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Foreword








Over the years since the early 1960s, various initiatives have been formulated by the countries of the North to serve as a framework for the promotion of one aspect or the other of their economic relations with developing countries. Perhaps the best known of these are the different Yaoundé/Lomé conventions linking the European Economic Community/European Union to African, Caribbean and Pacific (ACP) countries, most of them former colonies of European imperial powers. Indeed, for a long time, the Yaoundé/Lomé conventions were considered as providing a “model” framework for the promotion of North-South relations, especially in the field of trade. In part for this reason, they prompted demands from other regions of the developing world for similar trade pacts and for the extension of their coverage beyond agricultural commodities to include minerals. And yet, these conventions were essentially vertically-oriented, tending as they did to reinforce existing patterns and structures of unequal relations between the North and the South. This basic inequality of relations also underpinned other developed country initiatives, such as the Alliance for Progress and the Caribbean Basin Initiative, that attracted fairly similar widespread policy and political interest around the world. Introduced at the height of the Cold War, the Alliance for Progress was essentially aimed at keeping the countries of Latin America firmly within the  American sphere of influence  through a package of social and economic support programmes that were designed to assist in the task of containing the expansion of communism. As to the Caribbean Basin Initiative, it was introduced by the Reagan administration to promote trade and investment relations with the countries of the Caribbean within the broad framework of its Cold War geo-political calculations in the region.   





More recently, in the context of the emerging post-Cold War world order, several developed country governments have, individually, adopted a package of  measures aimed at forging a “new partnership” between them and sub-Saharan Africa. Indeed, since the mid-1990s, there has been a resurgence of interest in the North in the initiation of special arrangements targeted at individual developing countries or regions. These arrangements have generally been promoted at the expense of the negotiation of a comprehensive, multilateral North-South framework for the advancement of relations between developing and developed countries. Also, unlike the earlier multilateral arrangements which were influenced by the traditional United Nations development agenda, the new partnerships are mostly inspired by the globalization-liberalization  policy framework which the most powerful developed countries have been championing since the early 1980s. This policy framework is at the heart of the controversial orthodox structural adjustment measures which developing countries -- faced with economic crises -- have been encouraged to embrace by the International Monetary Fund and the World Bank.  





It is against the background of the growth of interest in forging new partnerships between individual countries of the North and specific regions/individual countries of the South that steps were taken in Washington in 1997 to introduce what has been described by various officials and politicians as a “comprehensive” and  “integrated” legislative proposal that would serve as the basis for promoting United  States-Africa relations in the years ahead. Known as the African Growth and Opportunity Act, the legislative proposal has generated a considerable amount of interest both in the U.S. and Africa. Much of this interest, especially within Africa and among Africanists in North America, has, however, been based less on a careful scrutiny of the implications of the Act and more on a celebration of the fact that Washington now appears to have jettisoned the “Afro-pessimism” of the 1980s and 1990s and placed the continent higher on its priorities as a “partner” worthy of closer attention. Welcome as the revival of official U.S. governmental interest in Africa may be, it is important not to allow this to divert attention away from the critical task of assessing the content and direction of American policy towards the continent on the basis of Africa’s concerns and interests. It is for this reason that the review of the Act that is presented in this document has been deemed both necessary and useful. 





Based on a detailed examination of the context and content of the African Growth and Opportunity Act, it is suggested in this document that the legislative proposal does not offer African countries an equitable and acceptable basis on which to build their relations with the U.S. into the 21st century. This is so in spite of the promise of expanded trading and investment  opportunities with the U.S. which the Act supposedly offers. Arguments are presented to show the limitations of the core proposals that underpin the Act and why they are inadequate as policy instruments for overcoming both Africa’s domestic crises of development and the international constraints that limit the continent’s growth prospects. Attention is drawn to the conditionalities with which the Act is suffused and the difficulties which these pose not only for the advancement of United States-Africa relations but also for autonomous policy-making and implementation on the continent. It is argued, in conclusion, that what African countries need at this time in their history, and which the Act does not offer, is a comprehensive policy package that simultaneously tackles the domestic and external constraints on their quest for sustained growth and development. 





It is hoped that this document, produced at the request of Mwalimu Julius Nyerere, Chairman of the South Centre,  will be of interest not only to policy and decision-makers, academics, NGO activists and the general public in Africa in particular but, also, more generally, to all those across the world interested in tracking the evolving context of North-South relations. 
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I. Introduction








The last few years have witnessed a flurry of new debates about the content and direction of the economic policies of the leading countries of the North towards sub-Saharan Africa. These debates have encompassed a wide variety of issues, ranging from the effectiveness of foreign aid and investment  to the efficacy of donor-supported structural adjustment programmes and the conditionality clauses associated with them. The debates have taken place at the same time as discussions on the short- to medium-term economic prospects of African countries in the context both of “globalization” and the re-birth of multi-party electoral politics across much of the continent. In several member-states of the European Union such as Denmark, Finland, Italy, Sweden, and the United Kingdom, they have already  resulted in the adoption of new policy documents ostensibly aimed at creating a framework  for a “new partnership” between them and the countries of sub-Saharan Africa in the field of development co-operation.  In the United States, the debates have been mainly organized around the legislative proposal developed by Washington on the promotion of trade and investment relations with Africa. Known as the African Growth and Opportunity Act, the proposal, which consists of 18 sections, was first introduced in the U.S. Congress in April 1997 under joint Republican and Democratic bipartisan sponsorship. It immediately generated tremendous interest and excitement within and outside the United States both over its content and its supposed symbolic significance. 





The attention which the African Growth and Opportunity Act has attracted has been further boosted by the realization that, if adopted, it would give legislative backing to  President Bill Clinton’s own Partnership for Economic Growth and Opportunity in Africa. Indeed, the main elements of that partnership have been integrated, almost wholesale, into the provisions of the Act. They were initially spelt out by Mr. Clinton  in June 1997 and, among other things, were vigorously promoted both during and after his visit to six sub-Saharan African countries in the second half of March 1998. On 11 March, 1998, the Act was approved by the U.S. House of Representatives by a vote of 236 to 186. It is still working its way through the legislative processes of the Senate but this has not diminished interest in it, especially as the executive arm of the government has already implemented those aspects of President Clinton’s own partnership programme that do not require explicit or prior congressional approval�. Perhaps the most significant of these is the appointment of  an assistant U.S. trade representative with specific responsibility for Africa and the establishment of two investment funds for U.S.$150 million and U.S.$500 million guaranteed by the Overseas Private Investment Corporation (OPIC). The first fund covers general private sector-led equity investment activities while the second is devoted to the promotion of infrastructure projects. 





Most commentators have welcomed the Act as representing a major turning point in United States-Africa relations; its adoption is expected by some to consign, once and for all, the era of American Afro-pessimism to the dustbin of history. It has even been suggested that the Act represents the most comprehensive effort to date by U.S. policy-makers and politicians to build a positive, forward-looking framework for advancing America’s economic and political relations with Africa. Indeed, several commentators have observed that, until the introduction of the Act, Africa was the only major region of the world for which the U.S. did not have a similar piece of trade legislation. In this regard, the Act is seen as filling a gap in the development of America’s international trade relations both generally and with specific reference to Africa. The World Bank, through Callisto Madavo, its Vice President for Africa, has also added its voice in support of the Act, arguing that it  is “… a great signal to Africa that Americans are concerned about Africa and are willing to provide opportunities for trade with Africa” by offering the continent better access to U.S. markets. Others have suggested that the emphasis in the Act on issues of trade as opposed to aid underlines the paradigm shift that is allegedly  taking place in United States-Africa relations.  





However, for all the hard work that may have gone into the making of the legislation, and for all the good intentions that may be goading some of its most ardent supporters in the Congress and in American civil society, its significance is seriously diminished by several factors of omission and commission. Not least among these factors is the extreme and persistent one-sidedness of the terms on which the authors and proponents of the Act hope to advance U.S. relations with Africa. The extent of this one-sidedness exceeds earlier U.S. policy packages targeted at developing countries, most notably, the Alliance for Progress that was introduced in the 1960s and aimed at Latin America. It is also symptomatic of the shift that has taken place in the period since the late 1970s in the terms of engagement between the North and the South and which has involved sustained efforts at getting  developing countries to alter their policy choices in line with the new preferences of the most powerful developed countries for market-based liberalization, fiscal conservatism, privatization and state retrenchment. But no true effort at promoting United States-Africa relations can be considered to be balanced or complete if the elementary  principles of sovereign equality and the right of countries to determine their own domestic policy choices are dispensed with as lightly as the Act does.     
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II. Objectives and Scope of the Act 








The stated aim of the African Growth and Opportunity Act is to assist African countries to reform their economic and political systems, build their civil societies, promote economic growth and the active participation of women in the economic process, strengthen and expand the private sector, reduce aid dependence, eradicate poverty, increase U.S. private investment on the continent, create free trade areas, reduce tariff and non-tariff barriers and other trade obstacles, and raise the profile of Africa and African issues in the U.S. (see Sections 2 and 3 of the legislation). In seeking to do this, it provides for a number of initiatives which are spelt out in Sections 2 to 14 of the document. These include the establishment by the American president of a United States-Sub-Saharan Africa Trade and Economic Co-operation Forum that would convene annually and bring together senior African and U.S. policy makers;  the encouragement of  U.S. non-governmental organizations and private sector groups to hold similar yearly meetings with their African counterparts timed to coincide with the annual Forum of policy makers; the establishment of a United States-Sub-Saharan Africa Trade and Investment Partnership; and the holding of a meeting  once every two years between the U.S. president and  the heads of government of those African countries that are deemed eligible to benefit from the provisions of the Act. 





Other measures provided for in the Act include the authorization of the executive branch of the American government to negotiate individual and/or collective free trade agreements with African countries that operate open economies; the establishment, over time, of a United States-Sub-Saharan Africa Free Trade Area; the pursuit by the United States Agency for International Development (USAID) of policies that would help provide a receptive environment for foreign trade and investment in Africa; the establishment, by law, of the position of an Assistant U.S. Trade Representative with responsibility for sub-Saharan Africa in the office of the U.S. Trade Representative; the expansion of the U.S. Export-Import  (EXIM) Bank’s commitments in Africa through an increase in its loan, guarantee and insurance programmes; the creation of two or more new equity funds by the Overseas Private Investment Corporation (OPIC) to invest in projects in Africa; and the establishment by OPIC and the EXIM Bank of advisory committees on Africa. Furthermore, the Development Fund for Africa, created under the Foreign Assistance Act of 1961, and the African Development Foundation, established under a congressional mandate, are to be authorized to play a direct role in ensuring the realization of the objectives of the new piece of legislation. Sections 8 and 9 of the Act are devoted to a discussion of the export of manufactured goods from Africa to the United States. Singled out for special mention and extensive treatment are African textile and apparel exports to the American market. Indeed, Section 8 of the Act consists entirely of a discussion of  ways of  facilitating textile and apparel exports  from Africa to the U.S. under detailed conditions which it specifies. Compliance with these conditions entitles eligible African countries to the duty free export of textiles and apparel to the U.S. until 30 June 2008 “ … when all American duty free treatments” to sub-Saharan Africa  are expected to expire. 
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III. Eligibility and Conditionality








In principle, all the 42 sub-Saharan African countries that participate in the U.S. Generalized System of Preferences (GSP) programme are eligible to benefit from the provisions of the African Growth and Opportunity Act. However, this participation is applicable for only one year at a time. It is also  dependent on certification, according to specified evidence presented in a quantified format by the President of the United States, that the beneficiary countries are, individually, making progress towards the promotion of  what the Act describes as “free market economic relations” in their domestic settings. Furthermore, they must be seen to be actively encouraging the liberalization of their external trade relations, particularly with the U.S. and vis-à-vis other African countries. 





Other eligibility conditions for participation in the projects and programmes expected to flow from the Act include: a demonstrated commitment by African countries to the promotion and defence of private property rights, including a pledge not to expropriate private property; the recognition and encouragement of the private sector as the main engine of national economic development; the removal of all restrictions on investment (presumably foreign and local) side by side with the offer of attractive incentives to (foreign) private investors; the lowering of import and corporate taxes; the provision of national treatment to foreign investors;  the protection of intellectual property rights; the promotion of “good governance”, including the elimination of corruption and the establishment of a functioning judicial system; the de-control of prices; the removal of subsidies; and a demonstrated commitment to the goal of  eradicating poverty. The domestic political  system of African countries, including their records on human rights, would also have to be scrutinized as part of the process for certifying their eligibility. Furthermore, according to Section 4(b) (7), African countries hoping to benefit from the Act must not be engaged in activities that “ … undermine United States national security or foreign policy interests”. 





In sum, continued adherence to the orthodox structural adjustment policies favoured by the international financial institutions and the embrace of the trade liberalization provisions of the Western-driven Uruguay Round Agreements constitute the central element of the eligibility requirements under the Act. Indeed, African countries hoping to partake in the programmes and projects developed under the Act are required to obtain a clean bill of health from the International Monetary Fund (IMF) and must either be members of the World Trade Organization or be actively pursuing membership in it. It is also interesting to note the way in which several of the policy objectives and rules that have been woven into the Western-driven processes of global economic and financial liberalization have been built into the Act as eligibility criteria which prospective African participants must fulfill in order to qualify for any of the benefits provided for in the legislation. The impression is created that the Act, besides whatever other purposes it may serve, is a key instrument for enticing African countries to embrace liberalization policies which they may, otherwise, be reluctant to endorse at the multilateral level. 





In all, Section 4 of the Act dealing with eligibility lists twelve requirements under the general heading and seven more points under the sub-section on “additional factors”. That Section and  Sections 8, 9, and 10 also contain other general statements that specify further grounds for ineligibility. It is clearly a long eligibility list that is not just loaded with measures that are underpinned by an uncritical belief in  market forces but which is also one-sidedly prescriptive in a manner that seeks to pre-determine the policy options of sovereign African countries and their  governments. In addition, there is no attempt in the Act to take on board basic African developmental aspirations such as the equitable transformation of agricultural production and marketing; the promotion of the industrial sector through a systematic channeling of investments into different aspects of light, intermediate and heavy production; the creation of better linkages between agriculture and industry for the purpose of achieving a more balanced domestic economic structure; the diversification of economies away from their narrow resource, production, and export base; the shifting of the continent’s basket of exports away from unprocessed commodities towards goods that have been locally processed and to which local value has been added; the achievement of individual and/or collective economic self-reliance; the improvement of the health, nutritional and educational levels of the citizenry to, at least, meet the minimum acceptable international standards; and the upgrading of the technological base of the economy through increased investments in science and technology education and meaningful technology transfer programmes. Nor does the Act address long-standing African concerns about the constraints on the continent’s developmental aspirations posed by such external factors as unstable and declining commodity prices and a rising debt burden. Further elaboration on this and other defects of the Act underlines why the legislation cannot represent a sound and equitable basis for steering United States-Africa relations in a more balanced direction. 





�



IV. Placing the Act in Context








The United States domestic context





As seen by some of its strongest advocates, the African Growth and Opportunity Act represents the most extensive and integrated effort to date to systematically codify America’s economic relations with sub-Saharan Africa. The decision to promote the Act is also seen as representing the most positive development in United States-Africa relations in recent times, coming, as it does, after a period of official indifference in Washington towards the continent. This indifference was compounded by the prevalent image of Africa, as promoted in the American media, as a zone of unmitigated and undifferentiated economic decline, political chaos and humanitarian disasters. Overcoming this negative image of Africa was treated as one of the key challenges of advocacy in support of the continent by a variety of activist and lobby groups in and around Washington. Indeed, the idea of a comprehensive legislative instrument for building relations with Africa  is precisely the kind of outcome for which many American civil society activists, policy makers and politicians have fought very hard over the last four decades as part of their effort to promote a  more favourable image of the continent in the United States. The fact that such a piece of legislation is finally in the making has also won  the praise and positive endorsement of many policy-makers across Africa who are keen to ensure that the continent enjoys a much higher visibility in Washington. Not a few commentators have, therefore, claimed that the Act, together with the associated Partnership for Economic Growth and Opportunity in Africa from which it is derived, symbolizes the dawn of a new era in U.S.  policy-making  towards Africa. It is expected to be an era in which the continent will be taken much more seriously as a credible partner by policy makers in Washington. President Clinton himself, as well as officials of the U.S. State Department, seem to give credence to this when they speak about the need to move away from a policy framework that asks: “What can we do for Africa?” towards one that seeks to explore possibilities for doing things with Africa. The implied attitudinal shift is expected to feed into the so-called “African renaissance” about which President Clinton and his aides spoke extensively during his African tour.  





It is also worth pointing out that the timing of the introduction of the Act in 1997  coincided with a rash of activities during that year which suggested that both the American government and sections of the corporate business community were keen on consciously promoting Africa as a continent with vast, largely untapped potentials to which the U.S. ought to be paying much closer attention. In this regard, and against the background of the landmark hearings on the African Growth and Opportunity Act, the American First Lady, Mrs. Hilary Clinton, undertook a trip in March 1997 aimed at helping to beam a “positive” spotlight on the continent. The Corporate Council on Africa (CCA) also organized a summit during the year on the theme of attracting capital to the continent. At the June 1997 Denver Economic Summit of the Group of Seven (G-7) countries and Russia, the U.S. government made a point of focusing the attention of the meeting on Africa with a view to encouraging the adoption of “bold” measures aimed at supporting the continent’s development efforts. In December 1997, Congressman Charles B. Rangel, one of the main architects of the African Trade and Opportunity Act, led a Presidential Mission on Economic Co-operation with Africa on a visit to Botswana, Cote d’Ivoire, Ethiopia, Eritrea, Uganda and Mauritius. This burst of activity was carried over into 1998 with Mr. Clinton’s visit to the continent, a visit which was both preceded and followed by visits by a number of presidential advisers, cabinet secretaries, and senior officials, including the Presidential Business Development Mission of November 1998 led by the Commerce Secretary.  In October 1998, under the auspices of the Africa Club, over 450 African and American business leaders were brought together in Washington D.C. to promote trade-generating networking among them as part of activities to mark the Africa Day Business Forum. 





However, while every effort to address Africa’s development problems with all the seriousness they deserve must be welcomed enthusiastically, it is equally important, in the eagerness to win greater recognition in Washington for Africa and African concerns,  not to get too carried away by gestures that are, in effect, symbolic, as they fail to address the domestic and international sources of the continuing crises of development on the continent. This is all the more crucial where such actions have the potential for posing serious difficulties for the internal economic and political governance of the countries of the continent. In this regard, it is necessary to make a clear distinction between an attitude towards Africa that is merely part of a passing fashion or which is excessively driven by calculations of narrow self-interest, and an approach that represents a more rooted commitment seriously and openly to engage African perspectives on the past, present and future of the continent. It is also important to draw a line between the costs that are worth paying for the purpose of winning recognition in Washington for Africa as a continent and those that are clearly way beyond what can even be countenanced, no matter the benefits that may be promised. It is precisely because the Act, for all the good will and hard work that may have gone into its formulation, still fails adequately to capture and reflect autonomous African developmental aspirations that its bases and objectives need to be questioned carefully.








The wider international context: shifting terms of North-South engagement





The immediate global context for the introduction of the African Growth and Opportunity Act is the shift in the terms and framework of engagement between the countries of the North and South on issues of common interest to them, especially in the field of development. This shift began gradually during the second half of the 1970s but was accelerated with the collapse in 1991 of the Soviet Union. It has entailed the abandonment by some of the biggest countries in the North of the United Nations (U.N.)-backed framework for negotiating reforms to the international system in favour of  the concentration of decision-making within the U.S.-dominated G-7. For all its imperfections, the U.N. framework for negotiations that thrived in the 1960s and 1970s had the advantage of offering the members of the international community opportunities for collectively negotiating reforms to the international system with a view to improving the external environment for national development. This framework was of particular interest to developing countries because it enabled them both to bring their concerns to the fore and to make direct inputs into the negotiation process in order to remove or minimize obstacles to their prospects for economic and social development. It was within this framework that resolutions on the first and second U.N. development decades were  adopted and  negotiations on the need for a new international economic, political and communications order were undertaken.  





However, following the rise to power of a number of conservative, strongly market-leaning administrations in the leading Western countries -- Ronald Reagan, Margaret Thatcher, Brian Mulroney, and Helmut Kohl in the United States, United Kingdom, Canada and Germany respectively -- the tide began to turn. These governments, in line with their neo-liberal ideological outlook, jettisoned the mainstream U.N. framework and opted for the narrower, less representative platform offered by a G-7 whose presence and profile was significantly upgraded. Withdrawal of interest in the U.N. framework was matched by attacks, particularly in the U.S., on the U.N. and the agenda which it had hosted for the restructuring of the existing international order. At the same time, employing the strong influence which they have over the IMF and the World Bank, where weighted voting gives them a dominant voice, these governments also ensured that the two Bretton Woods institutions were converted into instruments for promoting and enforcing their conservative policy  preferences for state retrenchment, market liberalization, and liberalization of capital flows on a global scale. 





It is remarkable that, during the 1980s and 1990s, in responding to these developments, the U.N. itself practically surrendered to the IMF and the World Bank its historic role in helping to devise a global framework for addressing  issues of development and the particular needs of developing countries. The Bretton Woods twins, together with the newly-created, North-dominated World Trade Organization (WTO), now had almost exclusive jurisdiction over monetary, financial and trade matters. The collapse first of the Soviet-led eastern bloc of socialist countries and then of the Soviet Union itself provided a big boost for the triumph of this neo-liberal project; it also strengthened the position of the U.S. as the most important power in the international system. Support from Washington for the U.N. and participation in its activities became closely tied to the extent to which the U.S. and its G-7 allies were able to push through their  preferences in the organization. From the point of view of developing countries,  these developments not only meant the entrenchment of the regime of increasingly intrusive conditionality to which reference was made earlier, but also the sidelining from the international agenda of their concerns on such issues as commodity prices, the conduct of transnational companies, and technology transfer. 





It is also worth noting that the African Growth and Opportunity Act comes against the background of earlier but similar attempts to codify the relations between the U.S. and other regions of the South. Particularly worthy of mention in this regard is the Alliance for Progress which was introduced at the height of the East-west Cold war, and the Caribbean Basin Initiative (CBI) that was announced by the Reagan administration in February 1982 and which was codified into the Caribbean Basin Economic Recovery Act (CBERA) in 1983. The Alliance for Progress was introduced in the 1960s and formed a central element of the attempt by the U.S. to contain the spread of communism in Latin America after the Cuban Revolution. Precisely because it was introduced at the height of the Cold War, its main policy elements were not as brazenly prescriptive as the African Growth and Opportunity Act. Indeed, as part of the effort of the American government to respond to the growing wave of left-wing insurgencies in the region, the Alliance for Progress contained certain basic principles of wealth re-distribution, especially with regard to land. This basic “social democratic” element was however not incorporated into the Caribbean Basin Initiative when it was announced at the beginning of the 1980s. While it was strong on the Cold War “security” concerns that were an important element of the Reagan administration’s geo-political calculations in the Americas and the Caribbean, it also tried much more explicitly to open up the region to U.S. private trading and investment interests. Offers to the Caribbean countries of economic aid and preferential access to U.S. markets were combined with tax incentives aimed at encouraging corporate American investors to establish manufacturing plants in the region. In this sense, the Initiative can be seen as being closer to the African Growth and Opportunity Act than the Alliance for Progress, although it did not contain the kinds of conditionality overload that underpin the Act. 
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V. Limitations of the Act








The persistence of an excessively one-sided approach





Central to the African Growth and Opportunity Act is the notion of a partnership between Africa and the United States and how this might be developed in the years ahead. Yet, and this is the first substantive point of concern that has been raised about the Act, it is indeed a peculiar way of wanting to do things with Africa in which an enabling instrument is adopted that has been developed in a one-sided manner on the basis of the priorities and policy preferences of one party over and above the head of the other party that is supposed to be the beneficiary of the new partnership. Right from Section 2 of the Act dealing with congressional “findings” about how “market-led economic growth” might be facilitated on the continent, through to Section 18 that authorizes the “donation of obsolete air traffic control equipment to eligible sub-Saharan African countries”, there is an explicit, unilateral presumption that Africa’s best interest will be served by policy measures prescribed by Washington. In Section 5 of the Act, it is stated, inter alia, that “sustained economic growth” in Africa is dependent on the “implementation of free market policies” and that U.S. government agencies should take a leading role in promoting those policies. There is every reason to be concerned that, all protestations to the contrary notwithstanding, very little has in fact changed about the approach that is adopted by the United States for relating with Africa. The right of all sovereign countries to articulate their own developmental perspectives based on their history, experience and goals is a notion that is completely absent from the letter and spirit of the Act. And while every effort has been made in the Act to accommodate all aspects of U.S. domestic and foreign policy preferences, including the concerns of an assortment of special interests and lobby groups, little or no attempt has been made seriously to address the concerns and wishes of Africans. This is so in spite of the consultations that may have been undertaken, formally and informally, with African officials both on the continent and in Washington D.C.. 








Sovereignty assaulted, democratic governance undermined





That the Act fails to make a greater effort at reflecting the concerns and priorities of Africans is bad enough. But this omission is made even more unacceptable by the overloading of the legislation with conditions of eligibility that aim to undermine the domestic political and policy choices which are within the sovereign rights of all countries, including those of Africa, to make of their own free will. In this regard, the Act reinforces the diplomacy of conditionality with which the West has increasingly grown accustomed to dealing with Africa and the rest of the developing world. Considering the range and breadth of the issues included  in the eligibility criteria, and, as noted earlier, these cover virtually all spheres of the political economy of Africa, it is difficult to imagine that any African country can truly qualify to meet the requirements for participation unless it completely surrenders itself to the dictates of  the IMF and the World Bank, subscribes to the WTO, and does everything to please the U.S. foreign policy and security establishments. The attack implicit in the legislation on the sovereign responsibility of African countries for the  management of  their domestic economies in accordance with national priorities is made all the more worrisome by the fact that it also wittingly or unwittingly narrows the scope for the accountability of elected governments to their citizenry. 





In their eagerness to use their leverage to pre-determine the policy choices and instruments of African countries through rigid, “one-size-fits-all” conditionality clauses, the countries of the North not only weaken the domestic foundations of democratic governance on the continent but also prevent the consolidation of a culture of internal policy debate within the governmental apparatus. Furthermore, they undermine the integration of these debates into wider national political discussions that are essential for building popular consent from the citizenry, thus cementing governmental and state legitimacy. One is left to wonder what is the essence of having governments in Africa if policy choices are pre-determined by external powers which have convinced themselves that they, and not Africans, know what is best for Africa and how to deliver it. If there is any lesson to be drawn from more than  a decade and half of structural adjustment, it is that attempts at externally pre-determining and imposing policy prescriptions on African countries do far more harm than good to the local political and policy environments, quite apart from the economic and social costs that are often involved. In spite of official protestations to the contrary, the authors of the Act have clearly failed to learn this lesson. There are barely even token references to the enhancement of “local ownership” of the policies that constitute the core of  the eligibility criteria  included in the legislation.








“Sound” policies always need to be considered in context





Central to the attempt in the Act to prescribe the policy choices of African countries, irrespective of what African governments themselves may think, is the notion that there is a set of universally applicable measures and instruments that constitute the core of  inherently “sound” policies towards which all governments must strive. Derived from the neo-liberal economic and political perspectives of the 1980s and 1990s which are now frequently described as the “Washington Consensus”, they revolve around the liberalization of  domestic markets, the retrenchment of the state (partly through the privatization of public enterprises), the expansion of the role of the private sector, the pursuit of fiscal conservatism and deflationary monetary policies, the liberalization of external trade and investment relations, financial sector liberalization, and the promotion of  liberal political reforms. Yet, the attempt to get African governments to embrace policies of extensive and rapid deregulation and liberalization without asking questions about their effectiveness in promoting the development goals which they seek to achieve ignores the fact that policies can only be sound when they are rooted in a specific context and prove to be adequate for the goals for which they are designed. Given that different countries have different economic structures, resource endowments, priorities, and problems, it is neither sensible nor realistic to seek to compel them all to adopt the same economic policy mix which, on the basis of abstract models, are defined, a priori, as “sound”. The tragedy of the structural adjustment years in Africa and elsewhere has centred, precisely, on the imposition of a uniform, undifferentiated reform package on all countries irrespective of the nature of their economic problems. As the recent experience of the East Asian countries has shown, it is very easy for policies which are presented as “sound” at one moment quickly to become inappropriate and counterproductive as  domestic and international economic circumstances change.  








Development co-operation sidelined





There is also every reason to be concerned about the overall thrust of the Act and the partnership programme associated with it. It may be true that, under the right conditions, African countries could stand to benefit a great deal from the promotion of investment and trade flows from the rest of the world, including the United States. But  it is equally important not to focus attention on these issues at the expense of development co-operation assistance which involves the provision of official financial assistance in the form of grants and highly concessional financial flows. For, there is no doubt that “aid” resources still have an important role to play in the promotion of the conditions for economic growth in the least developed countries of the world, most of which are in Africa. Yet, these resources, both from bilateral and multilateral sources, have been declining over the last few years to the detriment of low income African countries that have also been required to devote most of the structural adjustment years to servicing their growing external debt obligations. For instance, from a peak of US$63 billion in 1991, official assistance to developing countries as a whole declined to a mere US$35 billion in 1997; the 1997 figure amounted to just 0.22 per cent of the output of donor countries,  far  from the 0.7 per cent recommended by the United Nations in the 1970s and which most of the Development Assistance Committee (DAC) countries endorsed. 





Although a few African countries like Uganda, Ghana, and Tanzania may have witnessed slight increases in the absolute amount of ODA flowing to them, the overall trend for the continent indicates a pattern of stagnation and decline. From a level of US$10.1 billion in 1990, foreign official grants to African countries fell to US$7.3 billion in 1994 and US$5.2 billion in 1997. Foreign official credit also declined from US$1.5 billion in 1991 to U.S$0.7 billion in 1994 and US$ -3.1 billion in 1997. The negative impact of the decline in official flows has been exacerbated for the poorest countries by the fact that the trade liberalization and investment promotion  measures, such as the reduction of import and excise duties, which they have also been encouraged to implement, have adversely affected  the internal revenue receipts of some of them. It is partly in the attempt to compensate for this that many governments have been encouraged by the World Bank to introduce such regressive fiscal measures as value added taxes as a key pillar of their internal revenue mobilization efforts. Given the precarious domestic revenue situation that many African countries are confronted with and the worsening problem of capital flight from the continent, development co-operation assistance, including  concrete steps for reconstructing its definition and composition, as well as augmenting it, ought, at the very least, to have been as important in the Act as trade and investment promotion. 





As it is, in spite of the commitment expressed in  Sections 5, 10, 11, and 12  of the Act  to use USAID and OPIC resources to promote an “enabling environment” for the development of a market economy in sub-Saharan Africa, the legislation appears, for all intents and purposes, to substitute development co-operation assistance with trade and investment promotion on terms that specifically follow U.S. policy preferences and commercial interests. This was confirmed by Phil Crane, the leading sponsor of the Act in the House of Representatives, when, in a press statement issued on 25 February, 1998, he stated  that  the legislation represented “ … the  first step in replacing aid with trade”. Such important questions as the quantum of concessional financing which African countries would need in order to have a chance to grow and compete, as well as the quality of  the development assistance resources that flow to the continent, are totally ignored in the Act. Yet, there is a precedent in America’s history for the mobilization, on a massive scale, of official assistance and concessional resource flows to support the rebuilding of national economies; the post-Second World War Marshall Plan which the U.S. implemented for the reconstruction of Europe was central to the recovery of the  economies of most of the countries that are now part of the G-7 and which are among its biggest trading and investment partners�. More recently, the U.S. has been involved in arranging massive “rescue packages” for the countries of East Asia and  for Mexico and Brazil, although on terms that are far more stringent and conditionality-ridden than the Marshall Plan. 





 At the same time as official development assistance flows are declining, sub-Saharan Africa’s share of direct international private capital flows remains insignificant and is mostly channeled to enclave sectors like mining and tourism. Although growing in absolute terms over the last ten years, the total foreign direct investment (FDI) flows to the continent stood at only US$4.7 billion in 1997, representing a paltry 3 per cent of the total FDI flows to all developing countries. Flows into sub-Saharan Africa were estimated at US$2.9 billion in 1997. Moreover, the FDI flows to the continent are also very unevenly distributed, with a few countries -- Nigeria, Angola, Ghana, South Africa, Uganda, and Cote d’ Ivoire --  being the main sub-Saharan Africa beneficiaries. Clearly, there is no question, on present evidence, that, for the majority of the countries of Africa, private capital flows, both long- and short-term, can be a substitute for development assistance. This is particularly true for the 30 among them that are ranked among the least developed states in the world. Indeed, for these countries, the case can be made for the treatment of official development assistance to them as a right that constitutes an integral part of a comprehensive economic strategy for lifting them out of their present economic and social conditions. In this context, long-term private capital flows, if properly regulated and managed, can only serve to complement, rather than substitute official assistance. 





If Africa’s share of international private investment flows remains very small, it ought to be recognized that this has nothing to do with a failure to liberalize national economies or to adopt measures aimed at attracting investors�. Since the early 1980s, under intense bilateral and multilateral donor pressure, most African countries have opened up their economies and streamlined their procedures by removing the administrative, trade, and financial sector barriers that were blamed by the international financial institutions for the apparent lack of foreign investor interest in the continent. The hope was that once these steps were taken, the promised foreign investments would materialize. It was a forlorn hope. Countries like China that are still very much behind Africa in the liberalization of their economies have been the recipients of massive capital flows, casting doubts on the donor insistence (also implicit in the Act) that there is a positive correlation between the implementation of economic liberalization and the attraction of foreign capital, whether direct or portfolio.   





Also, the possibilities that could flow from a creative linking of meaningful debt reduction to a comprehensive strategy of trade and investment promotion are essentially left unexplored in the Act, even though it is clear that, unless the debt burden which African countries carry is lessened, the prospects for sustained economic growth on the continent will remain weak,  just as the benefits of growth will continue to elude the poor and vulnerable. It ought to be borne in mind, when Africans are told to “wean” themselves off development co-operation, that much of what has passed for “aid” in recent years has, in fact, been ever more closely tied to the promotion of the narrow economic, political and ideological interests of the donor countries�. This has contributed in no small measure to the observed decline in the effectiveness of aid that has been at the heart of the debate on “aid fatigue”. Few donor countries offer assistance without suggesting, explicitly or implicitly, where and how the resources should be used, even if their suggestions are neither optimal in economic terms nor appropriate in technological terms. Indeed, “aid” has, in many instances, served as an instrument for gaining commercial advantage for the donor and subsidizing its exports to the recipient country. 








Africa’s international terms of trade neglected





There are other serious gaps in the trade and investment provisions of the Act. While the legislation, for example, addresses the question of market access for African products under the GSP (and here too, there are several conditionalities that African exporters must meet in order to gain entry into the U.S. market under the provisions of the Act), it fails to tackle the question of the terms of trade of African countries. Yet, since the early 1960s, the terms of trade of these countries have been undergoing an unremitting decline, with adverse implications for national economic development. Several academic and policy studies have pointed to the magnitude of the decline. According to the World Bank, to cite one example, between 1977 and 1991, sub-Saharan Africa’s barter terms of trade in weighted 1980 dollars fell from 131 to 79 (1970-1973=100). Another study found that over the period 1980-1991, the purchasing power of sub-Saharan Africa’s commodity exports over its manufactured imports declined by 37 per cent. During this same period, sub-Saharan Africa experienced a decline in real commodity prices of 45 per cent. Apart from the direct pressure on the foreign exchange revenue receipts and domestic investment programmes of governments exerted by this persistent decline in the terms of trade, there is also the adverse effect on the capacity of countries to sustain/expand local commodity production and marketing structures. Evidently, if the reverse transfer of resources from Africa to the North that is implied in the continent’s perennial and worsening export revenue shortfalls were to be redressed, a significant step would have been taken to tackle a major aspect of their financing difficulties. 





The problem of Africa’s declining international  terms of trade suggests clearly that, while the countries of the continent must strive to be competitive, competitiveness is not in and of itself sufficient to deliver stable development. As the experience of the adjustment years has amply demonstrated, the implementation of comprehensive trade policy reforms, including currency devaluation as a strategy for improving the competitiveness of African exports, has not been rewarded with revenue receipts that are commensurate with export volumes. The terms of trade issue, therefore, suggests the need to match domestic efforts at improving Africa’s competitiveness with the creation of a more conducive international environment for African countries to realize their developmental aspirations. It also underlines the urgent necessity for a wider diversification of African exports so that the countries of the continent are not all competing with the same products in the same markets.  What the Act offers is not a set of measures aimed at promoting a conducive international framework for African development but, rather, a one-sided strategy for opening up Africa to American and other Western trade and investment on terms that are favourable to the developed countries. Senior American officials, in declaring their support for the Act, have always underlined the position that “Africa represents the largest untapped market” and that it “ … represents a great opportunity for the United States”. Congressman Rangel perhaps put across the American interest most directly when he told a Worldnet television audience that the Act is not “… just a question of goodwill and brotherhood - and sisterhood. It’s a question of economics. … if America is going to maintain its leadership in international trade it must develop new markets, and Africa has been overlooked for far too long”. Thus, the challenge of  providing the continent with the possibility of establishing a meaningful framework for the  realization of  stable and remunerative prices from a diversified and locally-processed commodity export base  remains unmet. 


“Free” market access for Africa but strictly on America’s terms 





At the same time as African countries are being exhorted to embrace “free” trade as the only viable path to their economic salvation, the President of the U.S. is required under Section 8(c)(2) of the Act to report to Congress on the “…growth in textiles and apparel exports to the United States from … (Africa)… in order to protect U.S. consumers, workers, and textile manufacturers from economic injury…”�. This requirement reinforces specified conditionalities attached to African textile and apparel exports if they are to be permitted to enjoy unrestricted access to the American market. These conditionalities include the adoption by eligible African countries of a visa system certified by the U.S. government to be “functioning” and “effective”, the formulation of acceptable domestic laws and enforcement procedures that are designed to guard against unlawful trans-shipment, and a stated commitment  by the governments of beneficiary countries to co-operate with the U.S. in preventing  the violation of the American rules for duty-free African textile and apparel exports to the United States.  In addition, eligible goods would have to have been “substantially transformed” in Africa. Some have suggested that what this implies is a minimum 35 per cent local content requirement. In all of this, there is also an insistence, spelt out in Section 8(b)(3), that once it is determined by the American government that an infringement has occurred, “all provisions of the laws, regulations, and procedures of the United States … shall apply …”. Beyond textiles and apparel, the legislation offers African countries duty-free access to U.S. markets but only with regard to “non-import sensitive” items.  


Clearly, behind the promise of increased market access for African textile exports, there are strong undercurrents of American protectionism, even though the Act is suffused with admonitions and strategies for opening up Africa to “free” trade. The entire Section 8 of the legislation dealing with the offer of duty-free market access to African textile and apparel exporters is predicated on the assertion in the Act that the share of the continent in America’s total textile and apparel imports will almost certainly not exceed 3 per cent over the period 1998-2008. It would seem that the pre-conditions specified for the granting of duty-free access to African exporters appear to be designed to ensure that the U.S. government is able to keep a very close watch over the flow of these goods from the continent in order to ensure that they do not threaten the domestic market share of American manufacturers. Indeed, Section 8(d)(4) of the Act  requires the Commissioner of U.S. Customs to monitor African textile and apparel exports to the U.S. and submit a yearly report to Congress on  “ … the effectiveness of the visa systems described in … (the Act) … and on measures taken by countries in Sub-Saharan Africa … to prevent circumvention as described in Article 5 of the Agreement on Textiles and Clothing”.  





Without doubt, increased access to the U.S. market will be welcome by those countries that are able to fulfill the double conditionality of eligibility first under the Act and then for the purpose of enjoying duty-free access to the textile and apparel market.  But the onus has to be on the American government to ensure that the assertion in the Act that Africa’s share of that market is almost unlikely to exceed 3 per cent of imports over the next decade does not become a self-fulfilling prophecy. (It is worth noting that sub-Saharan Africa’s share of U.S. imports under the GSP programme hovers around 3 per cent). As it is, beyond the (initial) dampening effect which requirements for eligibility will have, there is also plenty of latitude for restrictive action to be taken against African exporters by U.S. government officials. Among the sanctions which exporters could suffer is the suspension, for two years, of their duty free access to the American market. In addition, the scope for discretionary action on the part of U.S. officials in defining qualification for participation and identifying breaches is much too wide for comfort. The fact that it is American laws and procedures, as opposed to an independent adjudicating mechanism, that would apply once U.S. officials conclude that a breach of the rules has taken place further underlines the point. The legislation appears to invest much faith in a rule-based multilateral system by specifying that membership of the WTO is one of its eligibility requirements. Yet the resort to American laws and procedures amounts to unilateralism and an implicit lack of faith in third party adjudication of disputes that arise from the implementation of the market access provisions of the Act. Objective and clearly verifiable criteria are not specified to define what constitutes a “functioning” and “effective” visa system and when a country could be deemed to have put one in place. The least that could have been expected of the sponsors of the legislation is a provision for the joint definition of criteria and  investigation of concerns that arise.      





In offering Africa the prospect of increased market access for manufactured goods, the Act has gone to great lengths to ensure that the concerns of the U.S. textiles and garments lobby are catered for. The message from Washington is clear: Yes to “free” trade but not at the expense of American profits and jobs. But the same document insists that “free” trade and generalized liberalization  can bring only benefits to Africa. Yet, the interests of African workers, consumers, and manufacturers do not seem to have been considered in all this effort to straight-jacket African countries into this neo-liberal version of globalism. Is it correct, in spite of all the documentary evidence that has been marshaled over the last decade, to continue to assume that extensive and rapid international trade liberalization can only result in an outcome in which both developed and developing countries emerge as winners? The computations made by the World Bank and the OECD as the  Uruguay round of GATT drew to a close indicated that, in the period to the year 2002, the net benefits that would accrue to the United States and the European Union from the arrangements would amount to some US$18.8 billion and US$80.7 billion respectively, while African countries could expect, over the same period,  to be net losers by about US$2.6 billion. 





Further, over the last decade and half of structural adjustment implementation in Africa, the continent has witnessed a generalized decimation of its manufacturing base as the trade liberalization measures built into the programme have taken their toll. Indeed, many observers, taking stock of the depth and scope of the collapse in the continent’s manufacturing capacity, have spoken of a veritable process of de-industrialization entailing the widespread closure of factories and sharp reductions in capacity utilization levels among firms that manage to remain open. Particularly badly hit in this regard has been the textiles and apparel sub-sector, where rising costs associated with chronic currency devaluation and domestic interest rate deregulation have been exacerbated by the collapse of consumer demand, the massive entry of cheaper imports from other parts of the world, incidences of dumping, and a booming trade in the importation of used clothing, including “charity” supplies, from North America and Europe. If African countries are to be able to benefit from the opening up of the American textile market to them, steps would have to be taken to revive their manufacturing sectors by reversing de-industrialization in general and the decline in textile production in particular. And yet, it seems clear that some of the measures that would be needed to achieve this run counter to the policies that are at the core of orthodox structural adjustment programmes and which have been woven into the eligibility criteria of the Act. On present evidence, only three African countries, namely, Mauritius, South Africa and Kenya, stand a chance of being able to export textiles to the U.S. if they can meet the additional conditionalities specified in the Act for doing so. 





One of the key challenges facing African countries today is not only to reverse de-industrialization but also to diversify their manufacturing base, shifting out of such areas as textiles and garments into other sectors of industrial production. Side by side with this is the need to ensure better linkages between the agricultural and industrial sectors in order to establish a more balanced structural foundation for the economy. These are challenges which African countries will have to meet themselves both nationally and through their various regional co-operation and integration schemes. It will involve going beyond the excessive focus of the Act on market access for African manufactures in the U.S. to address the obstacles to the production of those manufactures in the first place. It will also necessitate the development of strategies for building and sustaining a national/home market for locally-manufactured goods even as efforts are made to tap export markets. 








The state, the private sector, development and poverty reduction 





The question of the promotion of private investment in Africa is central to the Act, although the specific type of investment being referred to is never stated. As noted earlier, Africa could do with increased foreign investment flows but, equally important at least, are questions of the  type and quality of the investments that flow to the continent (long-term as opposed to short-term speculative), the impact which such flows could have (balance of payments disequilibria and exchange rate distortion), the net benefits which they bring (are they foreign exchange-saving, employment-generating, etc.), and their capacity to assist Africa’s technological and human resources development. Blind promotion of private investment as part of a narrow project for establishing or consolidating a market economy in Africa is bound to be counter-productive if it is not done in a systematic manner and with the public purpose in mind. The Act sacrifices the public purpose at the altar of the private on the assumption that, if an investment is private and irrespective of its type and quantity, it must, by definition, be beneficial and efficient. However, accumulated historical evidence and contemporary experience, not least from East Asia in recent months,  indicate that unregulated short-term capital flows, including portfolio flows, have wreaked serious havoc on the economies of many countries and driven a significant proportion of the populace back into poverty.  





Few in Africa will disagree that a key challenge facing the continent is the promotion of equitable growth and that private sector resources could and should be tapped to the extent that they are compatible with the realization of this goal and the larger developmental vision. But it ought also to be recognized that there are many developmental challenges on the continent, such as the elimination of illiteracy, whose solution will not necessarily conform with the free market, private enterprise model that is at the core of the Act. Nor can it be taken for granted that the areas that might require priority investment would necessarily be of interest to private investors, local and foreign. It is, therefore, a matter for regret that in much of the current international discourse on Africa’s problems, little attention is paid to the urgent need to strengthen the institutional capacity and political foundations of the state in order that it can regain its role as a legitimate actor in the developmental process. Of particular importance in this regard is the role of the state in macro-economic regulation and in promoting strategic social sector, economic, technological, and infrastructure investments either on its own or in association with private sector interests. Indeed, the state’s role might even consist of no more than organizing the private sector to undertake these strategic investments on its own while the government provides the appropriate incentives structure and regulatory framework. 





The deep distrust of the African state by the international financial institutions and various bilateral  donors has persisted in spite of the fact that the leading multilateral and bilateral development agencies have recently taken to paying lip service to the important role of the state in the development process. This new interest in the role which the state could play has been left at the level of getting it to create a so-called “enabling environment” for the market to function both optimally and with minimal governmental intervention. It still underplays the problem of market failure which has increased in frequency with the curtailment of the regulatory reach and capacity of the state. It also does not address the issue of the establishment of an integrated policy framework in which the state is encouraged to be both a facilitator and an actor. But beyond these, and over and above the  technicist notions of good governance that are in vogue-- transparency, rule of law, accountability, functioning judicial systems, etc. -- African countries need to meet the political challenge of building effective states. The effectiveness of these states would derive both from their representativeness of their peoples and their capacity to articulate and implement a long-term developmentalist vision built on the principles of equity and democratic accountability. Unregulated markets have never proved, on their own,  to be an adequate mechanism for overcoming inequality and uneven development; on the contrary, the single-minded promotion of neo-liberal economic policies internationally and nationally has generated widening income gaps within and across national frontiers.





One interesting element of the Act is the reference which it makes to the need for poverty eradication in Africa. It does this not by allocating new resources, or spelling out new strategies, or even establishing a linkage between debt reduction and poverty as has been advocated by many non-governmental organizations in the U.S. and beyond. Rather, all it does in Section 4(b)(5) is to make  “a recognizable commitment” by African governments  “to reducing poverty” a condition for the eligibility of their countries for participation in the programmes provided for in the Act. At the same time, it insists on unwavering adherence by African governments to the neo-liberal economic policies that have been shown to be strongly associated with increasing poverty across the continent. Clearly, the juxtaposition of  market liberalization, privatization, the retrenchment of workers, subsidy withdrawal, cost recovery, price de-control, deep and repeated currency devaluation, and public expenditure reductions mainly targeted at the social sectors with a requirement for a “recognizable commitment” to poverty reduction is very odd indeed, unless one is blindly wedded to the promotion of the free market regardless of its effects on the poor. The impression is inescapable that the reference to poverty in the Act is merely token. 








No reprieve from a crushing debt burden 





The Act also offers little new hope of a reprieve for Africa from the crushing debt burden which the continent is carrying. Ample evidence points to the heavy toll which the debt burden of African countries is exacting on domestic capital accumulation, efforts at domestic poverty alleviation, and on the educational, nutritional and health condition of the majority of the populace. As noted earlier, the problems associated with the debt burden which African countries are carrying are exacerbated by falling commodity prices and stagnant or declining official capital flows. Across the continent, the total debt stock of the majority of countries is several times their annual export receipts and, based on present revenue flows, will be impossible ever to repay. While nominal debt service ratios range between 100 and 3,000 per cent of export earnings, actual debt service payments mostly range between 20 and 60 per cent of all official foreign exchange receipts and 20 and 70 per cent of total government revenues, excluding grants. Furthermore, the arrears that have been accumulated by African countries exceed their export receipts and revenues by a factor of between two and seven. These debt levels are clearly too burdensome and prevent any meaningful effort at implementing priority local development initiatives. Indeed, the debt repayment regime only serves to ensure the continuous transfer of capital from a continent that is already starved of investment resources to official and private creditors organized under the umbrella of the Paris and London clubs respectively. It is significant, in this regard, to note that in 1953, when discussions were being concluded in London on a sustainable level of debt payment by Germany to the allied countries that defeated Hitler, it was agreed to limit payments to five per cent of export earnings. Had Germany not benefited from such a sustainable debt payment package, its recovery from the effects of the Second World War would certainly have been much slower. 





The support which the African Growth and Opportunity Act offers African countries in the area of debt relief is spelt out in Section 10. It consists of a reiteration of existing initiatives on the concessional debt of the poorest countries, especially the recent Highly Indebted Poor Countries (HIPC) programme which it singles out for mention and commendation. The Act calls on the U.S. Treasury Secretary to support “… deep debt reduction at the earliest possible date with the greatest amount of relief for eligible poorest countries under the ‘Heavily Indebted Poor Countries’ debt initiative”. It also mandates the U.S. “… Executive Directors of the International Bank for Reconstruction and Development, the International Monetary Fund, and the African Development Bank to use the voice and votes of the executive directors…” to press, among other things, for the extension of  interim relief and finance, including grants, to countries eligible to participate in the HIPC scheme. It should not be forgotten, however, that extremely stiff conditions are specified for eligibility for the relief which these debt reduction initiatives are meant to offer. 





Furthermore, the actual implementation of the debt reduction schemes that have been endorsed has been very slow, bereft of commitment and any sense of urgency. Nowhere has this been more evident than in the financing of these schemes where the minimum targets necessary to get the relief programmes under way are regularly missed because many of the creditor countries fail to make their contributions within the agreed time frame and in the quantities expected. Efforts to surmount this problem by calling for the sale of IMF gold has been routinely blocked by some of the most influential donor/creditor countries, especially Germany and Japan. As a result, there is a wide gulf between resources pledged and required for debt relief, and the amounts which are actually received. Indeed, the resources that are necessary for the smooth functioning of the HIPC Trust Fund which was established in November 1996 have been very slow in coming. They also fall far short both of the estimated US$5.5 to 8.4 billion needed for financing the initiative and the debt relief required by the first group of countries that were deemed eligible for support under the programme. The immediate consequence of this is the delay, such as was experienced by Uganda in 1997, which the countries that have met all the conditions for participation in the programme suffer before they actually get the relief that is offered to them.





Similarly, the methods that have been employed to determine the suitability of African and other developing countries for inclusion in the HIPC scheme have been widely criticized as being unduly restrictive and excluding several of them from consideration from the outset. Of the 33 that were taken into consideration, the stiff conditionalities that were specified for eligibility meant that, in the period to the year 2000, only three of them -- Burkina Faso, Mozambique and Uganda -- were deemed qualified for the so-called relief that is on offer. Furthermore, the indicators of debt sustainability that underpin the HIPC initiative decisively favour creditors over the needs and concerns of debtors since they are based on calculations of the minimum assistance which the latter need in order to bring their service obligations to “sustainable” levels and not the maximum resources they need to free up in order to meet pressing domestic socio-economic obligations. Sustainable debt levels within the programme have been defined as ranging between 200 and 250 per cent of the debt-to-export ratios of the eligible countries. The factors considered in arriving at this definition do not include basic human development indicators; in fact, prior implementation of adjustment-related social reforms among countries that are already faced with serious resource shortages (arising partly from their being highly debt-distressed) is one of the  conditions for eligibility for inclusion in the HIPC scheme. In essence, therefore, the HIPC initiative aims only to create “good” debtors out of countries already overburdened by the combination of  their external debt, the impact of orthodox structural adjustment, and the demands of  globalization.   





 Even where steps have been taken to apply the HIPC provisions, the concrete benefits that have accrued from the programme are so slim as to be almost meaningless. The example of Mozambique is  both highly instructive and sobering in this regard. One of the poorest countries in world, Mozambique has been cited as the biggest success story so far of the HIPC initiative and has been promised all the debt cancellation possible under the scheme. Yet, the country’s annual debt service payments will only fall annually from USD113 million before HIPC to USD100 million after HIPC. Also, the government in Maputo will, in spite of HIPC, continue for the foreseeable future to spend as much on debt service as on health and education. In order to bring its health and educational sectors to levels that meet internationally-agreed targets, the country would certainly need further, substantial debt cancellation way beyond what is already on offer to it. Yet, the African Growth and Opportunity Act hinges most of its proposal on debt relief for the continent on this initiative. Bearing in mind that very rigid requirements have been specified for eligibility for the HIPC initiative, it is not hard to conclude that African countries hoping to employ the Act to seek even the highly limited debt relief which it offers will have to go through a double conditionality test  by first passing the eligibility test of the Act and then meeting the conditions specified for the relief. In sum, the Act does not contain any binding commitment to meaningful debt relief actions by the American government. It also does not commit new resources  for the promotion of debt relief.  





�



VI. Conclusion








The African Growth and Opportunity Act hardly offers Africa a source of meaningful support in its quest for sustainable development and self-reliance. Nor does it provide Africa with an acceptable basis for a partnership with the United States. The Act would seem to be designed more to serve American economic interests than those of African countries -- hardly the principle of equality.  Through the Act, a concerted attempt is being made to encourage American traders and investors to enter the African market and establish an early position of advantage for themselves on terms defined by the American government and imposed on Africa through stiff conditionality clauses. While the promotion of self-interest is a normal thing in international relations, it is certainly disingenuous to package and present it as a determined attempt to show a new and enlightened attitude towards Africa. If there is to be any chance at all that it could serve as a basis for re-launching U.S.-Africa relations, and more importantly for serving African interests, it would need to be substantially revised to take much greater account of African concerns and perspectives. 





The problems that make Africa’s quest for economic and social transformation so difficult are already well established. As  noted in this brief analysis, they include unfavourable terms of trade; the unsustainable debt burden which most countries are carrying; the decimation of the internal manufacturing production capacity of many countries on account of structural adjustment and trade liberalization-related factors; the slow pace of the diversification of national economies and of the creation of new comparative advantages; and the difficulty of attracting adequate and appropriate financial flows linked to long-term development strategies, among others. Concrete proposals for tackling these problems exist which need to be taken more seriously. They include the case that has been made on sound economic grounds for the creation of an integrated commodity regime that would both redress declining terms of trade and price instability and encourage diversification; the outright cancellation of all of the external debts at least of the least developed African countries; the adoption of a more measured approach to trade and financial liberalization in order to give African countries the opportunity to develop the productive base of their economies; the promotion of an international policy environment that would ensure a more even distribution of international capital flows and higher levels of world demand and employment; and the provision of development assistance as a right to the poorest countries, as well as the introduction of new approaches to development co-operation.  





 








� It is a mark of the sustained interest in the Act that a grouping known as the African Growth and Opportunity Act Coalition, Inc. was established in 1998 to demonstrate that there is significant public support for the legislation. Its membership consists of  politicians, representatives of non-governmental organizations, and big corporate concerns such as the Coca-Cola Company, Amoco, Chevron, Exxon, Mobil, Texaco, Bank America, Citicorp, Lehman Brothers, PricewaterhouseCoopers, Caterpillar Inc., Motorola, Iridium, Cargill Inc., Gap Inc., Westar Group Inc., Enron Corporation, Kaiser Aluminum and Chemical Corporation, and General Electric. The Coalition is co-chaired by Ford Motor Company and Moving Water Industries. Membership of its advisory board  includes Jack Kemp of Empower America, David Dinkins of Constituency for Africa, Payne Lucas of Africare, Daniel O’Flaherty of the U.S.-South Africa Business Council, Chester Crocker of Georgetown University, David Miller of the Corporate Council on Africa, and Herman Cohen of Cohen and Woods International. 


� It should also be pointed out that the Marshall Plan was not infused with conditionalities, and decisions on the allocation of the resources and programmes which it offered were taken by a joint U.S. and European commission based in Brussels. 


� In any case, large inflows of private capital, including foreign direct investments, could, in themselves, have a detrimental impact on African economies unless they are carefully regulated and put to productive use. 


� In the 1960s and 1970s, many developing country officials and non-governmental organizations popularized the slogan “trade, not aid” as part of their effort to draw attention to the fact that the developmental objectives of the countries of the South would be better served by greater international market access for their products than by offers of aid. There was, at the time, a justified concern that the developed countries were using aid to deflect attention away from crucial trade issues that were central to the aspirations of developing countries. However, as evidence mounted during the 1980s and 1990s that the share of most developing countries in international trade was declining at the same them as a majority of them were experiencing  reductions in the levels of aid flowing to them, attention was shifted  to ways of stemming the decline of development co-operation and to the question of the role which aid could play in increasing the share of the South in international trade. The issue is now no longer posed in terms of either trade or aid but how trade and aid could be combined to promote growth and development in the South.  


� It is not clear why textile and apparel exports are singled out for special focus in the Act. All of Section 8 of the legislation is devoted to a discussion of the terms for the duty-free exportation of this category of manufactured goods from Africa to the U.S. .
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