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Introduction:

The Fourth Annual AGOA Private Sector Forum was held in Dakar, Senegal, on July 18-19, 2005.  The private sector co-chairs were the Corporate Council on Africa, the African Business Roundtable, and APIX, Senegal. The Whitaker Group of Washington, DC, served as Private Sector Forum Secretariat and co-chair.  In line with tradition, the Private Sector Forum was held in conjunction with the Ministerial Forum, headed by the United States and Senegalese governments.  The 2005 Forum was the first AGOA Forum to provide Private Sector and Ministerial participants the opportunity to interact directly in the respective workshop settings. 

Private Sector Forum plenaries and workshops focused on agriculture, finance and investment, export diversification, public health, and information and communications technology.  Key recommendations from the Private Sector Forum include: 1) using regional market incentives to attract capital and investment, 2) business-to-business linkages between small and medium-sized enterprises and minority-owned businesses in the U.S. and Africa, 3) focusing on export diversification, comparative advantage benefits, and exploitation of market niches in the U.S., 4) employing successful branding and marketing strategies to promote products to the U.S. market, and 5) employing  public-private partnerships to help address health challenges in Africa.  

The Private Sector Forum concluded with the recognition that while there had been marked success in the growth of U.S.-Africa trade under AGOA, much remains to be done to fully realize the potential of the trade relationship.  The private sector remains integral to the future of AGOA.  Participants and organizer’s hope that this year’s Forum recommendations will contribute to both; 1) increasing U.S.-Africa trade ties, and 2) the long-term growth and competitiveness of the African private sector.  

Below is a more detailed summary report on the core discussions and the recommendations from the Private Sector and Ministerial Forums. 

Key Findings from the AGOA Private Sector Forum:

I. Agriculture

Agriculture is vital to Africa’s development.  Agricultural exports generate significant foreign exchange earnings for African countries but the potential to export to the U.S. under AGOA is much greater, even though qualifying countries have succeeded in expanding agricultural exports. African agricultural exports to the U.S. rose from US$716 million in 2000 to US$1 billion in 2004.  Countries such as Kenya and Mozambique have realized development in value-added agricultural exports to the U.S. for such products as processed cashews and macadamias.

The value of agriculture to Africa’s development extends beyond exports.  Agricultural producers require chemicals such as pesticides and equipment to effectively produce for export.  This creates additional opportunities for U.S. suppliers to form partnerships with African producers.  The growth of the agricultural sector creates further opportunities by placing pressure on the public sector to develop infrastructure to enable African agricultural products to reach international markets.

While AGOA preferences have helped a number of African countries to develop their agricultural sectors, African producers continue to face challenges.  These include the need to:

· Increase the level of productivity of producers and supporting higher levels of domestic self-sufficiency

· Remove agricultural subsidies in developed countries

· Develop necessary infrastructure to support farmers

· Increase investment in agro-processing and agro-manufacturing infrastructure

· Better policy coordination between public and private sector actors to facilitate business development

· Increase technical assistance to help African producers reduce lead time to have products approved for export to the U.S.

African and U.S. companies are on a path to meet some of these challenges.  Seaboard Corporation of the U.S. announced the addition of 200 new employees to its 5000 strong employee base throughout Africa; through the opening of a new flour mill in Banjul, Gambia.  The Cola-Cola Company is moving toward backward integration of its supply chain to meet the demands of African consumers.  Coca-Cola has invested in a 13,000 hectare farm in the Edo State of Nigeria, to grow pineapple, mango, and citrus for use in the production of its 5Alive and Minute Made juice brands. 

Each job created in the agricultural sector helps to integrate one additional person into the formal economy.  The hope is that more African countries will begin to exploit their comparative and seasonal advantages in fruit and vegetable production to meet both domestic demand and the opportunities for export created through preference frameworks such as AGOA.  For the U.S., the challenge is to provide additional support for capacity-building for agriculture development in Africa, expand farmer-to-farmer contact, reduce agricultural subsidies, and bolster agricultural technical assistance, and infrastructure investment funds at the USDA, USAID and the ADB.

II. Information Technology

In order to be part of a fast moving, globally integrated economy, African governments and private sector companies are stepping forward to explore how IT can impact the means for doing business in Africa.   U.S. IT and telecommunications companies have reported sustainable, profitable and growing business in Africa.  The value of IT is in its reach and synergistic applicability to every sector covered by AGOA, from textiles and apparel to agriculture to component manufacture.   A recurring message is that Africa cannot forego the opportunity to utilize e-commerce as a business tool.   At this Forum, sound examples of how IT can be practically applied by African producers seeking to better utilize AGOA were presented.   For example, participants learned of the United States Department of Agriculture (USDA) efforts to work with the Ministry of Agriculture in Senegal to establish a database on pesticides that will provide effective information to local producers, thus helping them meet sanitary and phytosantiary standards for agricultural export to the U.S. With the support of USAID and the Senegalese government, the Digital Freedom Initiative (DFI) is working to determine appropriate technological solutions for local communities.  Public enterprises, multinational enterprises (through partnerships with local IT companies), and young African entrepreneurs are exploring opportunities to realize success in the following areas:

· Increasing ICT penetration in the economy

· Reaching rural and impoverished areas

· Improving market access for Small and Medium--Size Enterprises (SMEs)

· Improving financial services 

· Education and skills training support

· Artisan support and small business IT training

Senegal is effectively taking up the challenge of utilizing IT to help formalize business transactions in both urban and rural areas.  Companies in Senegal are exploring opportunities for partnership with U.S. firms to adapt software programs to meet local enterprise needs.  Entrepreneurs are also developing effective means for micro-financing organizations to formalize their payments systems and log information through centralized databases.   

The Forum made clear that African artisans, textiles producers, apparel manufacturers, and agricultural producers can improve their trade with the U.S. by utilizing websites and e-commerce as tools for doing business.  The most pressing challenges in the sector remain those of infrastructure development and capacity-building.  Senegal provides a good example of an African country that is eager for full digital integration. Yet, African governments will not be able to deliver the technology infrastructure and training required without the sustained investment of the private sector and the support of international partners.

III. Finance

Africa is poised for the first time in a decade to successfully enter global financial markets. Many African countries now have formalized credit ratings. Commercial defaults on payments on the continent have been reduced by fifty percent over the last decade. Africa’s overall sustained economic growth, supported by improvements in fiscal policy management and democratic reforms, have created the conditions that inspired the recent G-8 Summit recommendations to increase aid flows and to further advance debt cancellation. 

While the international community can offer support to buttress Africa’s development, the message is that economic development is something that African communities must assume personal responsibility and leadership for. A convergence of private, public, and civil society participants must come together to realize Africa’s emerging “economic century”.  African and U.S. private sector participants reported on the high returns on investment in Africa.  Businesses are making a profit in Africa and are interested to further Africa’s development.  Privately owned companies are also eager to voice their concern for what needs to be done to grow the private sector in Africa by:

· Improving the research coverage of African markets; little information on individual country markets is available, making it difficult for new investors to assess opportunities for investment

· Improving access to capital for SMEs 

· Providing of guaranteed lending to small businesses 

· Effectively challenging negative perceptions of doing business in Africa

· Creating greater exposure for SMEs seeking partnership opportunities with multinational firms

· Allowing small businesses to compete for public and private sector contracts

Improving access to finance and increasing capital flows to Africa requires a great deal of networking, communication, and information sharing between multinational enterprises and SMEs in Africa.  It was suggested that an AGOA finance forum be set up to address the issues of financing, investment, and capital.  CCA noted that its task force on increasing capital flows to Africa is addressing this issue. The task force will soon be staffed by U.S. Ambassador Joe

Huggins, the immediate past ambassador to Botswana.

African companies are seeking practical, real-time information on how they can improve access to domestic and international capital and equity. International financial organizations such as the IFC have a key role to play in this area. The IFC plans to increase its investment commitment to Africa, through its Private Enterprise Partnership for Africa (PEP Africa). The PEP Africa initiative currently has US$ 6.6 million in approved programs, with the expectation that a further US$19 million will be realized by the end of year. Nine regional offices around Africa are combining local knowledge with expertise from around the world to provide an integrated, strategic, and sector-focused approach to technical assistance. 

All international partners are encouraged to continue efforts to support African entrepreneurs and SMEs to gain access to financing necessary for continued growth.   The African public sector also has a key role to play by ensuring that investment policies support the free movement of capital and the ability of investors to establish and maintain partnerships with local players. The public sector can also step in to provide SMEs with the tools to effectively compete for contracts at the local and international level.  Access to finance in the US$ 50K-1million average is viewed as the single biggest obstacle to SMEs building their businesses and fully exploiting AGOA opportunities.  Real and practical ways to address this obstacle with the multilaterals, banking, and financial institutions has to be a central piece for any significant increase in wealth creation. 

IV. Public Health

The broad purpose of AGOA is to provide African countries with a tool for diversifying exports and increasing trade with the U.S.   A thriving, export-oriented private sector requires a healthy work force that can match and keep pace with the growth of the economy.  Public health deficiencies are among the greatest challenges facing private sector employers in Africa. HIV/AIDS, tuberculosis, and malaria continue to have a detrimental effect on African workforce productivity. Public health challenges threaten the continent’s future. Participants at the AGOA Private Sector Forum came together to constructively address these issues in an open and forward-looking manner.  

Private sector companies are at the forefront of providing treatment and prevention on the continent. For example, Merck has developed the African Comprehensive HIV/Aids Partnership (ACHAP) public-private partnership with the government of Botswana. The core components of the partnership are prevention, treatment, care and support.  This program has helped to facilitate public discussion and open testing for HIV/AIDS in the Botswanan society. The program also offers patients increased access to drugs.  Pfizer’s public-private partnerships, through its Diflucan initiatives, for example, are helping to deliver drug treatment to people in need.  Many more private sector companies are taking valued steps toward providing better access to treatment and care for communicable diseases such as HIV/AIDS and malaria on the continent. 

Key challenges/deficiencies in the sector of public health, including medicine, are:

· Poor nutrition; poor diets make many treatments ineffective

· Education and awareness

· Health infrastructure 

· Shortage of skilled medical personal

· Stigma attached to communicable diseases

· Limited funding and distribution for treatment

· Need for health policy reform

The private sector is taking decisive steps to address HIV/AIDS’ issues and is engaging the African public sector to effectively address critical broader-based challenges regarding public health. The goals of the emerging public-partnerships are to build and sustain these initiatives to provide consistent treatment and care. These partnerships offer a blueprint for those governments and U.S. private sector companies that are motivated to become involved but are unsure as to where to start. The private sector can and is taking a stance on public health. The challenge is to maintain the momentum of the current discussions and to continue to fund these initiatives to support the improvement of access to diagnosis, treatment and prevention.  

CCA‘s ongoing task force on HIV/AIDS in Africa, established in 2000 is continuing to bring together the private sector to address the issue as it pertains to Africa.  The task force in 2005-6 will be chaired by Jeff Sturchio of Merck, and Karl Heinz Schlass of DaimlerChrysler Corporation.  The task force is staffed by Victor Barnes, formerly of the Center for Disease Control HIV/AIDS project.

Key recommendations and conclusions of the AGOA Private Sector Forum:

I. Use regional market incentives to attract capital and investment

Regional economic organizations such as the Common Market for Eastern and Southern Africa (COMESA) should continue to work toward offering incentives for investors by promoting:

· Harmonized market regimes 

· Harmonized tariff options

· Lowered transportation costs

· Common regulatory regimes

African regional bodies should also begin to draft and implement effective strategies for:

· Reducing times for customs transit clearance at borders and ports

· Improving transportation infrastructure

· Greater cooperation on security processes

Work on these three issues will help improve transportation, transparency and ease of movement of cargo and goods within regions

II. Recommendations concerning promotion of business-to-business linkages between small and medium sized enterprises and minority-owned business in the U.S. and Africa

· The minority business community in the U.S., particularly African Americans, should develop business partnerships and work to exploit the current benefits afforded by AGOA
· More concerted and coordinated work among African and the U.S. public and private sectors, the World Bank, and regional/international transport companies to address transportation logistics and infrastructure development with a goal to decrease costs and time to market
· Enhanced linkages between the Millennium Challenge Corporation and capacity-building, especially for trade transport infrastructure 
· African governments should lend support to small businesses by working directly with private banks to establish sound capital access policies for small businesses
· Support for start-up businesses will be critical for entrepreneurship growth in Africa. The CCA USAID funded programs; SAIBL and WAIBL were noted as successful examples of this type of support.
III. Focus on export diversification, comparative advantage benefits, and exploitation of market niches

· African countries are challenged to formulate trade and investment promotion strategies to effectively compete in the U.S. market

· Export diversification must be given priority, due to growing competitive pressures on African producers of apparel  
· Regional survivors in the apparel sectors will be those countries that focus on vertical integration and innovation
· While non-oil imports from AGOA increased in 2004 by 22 percent, U.S. and African public and private sectors should work to increase this annually
· Diversification plans should include sectors of comparative, competitive advantage - African countries should build on their national assets when determining sectors of comparative advantage and potential market niches in the U.S.
· Each African country should formulate a comprehensive strategy for maximizing the benefits of AGOA

IV. The future success of African businesses in the U.S. will be determined by successful marketing and branding strategies

· Eco-tourism, based on sound environmental conservation policies, was emphasized as a good way to market Africa; international enterprise, local support, strong governance, relevant  infrastructure and supportive legal and regulatory environments are required for conservation and linked ecotourism to be successful

· Creating stronger demand for the international media to use more positive language and images concerning Africa, showcasing entrepreneurial talent, presenting feature stories and promoting Africa’s “connectivity” to international economic centers are essential 

· African governments and the private sectors need to make a stronger effort to advertise and promote their own respective countries

· Promotion of each African country’s individuality through the effective showcasing of specialty product offerings is one effective technique

· More education of the U.S. private sector about AGOA and about how to best utilize AGOA is required

· Changing perceptions of Africa as an economic opportunity  will depend on  immediate investment in promotion and advertisement and longer term investment in networking and relationship building

· U.S. and African stakeholders are encouraged to establish AGOA action coalitions and/or committees to assist in educational, technical assistance, and networking support

V. Use public-private partnerships to help address public health challenges in Africa

· Investment in training and capacity-building for public health officials 

· Improving access to anti-retroviral treatment and care for those afflicted with HIV/AIDS

· Focus on institutional capacity-building; empowering those institutions that have the broadest reach to the community

Key recommendations and conclusions of the AGOA Ministerial Forum: 

I. Develop the U.S.-Africa trade relationship through providing support for trade capacity-building programs such as training on pest risk assessment (PRA) and meeting sanitary and phytosanitary standards for export to the U.S.; developing greater efficiency in meeting these standards will be critical to determining market access

II. Advance the Doha Development Round; U.S. Agricultural Secretary Mike Johanns stressed that in order for there to be any progress on the removal of agricultural subsidies over the next decade, Africans would need work to win concessions at the WTO

III. Provide targeted technical assistance; the U.S. government (Secretary of State) made key announcements on the provision of technical assistance to help the progression of the U.S.-Africa trade relationship through the next five years of AGOA:

a. The African Global Competitive Initiative

i. Will target US$200 million of additional U.S. resources to expand trade capacity-building efforts

ii. Funds will be disbursed over a 5-year period and will operate through USAID regional trade hubs in Ghana, Botswana and Kenya  

iii. Funds will also be used to help establish a fourth trade hub in Dakar, Senegal, to provide improved technical assistance services for francophone west Africa

b. The AGOA Diversification Fund

i. The broad purpose of this fund will be to assist U.S. agencies to support African governments through the export diversification process

IV. Focus on improvement of regional trade capacity through continued use of USAID trade hub facilities and services

a. Integrated regional markets will assist African countries to better exploit AGOA

b. Development of intra-regional trade linkages; AGOA can help African countries trade not only with the U.S. but also with each other. A key example in this area would be more vertical integration of yarn to produce textiles via economic cooperation between African states with comparative advantages in either cotton production or spinning and manufacture

V. Continue support for established U.S. initiatives such as the Millennium Challenge Corporation

a. Eight African countries are currently qualified to apply for MCC grants; Senegal will benefit from a technical assistance package to assist its grant application process

b. MCC President Paul Applegarth stressed that Africa has been the focus of the MCC due to African government commitment to reform and to present good programs for consideration for funding

Concluding remarks:

Five years into the adoption of AGOA, there is broad recognition that while there has been marked success, there is still much to be done to fully realize the potential of the U.S.-Africa trade relationship.  The Private Sector Forum provided participants with the opportunity to discuss some of the most pressing challenges encountered in their effort to succeed.  African business highlighted a need for reliable IT networks, improved communications infrastructure, efficient and reliable modes of transportation, and access to capital.  U.S. business counterparts stressed the need for improved information about individual country markets and opportunities for investment and partnership.  Both sides noted a need for greater promotion in both the U.S. and Africa of the success stories that have come out of AGOA, and of the potential for further investment and trade.  

The U.S. government’s commitment to provide improved technical assistance for agricultural product exports and to develop a fourth USAID trade hub was received as a progressive and welcome development.  A key issue stressed at both the private sector and the ministerial AGOA for was the need for improved practical assistance – farmers want real time answers on how to market and sell their goods to the U.S. market and on how to form new partnerships with agro-processes; start-up companies are seeking access to information on how to apply for grants and loans from international financing bodies and how to identify potential U.S. business partners that will help them access funds provided through bodies such as OPIC. 

There was a strong recommendation that African countries and business groupings develop AGOA action committees.  Similarly U.S. states and business groupings were also encouraged to establish forums for the promotion and development of AGOA-related trade. 
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