, including for textile and apparel benefits

AGOA Trade and Investment: Lesotho's duty-free exportsto the U.S. under AGOA were valued
a $129.6 million in 2001, amost dl of which consisted of gppardl. These exports represented 60
percent of Lesotho’ stotal exports to the United States. AGOA has prompted a massive surgein
employment in Lesotho' s textile and appardl sector, adding 15,000 new jobs; for the firgt time,
employment in the manufacturing sector exceeds that of the public sector. Twelve new textile factories
have opened in the first three months of 2002 alone. Because of this expansion, Lesotho is building
new indugtrid dtes. A U.S. trangport and warehousing company plansto locate in Lesotho to serve the
textile manufacturing sector. Mogt investors are from the Far East and South Africa.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The smdl economy
is based largely on herding, subsistence agriculture, and export of water and labor to South Africa -
athough with AGOA, the manufacturing sector has increased significantly. Lesotho initiated an
economic reform program with the IMF. It is making significant progress toward a market-based
economy that protects private property rights, and is privatizing many utilities and other parastatal
enterprises, reaching out to foreign investors. High tariffs maintained by the Southern African Customs
Union (SACU) discourage imports of U.S. whest.
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Rule of Law/Poalitical Pluralism/Anti-Corruption: The government is a congtitutiond monarchy with
aggnificant role for traditiona chieftains. The Condtitution provides for an independent judiciary, laws
provide for due process, and authorities generally respect court decisions and rulings. Meetings and
ralies by the twelve registered palitica parties are not hindered. Outside observers concluded that the
1998 dection met internationa standards and accurately reflected the will of the voters. Security force
officers were convicted and sentenced for participation in amutiny in 1998. Lesotho passed an anti-
corruption act in 1999 and has taken other stepsin response to dlegations of corruption. Nineteen
political parties have registered for parliamentary e ections scheduled for late May 2002; the
government has again invited outside observers.

Poverty Reduction: Lesotho isworking with the World Bank to develop a poverty reduction strategy,
but unemployment remains high - about 40 percent — especidly in rurd aress. Primary education was
made free in 2000 and mogt children aged six to twelve attend school. HIV/AIDS remains a sgnificant
problem.

Labor/Child Labor/Human Rights. Lesotho generdly respects the human rights of its citizens,
athough there were reports of police using excessive force during arrest. Prison facilities are
overcrowded and in disrepair. Worker rights are enshrined in law, but not always respected in practice.
There have been reports that employers harass and intimidate union organizers and prevent them from
entering industrid areas and that workers face the threat of 1oss of employment if they join unions.
Lesotho established an independent Directorate of Dispute Prevention and Reconciliation for labor
issuesin November 2001. The government is working with the ILO to conform loca policiesto
internationd standards, and has gpplied to join the International Program on the Elimination of Child
Labor. Lesotho hasratified key ILO conventions, including 138 (Minimum Age for Employment) and
182 (Worst Forms of Child Labor). Claims of child Iabor were investigated by the ILO, which found
no evidence to support the charges.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs. U.S. Embassy and
regiond officids have worked closely with Lesotho government officials and the private sector to
publicize investment opportunitiesin Lesotho under AGOA. A ddegation from the U.S. Congress
vidited the country in January 2002 to witness Lesotho’ s success under AGOA. The Government of
Lesotho has identified the following areas as priorities for technical assstance: reorganization of the
Trade Minigry’ sinternationa trade section; assstance in registration and certification of handcraft items
under AGOA,; establishment of a one-stop shop for U.S. investors; and a study to identify AGOA-
eigible items for which Lesotho might have a compardtive advantage.

LIBERIA

Status: Not AGOA dligible: Liberiahas not been designated an AGOA beneficiary country largely
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because of concerns related to economic reform, rule of law and corruption, human rights, and its
destabilizing policiesin the region, particularly its participation in the conflict in Sierra Leone.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Government officids
and former combatants continue to exploit the country's natural resources for persona benefit. Despite
Liberidsrich natura resources and potentid for self-sufficiency in food, the country's productive
capacity remains depressed by an eighty-five percent unemployment rate, a fifteen percent literacy rate,
and the absence of basic infrastructure. Price controls on key commodities such asrice, coffee, cocoa
and petroleum products remain in effect, athough the government liberdized the rice market by ending
the import monopoly. Rulesfor foreign investment remain opague and investors are often subjected to
bribes and extortion.

Rule of Law/Palitical Pluralism/Anti-Corruption: Liberiads economy was devastated in the seven-
year civil war that ended in 1996. Since the eection of President Charles Taylor in July 1997, the
government has done little to encourage economic development, ensure the rule of law, improve its
human rights record, limit corruption, or promote foreign investment. Extortion is awidespread
phenomenon in dl levels of society. The legidature and the judiciary do not demongtrate genuine
independence from the executive. The 1997 eections were deemed free and transparent, but were
conducted in an atmosphere of intimidation, as citizens feared that military forces loyd to Charles
Taylor would resume the civil wer if Taylor logt the eection.

Poverty Reduction: Thereis no effective socid service delivery system and the government directs
few resources to poverty dleviation. The country's primary hospita is closed due to lack of funds,
supplies, and personnel.

Labor/Child Labor/Human Rights. The government’s human rights record is poor, and its agents
commit extrgjudicia killings, disappearances, torture and bestings, intimidate and threaten the press and
arest journdigts, and harass human rights defenders. The Labor Code explicitly prohibits forced labor,
but there are reports of the use of forced labor on timber concessions and elsewhere. The ILO has
noted a number of instances in which the government has failed to bring law and regulation into
conformity with existing conventions or otherwise submit textsfor ILO review. Specificdly, Liberiahas
not ratified ILO Convention 182 on the worst forms of child |abor. There are credible reports of
security forces forcing children to work. There have been instances of prisoners being illegdly "hired
out" by prison officids to private enterprises. Prison conditions are severe and sometimes life
threatening. Starting in July 2001, the government released dl politica prisoners charged with treason
and sedition and declared amnesty for exiled political opponents. However, in February 2002 the
government declared a Sate of emergency in response to heightened insecurity closer to the capitd,
which it attributed to the insurgent group Liberians United for Reconciliation and Democracy (LURD).
Under the emergency the police detained dozens of suspected "dissdent collaborators’ and continued
arbitrary arrests of journdists and human rights defenders. In addition, government troops carried out
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widespread looting and other abuses againgt civilians.

U.S. National Security and Foreign Policy Interests: Liberia serioudy undermines regiond security
and U.S. interests by supporting Sierra Leone's Revolutionary United Front (RUF) rebels. The RUF
conducted a decade-long civil war in Sierra Leone and more recently carried the conflict into
neighboring Guines, cregting a severe refugee criss by attacking refugee camps and preventing the flow
of basic aid and food stocks to areas where more than 500,000 refugees and internaly displaced
persons reside. The UN Security Council imposed sanctions on Liberiain May 2001 because of the
government's support for the RUF.

MADAGASCAR
Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Madagascar’ s duty-free exports to the United States under AGOA
were valued at $97.1 million in 2001. These exports represented 36 percent of Madagascar’ s totdl
exports to the United States. Madagascar’s overal exports to the United States more than doubled
from 2000 to 2001. Mot of the increase was in the apparel sector, which added thousands of new
jobs. Unfortunately, the political unrest that followed disputed eections in December 2001 has greetly
reduced these exports thus far in 2002.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The economy of
Madagascar relies heavily on agriculture, including exports of shrimp, vanilla, coffee, and cloves. The
government is moving towards a market-based economy open to foreign investment. 1t has dismantled
some regulatory congtraints impeding private sector development. Madagascar is a member of
COMESA and the Indian Ocean Commission (I0OC) and was among the first countriesto put in place
COMESA and 10C tariff reductions. Private property rights are legdly protected, but enforcement
can be dow, cumbersome, and arbitrary. The government has enacted a strong investment code and
export processing zone legidation to attract foreign investment. However, privatization of the arline has
been dow and sometimes not transparent. Smuggling of precious stones, rare woods, and endangered
species are mgjor concerns. The government created two offices to deal with intellectua property rights
issues, but enforcement of lawvsisweak. The economic blockade of the capitd following the highly-
contested presidentia eection in December 2001 has made it extremely difficult and expengve to move
inputs and find products. Asaresult, most suppliersto U.S. importers had laid off most of their
workers as of May 2002. U.S. imports of appard in 2002 will probably drop below 1998 levels.

Rule of Law/Palitical Pluralism/Anti-Corruption: Madagascar has many palitica parties, aswell as
privately-owned newspapers, radio and TV Sations that regularly criticize the president and the
government. However, snce the current political criss, some radio stations belonging to the opposition
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were closed and newspapers were forbidden in certain regions of the country. Thejudiciary has been
strengthened by improved working conditions for court officias, sanctions against corrupt judges, and
through a program to disseminate lega information. Lengthy pre-trid detention remains a maor
problem. However, the government continues a mgor effort to reduce the number of these preventive
detainees. Anti-corruption laws are not efficiently enforced. Corruption ismost pervasive in the
adminigtrative sector (project gpprova, government procurement, licenses, judicia matters, etc.), and
among customs and tax officias.

Poverty Reduction: Overal economic performance improved over the past decade, but nearly 75
percent of the population gtill livesin poverty. A poverty reduction strategy isin place. School
enrollment increased from 61 percent in 1993 to 76 percent in 1999. The IMF gpproved release of the
second tranche of its Poverty Reduction and Growth Facility. The government has focused on basic
education and hedth services. The government has negotiated an ambitious Structurad Adjustment
Program with the World Bank and IMF to reverse economic decline, launch sustainable growth, and

reduce poverty.

Labor/Child Labor/Human Rights. The law provides workers, other than essential service workers,
the right to establish and join labor unions. The ILO Committee of Experts noted that many categories
of workers are ingppropriately designated as essential workers, and thus not alowed to strike.
Discrimination againgt union organizersis prohibited, but enforcement of |abor regulations is hampered
by lack of government resources, including in export-promotion zones. Forced labor is prohibited.
Forced or bonded child labor is prohibited, and this law is effectively enforced. The government ratified
ILO Convention 182 on the worst forms of child labor in 2001, dthough child [abor is present, mostly
in agriculture and the informa sector. The ILO has asked the government to bring existing labor laws
into conformity with ILO conventions and international labor standards. Despite reports of trafficking in
women and girls, no arrests or convictions have been made. The government generally respectsthe
rights of citizensin most areas. Prison conditions are poor. A number of human rights groups operate
without restriction and government officids are cooperative and responsive. However, use of traditiona
justice systems in rurd aress |leads to frequent violations of rights of the accused.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs. The U.S. Embassy
conducted significant outreach activitiesin 2001. These included Embassy presentations on various
aspects of AGOA to diverse groupsin the capitad and in other provinces. The Embassy publishesa
popular quarterly commercia bulletin for the business community. The Government of Madagascar
sponsored severa workshops and training programs related to AGOA, on occasons in conjunction
with the Embassy. Madagascar has expressed interest in obtaining U.S. assistance with supplying
equipment (computers) to process customs information, receiving training for customs agents on
AGOA issues, and investment and matchmaking services for loca companiesin the textile sector.

-108-



MALAWI
Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Madawi’ s duty-free exports to the United States under AGOA were
vaued a $35.4 million in 2001, most of which were agriculturd products. These exports represented
49 percent of Maawi’ stotal exports to the United States. Malawi was approved for textile and apparel
benefits in August 2001 and has seen an immediate doubling of its exports to the U.S. in this sector.
Two textile plants operated by Taiwanese investors are in the process of adding over 4,000 new jobs,
and two other companies are preparing to export to the U.S..

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Mdawi hasa
market-based economy and arddively free invesment climate. Economic liberdization and
deregulation have fostered development of small-scae farms and agriculturd diversification. Pricesfor
most goods and exchange rates are market-determined. The government encourages investment
without restriction on ownership, size of investment, source of funds, or destination of the final product.
Domedtic and foreign investors are treated equally. The government has to date privatized 48 of 110
targeted companies, and is currently privatizing firms in the telecommunications, aviation, transportation,
dairy, and banking sectors.

Rule of Law/Palitical Pluralism/Anti-Corruption: Since becoming a multiparty democracy, Maawi
has successfully held nationa dections twice, in 1994 and 1999. The opposition holds alarge minority
in Parliament. Mdawi's laws and judiciary afford equd access to domestic and foreign parties, but
resolution of cases can be lengthy due to case backlogs and limited resources. The Condtitution
guarantees freedom of gpeech, religion, and assembly, providesfor rule of law, the right to due process
and afair tria, and equd protection under the law. The Anti-Corruption Bureau operates without
interference and is actively pursuing investigations into public and private corruption. It is common for
the government to run over its budget and the procurement system isinefficient and sometimes prone to
fraud. Mdawi’sjudiciary isrelaively independent but overburdened.

Poverty Reduction: Poverty dleviation isa priority of the Maawi government, which has st policies
accordingly and emphasized spending on health, education, agriculture, and private sector developmen.
Maawi reached the decison point for HIPC debt relief in December 2000 and has since developed its
Poverty Reduction Strategy Paper in conjunction with the IMF, World Bank, and bilateral donors. The
PRSP will be the main planning document for government budgeting and poverty reduction activities.
Primary education is free; enrollment increased significantly after the 1994 dections, with large gains for
girls. The government launched a comprehensve national HIV/AIDS Strategic Plan in late 1999.

Labor/Child Labor/Human Rights: Most of Maawi’ s labor |aws have been revised recently and
cover the mgjority of the ILO’s core labor standards. However, the lack of resources hampers
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government enforcement. Workers have the right to form and join trade unions, which are dlowed to
organize and bargain collectively. Maawi hasratified ILO Convention 182 (worst forms of child labor)
and 138 (minimum age). The ILO has funded a survey of the extent of child |abor, and a bill thet
should be submitted to Parliament in 2002 will address tenant farm practices; this legidation will
primarily affect the tobacco sector, where most of the child labor is believed to occur. There were dso
reports of trafficking in persons, specificaly children to work in other countries as bonded laborers.
UNICEF has a program to combat child labor. The government generaly respects human rights,
athough problems exist in some areas. There were instances of arbitrary arrest, detention, and bestings
by police. The government is addressing such behavior by better training for police. Prison conditions
arepoor. A wide variety of domestic and international human rights groups operate without
government retriction.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: The U.S. Embassy
facilitated two visits by Cotton Council Internationa to assess the capacity of locd textile and gpparel
manufacturers to supply the U.S. market. Maawian officias participated in aU.S. Customs Service
seminar in South Africaand, dong with private sector representatives, in the March 2002 AGOA
regiond seminar in Uganda. The U.S. Embassy actively promoted AGOA via public gppearances,
workshops, and mediainterviews. Maawi could benefit from assistance to: 1) address trade financing,
especidly for smal and medium-sized businesses; and 2) help establish new business linkages between
Maawi and the United States.

MALI
Status: AGOA digible

AGOA Trade and Investment: Mdi’s duty-free exports to the United States under AGOA were
valued at $293,000 in 2001, consisting mostly of forest products, mineras and metals shipped under
the GSP provisons of the Act. These exports represented five percent of Mali’ stotd exportsto the
United States.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Mdi has undertaken
reforms supported by the World Bank, the IMF and other donors, including the United States, to
implement a market-based economy. Mdi hasin place a progressive program of tariff reductions and
remova of non-tariff barriers. Privatization has been underway for a decade though some state-owned
companies remain to be sold to private investors. Reform of the key cotton sector isunderway. Mali
has been aleader in regiona economic integration among West African states and is a member of the
West African Economic and Monetary Union. Mali isamember of the World Intellectua Property
Organization, and a signatory of the Paris and Berne conventions. Thereisno legd barrier to foreign
investment and foreign trade. Nationd treatment is guaranteed for foreign investors. The government
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has made consistent efforts to attract U.S. businesses.

Rule of Law/Palitical Pluralism/Anti-Corruption: Mdi isacongdtitutional democracy. The 1997
presidentia and legidative dections were consdered generdly free and without evident fraud, though
twelve opposition parties boycotted the dection. Mdi is preparing for presidentia and legidative
electionsto be hed later in 2002. The judiciary continues to be subject to executive influence, but the
government has begun a plan to restructure and modernize the judicid system. Corruption is considered
acrime and punishable under crimina law. The government has worked with the U.S. Department of
Justice and the World Bank on anti-corruption efforts.

Poverty Reduction: The government findized its Poverty Reduction Strategy Paper (PRSP) in
December 2001 and has adopted it. Based on the PRSP, benefits of the enhanced-HIPC initiative are
being invested in education, health and private sector development. For the period 2002 - 2004, 46
percent of the resources amounting to more than $280 million ($100 million from debt relief) are
earmarked for the education, hedlth and social sectors and 45 percent for the rural development and
production infrastructures.

Labor/Child Labor/Human Rights: Mali hasratified ILO Convention 182 on the worst forms of
child labor. However, Mdian children are trafficked and sold into forced labor in Cote d'lvoire. Mdi
has taken steps to address trafficking of children, including participating in an ILO regiona project,
passingalaw in August 2001 banning child trafficking, and coordinating efforts with the Ivoirian
government. The government launched a campaign in 2000 to combet child trafficking through
education of parents on this problem. Reports aso indicate that hereditary servitude relationships exist
between some different ethnic groups. Laws regarding collective bargaining and freedom of association
do not appear to be entirdly consstent with ILO principles. Mdi generdly respectsits citizens' rights,
athough problems such as occasiond arbitrary arrests remain. The government in December 2001
held its sixth annual human rights forum, during which individuals and organizations were invited to
publicly address their complaints againgt the government or public authorities that they believe have
violated their rights. Prison conditions are poor. Thejudicia system is dow, causing long pretria
detentions and lengthy dlaysin trids.

AGOA Outreach/Technical Assstance/Trade Capacity Building: In Mdi, USAID isfunding a
project that seeks to expand markets and increase vaue for traditiona specidty crops from West
Africa USAID isdso implementing an activity to simulate the growth of lending in the agriculturd
sector by demondtrating that with proper risk management, lending to agribusinesses can be profitable.
The Mdian Government and the private sector have worked together to analyze priority policy issues
congraining Mdi’ s economic competitiveness in the West African region and promoting grester private
sector participation in the policy reform process. USAID has assisted this effort, supporting the
andlyss of condraintsin key sectors where Mdi has comparative advantages in the West African
region and where increased regiona competitiveness can be gained.
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MAURITANIA
Status: AGOA digible

AGOA Trade and Investment: Mauritania did not export products to the United States under
AGOA in 2001. Mauritania stotal exports to the United States were valued a $294,000 in 2001.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Mauritania has
moved steadily toward establishing a market-based economy and has made continued progress toward
deepening the economy's exposure to market forces. An ambitious reform program amsto simulate
economic growth. Mauritania has established an environment that is conducive to investment, though
bribery and corruption continue to be problems. By law, foreign investors receive nationd treatment,
and Mauritaniaissued a new investment code in January 2002 smplifying export and investment
procedures. The currency is fredy convertible and the government does not directly subsidize business
or industry. There are tax incentives for smal- and medium-szed enterprises. The nationd arline, dl
commercid banks, and the telecommunications parastata have been privatized, and dectric and water
utilities are being privatized.

Rule of Law/Palitical Pluralism/Anti-Corruption: The government has undertaken effortsto retrain
judges and othersworking in the judicid system to implement the condtitutiond requirement of an
independent judiciary, but problemsremain. Politica discusson is generdly freewheding and
unrestrained, aided by an increasingly independent press, which criticizes the government; however, the
government sometimes censors individual editions and there is no independent broadcast media. There
have been ingtances in which the government has jailed opposition paliticians and banned an opposition
party.

Poverty Reduction: In February 2000, Mauritania qualified for debt service relief under the HIPC
Initiative and will receive relief equivaent to 40 percent of totd yearly debt service payments over ten
years (approximately $1.1 hillion). The government has developed a consensus-based dtrategy to
reduce poverty to 38 percent of the population by implementing hedlth care, education, and rura
development programs. Universal primary education is akey government objective and atool for
poverty reduction. Primary school attendance has increased from 45 percent in 1990 to 86 percent in
1999.

Labor/Child Labor/Human Rights: The Congtitution provides for freedom of association and the
right of citizensto join any politica or labor organization. The ILO has expressed concern about
prohibitions on strikes and redtrictions related to freedom of association, and aso about continuing
adlegations of forced labor. The government has in the past promised to reform its labor code but has
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yet to bring labor legidation before the parliament. The government has outlawed davery and made
effortsto diminate it, but vestiges persst and davery-like practices may continue in some isolated

aress. In 1991, Mauritaniawas one of the first statesin West Africato ratify the Convention on the
Rights of the Child. It has implemented ILO Conventions that set the minimum age of employment a 14
and prohibits children from doing hazardous work. These rules are generaly respected in the formal
sector, but children under fourteen continue to work in the informa sector and in rurd aress; the
government lacks resources to effectively enforce child labor laws. Mauritaniaratified ILO Convention
182 on the worst forms of child labor in December 2001, and isworking with the ILO to implement it.
Women play an increasing rolein palitics. Despite the many positive developments, the overal human
rights record is poor.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: Mauritanian
businessmen were part of the first group of AGOA Professiond Interns that vigted the United Statesin
April 2002.

MAURITIUS
Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Duty-free exports from Mauritius to the U.S. under AGOA in 2001
totaled $54 million. These exports represented 20 percent of Mauritius' total exports to the United
States. There has been sgnificant AGOA-ingpired investment in Mauritius. To take advantage of
AGOA’stextile and gppardl provisions, a Chinese firm has started construction of a $60 million cotton
yarm-spinning mill, which will employ 300 locd g&ff. The Mauritian Board of Investment alsois
consdering project proposas from Indian and Itdian investors. AGOA dso motivated Mauritius-
based companiesto invest in the textile sectors of Madagascar, Mozambique, and Lesotho. They are
congdering further investmentsin Senegd, Namibia, and Uganda. The vadue of Mauritius' trade and
gpparel exportsto the U.S. increased eight percent in 2001, dowing down considerably after
September 11. Resolution of the knit-to-shape and merino wool issues would dlow Mauritius to
sgnificantly expand exports to the United States.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Mauritius was
deemed the most competitive economy in Africa by the World Economic Forum in 1998 and 2000.
The government works with the private sector to encourage transparency and encourage market
forces. Mauritius has undertaken trade liberdization, including lowering tariffs; has Sgned the
Information Technology Agreement; and is updating patent, trademark, and copyright laws.

Rule of Law/Palitical Pluralism/Anti-Corruption: Mauritiusis arobust and vibrant democracy. Fair
and orderly eections, supervised by an independent commission, take place a regular intervas. The
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press and politica parties operate fredy and the judiciary isindependent. Procurement is open and
transparent, although there have been alegations that some contracts are awarded to the ruling elite and
favored persons.

Poverty Reduction: Rapid economic growth and sirong socid palicies have sgnificantly reduced the
percentage of the population living below the poverty line. Primary and secondary education is free and
compulsory for ages five to twelve. Nearly 100 percent of primary school age children are enrolled in
school. Neverthdess, Mauritius is working closdly with the World Bank to address digparitiesin the
employment and educeation sectors. The private sector has been involved in the diversfication of
sources of hedth care. One hundred percent of rural and urban populations have access to safe
drinking water.

Labor/Child Labor/Human Rights: The government of Mauritius generdly respects the rights of its
citizens, including freedom of speech, press, assembly, and religion. Mauritian law prohibits forced or
compulsory labor as well astrafficking of children. The government has improved the enforcement
mechanism to diminate child labor. The Condtitution prohibits discrimination based on rece, caste,
place of origin, palitica opinion, color, rdigion or sex. All workers, including those in Economic
Processing Zones, have the right to organize, although only about 12 percent of EPZ workers are
unionized. Unionists have had difficulties with the police during attempts to hold demongtrations and
marches, and specia provisonsin the labor law alow for mandatory overtime and holiday |abor for
workersin EPZs. The ILO and trade unions have caled for enactment of lega provisions that would
provide greater protections to trade unions againg acts of anti-union discrimination. A human rights
commission to investigate complaints againgt the police was established in 1999, and issued itsfirgt
report in March 2002, focusing on accusations of police brutdity. The government isinvestigating these
alegations and looking a how to improve oversight of the police. Mauritiusratified ILO Convention
182 on the worst forms of child labor in 2000.

AGOA Outreach/Technical Assstance/Trade Capacity Building Needs: The Mauritian
Government and private sector, in concert with the U.S. Embassy and American Chamber of
Commerce, have been extremely active in disseminating information about AGOA, asssting businesses
to access trade opportunities under the Act, and in reaching out to American investors and importers.
The Mauritius Export Processing Zone Association organized severa seminarsrelated to AGOA. A
team from the U.S. Customs Service vidted Mauritiusin March and April 2002 to review
adminigrative and customs procedures, provide training, and conduct factory verifications as required
under AGOA.

MOZAMBIQUE

Status: AGOA digible, including for textile and gpparel benefits.
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AGOA Trade and Investment: Mozambique s duty-free exportsto the U.S. under AGOA were
vaued a $5.3 million in 2001, amogt dl of which were agricultura products shipped under the GSP
provisons of the Act. These exports represented 75 percent of Mozambique' s total exports to the
United States. So far, Mozambique' s AGOA-related trade and investment have been relatively limited.
However, seafood processors plan to begin exporting prawns to the United States soon. Moreover,
now that Mozambique has qudified for AGOA'’ stextile and appardl benefits, manufacturers are
preparing to ship atria order of gppard to the United States, and Mozambique is attracting additional
investment from Mauritius.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Mozambique has
privatized more than 1,200 companies, including the entire banking system, and deregulated dl prices
except for fud. Public enterprises now account for less than 20 percent of output, compared to two-
thirds in 1990. The economy has grown rapidly over the past few years as the government has
liberdized the financia sector and reformed tax, customs and tariff regimes, ingtituting a value-added tax
in 1999; however, the commerciad code remains outdated. M ozambique encourages foreign investment,
and Sgned a Bilatera Investment Treety with the United Statesin 1998. Intellectud property rights are
generdly protected by law.

Rule of Law/Palitical Pluralism/Anti-Corruption: Politica plurdism iswdl established, with a
codition of severa oppostion politica parties controlling 47 percent of parliamentary seets. Multiparty
presidentia and parliamentary eections were held in 1994 and 1999. More than 70 percent of
registered voters cast balots in the latter election, which was peaceful and orderly, though some vote-
counting irregularities did occur. The Condtitution provides for rule of law, the right to due process, a
fair trid, and equd protection under the law. However, quick and fair trials were usualy not possible
due to an inefficient, understaffed, underfunded judiciary dominated by the executive and subject to
corruption.  The government and the private sector consider corruption at al levelsto be a serious
problem. A comprehengive anti-corruption law is being debated in Parliament. The government has
established a specid unit to investigate and prosecute corruption-related offenses. Mozambique has
taken steps toward adopting the IMF s Code on Monetary and Financia Transparency and the Code
on Fisca Transparency.

Poverty Reduction: In March 2000, Mozambique published its Plan for the Alleviation and Reduction
of Absolute Poverty, which sets as priorities maintaining high economic growth, improving accessto
basic education and hedlth care, increasing agriculturd productivity and rural employment opportunities,
and improving rurd infrastructure. Mozambique qudified for enhanced-HIPC debt relief in September
2001. The resultant decreasesin debt will help Mozambique continue to devote resources to
investments in hedlth care, education, and infrastructure. Mozambique is extremely poor, and socia
indicators, while markedly improved, remain low. While only 65 percent of children are enrolled in age-
gppropriate education, this represents a tremendous increase since the end of the civil war. Dedling with
HIV/AIDS also drains resources.
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Labor/Child Labor/Human Rights: Mozambican workers enjoy, by law and practice, the right to
organize and bargain collectively, and, except for those in essentia services, theright to strike. The law
prohibits employers from recruiting new workers, imposing lock-outs or taking lega action, but security
forces have used violence to dedl with workers' protests. There are laws on the books setting a
minimum working age of 15 and prohibiting forced or unpaid labor by children, but children commonly
work in rurd areas and in the urban informa sector. Mozambique has not ratified ILO Convention 182
on the worst forms of child labor. The government generdly respects freedom of the press and
assembly, but hasimposed some limits on freedom of association. The Congtitution prohibits torture
and crud or inhuman trestment; however, there are till instances of serious abuses and torture,
bestings, degth threats, physical and mental abuse, arbitrary arrest, and extortion by police, and
unexplained disappearances of prisoners and lengthy pretriad detentions are problems. New education
standards for police have been imposed, a new police academy is being readied, and human rights
training is becoming mandatory for al security officers, with human rights groups teaching some of the
courses. Prison conditions are extremely harsh and overcrowded.

AGOA Outreach/Technical Assstance/Trade Capacity Building Needs: The U.S. Embassy has
engaged in awide variety of programming efforts to support AGOA, including: hosting a series of
expert speakers on aspects of AGOA,; coordinating seminars, conducted by the Internationa Executive
Service Corps, on doing business with the United States; holding a series of AGOA overview meetings
and specia sessonsfor smaller sectoral groups, such as textiles'garments and agribusiness; providing
guidance to the government in its successful gpplication for AGOA textile and appard benefits, and
coordinating activities with the U.S.-Mozambique Chamber of Commerce. A senior Mozambican
Cugtoms officid participated in aU.S. Customs training program in South Africa. Mozambique could
benefit from additiona training in customs and other trade-related aress.

NAMIBIA
Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Namibia s duty-free exportsto the United States under AGOA
were valued at only $93,000 in 2001, al of which were agriculturd and forestry products shipped
under the GSP provisions of the Act. These exports represented |ess than one percent of Namibia's
tota exports to the United States. Nonetheless, AGOA has served as a catalyst for helping Namibia
decrease its dependence on primary product exports. Within the past year, new and planned
investment in Namibia attributable to AGOA in the trade and gppard industry done has topped $250
million, and should create 8,000 jobs in the next five years. Investment has come from Maaysa,
Singapore, and South Africa, and aU.S. company has entered into ajoint venture with a Namibian firm
to build and operate the country’ sfirst cotton gin producing cotton for the local market and for export.
Namibia' s Minigter of Trade and Industry said that AGOA - in particular the textile and apparel
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benefits - “meant more to Namibia than dl the development ass stance we have received snce
independence.” Namibia completed requirements for the textile and apparel benefits in December
2001. One textile firm employing 1,400 Namibians is scheduled to makeits firsst AGOA export to the
U.S.in May 2002. Exports can be expected to increase as the above mentioned investment projects
comeon line. Namibia s textile and apparel indudtry is drawing heavily on cotton imported from West
Africa Exports of Namibian automobile parts - in conjunction with South Africal s auto industry - have
aso increased since 2000.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade The economy is
modern, market-based, and with a rules-based trading system. State-owned companies are run on a
profit-seeking basis. The Foreign Investment Act of 1990 guarantees foreign investors nationa
trestment, fair compensation in event of expropriation, internationa arbitration, the right to remit profits,
and access to foreign exchange. The government regulates fudl prices and applies rdatively high tariffs
to imports from outside the Southern Africa Customs Union area.

Rule of Law/Palitical Pluralism/Anti-Corruption: The government is democratic. Therightsto due
process, equd protection, and fair trid are well established. The judiciary is independent and respected,
but backlogs have led to long trid ddlays. Opposition parties are generdly able to function and
elections have been free and mostly fair, but instances of harassment of the opposition and unequd
access to media and campaign finance have been reported. Anti-corruption legidation and ingtitutions
arein place, and the Parliament is reviewing legidation to create a new anti-corruption indtitution.

Poverty Reduction: Economic growth and poverty reduction are key government policy gods.
Education accounts for about 24 percent of the national budget; hedlth and socid services account for
nearly 15 percent. The government encourages micro-enterprise development and opening the tourism
and fishing sectors to indigenous entrepreneurs. Income inequdity is il high, and poverty is
widespread in rurd areas. HIV/AIDS isagrowing and increasingly significant problem.

Labor/Child Labor/Human Rights. Core labor rights, including freedom to form and join trade
unions, are affirmed in the Congtitution and labor laws. Forced and bonded |abor is prohibited, but
labor laws do not cover foreign children. The government hasratified ILO Convention 182 on the
wordt forms of child labor. Child labor is not a serious problem; 95 percent of children aged seven to
fourteen attend school regularly. Abuse of women and children is Sgnificant, but isincreasingly criticized
and subject to prosecution. The government generdly respects the rights of citizens, including freedoms
of speech, press, religion, and association.

AGOA Outreach/Technical Assistance/Trade Capacity Building: The U.S. Embassy and the
Namibian Government have collaborated on a number of outreach and technica assistance activities.
In July 2001, the Embassy hosted a two-day workshop for 38 private sector participants on AGOA
benefits and trade opportunities with the State of Florida. The government sent an eight-person
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technical delegation to Washington in April 2002 to meet with U.S. officids and gain a better
understanding of AGOA customs requirements prior to Namibia sfirst AGOA textile shipment. The
Embassy coordinated the participation of Namibian officidsin an AGOA seminar in Genevain May
2001, the State Department’s AGOA Internship Program, and the AGOA regiona seminar in Uganda
in March 2002. A Congressiona delegation led by Representative Ed Royce visited Namibiain
January 2002 to examine progress related to AGOA. Namibia could benefit from technica assstance
on sanitary and phytosanitary standards enabling it to increase agricultura products to the United States
under AGOA.

NIGER
Status: AGOA digible

AGOA Trade and Investment: Niger's duty-free exports to the United States under AGOA were
vaued at just $42,000 in 2001. These exports represented three percent of Niger’stotal exportsto the
United States. No new AGOA-related investment was reported.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Niger ismoving
rapidly towards a market-based economy but is constrained by limited resources, Niger is heavily
dependent on foreign budgetary support and development assstance. The government is making
grides towards privatization. It privatized water and teecommunications paragtatals in 2001, and plans
further privatization in 2003. Niger has sustained the budgetary discipline and macroeconomic
performance necessary to continue to receive disbursements under its three-year IMF Poverty
Reduction and Growth Fecility. Thereareno legd barriersto U.S. trade and investment in Niger.
Trade liberdizing legidation has been enacted and further measures are being pursued. There have
been no investment disputes involving either U.S. or other investorsin Niger. The investment code does
provide for the settlement of disputes.

Rule of Law/Palitical Pluralism/Anti-Corruption: Niger hed generdly free, far and wdl-
administered eections for president and the legidature in late 1999. It dso has afree press. The
government is moving forward to reform Niger' sjudicid system; the system’ s independence and long
delays remain problems. The government has worked with opposition legidators on a decentraization
plan in advance of planned local eections. Niger continues to make progress in establishing the rule of
law, repecting politica plurdism, and recognizing the right to afair trid and equa protection under the
law. These rights are now in the Condtitution. Their implementation will require much work, but the
government has stated its commitment to further these objectives. It has, for example, dismantled the
extrdegd tribunds established by previous military governments. Political plurdism is flourishing since
the eection in 1999 of an eected civilian government. The government is committed to and has made
progress on reducing corruption, through a series of donor-funded workshops.
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Poverty Reduction: Niger has qudified for interim debt relief under HIPC, and used the initid $8
million made available for rura schoals, clinics, and community wells. The World Bank and IMF
approved Niger's Poverty Reduction Strategy Paper in February 2002, and the government is moving
to implement it. The World Bank has a $313 million development program in Niger with an additiona
$75 million for basic education, community-based development, and AIDS prevention in the pipeline.

Labor/Child Labor/Human Rights. The Condtitution provides forma recognition of workers' rights
to establish and join trade unions. However, unions must give notice of their intent to strike. Labor laws
are generdly good but enforcement is spotty due to the lack of adminigrative infrastructure. Niger
ratified ILO Convention 182 (worst forms of child labor) in 2001, but child labor is very common. The
government is working with UNICEF and the ILO to fight againgt the worst forms of child labor and to
promote education though its Basic Education and African Girls Initiative programs. Laws banning
davery and femde genitd mutilation have been re-submitted to the legidature to bring Niger up to
internationa standards. The December 1999 return to civilian, democratic government has improved
the human rights Situation in Niger, although problems remain, such as poor courts and prisons and the
need for improved training to reduce abuses by law enforcement personnd. The government istrying to
address these problems with sgnificant support from the internationa donor community.

AGOA Outreach/Technical Assistance/Trade Capacity Building: The U.S. Embassy has
discussed AGOA with anumber of Government of Niger officids. Experts from the U.S. Customs
Service are scheduled to vigit Niger in 2002 to provide technical assistance on legidétive regulatory
iSSues.

NIGERIA
Status: AGOA digible

AGOA Trade and Investment: Nigeria s duty-free exports to the United States under AGOA were
vaued a $5.7 billion in 2001, conssting primarily of petroleum products. These exports represented
64 percent of Nigeria stota exports to the United States.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The government
has stated its commitment to devel oping a market-based economy that protects property rights and
promotes an open, rules-based trading system. However, some economic policiesit has implemented
have often been inconsstent with its sated gods. In early 2002, Nigeriaraised itsimport tariffs on
many items. A formal program with the IMF was terminated in late 2001 due to the government's
failure to meet key macro-economic targets. The government aso suspended an informd IMF
program in 2002 that sought more liberal exchange policies and fiscd restraint. Despite mgjor delays,
the government is proceeding with privatization. Nigerid sinvestment promotion effort is hampered by
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concerns about corruption, security problems, fraud, and bureaucratic red tape. The development of
capitd markets, including a vibrant stock exchange, may offer hope for spurring domestic investment.
Oil and gasinvestment is il limited to existing joint venture agreements or production sharing contracts
with the Nigerian government. Nigeriais party to numerous conventions and agreements regarding
intellectua property protection, and itslaws generdly favor protection of the owners of intellectua
property. Cases involving copyright infringement have been successfully prosecuted in Nigeria, but
enforcement of existing laws on patents and trademarks remains week. In contract disputes, the
Government of Nigeria has consistently acknowledged its acceptance of prescribed international
arbitration clauses. Nigeriais actively pursuing policies to diminate barriersto U.S. trade and
investment and has signed a Trade and Investment Framework Agreement with the United States. The
United States and Nigeria have dso established a Joint Economic Partnership Committee for regular
diaogue on trade liberdization, transparency, and other important issues.

Rule of Law/Padlitical Pluralism/Anti-Corruption: For the first timein over 15 years, Nigeria has
three recognized, active political parties. An éected, civilian government came to power in May 1999,
ending sixteen years of military rule. Since then, debate has been open, the Nationd Assembly
assartive, and the press vibrant. The government seeks to reinvigorate the judiciary, which like other
government inditutions was mismanaged and grew dysfunctiond during military rule, and ensure aviable
and fair judicia system. Thejudiciary lacks resources and adminidirative capacity, ddaying the
resolution of cases. Government ingtitutions in genera have begun to rebound since the return of
democracy. However, corruption is rife in the courts and throughout the rest of government and
society. President Obasanjo is committed to fighting corruption, and a new commission has been
established to invedtigate officid corruption. Despite anti-corruption legidation and some visible results,
such as recovering some stolen government assets, reducing corruption will be an extremdy difficult
task. Thereis progressin establishing the rule of law, respecting political plurdism, and recognizing the
condtitutionally guaranteed right to afair trid and equa protection under the law. Nigeriahas, for
example, dismantled the extralegd tribunals established by previous military governments. Arbitrary
arrest and prolonged pretrid detention remain problems.

Poverty Reduction: The government of Nigeriais negotiating with the World Bank and the IMF to
develop an economic policy reform program, and poverty eradication strategies to diversify and grow
the economy. However, progress has been minimal.

Labor/Child Labor/Human Rights. Nigerian workers, except members of the armed forces and
essentid government security personne, may join trade unions and strike. The organized labor
movement is small but influentid; it faces frequent government intervention. Nigeria has raified severd
ILO conventions, but has not ratified ILO Convention 182 on the worst forms of child labor. Nigeria
has joined the ILO's Internationa Program on the Elimination of Child Labor and is participating in a
regiona 1LO program on trafficking in children. Worker rights and child Iabor laws are on the books.
The government’s humean rights record is much better than the military regime's, but is still mixed. Civil
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liberties and palitica rights are generally respected, but security forces often resort to extrajudicia
killings and excessive force to quell unrest. Besting of detainees and suspects, and arbitrary arrest and
detention also occur.

AGOA Outreach/Technical Assistance/Trade Capacity Building: The U.S. Embassy has
promoted AGOA by organizing or participating in severd workshops and seminars. Nigeriahas
edtablished an interagency committee focused on AGOA implementation.

RWANDA

Status: AGOA digible. Rwandaisworking to complete a textile visa certification system to qudify for
AGOA textile and gpparel benefits.

AGOA Trade and Investment: Rwanda s duty-free exports to the U.S. under AGOA were valued
at $318,000 in 2001. These exports represented four percent of Rwanda stotal exports to the United
States. No investment activity related to AGOA was reported.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: The government has
liberdized foreign exchange and interest rates. Payments and current internationa transfers are made
easly. Rwanda has sold or leased 30 parastatd enterprises, and has a program in place to privatize the
tea, coffee, communications, and utilities sectors. The government has adopted a new investment code.

Rule of Law/Palitical Pluralism/Anti-Corruption: The activities of palitica partiesin Rwanda are
restricted. However, the government held local eectionsin March 1999 and didtrict electionsin 2001.
The government has established a civilian nationd police. The government is rebuilding the civil service
to operate with accountability and competence, and is preparing public disclosure rules and a Code of
Conduct for civil servants and dected officds. The government emphasizes capacity building in the
justice system, which was virtualy destroyed during the 1994 genocide. Thejudiciary is subject to
executive influence, and suffers from alack of resources. The National Assembly has actively
investigated public officias accused of corruption and abuse of office. An anti-corruption body has
been established.

Poverty Reduction: Rwandais rebuilding socia services decimated by the 1994 genocide. Specid
training centers for teachers and hedth care professiona's (excluding doctors) have been created in
Kigdi. A Poverty Reduction Strategy Paper was findized in December 2001 and is now being
implemented.

Labor/Child Labor/Human Rights: Union membership is voluntary and open to adl salaried workers,
including public sector employees. The Congtitution provides for the right to create labor unions, which
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the government generaly respects, but agricultural workers are still denied the right to freely associate,
and pre-dtrike procedures effectively restrict the right to strike. The government retified ILO
Convention 182 on the worst forms of child labor, but does not enforce child labor laws effectively.
Mogt child labor occurs on family farms. Thereis no forced labor. While there were improvementsin
some aress, the government's human rights record remains poor. The military is believed to have
committed human rights abuses including extrajudicid killings in the Democratic Republic of the
Congo, and there are reports of extrajudicia killingsingde of Rwanda. A number of soldiers and
police arein jal awaiting trid on such charges. Prison conditions are generdly poor.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs. The Embassy has held
round-table discussons on AGOA that drew attendance from private and public sectors, including the
Minigter of Finance. A representative from the Ministry of Finance attended the AGOA seminar in
Ugandain March 2002.

SAO TOME AND PRINCIPE
Status: AGOA digible

AGOA Trade and Investment: Totd Sdo Tomé and Principe exports to the United Statesin 2001
amounted to only $322,000. None of these exports were under the provisions of AGOA.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Sdo Tomé and
Principe, acountry of about 140,000 people, is one of the poorest and most heavily indebted nationsin
Africa A market-based economy has been created from what was a Marxist-style economy prior to
1990. Currency restrictions have been lifted, largely doing away with a pardld exchange rate system.
Import regulations have been smplified and made more trangparent. Adminitrative and budget
reforms are underway. The telecommunications and air transport companies have mgority private
ownership, but the gas distribution and eectricity and water companies remain under state control.
Mog of the state-run cocoa plantations have been privatized; foreign investment iswelcome. The
idand nation remains highly dependent on cocoa and foreign assstance. Sd Tomé and Principeisin
the early stages of petroleum exploration and development; production could begin by 2004. Inthe oil
sector, asin many other areas, the government has not developed sophisticated legidation for regulation
of investment and trade.

Rule of Law/Padlitical Pluralism/Anti-Corruption: Sdo Tomé and Principeis a democracy, with
multiple parties represented in government, high voter turnout in well-run eections, peaceful trangtions
to new governments following dections, and afree press. Free and fair presidentid dections were held
in July 2001, and legidative dectionsin March 2002. Until recently, the President and Prime Minister
were from different parties. Politica and civil liberties are guaranteed by the Congtitution and are
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respected in practice by the government. The country has received an outstanding rating by Freedom
Housefor itsleve of palitica and civil liberties. The judiciary isreatively independent. Corruptionisa
serious obgtacle to foreign investment. The new government has stated thet it will continue with a
vigorous anti-corruption campaign launched by the previous government, which has seen severa senior
officidsfired and some prosecuted.

Poverty Reduction: S8 Tomé and Principe s socid indicators are strong for such apoor country.
However, the standard of living for most resdents is extremely low, despite sound government policies.
S0 Tomé and Principe had a Poverty Reduction Facility in place, but the IMF suspended it in
December 2001 due to fiscal imbalances. The new government plans to work quickly to reestablish a
monitored facility with the IMF. S8 Tomé and Principe has qudified for HIPC debt rdlief, and has
begun making contributions to a nationa fund to support socia programs and infrastructure
development. The government devotes alarger proportion of its meager resources than most of its
African neighbors to education, health, and sociad welfare. According to UNDP reports, primary school
attendance is approximately 90 percent.

Labor/Child Labor/Human Rights. The Condtitution provides for the freedom of association, the
right to organize and bargain collectively, and the right to strike. The law forbids forced or bonded
labor, including of children, and such occurrences are not known to exist. The legaly mandated
employment age is 18 years, though some younger children do help out in family farms or businesses.
Working conditions on many cocoa plantations — the largest wage employment sector — are difficult.
The average sdary for plantation workers does not provide a decent standard of living, and the IFIs
have criticized the government for ineffective adminigtration of subsidy support programs. Children
work from an early age on plantations and in the informa sector. S50 Tomé and Principe has not
ratified ILO Convention 182 on the worst forms of child labor. S8 Tomé and Principe receives very
high ratings from internationa monitoring agencies and NGOs for its record across the wide human

rights spectrum.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: No sgnificant activities
to report.

SENEGAL
Status: AGOA digible, including for gppard and textile benefits

AGOA Trade and Investment: Senegd’s duty-free exports to the United States under AGOA were
valued a $567,000 in 2001, consgting primarily of chemicals and related products shipped under the
GSP provisonsof the Act. These exports represented |ess than one percent of Senegdl’ s totd exports
to the United States.
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Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Senegd isopen to
foreign private investment. Senegd has aliberal investment code of equitable trestment, free transfer of
capita and profits, and no requirements for local ownership. Since the devauation of the CFA currency
in 1994 the government has eliminated price controls, discontinued export subsidies, removed import
bans and licensing requirements, dismantled monopolies, modernized regulatory frameworks, and is
privatizing state-owned industries. The lega system actively protects private property rights and the
government established an arbitration pand to resolve business disputes. The judiciary is overburdened
and, a the lower levels, not immune to outside influence. Senegd is a member of the Organization for
the Harmonization of Business Law in Africa. Senegd is Sgnatory to mgor intellectua property rights
conventions and isamember of the World Intellectud Property Organization, but enforcement of
counterfaiting lawsis lax. The government isworking to update itsintellectua property rights code, and
has started a sticker program to combat piracy of compact disks, digital video disks, and cassettes.
Senegd and the United States have a Bilatera Investment Treaty.

Rule of Law/Palitical Pluralism/Anti-Corruption: While the judicia system requires some
strengthening as an independent indtitution, there is generally respect for afair tria, equa protection
under the law, and civil liberties, including freedom of speech, movement, and the press. President
Abdoulaye Wade took officer in April 2000 following free and fair eections. Senegd's Condtitution
provides due process and human rights, including equal protection under the law. Corruption occursin
Senegd despite laws againgt it, and is an obstacle to economic development. Audits of state-owned
companies, begun in 2000, have resulted in the jailing of some company directors, but no cases have
been heard in court yet.

Poverty Reduction: The government has initiated a Poverty Reduction Strategy, which cdls for
private-sector led growth, programs to improve education and health services, and provides micro-
credit financing to stimulate employment. Senegd submitted afind Poverty Reduction Strategy Paper
in December 2001, which isbeing reviewed. Senegd is receiving interim HIPC debt rdief pending find
gpprova, which should come later in 2002.

Labor/Child Labor/Human Rights. The government has addressed some concerns raised during the
AGOA consultation process. Senegd ratified ILO Convention 138 (minimum age for employment),
and Convention 182 (worst forms of child labor). In 1998 Senegd, in conjunction with the ILO,
initiated a program for the dimination of child labor, which has been extended through 2002. Despite a
request from the ILO, the government has not amended the |abor code to ensure that trade unions are
not subject to dissolution by adminigtrative authority under certain conditions. Currently the Senegd
labor code requires prior authorization by the Minister of the Interior before a trade union can exist
legaly. There are some reports that security forces occasiondly commit extra-judicid killings, beatings,
and arbitrary detention.

-124-



AGOA Outreach/Technical Assstance/Trade Capacity Building: The U.S. Embassy has hosted
anumber of AGOA-related workshops and events, including a briefing and visit by technica experts
from the U.S. Department of Agriculture on phytosanitary and sanitary issues for AGOA. The U.S.
Embassy has disseminated AGOA background texts, articles, lists of digible products, and fact sheets
to government officias, private business organizations, and locd media. The embassy has dso
organized meetings to discuss AGOA implementation issues. Press coverage of AGOA has been
generdly favorable. The Government of Senegd has hosted numerous AGOA-related seminars.

SEYCHELLES
Status: AGOA digible

AGOA Trade and Investment: Duty-free exports from Seychelles to the United States under AGOA
in 2001 were valued a $4.2 million, al of which were dectronic products shipped under the GSP
provisons of the Act. These exports represented 18 percent of Seychelles tota exports to the United
States. The Seychelles has not reported any investment activity related to AGOA.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Seychelles has been
dowly abandoning statist economic policiesin favor of afree-market approach, and has one of the
highest GDPs per capitain Africa. Further reform is expected as a result of the country's application to
the WTO. Thereis no redtriction on foreign ownership, and anumber of incentives are offered to
dimulate private sector invesment. However, the economy is generdly detic, the government
continues to play a strong role in the economy, and regulations and controls are burdensome. The trade
regimeis restrictive: imports, except for capital goods, require government approva, and non-essential
imports are subject to quotas. Intellectua property rights are generaly not adequately protected.

Rule of Law/Palitical Pluralism/Anti-Corruption: Seychdles has hed two free and fair multiparty
elections since 1993, including eections in 2001. The congtitution adequately protects citizens rights.
Though democretically eected, President Rene wields authority virtualy unchecked, especidly in the
aress of politica patronage and resource alocation. There are some redtrictions on freedom of the
press. Thejudicid system lacks resources and is subject to executive interference. Corruption is low.

Poverty Reduction: Incomes have risen tenfold since 1976. The government emphasizesthe
importance of hedlth and education, and citizens have access to adequate socid services. Primary
education for children aged six to fifteen is free and compulsory.

Labor/Child Labor/Human Rights. Seychdles generdly respects the human rights of its citizens.
Children have legd protection from labor and physica abuse, and no form of child [abor exigtsin
Seychdles. Seychdlesratified ILO Convention 182 on the worst forms of child labor in 1999.
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Workers have the right to form and join unions and to engage in collective bargaining. However,
collective bargaining rarely takes place. Between 15-20 percent of the labor forceis unionized. The
government has the right to review and gpprove dl collective bargaining agreements. Forced or
compulsory labor is prohibited. Enforcement of occupationa hedth and safety laws is problemetic
largely due to alack of funding. The Export Processng Zoneis not subject to labor laws.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs. Two government
officials and one representative from the Seychelles Chamber of Commerce and Industry participated in
the March 2002 AGOA regiona seminar in Uganda.

SIERRA LEONE

Status. AGOA digible, but with delayed implementation. The implementation date will be determined
by the U.S. Trade Representative.

AGOA Trade and Investment: No AGOA-related trade and investment reported due to delayed
AGOA implementation and the devastation of the recently concluded civil conflict.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: SerraLeonehasa
market-based economy and an open, rules-based trading system. The 1991 Constitution protects
private property rights. Laws generally protect intellectua property rights, including trademark,
copyright and industrid design. The legd code provides for resolution of bilatera trade and investment
disputes. The main barrier to investment is the continuing effect of the recently concluded interna
conflict that devastated SierraLeone. In 2001, the economy grew by nearly six percent, inflation rates
were moderate, and the currency was relatively stable.

Rule of Law/Palitical Pluralism/Anti-Corruption: The government is reasserting control over the
country following the end of the conflict. Police and military forces are deployed across the country,
but adminigtrative and judicid services remain wesak or non-existent outsde the capital. The courts
demondtrate significant independence, but remain significantly congtrained by alack of resources and
personnd. The government is democraticaly eected. Government policies are conducive to domestic
and foreign investment, dthough corruption a dl levels remains a ggnificant problem. An Anti-
Corruption Commission has been established but has yet to secure any convictions.

Poverty Reduction: Government policy aims to reduce poverty, increase the availability of hedth care
and educationd facilities, expand the physica infrastructure, and promote the development of private
enterprise. Micro-credit projects are in operation. Poverty dleviation programs are currently financed
100 percent by donors. The externa debt burden, coupled with low exports, is an ongoing threat to
economic prospects. Debt service is a chdlenge for the government. Sierra Leone continuesto rely on
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ubgtantid disbursements from the IMF post-conflict programs. The government places a high priority
on gpproachesto bilatera creditors and, in particular, the Paris Club, with aview to securing debt
forgiveness through cancdllation.

Labor/Child Labor/Human Rights. Worker rights are protected under the Regulation of Wages and
Industrid Relations Act of 1971. However, government ingtitutions have not demonstrated the capacity
to enforce these laws. The ILO has been critica of the government’ s failure to take action to protect
workers againgt anti-union discrimination by employers. SierraLeone ratified ILO Convention 182 on
the worst forms of child labor in February 2001. The law prohibits the employment of children under
12, which does not meet ILO minimum standards. Thereisaminimum wage law. 1LO hascriticized a
law that dlows traditiond |eaders to demand compulsory labor. The government’s human rights record
has improved sgnificantly in the past year, but serious problems remain. In the past, army forces and
government-dlied militias were regularly implicated in abuses againg civilians. Retraining of the army
has led to a sgnificant decrease in human rights abuses and improved measures are in place to
discipline those soldiers who do disobey. Problems with the militia, although much reduced, continue.
Members of the Revolutionary United Front (RUF) committed massive violations of human rights
during the country’ s recent conflict, including the abduction of civilians (women and children), rape,
mutilation and amputation of limbs. The Serra Leone Labor Congress (SLLC) demondtrated to
condemn the atrocities committed by the rebels. The rebels then opened fire on the demonstrators,
killing 19 and wounding 50.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: SerraLeone has
sgnificant needs due to the recently concluded internd conflict that devastated the country.

SOUTH AFRICA
Status: AGOA digible, induding for textile and gppard benefits.

AGOA Trade and Investment: South Africa s duty-free exports to the United States under AGOA
were valued a $923.2 million in 2001. AGOA exports were recorded in just about every magor
industry sector. These exports represented 21 percent of South Africa stota exportsin 2001. South
Africa s automotive industry has been a mgor beneficiary under AGOA, with vehicles and parts
exports to the U.S. in January 2002 over four times greater than in January 2001. South African
appard exportsto the U.S. hit arecord highin March 2002. Locd plants have extended their capacity
because of AGOA, saving jobs that had been threatened and cresting thousands of new jobs
throughout the country. South Africa has aso attracted invesmentsin the textile and apparel sector
from foreign investors. AGOA has helped with regiona economic integration; for example, South
Africaimports cotton from Zambia and exports textiles to Mauritius, and South Africans have invested
in textile indugtries in neighboring countries, including Swaziland, Lesotho, and Mozambique. Beyond
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textiles, other items enjoying increased sdesin the U.S. due to AGOA include fresh oranges, wine,
household appliances, gold chains, ice cream, fruit bars, and footwear.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: South Africahasa
market-based economy that incorporates an open, rules-based trading system, and provides for the
protection of private property rights. Although progress was sometimes dow, and deadlines were
missed on some high-profile cases, the government continues to privatize paradatals. Liberdizationin
the telecommunications sector has been problematic and dower than expected. South Africais making
some progress on intellectua property rights protection; police increased seizures of counterfeit goods,
but follow-up and prosecution have been inadequate. Copyright protection is still inadequate. South
Africahas dgnificantly reduced its average taiff rate, though some tariffs remain high. South Africa
provides national trestment for foreign investors. Thereis no record of expropriation or nationdization
of any U.S. investment. Thereisabilaterd Trade and Investment Framework Agreement, aswel asa
bilatera tax treety in force.

Rule of Law/Palitical Pluralism/Anti-Corruption: South Africais amultiparty parliamentary
democracy, and opposition parties operate freely. The government is committed to the rule of law, and
isworking to strengthen its judicid and regulatory systems. The courts a dl levels act independently of
the executive and legidative branches. While South Africa faces serious governance and corruption
chdlenges, the government has made the fight againgt corruption a priority, for example through the
establishment of ten anti-corruption bodies. An extremey high crime rate and inadequate police
response remain serious problems.

Poverty Reduction: The 2001 and 2002 budgets direct more resources to poverty reduction. After a
dow dtart, these programs are improving. The government continues to expand assistance to the poor,
in the form of housing, water, eectricity, and tedlephones. The Black Economic Empowerment

program, small business support programs, and infrastructure projects to improve access to basic
sarvices, housing, education and hedlth care are dl amed at reducing poverty and narrowing the wide
income digparities resulting from gpartheid.  Increasing rates of HIV/AIDS and high unemployment are
serious obstacles to reducing the divide between the rich and poor.

Labor/Child Labor/Human Rights: The Congtitution provides for equa protection, freedom of
gpeech and the press, freedom of assembly, and an independent judiciary; these rights are respected in
practice. South Africa provides strong worker rights protections, including the right to freely associate
and to bargain collectively. However, there have been atempts by the government to establish amore
flexible labor market, especidly in the face of developmental needs and privatization. Thereisalegaly
established minimum age for the employment of children, but enforcement is difficult in some cases.
Child labor occursin South Africa, particularly in the agricultura sector. South Africa hasratified al
ILO core conventions, including ILO Convention 182 on the worst forms of child labor. The
government generdly respects the human rights of its citizens, however, problems remain in severd
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aress. The government has focused high-levd attention on the human rights issues of law enforcement,
and is making serious efforts to improve the professionalism of its security services, it has taken action
to investigate and prosecute some members of the security forces involved in human rights abuses.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: The U.S. Embassy has
conducted extendve outreach activities, including a strong media campaign, reaching thousands of
businesspeople dl across the country, including in rura areas and the townships. The Embassy worked
with the South African Department of Trade and Industry (DTI) to put together joint U.S.-South
African “road shows’ on AGOA that traveled throughout the country in 2001. The Embassy set up a
gpecia web ste on AGOA as one way to help address the thousands of inquiries that these outreach
efforts generated. With Embassy assstance, the DT prepared and widdy distributed two
comprehensive brochures, one for appard products and one for products on the extended GSP li<.
The U.S. Department of Agriculture sponsored a seminar for SADC members in Cape Town in August
2001 on sanitary and phytosanitary risk assessment issues. U.S. Customs conducted aworkshop in
Durban in February 2002. A number of high-levd U.S. visitsto South Africaserved to spotlight
AGOA’s successes and opportunities. A congressiona delegation led by Representative Ed Royce
visted South Africain January 2002 and held extensive meetings with government and private sector
officias to discuss the success and chdlenges of AGOA. AGOA was amgor theme of the February
2002 vist by U.S. Trade Representative Robert Zodllick. In March 2002, the Assistant Secretary of
State for Africa, accompanied by the President of OPIC, led adelegation of fund managers to South
Africa highlighting the potentid of AGOA to attract foreign investment.

SWAZILAND
Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Swaziland's duty-free exports to the United States under AGOA
were vaued a $14.8 million in 2001, primarily textiles, apparel, and agricultura products. Swaziland
has seen a substantial increase in investment, especidly in textiles and appardl. Investors have been
primarily from Taiwan. AGOA has contributed nearly 11,000 jobs to Swaziland’'s economy. Roughly
eight textile and apparel factories began or expanded operationsin 2001, and other new operations are
under consideration.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Swaziland has afree
market economy, with rdatively little government intervention. Plans are underway for the sde of dae-
owned corporationsin the air transport and financia services sectors, however, the country lacks an
investment code. Protection for patents, trademarks, and copyrightsis offered, and pending intellectua
property rights legidation, once enacted, will offer greater protection.
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Rule of Law/Palitical Pluralism/Anti-Corruption: Living under amodified traditiona monarchy,
Swazis are not able to democraticaly change their government. The King retains ultimate executive and
legidative authority. A decree which would have further limited freedom of speech and the press, and
crested a mechanism to neutralize the powers of Parliament and the judiciary was repeded after
domestic and internationd criticism. The judiciary is independent; traditiond and Western-style courts
both operate. The government’ s effort to establish a new congtitution, replacing one suspended in 1973,
is progressing, though very dowly. The King established a Condtitutiond Drafting Committeein
February 2002 that is charged with drafting a new congtitution by October 2002. Freedom of
association and assembly are restricted in accordance with a 1973 decree that prohibits political
parties, as well as meetings of apolitica nature -- except in traditiona adminidrative centers -- without
consent of the police. However, numerous palitical groupings operate openly and voice opinions
critical of the government. Corruption is not amgjor problem; the government has created an anti-
corruption commission designed to address petty corruption in government.

Poverty Reduction: Though education is not compulsory, 95 percent of al children are enrolled in
primary education, and 52 percent in secondary school. The current budget proposal would increase
education spending by 24 percent and increase capital expenditures for the Ministry of Hedlth and
Socid Welfare by 25 percent.  In addition to assstance from various donors, the government so
alocated $5 million to help reduce rurd poverty.

Labor/Child Labor/Human Rights. The 1980 Employment Act forbids employersto discriminate on
the basis of race, rdigion, sex, or palitica affiliation; however, women and citizens of mixed race do ill
experience discrimination. Swazi law prohibits forced labor, including by children, but Swaziland has
not ratified ILO Convention 182 on the worst forms of child labor, and child labor does occur.
Swaziland came under annual review for GSP benefits due to sgnificant problems with worker rights;
the country avoided being excluded from GSP (and subsequently, AGOA) benefits by enacting a
revised Industrid Relations Act in November 2000. Since then, an independent dispute commission
has been launched, which has aready received over 700 cases, adjudicating nearly 60 percent to date.
The government permits domestic human rights groups to operate. There are reports of use of
excessive force and interference by the police.

AGOA Outreach/Technical Assistance/Trade Capacity Building: The U.S. Embassy has
fecilitated Swazi participation in severd outreach and technical assistance activities, including video
conferences, seminars, internationd visitor programs, U.S. spesker programs aimed primarily at the
business community, and training seminars for Customs and Excise officids hdd in South Africa The
local press has covered AGOA news and activities extengively.

TANZANIA
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Status: AGOA digible, induding for textile and gppard benefits

AGOA Trade and Investment: Tanzania s duty-free exports to the United States under AGOA were
valued a $899,000 in 2001, amost dl of which were agricultural and forestry products shipped under
the GSP provisions of the Act. These exports represented three percent of Tanzanid stotal exportsto
the United States. Tanzania did not quaify for the textiles and gpparel provisions of AGOA until
February 2002, so there was no increase in exportsin this sector in 2001. Apparel manufacturers are
just beginning to receive new orders for export under AGOA, and yarn is being exported from the
United States to Mauritius for use in Mauritian clothing exports under AGOA. Non-textile handicrafts
and folkloric exportsincreased in 2001, as did cut flower and seafood exports. To date, no new U.S.
investment is reported in response to AGOA.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Tanzanias economic
reform program has been comprehensive and sustained. Structural reforms began in the mid-1980s
have reduced inflation to below five percent, dashed the government budget deficit and removed price
controls. Real GDP growth has averaged four percent in the past five years, and will exceed five
percent in 2002. The government has privatized over haf of its parastatal enterprises and has
liberdized its agricultura policy. Market forces determine interest and exchange rates. U.S. investment
in Tanzaniaiis dowly increasing, but is hindered in many sectors by corruption, poor infrastructure, high
electricity cogts, and bureaucratic inefficiency. The inability to own land or offer it as collaterd remains
amgor impediment to new investment.

Rule of Law/Palitical Pluralism/Anti-Corruption: Crimind trids are open to the public and press.
Thejudiciary isformaly independent but suffers from corruption, inefficiency and executive influence,
Tanzania became a multiparty state in 1992, and held its second multiparty eection in October 2000.
While oppostion parties campaigned fredly, police often harassed opposition supporters, especidly in
Zanzibar. The government participates in the World Bank Ingtitute's anti-corruption and governance
program, established an Anti-Corruption Commission, has indicted senior officids for corruption, took
steps to void a corrupt energy dedl, and produced a respected, wide-ranging report on corruption in
1997. Nevertheless, the government failed to enact most of the report’ s recommendations, and has
been dow to indict high-ranking officias implicated in corrupt activities.

Poverty Reduction: In 2001, Tanzaniawas one of the first African countries to receive enhanced
HIPC debt relief under “Cologne” terms. The government has refocused on socia sectors with
emphasis on primary sarvices. Tanzaniaisimplementing its Poverty Reduction Strategy Paper for the
HIPC Initiative. Although GDP has grown consistently at 4 percent annudly, there has not yet been
substantial progress on poverty reduction; 2001 per capita GNP was around $230.

Labor/Child Labor/Human Rights. Tanzania has been amember of the ILO's International Program
for the Elimination of Child Labor snce 1994, and is currently undertaking a program to diminate child
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labor. The country ratified ILO Convention 182 on the worst forms of child labor in 2001 and aso is
participating in an ILO program in the agricultura sector. Despite anew law on freedom of
association, the government dissolved atrade union in 2001. With pressure from unions and the ILO,
Tanzaniais now negotiaing to limit the government’ s ability to dissolve unions. Police used excessive
force in suppressing demondirations by opposition supporters on Pemba ldand in January 2001,
resulting in a least 23 deaths. However, in October 2001 the government and the principa opposition
political party in Zanzibar reached a reconciliation agreement that isintended to address opposition
concerns about human rights and eectora abuses. The agreement paves the way for significant
electord reformsto be implemented before the next genera eectionsin 2005. The agreement also set
up acommission of inquiry to investigate the causes of the January 2001 violence on Pemba.

AGOA Outreach/Technical Assistance/Trade Capacity Building: The U.S. Embassy facilitated
severd outreach and technica assstance activities, including satdllite broadcasts of AGOA-related
programs and ass stance to government officids in developing an acceptable visa system for AGOA
textile and apparel benefits. Over 30 Tanzanian officias and private sector representatives attended the
March 2002 AGOA regionad seminar in Uganda. In April 2002, the U.S. Ambassador led a Tanzanian
trade delegation to South Carolina to consult with prospective purchasers of Tanzanian agriculturd
products and U.S. exporters of textile machinery. Tanzania continues to require substantia technica
assgtance in locating buyers for Tanzanian AGOA exports, marketing products in the United States
and elsewhere, and meeting high quality standards expected by U.S. purchasers.

TOGO

Status: Not AGOA digible: Togo has not been designated an AGOA beneficiary country largely
because of concerns related to economic reform, political pluralism and rule of law, corruption, poverty
reduction, and human rights.

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Since the early
1980s, Togo has sporadicaly followed economic reform programs supported by the World Bank and
IMF with some success. Nonethel ess, the economy remains impeded by alarge and inefficient state-
owned sector, high spending on the security forces, widespread corruption and lack of government
fiscd and budgetary discipline. Privatization has been sporadic, dthough the government privetized a
phosphate parastatal in early 2002 and has requested tender offers for several state-owned banks and
hotels. Togo has ardatively liberd trade policy, good infrastructure and investment code. Intellectud
property is generally offered protection by the 1977 Agreement on the Creation of an African
Intellectual Property Organization. There are no Sgnificant restrictions on foreign investments.
However, in response to ongoing politica uncertainty, private investment over the past few years has
largely stopped and the international donor community has suspended assstance. European investment
in the phosphate parastatal suggests there could be areturn to Togo of foreign investors.
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Rule of Law/Palitical Pluralism/Anti-Corruption: There are many active opposition parties as well
as an active independent press. However, free and fair eections have yet to be held in Togo; scheduled
legidétive dections have been cancelled severd times, most recently in March 2002. In the past year
there were some violations of freedom of the press, intimidation of opposition parties, and abuses of the
judicid system. Corruption is till aproblem; initial actions of a new anti-corruption body, established
in January 2001, are encouraging.

Poverty Reduction: The ongoing political impasse and economic difficulties have largely blocked
progress in poverty reduction and socid indicators have deteriorated in recent years.

Labor/Child Labor/Human Rights Togo's labor code provides some protections for the right to
organize and bargain collectively, but the government places some limitations on these rights and does
not ensure that these rights are enforced.  Trade union leaders are arbitrarily arrested and intimidated.
Togo remainsamgor origin country for trafficking in women for the purpose of forced progtitution and
trafficking of children for forced labor. However, the Government is making efforts to slem this trade,
including establishing a specid court to investigate cases of child trafficking, and adopting anew law on
child labor and trafficking. Togo ratified ILO Convention 182 on the worst forms of child labor. The
Government does not accord fundamenta worker rights to workersin the Economic Protected Zones,
apractice that has drawn criticism from the ILO. Togo's human rights record is poor and security
forces are responsible for extra-judicia killings, beatings, arbitrary arrest and detentions. The
government has been unwilling to investigate or punish effectively those who committed abuses.

U.S. National Security and Foreign Policy I nterests. Togo was cited in the UN Fowler report for
violating UN sanctions against UNITA, but dlamsto have savered dl tieswith that organization. In
support of the ongoing war againg terrorism, Togo was the first African country to pass and ratify al
12 UN counter-terrorism conventions.

UGANDA
Status: AGOA digible, including for textile and gppard benefits.
AGOA Trade and Investment : Uganda s duty-free exports to the United States under AGOA were
valued a $141,000 in 2001. These exports represented |ess than one percent of Uganda s total
exports to the United States. Uganda became dligible for textile and appard benefits in October 2001,

anumber of companies are preparing to take advantage of these benefits and there has been new
investment in the textile and gppardl sector.

-133-



Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Ugandas economy
is based on agriculture. The country is aleading economic reformer in Africa, and has achieved macro-
economic stabilization. Uganda had a 6.5 percent average growth rate over the past Sxteen years, a
relatively vibrant capita market, and a business-friendly commercia environment. Privatization and civil
service reforms are proceeding, and the budgetary processis increasingly transparent. The government
has made progress in improving the country’ s infrastructure, and is cregting a nationd road grid.
Monopolies in the coffee, cotton, power and telecommunications sectors have been abolished. There
has been a recent increase in non-traditiona exports such as cut flowers and vanilla Uganda has
cons stently welcomed and received foreign investment. Corruption remains a problem, despite efforts
to combet it.

Rule of Law/Palitical Pluralism/Anti-Corruption: Presidentia and Parliamentary e ections took
place in 2001, with President Museveni re-elected. The dections were characterized by violence and
irregularities in some parts of the country. Despite restrictions on politica parties, oppodtion figures
have a ggnificant presence in Parliament and are able to speak out. Uganda participates in the World
Bank Ingtitute's Integrated Anti-Corruption/Governance program. A judiciad commission probed
irregularities in the army procurement process. Poor judicid adminigtration, lack of resources, alarge
case backlog, and lengthy trid delays circumscribed due process and the right to afair trial. Backlogs
have recently been reduced.

Poverty Reduction: In May 2000 Uganda was the first African country to reach its HIPC completion
point. It has along-established Poverty Eradication Action Plan and a Poverty Action Fund. Ugandais
one of the first countriesin Africato show a sustained decline in the incidence of HIV/AIDS, reducing
the rate of infection in Uganda from 30 percent to less than seven percent in 10 years. Plansto develop
the education and hedlth sectors are in place, but ambitious plans to combeat poverty are limited by
human capacity congraints. Nonetheless, poverty levels have dropped from 52 percent of the
population in 1994 to 35 percent in 2001.

Labor/Child Labor/Human Rights: The minimum working ageis 18; forced labor by childrenis
prohibited by statute but not dwaysin practice, especidly in the informal sector. There are

incond stencies between the outdated labor code and Uganda s Congtitution, which guarantees freedom
of association. Uganda is working with the ILO to update its |abor code and strengthen overdl
industrid relations. Uganda ratified ILO Convention 182 on the worst forms of child labor in 2001.
Uganda has joined the ILO's Internationa Program on the Elimination of Child Labor and is
participating in aregiona 1LO project focusng on child labor and cross-border smuggling and drug
trafficking. The government has made serious efforts to slem humean rights violations, including
punishing military officers found guilty of violations. There have been no recent reports of palitically
motivated killings or disappearances. Human rights organi zations are active and operate without
government restriction. However, there are restrictions on freedom of assembly and association and
condiitutiond redtrictions on political activity. Uganda remainsinvolved in the conflict in the Democratic
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Republic of Congo (DROC), dthough it has withdrawn two battaions, leaving two in DROC.

Uganda s involvement conssts mostly of border control along the Uganda-DROC frontier. A UN
report implicated some high-ranking officers of the Uganda Peopl€' s Defense Forces as being involved
intheillega exploitation of DROC's natura resources. The government has appointed an independent
pand to investigate,

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs. Over 700 participants
from Uganda and 14 other African countries attended the March 2002 AGOA regiona seminar in
Kampala, Uganda. President Museveni partcipated in the seminar, which received widespread and
positive media coverage. In April 2002, the U.S. Embassy conducted a live teleconference between
Washington and key Ugandan interlocutors on agriculturd issues related to AGOA. Ugandaiis
interested in assistance related to trade financing and to obstacles hindering greater trade in agriculturd
goods.

ZAMBIA
Status: AGOA digible, including for textile and gppard benefits.

AGOA Trade and Investment: Zambia' s duty-free exports to the United States under AGOA were
valued at $775,000 in 2001, primarily forest products shipped under the GSP provisions of the Act.
These exports represented five percent of Zambia stota exports to the United States. Since qualifying
for AGOA textile benefits in December 2001, Zambia has begun to see asignificant upturn in itstextile
and gpparel trade. One Zambian spinning mill has doubled its yarn and textile exports to Botswvana,
South Africa, and Mauritius since January 2002, and plans to double its production capacity, adding
500 jobs. Cotton production has aso increased dramatically, with increased exports to South Africa
An American company plans to add 10,000 hectares of cotton production, in cooperation with 40,000
growers, representing a 20 percent expanson. A South African textile firm is negotiating to buy a
closed Zambian textile operation. Zambian fresh snow peas have been approved for export to the
U.S,, and Zambia hopes to export other fresh vegetables once U.S. government approval is obtained.

Mar ket Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Zambia has made
progress in developing a market-based economy. Virtudly dl prices are market-determined and direct
import and export subsidies have been diminated. Zambia welcomes foreign trade and investment.
There are no regtrictions on foreign investment in the country's stock exchange, no limits on non-cash
transactions, and no controls on repatriation of capita or profits. The ongoing privatization program has
sold more than three-quarters of state-owned enterprises, including the largest by far, Zambia
Consolidated Copper Mines (divested in March 2000). The government has created a one-stop
resource for internationd investors and actively seeks such investment. Zambiaistrying to diversfy
beyond the traditionad mining sector, and is promoting agribusiness. Zambian law offers protections for
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intellectud property rights and the government has taken enforcement actions, for example, against
pirated recordings.

Rule of Law/Padlitical Pluralism/Anti-Corruption: Since returning to multiparty democracy in 1991,
Zambia has held nationd eections three times, most recently in late 2001 when the presidency
peacefully changed hands for the second time. Political plurdismis well established and the President’s
party isin the minority in Parliament, which has encouraged debate and the enhancement of separation
of powers within the government. The new president and cabinet have pledged to make transparency,
good governance, and aliberd economy halmarks of their adminigration. Thejudiciary, while
inefficient due to alack of resources and limited capacity, isindependent. Efforts are underway to
improve judicid case management. The Congtitution provides for due process, afair trid and equa
protection under the law. The Anti-Corruption Commission has been granted additiona powersto
investigate alegations of government misconduct.

Poverty Reduction: The government's Poverty Reduction Strategy Paper aims to combat poverty by
development of the private sector, increasing spending on hedth, agriculture and rurd development, and
developing human resources. Zambia has now qudified on an interim basis for HIPC debt rdlief. An
estimated 73 percent of the population lives a or below the poverty line. Access to basic education has
expanded greetly, especidly for girls, and overal funding for education is dated to grow by 33 percent.
In an important step to address amajor hedlth problem, Zambia has a Nationad AIDS Council to
develop and implement anationd control strategy.

Labor/Child Labor/Human Rights. The Condtitution providesthe right of citizensto form and join
labor unions. Sixty percent of formal sector workers are unionized, but few legd strikes take place, and
on occasion striking workers have been suspended by the government. Zambia has signed and
implemented dl internationa conventions on labor and child labor; it ratified ILO Convention 182 on
the worst forms of child labor in December 2001. Zambian law prohibits child labor and protects basic
worker rights, but enforcement is problematic. The country's extreme poverty results in widespread
child labor, especidly in the informal sector. The government generdly respects civil liberties. However,
alack of training and discipline in the police force have exacerbated instances of corruption and other
abuses of power, eg., arbitrary arrest and detention. The previous government investigated alegations
of torture, beatings, and other human rights violations but never circulated the report. Observers expect
more trangparency from the current adminigtration. Within the limits of its resources, the government is
making efforts to increase the professionalism of the police force, and the police have been more
respongve to criticism from domestic human rights NGOs in the past year.

AGOA Outreach/Technical Assistance/Trade Capacity Building Needs: The U.S. Embassy in
Lusaka has hosted over 20 AGOA seminars. Embassy officials and visiting experts regularly appear on
televison and radio to promote AGOA. Embassy saff also are included on the AGOA Promotion
Committee established by the Ministiry of Commerce. USAID funds the Zambia Trade and Investment
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Enhancement Project, which provides technical assistance to the government, chambers of commerce
and trade associations. The USAID-funded Globa Technology Network and the International
Executive Service Corps both have strong AGOA components. The Zambian Government seeks
technica assstance rlated to trade policy formulation and technica training on customs procedures.

ZIMBABWE

Status: Not AGOA digible: Zimbabwe did not receive AGOA beneficiary country designetion largely
because of concerns related to lack of economic reform, rule of law, political pluralism, corruption, and
human rights

Market Economy/Economic Reform/Elimination of Barriersto U.S. Trade: Primarily dueto
poor government policies, mismanagement, overspending, and a chaotic land reform program,
Zimbabwe's economy has been in near free-fall recesson since 1999, and has experienced areal-GDP
drop of about 25 percent to date. Inflation has been well over 100 percent. Both the farm and non-
farm economies have been hit hard, and inefficient state-owned monopolies continue to play too large a
role as the privatization drive stagnates. Zimbabwe aso has poor relations with the international donor
and multilatera lending community. A 1992 investment code liberaized foreign investment regulations
subgtantialy, but some sectors of the economy remained closed to foreign investment and import tariffs
were increased in 1998. Due to growing economic and politica ingability, the investment and operating
climate in Zimbabwe is significantly worse than it was in 1998; Presdent Mugabe has threatened to
seize or nationaize al non-indigenous-owned enterprises. The government impaosed price controls and
agrosdy undervaued officid currency peg. Even though laws provide for non-discriminatory practices,
including full trangparency in the tendering process, government procurement continues to be subject to
considerable palitica influence. The country has awell-developed stock market and generdly respects
the rulings of courtsin business matters. Zimbabwe is amember of the World Intellectua Property
Organization, and its laws are intended to provide for the protection of private and intellectua property.
The government's lack of commitment to property rights is evident by the on-going chaotic and violent
land reform.

Rule of Law/Palitical Pluralism/Anti-Corruption: In parliamentary eectionsin June 2000, an
opposition party gained asgnificant minority of seats for the first timein the country's history. The
political process, however, remains heavily tilted in favor of the ruling party, as demondirated by the
serioudy flawed presidentia eectionsin March 2002. The condtitution guarantees due process and
providesfor theright to afair trid. The judiciary atempts to enforce these rights; but has been subject
to congderable intimidation by the government, in particular after it issued rulings againgt the
government, particularly with regard to the government's “fast track” land reform program. Corruption
and cronyism have grown worse a dl levels of the government, particularly in the civil service and
government-owned parastatals.
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Poverty Reduction: Poverty reduction and expanded access to education and hedlth care remain
central to the government's development sirategy, but alack of coordination, will and resources
continues to hamper those efforts; relatively high levels of military expenditures aso cut into socid
gpending. In the padt, the government worked with the United Nations Development Program and
USAID on poverty reduction efforts. Zimbabwe is dso experiencing severe food shortages as a result
of the land reform policy, commodity price controls, and drought.

Labor/Child Labor/Human Rights. The government's human rights record has steadily worsened
over the past two years. 1n 2000, supporters of the ruling party engaged in awidespread campaign of
murder, violence and intimidation againgt the palitica oppogition; this continued in 2001 and in the run-
up to the 2002 presidential eection. A post-dection campaign of refribution is ongoing as of May
2002. Security forces torture, beat, and otherwise abuse persons, and arbitrary arrest and lengthy pre-
tria detention remain problems. The government and its supporters pressure the independent media and
the judiciary when it deems them critical of the government and its policies. Zimbabwe isamember of
the ILO and dl workers, except government employees, have the right to form and join trade unions.
Unions have theright to organize and bargain collectively, dthough in the current politica environment
unions are targeted for intimidation and in some instances assassination. Forced labor is prohibited, and
employment of children under age 15isillegd. Zimbabwe has ratified ILO Convention 182 on the
worst forms of child labor.

U.S. National Security and Foreign Policy Interests: Zimbabwe cooperated with the U.S.

Government in investigating cases of potentid threats to the U.S. Embassy. Heavily involved in the war
in the Congo, Zimbabwe was a sgnatory to the Lusaka Agreement.
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X. Other Resourcesfor Information on U.S. Trade and Investment Policy for Africa and
AGOA Implementation

The Officid U.S. Government website on AGOA
WWW.agoa.gov

The Office of the United States Trade Representative

WWW.USEr.gov
See the listings under the Africaregion.

The U.S. Customs Service
WWW.CUStoms.qgov

The informed compliance publications under importing and exporting are very useful aswdl asthe
regulations provided for under the AGOA portion of the International Agreements section.

The Department of Commerce' s Office of Textilesand Apparel
www.otexaitadoc.gov/Trade Act 2000.htm

This steincludesfill rates for the apparel cgp on regiona and third country fabric.

The Department of Commerce' s Office of Africa
www.mac.gov and www.doc.gov

The U.S. Department of State
www.state.gov

The Overseas Investment Corporation

WWW.0pIC.gov
Sdect 1) Press and Publications 2)Publications 3) OPIC highlights

The Export-Import Bank fo the United States
www.exim.gov/efrica

The United States Agency for International Devel opment
www.usaid.gov/regions/aft/

Look at Africa Bureau and Office of Trandtion Initiatives
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The Internationa Trade Commission

http://reportweb.usitc.gov/africaltrade datahtml.
This site contains data on U.S. trade with sub-Saharan African countries.

The Department of Agriculture
www.fas.usda.gov

The Department of Transportation
www.dot.gov

The Department of Energy
WW\W.energy.gov

The Smal Busness Adminigration
www.sha.gov/oit/

The Trade and Development Agency
www.tda.gov/region/index.html
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Republic of Benin
Republic of Botswana*
Republic of Cameroon*
Republic of Cape Verde
Centrd African Republic
Republic of Chad
Republic of Congo
Republic of Djibouti
State of Eritrea
Ethiopia*

Gabonese Republic
Republic of Ghana*
Republic of Guinea

Republic of Guinea-Bissau

Republic of Kenya*
Kingdom of Lesotho*
Republic of Madagascar*
Republic of Mdawi*
Republic of Mdli

Idamic Republic of Mauritania

Republic of Mauritius*

Annex A - AGOA Bendficiary Countries

* - qudified for textile and gpparel benefits

# - effective date to be decided by USTR
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Republic of Mozambique*
Republic of Namibia*
Republic of Niger

Federa Republic of Nigeria
Republic of Rwanda
Democratic Republic of Sao Tome and
Principe

Republic of Senegd*
Republic of Seychelles
Republic of SierraLeone #
Republic of South Africa*
Kingdom of Swaziland*
United Republic of Tanzania*
Republic of Uganda*
Republic of Zambia*



Annex B - AGOA Eligibility Criteria

The Eligibility Criteria

The digibility criteriaunder AGOA are set forth in section 104(a) of AGOA and sections 502(b) and
(¢) of the Trade Act of 1974, as amended (containing the GSP digibility criterid). Section 104(a) is
provided below initsentirety. A summary of sections 502(b) and (c) is aso included below.

"SEC. 104. ELIGIBILITY REQUIREMENTS

(& In Generd.-- The President is authorized to designate a sub-Saharan African country as an eigible
sub-Saharan African country if the President determines that the country --

(1) has established, or is making continua progress toward establishing --
(A) a market-based economy that protects private property rights, incorporates an open rules-based
trading system, and minimizes government interference in the economy through measures such as price

controls, subsidies, and government ownership of economic assets;

(B) therule of law, politica pluralism, and the right to due process, afair trial, and equa protection
under the law;

(C) the dimination of barriers to United States trade and investment, including by --

(i) the provision of nationd treatment and measures to cregte an environment conducive to
domedtic and foreign investment;

(ii) the protection of intellectua property; and

(ii1) the resolution of bilaterd trade and investment disputes,
(D) economic policies to reduce poverty, increase the availability of health care and educational
opportunities, expand physicd infrastructure, promote the development of private enterprise, and

encourage the formation of capita markets through micro-credit or other programs,

(E) asystem to combat corruption and bribery, such as signing and implementing the Convention on
Combeting Bribery of Foreign Public Officids in Internationa Business Transactions; and

(F) protection of internationaly recognized worker rights, including the right of association, the right to
organize and bargain collectively, a prohibition on the use of any form of forced or compulsory labor, a
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minimum age for the employment of children, and acceptable conditions of work with respect to
minimum wages, hours of work, and occupationa safety and hedlth;

(2) does not engage in activities that undermine United States nationa security or foreign policy
interests; and

(3) does not engage in grass violations of internationdly recognized human rights or provide support for
acts of internationd terrorism and cooperatesin internationd efforts to diminate human rights violations
and terrorist activities.

Summary of section 502(b) and (c) of the Trade Act of 1974 as amended.
The Presdent shdl not designate any country as a beneficiary country if:

1 The country isa Communist country, unlessits products receive norma trade reations
treatment, it is amember of the World Trade Organization and International Monetary Fund or is not
dominated or controlled by international communism (Sec. 502(b)(2)(A));

2. The country isaparty to an arrangement or participates in any action that withholds or hasthe
effect of withholding vital commodity resources or raises their prices to unreasonable levels, causing
serious disruption of the world economy (Sec. 502(b)(2)(B));

3. The country affords preferentid trestment to products of a developed country which has or is
likely to have a sgnificant adverse effect on U.S. commerce (Sec. 502(b)(2)(C));

4, The country has nationdized, expropriated or otherwise seized property, including trademarks,
patents, or copyrights owned by aU.S. citizen without compensation (Sec. 502(b)(2)(D));

5. The country does not recognize or enforce arbitral awards to U.S. citizens or corporations
(Sec. 502(b)(2)(E));

6. The country aids or abets, by granting sanctuary from prosecution, any individua or group
which has committed internationd terrorism (Sec. 502(b)(2)(F));

7. The country has not taken or is not taking steps to afford internationally-recognized worker
rights, including the right of association, the right to organize and bargain collectively, freedom from
compulsory labor, a minimum age for the employment of children, and acceptable conditions of work
with respect to minimum wages, hours of work and occupationa safety and hedlth (Sec. 502(b)(2)(G)).
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8. The country has not implemented its commitments to eiminate the worst forms of child labor, as
defined by the International Labor Organization's Convention 182 (Sec. 502(b)(2)(H); this provision
was added by the Trade and Development Act of 2000 in Section 412).

Failure to meet criteria4 through 8 may not prevent the granting of GSP digihility if the Presdent
determines that such a designation would be in the nationa economic interest of the United States.

In addition, the President must take into account:
1 A country's expressed desire to be designated a beneficiary country (Sec. 502(c)(1));
2. The country'slevel of economic development (Sec. 502(c)(2));

3. Whether other mgjor developed countries extend preferentid tariff trestment to the country
(Sec. 502(0)(3));

4, The extent to which the country provides "equitable and reasonable access' to its markets and
basic commodity resources and refrains from unreasonable export practices (Sec. 502(c)(4));

5. The extent to which the country provides adequate and effective protection of intellectua
property rights (Sec. 502(c)(5));

6. The extent to which the country has taken action to reduce trade-distorting investment practices
and policies and reduce or diminate barriers to trade in services (Sec. 502(c)(6)); and

7. Whether the country has taken or is taking steps to afford internationally recognized worker
rights, (Sec. 502(c)(7)).
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