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I. Introduction

The global community has arrived at a critical call to action for Africa’s development.  The Blair Commission for Africa gathered momentum and publicity in 2004/2005, preparing British Prime Minister Tony Blair to chair the 2005 G8 with African development as a primary focus.  In April 2005, Madagascar was the first country to sign a Millennium Challenge Account Compact, the new U.S. innovation in transferring ownership of development assistance to the most capable recipient governments.  In June 2005, the G8 announced plans for debt relief for 18 of the world’s most poverty stricken countries.  The July G8 Meeting in Gleneagles, Scotland, resulted in a vow from the G8 leaders to double aid to Africa over the next five years.

Prime Minister Blair has repeatedly called Africa’s continuing poverty “the fundamental moral challenge of our time,” framing a rhetoric that obliges the industrialized nations to assist the developing world.  However, the global campaign to increase development assistance will fail if bereft of committed international business partners and a significant increase in African private sector growth. 

In June 2004 the United States Congress passed the AGOA Acceleration Act, or “AGOA III,” extending the life of the legislation until 2015.  AGOA remains the cornerstone of the United States’ trade and investment policy toward sub-Saharan Africa.  In the years since its passage it has come to embody the United States’ tripartite approach to Africa: aid, trade, and investment.  AGOA is increasing U.S.-Africa trade, creating incentives for investment in African production for export, and creating a legal framework to expand technical assistance to African producers to meet export quality standards and gain access to the U.S. market.

The legislation intends to increase non-traditional exports from Africa in order to trigger economic development.  There are both real successes achieved by the program and significant challenges still remaining.  Most importantly, AGOA must not rest on the laurels of its achievement of stimulating exports to the U.S. and other overseas markets in a few product categories.  

June 21-24, 2005, the Corporate Council on Africa (CCA) convened its fifth biennial U.S.-Africa Business Summit in Baltimore, Maryland.  Over the course of the conference and in a variety of forums CCA Summit participants reiterated the importance of identifying and capitalizing on the business opportunities inherent in Africa’s growth.  Roughly 15 Summit workshops touched specifically on AGOA-related successes, current issues, new ideas, and recommendations for next steps.  Those select findings are the subject of this report.    

CCA Summit observations indicate that all parties share responsibility for realizing AGOA’s full potential.  The business community present at the Summit concurred that moving forward mandates strengthened commitment from African governments, their private sectors, and Africa’s U.S. and other international trading partners. 

AGOA fits well with the widespread recognition that better investment climates must both be sought and fostered.  Industrialized countries should identify emerging business opportunities and seek to engage new African trading partners in order to facilitate their entry into the international trading arena.  Western aid models, including the examples of AGOA and the Millennium Challenge Account, are stepping up requirements for African countries and governments to meet certain basic criteria (good governance, adherence to the rule of law, international standards for human and labor rights, for example) in order to move forward in their relations with international partners.

For the purpose of this report, the implied commitments and opportunities facing all industrialized nations represent those of the United States. Through the lens of AGOA and with the goal to foster higher levels of U.S.-Africa trade and support the development of vibrant private sectors, these apply to both public and private sectors and are to:

A)
Continue the implementation of global trade policy reform;

B) Identify and implement public-private and private-private partnerships;

C) Identify and invest in value-added industries in Africa.  Establish training for these industries. 

Africa’s responsibilities and opportunities are also to strengthen private sector development: 

A) Recruit investment and promote trade through good governance.  Extend governance to integrate community, national, and regional trading systems;

B) Focus on public-private and private-private partnerships to promote economic growth;

C) Build value-added industries and their supply chains.

There are still major obstacles to improving Africa’s trade competitiveness.  Infrastructure deficiencies result in low production capacity and high product costs. The same shortcomings, combined with cumbersome legal and regulatory environments, account for the high cost of regional trade, which naturally “trickles up” to reduce international competitiveness.  For their raw materials or commodity exports, African producers continue to seek enhanced access to international markets.    

Regional vertical integration is an important first step.  African governments should develop strong incentives for their producers to trade regionally by, for example, improving integrated infrastructure in order to improve prospects for achieving long-term success in the international trade arena.  Further opening domestic markets must also correspond with increased production, higher quality products, and lower costs of doing business.

Africa needs business partners.  AGOA offers U.S. partnership.  However, U.S. and African parties must both focus on their respective roles and responsibilities if the emerging business opportunities in Africa are to be realized and to improve Africa’s external trade relations—and its economic future.

II. The United States: Responsibilities and Opportunities

A.
Continue the implementation of global trade policy reform

The U.S. Government must continue taking proactive steps to move AGOA forward.  While AGOA is the United States’ most comprehensive unilateral preference program, to ensure that African producers capitalize on its advantages will require deepening our partnership and committing to the long term. The implied mandate and opportunity is to further extend U.S. assistance in the areas of outreach, education, and technical support for African growers, producers, traders, and distributors.  Commercial partnerships forged between U.S. and African firms also serve this end, ultimately offering the most effective business mechanism responding to U.S. market demand.  

The upcoming Doha Round of world trade talks presents the most promising forum for addressing issues related to providing enhanced access to international markets for Africa’s commodity exports and for encouraging progress in the development of African-based value-added industry. 

B.
Identify and implement public-private and private-private partnerships

U.S. know-how and technology transfer is essential to boost agricultural exports under the AGOA preference program.  The U.S. Government and private sectors, in cooperation with their African counterparts, can further enable African producers’ ability to comply with such market barriers as sanitary and phyto-sanitary (SPS) requirements.  

Achieving SPS standards, for example, along with improving product quality, pricing, packaging, and marketing, will, in time, improve the overall competitiveness of African agribusiness.  There is also strong demand for technical assistance in developing effective U.S. market access strategies.  This assistance could range from on-the-ground business planning support, to identifying markets and connecting with distributors.  Providing African producers with carefully targeted opportunities to travel to the U.S. in order to meet with and learn from U.S. producers, distributors, and buyers would be highly beneficial. 

U.S.-Africa knowledge and technology transfer should also assist Africa to “go virtual,” using information technology to overcome physical infrastructure deficiencies.  Adapting technologies such as Internet, cellular phones, digital satellite and other communication systems will have synergistic positive impact on businesses, governments and parastatals, as well as education, health care, and civil society development.

Given that the U.S. has the institutional knowledge of mortgage markets, U.S. companies in partnership with African firms can jump-start these markets in Africa.  Expanding the ability of African entrepreneurs to mortgage land and other business assets will not only facilitate asset accumulation and wealth building but will also develop confidence in domestic and international financial sectors.  The presence of private business entities holding primary mortgages increases bank incentives to make loans, increasing available financing across-the-board.

The diligence of international companies in establishing the best business models and transferring related business skills will help to create a competitive African business culture and supportive local governments.  The best business models would include those that set transparency and other “best practices” as key goals, provide appropriate worker benefits in terms of employee training, continuing education, and health care, raise IT performance, and incorporate local inputs.

U.S. companies can expand their reach “beyond their walls”.  Energy company compounds, for example, can extend basic municipal services such as electricity and potable water to surrounding communities at low cost, once these services exist on company property.  Contractors can also train local communities to maintain these services. This logical transfer will spur economic growth.  

C.
Identify and invest in value-added industries in Africa.  Establish training for these industries.

U.S. companies must identify and capitalize on opportunities to add value to Africa’s abundant natural resource base, with special attention to its agricultural potential.  It is imperative for African producers to move beyond raw commodity exports.  Moreover, AGOA-eligible agriculture commodities that are subject to tariff rate quotas (TRQs) enter the U.S. duty-free when processed into more advanced products.  For example, grains are subject to TRQs; breakfast cereals or bakery products are not. This generates extensive opportunity for agribusiness development, including: canned and dried foods; frozen foods and individually cooked frozen (ICF) foods; oil extraction (sesame, canola, peanuts); tanning; floriculture and; retail packed fresh fruits and vegetables.    
III. African Responsibilities and Opportunities

A. 
Recruit investment and promote trade through good governance.  Extend governance to integrate community, national, and regional trading systems.

Government regulatory environments must evolve to: 1) become more investment friendly, and 2) facilitate regional integration processes.  Government incentives, including infrastructure upgrades, tax breaks for new business and export-processing zones, influence investor decision-making.  Governments must also spearhead regional integration efforts, requiring physical infrastructure development.  Africa’s trade environment will benefit from better trade routes and transportation networks, especially for landlocked countries.  Strengthening the regional economic communities and customs unions will also lower the cost of doing business, creating additional incentives for African and U.S. firms to invest.

African public and private sectors must work together to develop stronger intercontinental supply chains.  AGOA allows for third country fabric inputs in apparel production for AGOA-qualified countries with textile visas.  Other opportunities exist for semi-finished goods production.  Industries that have not achieved vertical integration, especially, must locate AGOA advantage in importing and exporting semi-finished goods.  Under AGOA, producers may use material inputs for production from other AGOA-eligible countries (and the United States) and still receive duty-free advantage.

All parties concerned must recognize that domestic market integration is essential.  Integrated economic systems in Africa will impact even the smallest communities and traders.  Smallholder farmers, for example, could benefit from cooperatives for reducing overhead costs by improving access to inputs and cutting the cost of transporting goods to market.   

B.
Focus on public-private and private-private partnerships to promote economic growth

African governments that reform and streamline regulatory processes and reduce bureaucratic red tape related to activities such as capital transfer, business startups, and import/export requirements will reap significant trade and investment benefits. 

Public sector reform initiatives need to reinforce competitive IT solutions, upon which businesses increasingly depend to be competitive.  Advanced technology improves efficiency and lowers costs.  IT solutions for record keeping and tax collection can also increase government revenues.

African business and government leaders that adopt improved mechanisms for technology transfer will offer the most attractive business opportunities for foreign and domestic investors.  Opportunity for technology transfer lies in a number of areas, including:  

1. Industrialized ( developing countries 

2. Large ( small communities 

3. Sector ( sector

4. Industry ( industry

Public-private partnerships should generate specialized and vocational training opportunities in Africa, especially in the agriculture business and other competitive trade disciplines.

Governments, financial institutions, and businesses must work together to:

· Purchase country credit ratings 

· Improve access to financing

· Lower interest rates

· Increase insurance and risk mitigation products

· Create regional stock exchanges

· Encourage investment diversification to accelerate export development beyond extractives

African governments could reform land rights.  Issues related to land tenure and land reform (such as the inability to use particular types of land for collateral) obstruct access to credit for small farmers/small businesses.  Also, standardizing property rights systems (especially traditional versus market-based property rights) eliminates obstacles, and, in many cases, levels the playing field for the genders.

All parties should seek out energy alternatives by developing renewable technology, such as biomass and solar energy.  

C. 
Build value-added industries and their supply chains

African producers can innovate with homegrown, value-added business strategies and market these niche opportunities to international investors and consumers.  The only way to secure Africa’s brighter future is to move African economies beyond the colonial model, replacing raw commodity exports with more finished products that earn higher prices in the international market. Indigenous knowledge and innovation will complement and drive agribusiness opportunities in such sectors as canned and dried foods, frozen foods and individually cooked frozen (ICF) foods, oil extraction (sesame, canola, palm, peanut), tanning, floriculture, and retail pack fresh fruits and vegetables.  

African producers that create more competitive, original products and develop effective advertising will attract broader market share.  Attracting and maintaining a consumer base requires this innovation, as well as the flexibility to anticipate buyer preferences.

A number of AGOA-eligible products can cater to specialty markets.  Specialty production is often more feasible than mass production, especially for smaller producers unable to rival high volume competitors.  Organics are ideal specialty products for Africa. Fair trade organics are already gathering momentum, especially coffee and tea.  Other specialty products remain under the radar but have real potential.  For example, U.S. companies are developing interest in herbal supplements for cosmetic, dietary, and other health-related purposes.  

Governments and businesses both should work together to apply technical assistance, as needed, to develop these industries.  

PAGE  
6
July 18, 2005


