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he spoke of a new era dawning in the states of sub-Saharan Africa where democracy and free markers are becoming the driving

Sorce.

The United States, to the extent possible, should assist this transformation by helping to integrate Africa’s nascent free market
democracies into the global economy, Clinton said.

An Africa that is gaining vitality while technology, trade, communications, and travel are bringing millions into the global
economy is a continent of greater stability, growing markets, stronger partners, “ the president said.
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holding annual high-level meetings between Afvican and U.S. officials. “Our initiative opens the door to real, positive change,”
said Clinton. But, he added, only the African countries “carrying out serious reforms will reap the full benefits.”

This issue of Economic Perspectives examines the progress to date of the Partnership for Economic Growth and Opportunity
in Africa.
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FOCUS

SUPPORTING AFRICA’'S TRANSFORMATION

By Rodney E. Slater, U.S. Secretary of Transportation

President Clinton has pledged to support African countries
that have committed themselves to implementing reforms for
democracy, human rights, and free marker development, says
Rodney E. Slater, U.S. Secretary of Transportation.

One of the ways in which Clinton is fulfilling this pledge is
by calling on U.S. departments and agencies to devise
programs to provide technical assistance to African
governments as they integrate themselves into the global
economy, says Slater. The U.S. Department of Transporta-
tion, for its part, has developed a multifaceted program to
help African countries improve their transportation systems,
he says.

President Clinton, during his historic April 1998 trip to
Africa, pledged to support African nations undergoing
dramatic transformations toward peace, democracy,
human rights, and free markets through expanded
economic opportunities and stronger cooperation.

Making good on this pledge, the president has launched
new initiatives to deepen U.S.-Africa ties. These include
initiatives to expand U.S.-Africa trade and investment, to
increase technical assistance, to foster education by
linking schools in the United States with those in Africa,
to protect food security, and to advance peaceful conflict
resolution.

An outstanding part of President Clinton’s initiative is his
request that U.S. government departments and agencies
devise programs to assist the African governments in their
integration into the global economy. More than 10
departments and agencies are now involved in this effort.
We at the U.S. Department of Transportation (DOT)
have launched the Transportation Initiative and
Partnership with Africa under the theme “Transportation:
The Tie That Binds.”

TRANSPORTATION AND DEVELOPMENT

Safe and efficient transportation systems are vital to
Africa’s continued economic development. Transportation
plays a key role both in the region’s capacity to participate
in the global economy and in the well-being of its
communities and people. Transportation is about more
than concrete, asphalt, and steel; it is also about providing
people with opportunity, freedom, and community. This
initiative and partnership with the nations of Africa
embodies the president’s vision to bring increased
opportunities and provide a richer, more fulfilling life for
both Africans and Americans.

DOT’s initiative has three major objectives. The first is to
expand trade and investment opportunities. As President
Clinton has affirmed, the future of U.S.-African relations
lies in building an economic partnership with African
nations. In support of this objective, we are advocating
stronger, more open trade and investment relations with
Africa. This is why the president has made the passage of
the African Growth and Opportunity Act, which is now
before the U.S. Congress, such a high priority.

The second objective is to support African economic
integration. To succeed in the 21st century, the nations of
Africa must become integrated into the fast-paced global
economy. To achieve this, African countries must
continue down the road of economic, political, and social
reform on which many already have embarked. The
Clinton administration strongly advocates the
continuation and expansion of reforms aimed at opening
economies, maintaining economic stability, building
human and physical capacity, and creating an
environment in which profitable trade and investment
can take place. Robust and open African economies mean
more jobs, higher profits, and an improved standard of
living for both Africans and Americans.

The third objective is to foster development in Africa.
President Clinton and I understand that Africa needs



more than just trade and economic reform to develop.
African nations also need to build human capital,
establish a sound institutional framework, and increase
their technological capacity if growth is to be sustainable.

I have traveled to the continent several times,
representing the United States and President Clinton,
most recently to Nigeria in April to witness the
inauguration of President Olusegun Obasanjo and the
truly remarkable transition from military rule to
democracy. I have met frequently with transport and
other government officials to observe first-hand some of
the challenges that lie before us. I would like to outline
some of the tasks we have begun and others that lie

ahead.

To implement our initiative, we have reached out to
numerous private and public constituencies in the United
States as well as in Africa. We are working with a wide
range of U.S. government agencies, multilateral banks,
African organizations, and nongovernmental
organizations. These include the Organization of African
Unity, the World Bank, the Constituency for Africa, the
Corporate Council on Africa, and others. We are working
with these organizations to explore possibilities for
cooperative efforts and to look at how the various U.S.
government agencies can complement their efforts.

TOWARD SAFER SKIES AND ROADS

An important part of the DOT’s efforts is President
Clinton’s “Safe Skies for Africa Initiative.” Launched by
the president in April 1998, this initiative promotes
sustainable improvements in aviation safety and airport
security across the continent. Safe and secure air travel is
a prerequisite for expanded air service to the continent,
which in turn will support trade, investment, and
tourism. The goal of the Safe Skies initiative is to
quadruple the number of countries that meet the
International Civil Aviation Organization’s safety and
security standards, to improve airport security at 8 to 12
airports in Africa within three years, and to improve
regional air navigation services.

On October 30, 1998, I announced the eight African
countries selected to participate in the initiative —
Angola, Cameroon, Cape Verde, Cote d’Ivoire, Kenya,
Mali, Tanzania, and Zimbabwe. An interagency team
composed of personnel from the Federal Aviation
Administration and the Departments of State, Defense,
Justice, and Treasury visited two countries this year to

begin aviation systems/airport surveys. The first survey
team visited Kenya in March; a second visited Cote
d’Ivoire at the end of July. The interagency team may also
visit a third country later this year.

As a follow-up to my discussions with national leaders in
Africa, our Federal Highway Administration has
established a number of cooperative activities between our
agency and individual sub-Saharan countries, as well as
on a regional basis with the Southern African
Development Community (SADC), which represents 14
sub-Saharan Africa countries. Some of the cooperative
activities include:

® Developing a regional networking model to bring
about more consistent transport policies, programs, and
standards across the member countries.

® Furthering institutional restructuring, including the

possibility for a dedicated road fund.

® Advancing safety advocacy and results to reduce the
injuries and fatalities in transportation.

® Advancing the Technology Transfer program in the
SADC region. Under this program, DOT trains African
transportation professionals in the use of advanced
technology to improve their transportation systems. At
present, there are Technology Transfer Centers in South
Africa and Tanzania, and one under discussion for
Botswana.

® Further developing strategic roadway management
approaches, such as systems, data, and training.

ADDITIONAL TRANSPORTATION INITIATIVES

Another project that takes advantage of rapid advances in
technology is the planned Geographic Information
System (GIS) for Africa. The Federal Railroad
Administration is working with other agencies to develop
a CD-ROM-based GIS for the African continent. This
technology will allow African countries to simulate traffic
forecasts for rail and other transportation modes, as well
as to conduct economic modeling.

Our Research and Special Projects Administration is
coordinating with the Federal Emergency Management
Agency and the U.S. Agency for International
Development on a partnership to develop emergency
response education and training programs for civil



aviation and other modes that meet the needs of the
nations of sub-Saharan Africa.

Road and highway accidents are among the major causes
of transportation-related fatalities on the continent. Our
Federal Transit Administration and the National Highway
Traffic Safety Administration are developing training
materials on road and highway safety.

Our U.S. Coast Guard and Maritime Administration are
working with the nations of Africa on ways to assure the
security of their coasts, as well as to enhance and upgrade

their ports to take advantage of the opportunities that a
strong maritime industry can provide.

The dedication and expertise of the U.S. Department of
Transportation is being utilized on a number of fronts to
implement President Clinton’s partnership initiative with
Africa. All of our efforts will pay dividends in the short-
and long-term economic revitalization of the African
continent. [J
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INTEGRATING AFRICA INTO

THE WORLD TRADING SYSTEM

By Rosa M. Whitaker, Assistant U.S. Trade Representative for Africa

African economies can benefit significantly from the next
round of multilateral trade negotiations, to be launched in
December at the World Trade Organization (WTO)
ministerial meeting in Seattle, says Rosa M. Whitaker,
Assistant U.S. Trade Representative for Africa. More open
world agricultural trade, for example, could greatly benefir
African farmers, she says.

While 38 African countries have joined the WTO, these
nations have made fewer commitments to W1TO agreements
than any other region. And few have joined the crucial
agreements on telecommunications, financial services, and
information technology. Countries outside these agreements
are likely to enter the 21st century with fewer computers,
inadequate phone and Internet links, underdeveloped
banking systems, and, overall, will be less prepared to
compete with other nations, says Whitaker.

Under President Clinton’s leadership, U.S. engagement
with Africa has increased to levels unparalleled in history.
Support for sub-Saharan Africa’s integration into the
multilateral trading system is a cornerstone of the
president’s Partnership for Economic Growth and
Opportunity in Africa. This policy objective reflects
broad recognition that Africa will need billions of dollars
in new private sector investment every year, beyond what
traditional development assistance can provide, in order
to address poverty and to raise living standards. While the
economies in many other regions of the world are
growing as a result of increased trade and investment, the
48 countries in sub-Saharan Africa maintain a little more
than 1 percent of global trade and less than 2 percent of
world investment.

U.S. trade policy toward Africa is rooted in the same
fundamental principles as our policy toward Europe,
Latin America, and Asia. It is based on the principle that
we have profound interests in prosperity and peace
worldwide, and open trade helps to achieve both.

If Africa is to develop and prosper, its countries must be
open to trade and investment with the world, with the

United States, and with its regional neighbors. In other
parts of the world, such openness has generally led to
growth, competition, and broadly based prosperity.

African countries must overcome significant challenges,
including instability in various regions, overreliance on
primary goods and raw materials, and the relative
vulnerability and small size of Africa’s economies.
However, the United States firmly believes that these
obstacles can be surmounted if we and the global
economic community work with Africa to ensure that it
becomes an active and energetic member of the
international economy.

THE OUTLOOK FOR AFRICA

Prospects for Africa, including its two economic giants,
South Africa and Nigeria, are good. Since 1994, inflation
has dropped, growth rates have doubled, and U.S. exports
to Africa have risen by nearly 50 percent. African trade
with the United States is also rising. Many African
countries are now pursuing trade policies that we support
— regional economic integration, liberalization of trade
and investment regimes, privatization of state-owned
enterprises, private sector development, and trade and
investment promotion. Throughout Africa, governments
are making the difficult decisions and implementing the
often controversial reforms necessary to make African
economies more competitive. U.S. support can help
ensure that Africa continues to implement reform and
that its efforts produce positive results.

The Clinton administration, working with the U.S.
Congress and with many African nations, has crafted a
multifaceted approach to generate significant new
opportunities for African economic growth and increased
integration into the world economy. The U.S. approach
was developed after comprehensive consultations with
African countries. It is a policy with, not for or about,
Africa. We are working with African governments in
support of regional economic integration, freer trade in
services, better agricultural standards, intellectual property
protection, and enhanced market access in areas of
comparative advantage for Africa like textiles and



agriculture. Among the measures we have proposed or are
already implementing are the African Growth and
Opportunity Act, bilateral agreements, and technical
assistance. The United States plans to coordinate with
Africa in the World Trade Organization (WTO) and in
other areas through a newly established U.S.-African
Economic Community Consultative Mechanism. U.S.
Trade Representative Ambassador Charlene Barshefsky
chaired the first-ever comprehensive roundtable with
African trade ministers on the WTO during the U.S.-
Africa ministerial meeting in Washington in March 1999.
The roundtable was co-chaired by the Organization of
African Unity/African Economic Community.

Thirty-eight African nations are now members of the
WTO, and two more are secking accession. This is
critical to expand exports, attract investment, and raise
economic growth, but it is only a beginning. African
nations made fewer commitments in the Uruguay Round
than the countries of any other region. Few African
nations have joined the WTO’s 21st-century agreements
on telecommunications, financial services, and
information technology. This slows the growth of trade
with Africa and slows Africa’s economic development.
High tariffs reduce the ability of African firms and
farmers to buy essential inputs at lower costs.

If they participate actively, African economies could
benefit significantly from the next round of multilateral
trade negotiations, to be launched November 30-
December 3 at the WTO ministerial conference in
Seattle. For example, open trade in agriculture can relieve
African farmers of the burden imposed by protectionism
and export subsidies, which both block potential markets
and depress world commodity prices. Export subsidies, in
particular, place an immense and unfair burden on
farmers in other countries, especially developing countries
in Africa, Asia, and elsewhere.

More open markets in services will help African countries
to acquire legal and financial expertise as well as
transportion, information, and telecommunications
infrastructure that will spur more rapid and stable
development. Unfettered development of global
electronic commerce is especially important to poorer
African nations and microenterprises, since Internet
access requires little capital, helps entrepreneurs find
customers and suppliers quickly, and eases technical and
paperwork burdens. Countries outside the
telecommunications, information technology, and
financial services agreements are likely to enter the 21st

century with fewer computers, inadequate phone and
Internet links, underdeveloped banking systems, and,
consequently, will be less prepared to compete with other
nations.

AN ERA OF OPPORTUNITIES

The United States has developed a series of
comprehensive technical assistance programs to help
increase the capacity of African countries to become
active and informed participants in the WTO and other
trade negotiations. Three U.S.-sponsored WTO-related
workshops have been held in Zimbabwe, Uganda, and
South Africa. USTR and the U.S. Agency for
International Development (USAID) are planning to
hold a regional WTO workshop, in conjunction with the
Organization of African Unity and other regional
organizations, in Cote d’Ivoire and another workshop in
Senegal. USAID has also launched the Africa Trade and
Investment Policy program (ATRIP), which promotes
training and technical support for African countries
undertaking economic liberalization.

The African Growth and Opportunity Act (AGOA),
currently under consideration in Congress, would
establish for the first time a comprehensive framework
aimed at encouraging greater economic growth and self-
reliance through enhanced international trade and
investment. AGOA would extend the Generalized System
of Preferences (GSP) program, which provides duty-free
access for specific goods from qualifying countries, for 10
years in Africa, ensuring greater certainty for prospective
traders and investors. AGOA would also expand U.S.
market access for many goods from Africa’s strongest
reforming countries, goods now excluded under the GSP
program. AGOA calls for the United States to work with
other donors to address the debt problems of Africa and
establishes new Overseas Private Investment Corporation
equity and investment funds to generate new investment
and American and African jobs.

With the creation of my position as the Assistant United
States Trade Representative for Africa a little more than a
year ago, the United States strengthened its ability to
negotiate formal agreements with Africa that create
stronger legal and institutional foundations in our
relationships. USTR has signed three significant
agreements since the creation of the office. In February
1999, the United States signed Trade and Investment
Framework Agreements (TIFAs) with South Africa, our
largest African trade partner, and with Ghana. These



TIFAs have created an official dialogue on trade and
investment issues and are focusing efforts on removing
impediments and developing mechanisms to increase
trade and investment flows with these two important
countries. The United States also signed a Bilateral
Investment Treaty with Mozambique in December 1998,
which will help Mozambique attract investors and
generate jobs while providing U.S. investors with greater
levels of certainty and guarantees and creating markets for
America.

USTR Barshefsky recently expanded the GSP program by
1,783 tariff items for products from 33 of the world’s
least developed countries, 29 of which are in Africa.
USTR also added special provisions for eligible members
of three African regional trade associations: the Southern
African Development Community (SADC), the West
African Economic and Monetary Union (WAEMU), and
the Tripartite Commission for East African Cooperation

(EAC). Members of these associations will be able to

combine their value-added contributions to exports to
qualify for GSP benefits.

The United States views the next few years as a
tremendous opportunity and critical juncture for U.S.-
Africa economic relations. Trade policy can help create a
21st-century economy in which people are more
prosperous, economies more efficient, the environment
cleaner, and nations less threatened by hunger and
disease. The United States intends to work aggressively
both bilaterally and multilaterally to increase trade,
expand economic growth, and improve the quality of life
of Americans and Africans. [
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PRESIDENT CLINTON’S PARTNERSHIP INITIATIVE

FOR AFRICA

By Witney Schneidman, Deputy Assistant Secretary of State for Afvican Affairs

President Clinton’s two-year-old Partnership for Economic
Growth and Opportunity in Africa is working to expand
U.S.-African trade and investment and assist African leaders
in making needed economic reforms, says Witney
Schneidman, Deputy Assistant Secretary of State for African
Affairs.

African countries can benefit from the Partnership Initiative
by taking steps to integrate themselves into the global
financial system, open up to trade and investment, stick with
macroeconomic reforms and implement anti-corruption
strategies, Schneidman says.

The United States seeks a stable, economically dynamic,
and democratic Africa with which we can work to
promote trade and investment to advance our mutual
interests. The Clinton administration has made it a
priority of its foreign policy to support increased
economic growth in Africa in order to accelerate the
region’s integration into the global economy. We believe
that trade and investment are critical to Africa’s long-term
sustained development and thus are key to our bilateral
prosperity and security in the next century.

Increasing Africa’s commercial links with the rest of the
world can help eradicate endemic poverty — and the civil
unrest that often accompanies it. At the same time, the
United States’ engagement with Africa’s economies is
growing by leaps and bounds. Africa is the source of over
16 percent of our nation’s imported crude oil, almost as
much as from the Middle East. U.S. exports to Africa
increased 8 percent last year, the fourth year of
consecutive export growth with Africa. In 1998, our
exports to Africa were 45 percent more than to all the
newly independent states of the former Soviet Union
combined.

THE PARTNERSHIP FOR ECONOMIC GROWTH
AND OPPORTUNITY

Two years ago, in an effort to structure our commercial
relations in Africa, President Clinton launched his
Partnership for Economic Growth and Opportunity in

Africa. The program is intended to catalyze and
complement the work of other industrialized countries,
international institutions, and the people of Africa to
ensure that the region can compete in the next century.
Under the plan, as part of U.S. government policy, we are
encouraging greater two-way trade and private sector
investment throughout Africa, in part by making
available more than $750 million in investment financing
from the Overseas Private Investment Corporation
(OPIC). We also continue to press for swift passage by
Congress of the African Growth and Opportunity Act
(AGOA). The AGOA utilizes trade as a long-term
stimulus to economic development and will spur greater
trade and investment in Africa.

Debt relief is essential if African governments are to
accelerate the process of economic reform and
development. Debt relief is a pre-condition for African
countries to become vibrant members of the global
economy. Thus, in mid-June at the Group of Seven major
industrialized nations summit in Cologne, the leaders
announced a $90 billion debt reduction initiative. This
initiative will be an expansion of the existing World
Bank/International Monetary Fund-administered Heavily
Indebted Poor Countries (HIPC) program. Once
implemented, relief will be significantly deeper, faster,
and broader for countries taking the necessary steps to
help themselves, allowing them to target saved funds on
such social needs as education, health, and human
development. The number of countries expected to
qualify for the enhanced HIPC program would rise from
26 to 33, affecting over 430 million people, the majority
of them Africans.

Under the partnership, we have begun a dialogue with
Africa’s leaders on the most significant issues of the 21st
century. In March, President Clinton, eight members of
his cabinet, and the heads of the U.S. Agency for
International Development, the Trade and Development
Agency, OPIC, and the Export-Import Bank invited the
foreign, commerce, and finance ministers from 46 sub-
Saharan countries to Washington to the first-ever U.S.-
Africa ministerial — the largest group of U.S. and
African officials ever to meet anywhere. In April, a 100-



member U.S. delegation traveled to Botswana for the first
U.S.-Southern African Development Community
(SADC) forum, to increase our ties with this critical
economic bloc. There, we considered a regional trade and
investment framework agreement and agreed to work
together to counter trafficking in drugs and firearms, as
well as to coordinate efforts to combat HIV/AIDS.
Clearly this level of engagement between Africans and
Americans signals a new era of regional and bilateral
cooperation and interest.

Africans themselves already have made significant strides
in opening their economies to international traders and
investors. A majority of African nations continue to
implement economic reform measures, including
liberalizing trade and investment regimes, reducing tariffs,
rationalizing exchange rates, ending subsidies, and
stabilizing their currencies. Eleven African nations have
adopted principles that we hope one day will form the
basis of an African Anti-Corruption Convention, and
organizations such as SADC, the East African
Community, and the Common Market for Eastern and
Southern Africa are becoming serious regional economic
engines for growth. Regional integration is one of the
most important steps toward integrating many more
nations into the global economy, allowing smaller
countries to test the waters locally before being exposed
to competition from abroad. We will support the efforts
of African nations to band together to form strong,
connected, and promising markets.

CREATING INVESTOR-FRIENDLY
ENVIRONMENTS

There are many additional ways in which African nations
can take full advantage of what the President’s Partnership
for Economic Growth and Opportunity has to offer. The
first is to continue to have faith in the global financial
system. The Bretton Woods institutions are still, and will
continue to be, vital to the global economy. Yet the
United States and African nations must work together to
strengthen the capacity of these institutions to deal with
change, inevitable risk, and the potential shocks of this
21st-century economy and its rapidly increasing flow of
ideas, capital, technology, and goods and services. As
President Clinton noted very recently: “Every single day a
half million airline passengers, 1.4 billion e-mail
messages, and $1.5 trillion cross national borders.” Today,
billions of dollars worth of goods and services can be
bought and sold, traded and bartered across oceans in a
few seconds, and often with just a push of a button. This

environment requires additional safeguards from both
developed and developing nations to ensure stability and
help mitigate the boom or bust cycles we have witnessed
in many important emerging markets recently.

The Clinton administration is working to develop a new
global architecture that involves important refinements of
the Bretton Woods institutions, relying more on accepted
codes of conduct to improve overall financial
transparency and bank supervision. These improvements
will benefit the economies of both developed and
developing countries. At the G-7 meeting in June, for
example, world leaders recommended strengthening
financial regulation in industrialized countries to
encourage creditors to act with greater discipline, as well
as prudent assessment of risks associated with lending.

Second, we need to encourage developing countries to
invest more effectively in their people. An educated and
trained work force is necessary to harness the technologies
of the 21st century. Investments need to be made in
universal and primary education. Moreover, there needs
to be a greater effort to encourage the more than 30,000
Africans with doctorates now living outside the continent
to return home. The development of Africa’s capacity is
an urgent priority, especially as it concerns economic and
financial matters. We must also take urgent steps to
combat the pandemic of HIV/AIDS, especially in those
countries where the life expectancy has begun to drop
precipitously.

Third, it is apparent that over the last decade, many
developing countries have made progress in liberalizing
their markets with considerable success. While this is
essential to becoming a full member of the global
economy, the last two years have also underscored the
need for all countries to put into place microeconomic
measures, such as sound prudential supervisory
mechanisms, appropriate capital adequacy formulas,
effective shareholder rights, and transparent financial
disclosure practices. With these institutional
improvements, both foreign direct investment and
privatization can have their full catalytic impact on
economic growth and capacity building. At the same
time, developing countries’ leaders must pay more
attention to developing these financial regulatory
mechanisms in order to clarify and enforce the “rules of
the game” to attract significant volumes of investment.

Fourth, governments must stay the course of
macroeconomic reform. The United States will try to lead
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by example and keep its markets open. Through the
African Growth and Opportunity Act, Africans will be
able to export many more products to the United States
duty-free. But African nations must do their share by
continuing to liberalize, privatize, and nurture the growth
of the private sector in their economies, seck foreign
investment, and remove barriers to intra- and
international trade. Privatization, for example, can lead to
the introduction of new technologies, new management
techniques, and new investment capital in formerly state-
run enterprises. Reforms of this kind can also contribute
to more investor-friendly environments and provide
important linkages between African economies and other
trading nations.

The United States faces hurdles in its bilateral economic
relationship with Africa — as we do with all of our
trading partners. Many African countries continue to
have tariff rates that are among the highest in the world.
The United States will continue to advocate vigorously
for a reduction of tariff and nontariff barriers and for
compliance with World Trade Organization obligations.
This includes protection of intellectual property rights
and adherence to other standards critical to expanding
exports, attracting investment, and raising growth rates.

IMPORTANCE OF ANTI-CORRUPTION
STRATEGIES

Finally, together, the United States and Africa need to
launch a global campaign for good governance and anti-
corruption.

® The Organization for Economic Cooperation and
Development’s anti-corruption convention, which is
aimed at the supply side of the bribery equation, came
into effect in February of this year. Twelve OECD states
have ratified the convention, and more are expected to do
so in the coming months. States that have ratified and
implemented the convention are criminalizing the
provision of bribes. The goal of the United States, which

banned bribery by its firms more than 20 years ago, and
now the OECD is to make price and quality the

determining factors in public procurement decisions.

® Both the OECD and the Organization of American
States have begun to deal with the demand side of bribery
and are exploring means to curb the solicitation of bribes.

® In Africa, many countries are beginning to deal with
corruption head on because, increasingly, it is seen as the
most serious impediment to economic and social
development and the creation of an investor-friendly
environment.

® In this context, we applaud the steps by the World
Bank to make anti-corruption practices central to its
global activities, including in Africa. We also applaud the
numerous steps that African governments are taking to
implement national anti-corruption strategies. Effective
anti-corruption strategies are vital to Africa’s full
engagement in the global economy.

President Clinton said it best when he announced the
Partnership for Economic Growth and Opportunity in
June 1997: “As Africa’s nations join the global march
toward freedom and open markets, our nation has a deep
interest in helping to ensure that these efforts pay off. An
Africa that is gaining vitality while technology, trade,
communications, and travel are bringing millions into the
global economy is a continent of greater stability, growing
markets, stronger partners.” A partnership is a give and
take, a union formed to achieve a shared goal or
aspiration. We stand with Africans as they take the
necessary steps to join the community of world nations
and become more prosperous economic allies in the next
century. [J
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COMMENTARY

AFRICA’'S NEW APPROACH TO DEVELOPMENT:

A PROGRESS REPORT

By Mima S. Nedelcovych, President, Corporate Council on Africa, and Vice President for International Operations, EC.

Schaffer & Associates, Inc.

Many African countries have made significant advances in
recent years to reovient their economies toward the private
sector, says Mima S. Nedelcovych, president of the Corporate
Council on Africa, a nonprofir association of U.S. companies
that promotes African trade and investment.

These advances are found in new policies and attitudes
toward privatization, stock markers, and regional
integration. While in some Africa countries business has
become routine, others are lagging bebind, with the upswing
in armed conflicts a major impediment to the continents

progress, Nedelcovych says.

During the 1990s, African leaders have widely embraced
a new approach to development and economic growth
that emphasizes the private sector over the state, openness
to foreign investment and trade, and integration with the
world economy. Progress toward these goals ranges from
highly successful in some countries to a sharp reversal in
others, as armed conflicts reemerge as a major
impediment to Africa’s advancement.

The new approach has meant fundamental changes for
many governments, requiring them to cut regulations,
privatize state enterprises, and take other steps to create a
more competitive, investor-friendly environment. In
Southern Africa, Mozambique, Namibia, South Africa,
and Botswana are outstanding examples of countries in
which reforms have been put in place and business is
going ahead in a routine fashion. These countries have
become open to the global economy and are successfully
attracting investment.

These countries are part of the Common Market for
p

Eastern and Southern Africa (COMESA), a new regional
g

grouping in which, with certain exceptions, business is

becoming “normal,” where the priority for foreign

g p y g
businessmen is meeting with their private sector business
g
partners rather than with government officials.

In West Africa, Cote d’Ivoire, Senegal, Burkina Faso, and
Mali — all Francophone nations that share a common
currency, the CFA franc — are also countries in which
business has become routine. Nearby Ghana is doing
quite well, and there is considerable hope for Nigeria,
with its newly elected leaders. Nigeria, the largest single
market on the continent with a population of almost 120
million, has many educated people and natural resources
that include agriculture, as well as its well-known oil
reserves.

But other countries are lagging or going the other way. A
tragic increase in armed conflicts is behind much of this.
Ethiopia and Eritrea, praised a few years ago as part of
the “African Renaissance,” are involved in a border war.
West Africa has pockets of conflict, such as in Guinea-
Bissau and Sierra Leone. In central Africa, there is one
horrendous situation — the conflict in the Democratic
Republic of the Congo is acting almost like a whirlpool,
dragging in neighboring countries.

The nations involved in conflicts are less likely to move
forward. They cannot focus on reforms, such as
privatization, because the conflict takes priority. To a large
extent, these countries are marginalizing themselves.

AN IMPROVING INVESTMENT ENVIRONMENT

The kinds of activities that attract most foreign investors
to Africa continue to be the big-ticket natural resource
items, such as petroleum, gas, timber, minerals, and so
forth. In these areas, investors can put in money and
either get a return fairly quickly, or they can try to
mitigate and balance risk through higher potential profits.

But even for these kinds of activities, if the investment
environment is poor, companies will go elsewhere.

Africa also has abundant agricultural resources, which are
starting to be developed. This is important because

agriculture, by its nature, is a major employer.
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Investments in agriculture, however, usually require a
long-term commitment. My firm, EC. Schaffer &
Associates, primarily builds and operates sugar processing
facilities in the countries where we do business. Our
investments require 5 to 10 years to begin showing a
return. Because our investments are for the long term, we
get substantially involved in the details of the local
investment climate.

From what I have seen as an investor and with the
Corporate Council on Africa, many African countries
have made significant advances in recent years to deal
with problems that in the past have discouraged
investment and growth.

Privatization and Infrastructure: Privatization is now
widely accepted across Africa. It is tied to infrastructure
development since many of the activities being privatized
are infrastructure.

An outstanding development in this regard has been
power generation. African governments are now willing
to accept independent private power producers. This is
extremely important to investors who are setting up
facilities and need to install their own power generation
plants, which is common in Africa. The option to sell
excess power to the national power grid is an important
factor for firms in determining an investment’s feasibility.
This new outlook on the part of African governments
also represents an important change in attitude that
power does not have to be produced by one huge
government-owned entity.

There is also increased interest in fee-based facilities. This
includes toll roads, such as the Resano Garcia road
between Mozambique and South Africa, toll bridges, and
airports. Some governments, such as that of Cote
d’Ivoire, have improved airport service by allowing private
concessions to run the facilities. Privatization of airport
operations in Libreville, Gabon, also led to increased
efficiency.

Telecommunications is another area where privatization is
moving ahead. Because many African governments do
not have the resources to propetly expand and operate
state telephone systems, they have turned to the private
sector, which is putting in systems that use the most
modern technology and cost less to install.

More and more African governments are seeing that they
can encourage development and get a return on their

economic infrastructure through appropriate regulatory
frameworks without having to be involved in all the
details and using up scarce national budgetary resources.

Stock Markets: Another important advance in Africa has
been the development of stock markets. This goes hand
in glove with privatization because stock markets provide
a framework for governments to sell shares of state-owned
companies to local investors.

There have been advances in setting up a regional stock
market in Abidjan that takes advantage of the West
African countries’ common CFA currency. Some smaller
markets have achieved important successes, such as those
in Nairobi and Kampala. The Johannesburg stock markert,
Africa’s largest, lists mostly South African stocks but
includes some companies from other Southern African
Development Community countries.

Stock markets help attract foreign capital, such as
institutional funds, because they give investors an exit.
They also allow Africans who are holding their money
outside Africa to invest closer to home.

Common Legal Framework and Regional Integration:
There are 48 African countries south of the Sahara, many
very small. It is extremely important to create uniform
business laws, regulations, and practices, such as standard
accounting practices, that a group of African countries
agree to follow. Common regulations and laws for a
grouping of, say, 100 million people, makes a region
much more attractive. Francophone West Africa has made
considerable advances in this regard, in part because of its
common currency.

Also crucial to regional integration is the ability to move
goods across borders without undue delays. COMESA
has achieved some progress in making such movement of
goods and people easier.

Bribery and Corruption: The new Organization for
Economic Cooperation and Development (OECD) anti-
bribery convention is very helpful in combating
corruption. Because it outlaws bribery by firms from the
industrialized OECD countries, businesses like mine are
not put at a disadvantage because we do not pay bribes.
But the problem of petty corruption — of small bribes
and gratuities demanded by lower-level officials such as
policemen — continues. This situation stems from
governments’ having too many public employees that are
paid too little and, by custom, supplement their incomes
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with bribes. Unfortunately, this happens in many
developing countries, and making changes can take time.
The World Bank has developed some programs for
attacking this problem, but in the end it is up to each
government to properly budget for the services it
provides.

IFIs and Debt Reduction: As is the case in the rest of the
developing world, the portion of capital flows to Africa
that are private is increasing. Nonetheless, many African
countries have a continuing need for lending by the
World Bank and other international financial institutions
(IFIs) to fill gaps not covered by the private sector. Many
private investments are predicated on the parallel need for
public funding of certain infrastructure. Therefore,
public-private collaboration is absolutely essential. The
World Bank lending programs also help with crucial
development issues such as improved governance and civil
service reform. This includes anti-corruption programs
that create social safety nets for public employees
displaced by reforms.

The IFIs can also help with debt relief, which at this
point is simply inevitable. In some countries, interest is
being piled on top of interest on top of more interest.
These countries cannot move forward without substantial
relief.

Debt relief, however, must be selective. If the freed-up
funds are going to economic and social infrastructure
spending, then the debt reduction is helpful. But if a
country uses the funds to spend more on weapons or
squanders the money on investments better made by the
private sector, that’s a different matter. There must be
conditions. [
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AFRICA ADAPTS TO THE GLOBAL ECONOMY

An Interview With Edith G. Ssempala, Ambassador from the Republic of Uganda to the United States

Developing the private sector is the key to bringing prosperity
to Africa, says Ambassador Edith G. Ssempala of the
Republic of Uganda. African countries should seek foreign
investment, she says, noting that textiles, shoes, and
agricultural products represent promising sectors.

Foreign aid that has fostered dependence has hurt Africa,
Ambassador Ssempala says, and building the private sector
has been left out of the assistance schemes. In her view, Africa
must do more to integrate into the global economy. This
includes efforts to empower women in Africa and to end
ethnic-based conflicts.

This interview was conducted by USIA Economic Team
members Barbara Durant and Phillip Kurata.

Question: You have said that private sector trade and
investment are the keys to conquering poverty in Africa
and that foreign aid is secondary. Could you explain this
position?

Ambassador Ssempala: It is not aid per se that I have a
problem with. It is rather the quality of aid and the
motivation for aid to Africa that I question. After the
Second World War, Europe had the Marshall Plan and
Japan was reconstructed with U.S. aid. That aid was
basically an investment in their economies so that they
could get along on their own. In the case of Africa, aid is
basically motivated by sympathy and charity. The private
sector has been left out in aid programs to Africa.

Aid that creates dependency is very dangerous and even
harmful. Aid that empowers people to stand on their own
feet is helpful and very necessary. Aid needs to be geared
to help Africa gain its independence.

Q: How can aid programs be changed to make them
more beneficial?

Ssempala: It is clear that only the private sector can
stimulate economic growth. We would like to see a
balance of helping us to take care of needs that cannot
wait, like health and education, while developing our
own capacity in the private sector. That same

combination has worked well for other countries, such as
South Korea, that have graduated from aid. That is why,
right now, the members of the African diplomatic corps
are very much in support of the passage of the African
Growth and Opportunity Act. We believe it is a first step
in the right direction.

Q: Natural resources have long been the main target for
foreign investment in Africa. What other sectors are ripe
for development?

Ssempala: The exploitation of natural resources, such as
oil and minerals, has not really benefited Africa. Itis a
paradox that a country can be rich in oil or diamonds but
its people live in poverty. In contrast, the people in the
oil-producing countries of the Middle East are rich. There
must be something wrong.

We welcome investment in agriculture, which is
untapped, as well as in tourism and in service industries.
We are interested in high tech. We think Africa has the
potential to develop its textile industry because we think
that China is going to graduate soon from textile
production. Mauritius, Kenya, and Uganda are
establishing strong textile sectors. In Uganda, we are
creating a silk industry with mulberry bushes, which grow
very well in Uganda. We are growing long staple cotton,
which is the best cotton.

The shoe industry is growing in Africa. Toys will come.
Those industries do not require extremely high skills, but
they create numerous jobs.

Q: Foreign investment involves quite a bit of risk. What
has changed about Africa to gain confidence to invest in
the continent, given its history of instability and
corruption?

Ssempala: Corruption is a deterrent to investment, but it
is not the most serious problem.

Political stability is very, very important because people
have to feel sure, especially if they are going to invest for
the long run. Africa has come a long way. Fifteen years
ago we had political instability. In Uganda, we had a
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vicious dictatorship, and nobody knew if we would get
out of it. South Africa has thrown off apartheid; it is now
democratic and has rejoined the rest of the world.
Namibia has made similar progress. Yes, we still have
pockets of instability, but I think Africa is going through
a kind of self-cleansing.

There are two important things that have been recognized
in Africa today. First, we realize that democracy is
essential for political stability and economic development
because it empowers the people to be creative and to
participate in production. Second, economic reforms are
occurring in many African countries. African leaders have
realized that governments are incapable of
micromanaging the economy. They understand that the
private sector has to take the lead in generating growth.

There also is a widespread consensus on the fiscal policies
that make for a stable economy — keep inflation low and
balance the budget. Those structural adjustments have
been criticized as being harsh, but I don’t think Africa has
a choice.

Q: The Organization for Economic Cooperation and
Development is implementing a treaty that criminalizes
the payment of bribes to foreign officials. What is your
view of this treaty?

Ssempala: This treaty is very, very important. It takes two
to tango. It would be very difficult, if not impossible, to
significantly reduce corruption unless we tackle both
sides. We, in Uganda, see corruption as a cancer that
must be uprooted. Services become difficult to obtain. It
affects education and housing. Corruption causes people
to get poor quality for their money. The fight against
corruption is vital for the survival of societies.

Q: What are the most urgent reforms that African
governments must make to become responsible partners
with foreign investors?

Ssempala: Basically, they need to continue what already is
taking place — that is, economic and political
liberalization, and consolidation of democracy and
human rights. We also need to work to resolve conflicts
that still exist. Uganda, for instance, has invested a lot of
energy into trying to find a resolution to the conflict in
Congo. We hope that the conflict between Ethiopia and
Eritrea will end. We hope there will never again be
genocide in Africa because that has put Africa in a very

bad light. The work of consolidating peace, democracy,
and justice is very, very important.

Q: The United States has less experience and knowledge
of Africa than the former colonial powers, such as France
and Britain. What can the United States offer Africa in
terms of trade and investment that the European
countries cannot?

Ssempala: We want everybody to be interested in Africa,
and there is room for everybody.

The United States has contributed to the economic
progress of every country. Name any country that has
prospered economically, such as Germany or Japan, and
now China. All have very strong economic relationships
with the United States. The United States is the biggest
market, and we think our economic relationship with this
market is very important to accelerate our development.
We also think that African-Americans can act as a bridge
between Africa and the United States.

Q: Uganda is one of the founding members of the
Common Market for Eastern and Southern Africa.
Twenty-two countries have signed the COMESA charter
aimed at harmonizing customs laws, fiscal policies, and

trade regulations. How successful has COMESA been?

Ssempala: COMESA is a very importa