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FOREWORD

:

The reports on individual country economic policy and trade

ractices contained herein were prepared by the Department of

tate in accordance with section 2202 of the Omnibus Trade and
Competitiveness Act of 1988 (P.L. 100-418).

Modeled on the State Department’s annual reports on country
human rights practices, the reports are intended to provide a sin-
gle, comprehensive and comparative analysis of the economic poli-
cies and trade practices of each country with which the United
States has an economic or trade relationship. Because of the in-
creasing importance of, and interest in, trade and economic issues,
these reports are prepared to assist members in considering legisla-

tion in the areas of trade and economic policé. Pe
LAIBORNE PELL,

Chairman, Committee on Foreign Relations,
DANIEL PATRICK MOYNIHAN,

Chairman, Committee on Finance.
LEE H. HAMILTON

Chairman, Committee on Foreign Affairs.
DAN ROSTENKOWSKI

Chairman, Committee on Ways and Means.

(ix)
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LETTER OF TRANSMITTAL

DEPARTMENT OF STATE,
Washington, DC, January 31, 1994,

Hon. CLAIBORNE PELL,
Chairman, Committee on Foreign Relations.
Hon. DANIEL PATRICK MOYNIHAN,
Chairman, Committee on Finance.

Hon. ALBERT GORE, Jr.,

President, U.S. Senate.

Hon. THOMAS S. FOLEY,

Speaker, House of Representatives.

Hon. LEE H. HAMILTON,

Chairman, Committee on Foreign Affairs.
Hon. DAN ROSTENKOWSKI,

Chairman, Committee on Ways and Means.

DEAR SIRs: Section 2202 of the Omnibus Trade and Competitive-
ness Act of 1988 requires the Department of State to provide to the
appropriate Committees of Congress a detailed report regardin
the economic policy and trade practices of each country with whic
the U.S. has an economic or trade relationship. In this regard, I am
pleased to provide the enclosed report.

Sincerely,
WENDY R. SHERMAN,
Assistant Secretary, Legislative Affairs.

Enclosure.

(xi)
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INTRODUCTION

COUNTRY REPORTS ON ECONOMIC PoLICY AND TRADE PRACTICES

The Department of State is submitting to the Congress its Coun-
try Reports on Economic Policy and Trade Practices in compliance
with Section 2202 of the Omnibus Trade and Competitiveness Act
of 1988. As the legislation requires, we have prepared a detailed
report on the economic policy and trade practices of each country
with which the United States has an economic or trade relation-
ship. We also have included reports on other countries that have
relatively small economic and trade relationships with the United
States, which may nonetheless interest readers. This is the Depart-
ment of State’s sixth annual report. The document has grown in
coverage and scope since the series began in January 1988. It now
includes over 100 countries.

Each report contains nine sections.

o Key Economic Indicators: Each report begins with a table show-
ing data for key economic indicators in the national income, mon-
etary, and trade accounts.

o General Policy Framework: This first narrative section gives an
overview of macroeconomic trends.

o Exchange Rate Policies: The second section describes exchange
rate policies and their impact on the price competitiveness of
U.S. exports.

o Structural Policies: The third section examines structural poli-
cies, highlighting changes that may affect U.S. exports to that
country.

o Debt ‘Zlanagement Policies: The fourth section describes debt
management policies and their implications for trade with the
United States.

e Significant Barriers to U.S. Exports and Investment: The fifth
section examines significant barriers, formal and informal, to
U.S. exports and investment.

o Export Subsidies Policies: The sixth section focuses on govern-
ment actions, policies, and practices that support exports from
that country, including exports by small businesses.

e Protection of U.S. Intellectual Property: The seventh section dis-
cusses the country’s laws and practices with respect to protection
of intellectual property rights.

o Worker Rights: The final section has three parts.

—The first (subsections a through e) outlines the country’s laws
an Jractices with respect to internationally recognized worker
rights.

—The second (subsection f) highlights conditions of worker rights
in goods-producing sectors where U.S. capital is invested.

(xiii)
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—Finally, a table cites the extent of such investment by sector

where information is available.

The country reports are based on information supplied by U.S.
Embassies, which is analyzed and reviewed by the Department of
State in consultation with other U.S. Government agencies. The re-
ports are intended to serve as general guides to economic condi-
tions in specific countries. We have workedto standardize the re-
ports, but there are unavoidable differences reflecting large vari-
ations in data availability. In some countries, the United States
has no formal representation. In others, access to reliable data is
limited, particularly in countries making transitions to market
economies. Nonetheless, each report incorporates the best informa-
tion currently available.

DANIEL K. TARULLO,
Assistant Secretary of State for
Economic and Business Affairs.



TEXT OF SECTION 2202 OF THE OMNIBUS
TRADE AND COMPETITIVENESS ACT OF 1988

The Secretary of State shall, not later than January 31 of each
year, t-ﬁr-epare and transmit to the Committee on Foreign Affairs
and the Committee on Ways and Means of the House of Rep-
resentatives, to the Committee on Foreign Relations and the
Committee on Finance of the Senate, and to other appropriate
committees of the Congress, a detailed report regarding the eco-
nomic policy and trade practices of each country with which the
United States has an economic or trade relationship. The Sec-
retary may direct the appropriate officers of the Department of
State who are serving overseas, in consultation with appropriate
officers or employees of other departments and a%encies of the
United States, including the Department of Agriculture and the
Department of Commerce, to coordinate the preparation of such
information in a country as is necessary to prepare the report
under this section. The report shall identify and describe, with

respect to each country:

1. The macroeconomic policies of the country and their impact on
the overall growth in demand for United States exports;

2. The impact of macroeconomic and other policies on the ex-
change rate of the country and the resulting impact on price com-
petitiveness of United States exports;

3. Any change in structural policies [including tax incentives,
regulation governing financial institutions, production standards,
and patterns of industrial ownership] that may affect the country’s
growth rate and its demand for United States exports;

4. The management of the country’s external debt and its impli-
cations for trade with the United States;

5. Acts, policies, and practices that constitute sigaificant trade
barriers to United States exports or foreign direct investment in
that country by United States persons, as identified under section
181(a)(1) of the Trade Act of 1974 (19 U.S.C. 2241(a)(1));

6. Acts, policies, and practices that provide direct or indirect gov-
ernment support for exports from that country, including exports
by small businesses;

7. The extent to which the country’s laws and enforcement of
those laws afford adequate protection to United States intellectual
proierty, including patents, trademarks, copyrights, and mask

works; and

(xv)



xvi

8. The country’s laws, enforcement of those laws, and practices
with respect to mtemaﬁonalk;eco ized worker rig’hts (as defined
in section 502(aX4) of the de of 1974), the conditions of
worker rights in any sector which produces goods in which United
States capital is invested, and the extent of such investment.”



NOTES ON PREPARATION OF THE REPORTS

Subsections a. through e. of the Worker Rights section (section
8) are preliminary ab:"‘i‘gged versions of section 6 in the Country Re-
ports on Human Rights Practices 1994, submitted to the Com-
mittees on Foreign Affairs of the House of Representatives and on
Foreign Relations of the U.S. Senate in January, 1994. For a com-
prehensive discussion of worker rights in each country please refer
to that report.

Subsection f. of the Worker Rights section highlights conditions
of worker rights in goods-producing sectors where U.S. capital is
invested. A table cites the extent of such investment by sector
where information is available. The Bureau of Economic Analysis
of the U.S. Department of Commerce has supplied information on
the U.S. direct investment position at the end of 1992 for all coun-
tries for which foreign direct investment has been reported to it.
Readers should note that “U.S. Direct Position Abroad” is defined
as “the net book value of U.S. parent companies’ equity in, and net
outstanding loans to, their foreign affiliates” (foreign business,en-
terprises owned 10 percent or more by U.S. persons or com a:fg).
Where a figure is negative, the U.S. parent owes money to the affil-
iate. The table does not necessarily indicate total assets held in
each country. In some instances, the narrative refers to invest-
ments for which figures may not appear in the table.

(xvii)
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SOME FREQUENTLY USED ACRONYMS

ADB—Asian Development Bank

BDV—Brussels Definition of Value

BIS—Bank for International Settlements

CACM—Central American Common Market

CARICOM—Caribbean Common Market

CAP—Common Agricultural Policy (of the European Communities)

CCC—Commodity Credit Corporation (Department of Agriculture)

COMECOM—Council for Mutual Economic Assistance

EC—European Communities

EFTA—European Free Trade Association

EMS—European Monetary System (of the EC)

ERM-—Exchange Rate Mechanism (of the EC)

EXIMBANK— U.S. Expori-Import Bank

FOREX—Foreign Exchange

GATT—General Agreement on Tariffs and Trade

GDP—Gross Domestic Product

GNP—Gross National Product

GSP—Generalized System of Preferences

IBRD—International Bank for Reconstruction and Development
(World Bank)

ILO—International Labor Organization (of the U.N.)

IMF—International Monetary Fund

IDB—Inter-American Development Bank

IPR—Intellectual Property Rights

LIBOR—London Interbank Offer Rate

NNI— Net National Income

OECD—Organization for Economic Cooperation and Development

OPIC—U.S. Overseas Private Investment Corporation

PTT—Posts, Telegraph and Telephone

SAP—Structural Adjustment Profram (of the IMF/World Bank)

SDR—Special Drawing Rights (of the IMF)

UR—Uruguay Round of current trade negotiations in the GATT

VAT—Value-added tax

WIPO—World Intellectual Property Organization

(xix)



AFRICA

ANGOLA
Key Economic Indicators
[Millions of U.8. dollars unless otherwise noted]
1991 19921 9932
Income, Production, and Employment:
Nominal GDP (at current prices) ........c..cecouen. 8,750 8,279 N/A
Real GDP Growth (pct.) .....ccooneenverusiccsnnnsnsnscnsans ~16 1.3 N/A
By Sector (percent share):
Ol ...citiiineiniiisaisasssssesmsssssssssassssosssssssnsss 88 N/A N/A
Other ....ccvninennisnnesninssmsimnsesssssssssssss 45 N/A N/A
Net Exports of Goods and Services ................... 3,620 3,968 N/A
Nominal GDP Per Capita (US$) ..........cc.concrunenee 84 781 N/A
Unemployment Rate (percent)s ............ccccouenee N/A 22.3 N/A
Money and Prices (annual percent growth):
Money Supply (M2) .......covviceeninnnnnnnsnrssssesnnesssnns 68.5 299.9 N/A
Retail Inflationd ..........ccccevvvririrenicnicnsiseessssinnns 176.7 526.2 1,687.2
Consumer Price Index3 ........cccocevvninnineisiisenens 275.7 1,642.7 11,2104
Exchange rate (NKZ per US$): ¢
Official (annual average) ............ccceeerievnunaens 66.1 442 4,000
Parallel (end-of-period)3 .........cocecvvvsuerisnnninins 1,075 6,900 65,000
Trade and Balance of Payments:
Total Exports (FOB) ........c.ccevninnnncnncnncnnsennnas 3,449 3,795 N/A
Exports to US. (CIF) . 1,786 2,303 N/A
Total Imports (FOB) ........cccevvvnivcnnnernseninnnns 1,347 1,631 N/A
Imports from US. (FAS) ........ccuvvennvernenvusanne 188 158 N/A
Aid from US cerennrantaniettesessesensesattasssnetes sebres 16.6 70 N/A
External Public Debt & cererensesnarsnnsnesenseranises 7,637 8,021 N/A
Debt Service Payments (paid) ...........ccveeeiueennnne 416 N/A N/A
Gold and FOREX Reserves 3425 509 N/A
Trade Balance ......... 2 102 2,164 N/A
Balance with U.S .........ccccvvvminninnnniniisie 1,698 2,145 N/A
N/A—Not available.
it ok s s e
3Data for Luanda only.
4800 soction 2 for ex rate information.

SMedium- and long-term debt; excludes & portien of the oil companies’ debt and short-term commitments.

1. General Policy Framework

The Republic of Angola is potentially one of Africa’s wealthiest countries. Rel-
?:d, it has drocarbon and mineral resources, huge hy-

atively s la hrglo

dmmgn?m and ample ara emd. Civil war betwee;> the Government of
la and the National Union for the Total Independence of Angola (UNITA) from

1976 until May 1991, and again from November 1992 until the present, has

wreaked havoc and prevented the country from realizing its potential. Analysis of
P try Loate ?;u po alys

the Anﬁhn economy is seriously limited by ina .

In addition to the extreme disruptions caused by conflict, a severe lack of man
rial, administrative, and technical talent has hampered economic per ~rmance. Mis-
gui&d and ineffective attempts at socialist economic planning and centralized deci-

a)
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sion-making further hindered development. Only the eountrg"a oil sector, jointly run
by foreign oil companies and the state oil firm Sonangol, has remained” well-man-
aged and prosperous. Angola currently produces over 500,000 barrels per day of
crude. Oil accounts for the majority of real GDP, over 90 percent of exports, and
over 80 percent of government revenues.

Urban porpulat.iona swollen by internally-displaced refugees have subsisted largel
on foreign food aid or extensive rarallel markets based on barter and currency ?23 -
ing. The bulk of the rural population carves out a living in marginal security, sur-
viving by subsistence farming. Administrative chaos, corruption, hyperinflation, and
war have vitiated normal economic activity and attempts at reform.

The public sector budget has been perpetually in deficit from the heavy military
spending burden, and the deficit was exacerbated by a massive increase in govern-
ment spending during the electoral period between May 1991 and September 1992,
The deficit ballooned to an estimated 30 percent of G{)P in 1992. Around half of
the country’s foreign exchange earnings, at least 40 percent of the budget, and an
inordinate proportion of Angola’s human resources were spent on the war effort
prior to 1991. In addition, ailing state enterprises were supported through heavy
subsidies and credit. The deficit has been financed by increasing the money supply;
there has been little if any corresponding improvement in the supply of goods and
services. Shortages, price controls, and erosion of confidence in the national currency
encouraged parallel markets and widespread dependence on barter or dollar trans-
actions.

The signing of the Angola Peace Accords in May 1991 provided the first real hope
in 16 years for economic recovery. The accords provided for a UN-monitored
ceasefire, the creation of a new, nonpartisan national armed force, and free and fair,
international(l{y-monitomd elections at the end of September, 1992. The ceasefire

encrally held through most of 1992, and elections considered generally free and fair
J the United Nations were held on September 29-30. However, the losing é)arty.

NITA, refused to accept the results, and fighting resumed. Negotiations held dur-
ing 1993 have yet to produce a settlement between the combatants.

The long-term eflects of the war, the destruction of infrastructure, and years of
economic mismanagement remain to be addressed. The end of conflict should por-
tend economic stabilization and growth, but there appears to be little hope for an
immediate “peace dividend.” Reconstruction is likely to be a long and arduous proc-
ess, requiring significant inflows of foreign assistance and investment.

The government has tried to carry out reforms and to structure the economy along
market lines. Beginning in 1987, it has launched various programs aimed at privat-
ization, liberalization, devaluation of the kwanza, and new rigor in financial man-
agement. Most of these programs have enjoyed little success.

The government claims to welcome foreign trade and investment, and cagerly
sceks western participation in development projects. Barriers to U.S. exports and
capital lie not in deliberate government policies but in war-caused uncertainty, the

vernment’s scarcity of resources, and its ineffectiveness and poor management.
q'(l)'le oil sector, the only functional part of the Angolan economy managed by the gov-
ernment and largely isolated from the civil war, has been the focus of U.S.-Angolan
trade and investment. The U.S. buys about 90 percent of Angola’s oil exports, while
equipment for the sector accounts for much of U.S. sales to Angola. Given the coun-
try’s huge potential, lasting peace and genuine economic liberalization could provide
substantial opportunities for U.S. Trade and investment in Angola.

2. Exchange Rate Policy
From 1978 to September 1990, the government maintained the official exchange

rate for the kwanza, a non-convertible currency, at 29 to the U.S. dollar. The new
kwanza (nkz) replaced the kwanza at par in September 1990. In March 1991, the

vernment devalued the new kwanza by 50 percent. Subsequent devaluations

rought the official rate to nkz 550 to the dollar by April 1992. In an attempt to

narrow the gap between that rate and a parallel market rate several times higher,
the government adopted a program of currency auctions in late 1992 and early 1993
that led to the devaluation of the currency to 7,000 to the dollar. In March 1993,
the government revalued the new kwanza to 4,000 to the dollar, but in October de-
valued to 6,500, the current official rate.

In spring 1993, the government inaugurated a floating rate 80 percent of the par-
allel market rate, meant to increase the availability of hard currency for certain cat-
egories of purchases and purchasers, namely, foreign travel and study, forelgn medi-
cal and legal expenses, and approved imports. Access to this floating rate has wid-
ened somewhat in recent months beyond those with Frivileged access to government
officials. The government has also licensed a private foreign exchange house to trade
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hard currency at prevailing market rates. The still-prevalent parallel market is tol-
erated by the government, and there has been no eifort to prosecute those involved
or to reduce their ability to operate. The gvemment has stated in recent declara-
tions its intention to bridge the wide gap between official and parallel market rates

through a series of devaluations next year.

3. Structural Policies

Angola’s economic policy remained in flux in 1993. The government has taken
some steps to reduce its role in the economy, and has reduced or eliminated sub-
sidies and controls of some foodstuffs and other consumer products. Nevertheless,
it has been criticized by the IMF, World Bank, and bilateral donors for not going
far enough. Specifically, the Government’s inability to combat hyperinflation suc-
cessfully , to move towards unification of the exchange rates, to control money sup-
rly gm\_wé\. and to reduce the deficit has engendered frustration from international
nstitutions and bilateral donors. Angola has yet to agree with the IMF on a struc-

tural adjustment program.

4. Debt Management Policies

The government began substantial foreign borrowing only in the early 1980's,
principally to finance large oil sector investments. Prior to the 1986 slump in inter-
national oil prices, the government scrupulously met its foreign debt commitments,
even those contracted prior to independence. Subsequently, however, large payment
arrears, estimated by the IMF to be over $3.1 billion at the end of 1992, have forced
major Western export credit agencies to suspend or highly restrict cover to the coun-
try.
Total foreign debt is now over $8 billion and at the end of 1992 was 97 percent
of GDP and 202 percent of exports, according to the IMF. Approximately hall of the
debt is owed to the former Soviet Union and its former satellites for military pur-
chases between 19756 AND 1991.

In 1989, Angola joined the IMF and the World bank, and was able to secure the
rescheduling of over $1.8 billion in Paris Club and other debt. Creditors subse-

q}t:sntl rescheduled $669 million of A’xln‘ﬁola’s non-Paris Club debt in 1990, but only
about $40 million in 1991 and 1992. The government has admitted that it will be

unable to lighten its debt burden without an agreement with the IMF on structural
adjustment of the economy.

5. Significant Barriers to U.S. Exports

The establishment of diplomatic relations between the U.S. government and the
Republic of Angola effective June 18, 1993 has in effect ended the Erevious legal
constraints on U.S. Exports, namely the prohibition of extension of Export-Import
Bank (EXIM) cover, and the denial of foreign tax credits for U.S. entities earning
income in Angola. EXIM cover is not available at the present time, however, because
of the elevated business risk in Angola and Angola's extensive outstanding arrears.

The Overseas Private Investment Corporation (OPIC) has yet to commence issu-
ing insurance policies and other guarantees for U.S. private investments in Angola
p;:ndin the signing of an investment agreement between OPIC and the Republic
of Angola.

The U.S. Department of Agriculture (USDA) made $10 million dollars in agricul-
tural export loan guarantees available to Angola for the purchase of US. aFricul-
tural products uncﬁ; the GSM-102 Fmgram or 1992. However, only $5 million in

arantees were used, and Angolan financial authorities built up arrears of $3 mil-
ion. This prevented the renewal of GSM-102 loan gl'\;arantees for 1993. In Septem-
ber of 1993, these arrears were cleared, enabling USDA to consider the appropriate-
ness of a GSM-102 program for Angola in 1994,

The U.S. government continues to prohibit the transfer of U.S.-origin lethal mate-
rial to all entities in Angola under the “triple zero clause” of the Bicesse Peace Ac-
cords and international traffic in arms regulations, and to prohibit by executive
order the transfer of all defense articles and petroleum products to UNITA. The U.S.
&)vernment has lifted the restriction on the private transfer of U.S.-origin non-le-

al defense articles to the Government of Angola, with a presumption of approval
of applications for export licenses for such transfers.

Since the sharp decline of its coffee and diamond sectors, Angola’s ability to im-

rt has depended entirely on oil earnings, and has been severely constrained by
S?e diversion of resources to defense spending since the return of hostilities in late
1992. According to Angolan and foreign importers, the procurement of import li-
censes from government authorities has become easier during 1993. The process,
however, still lacks transparency, especially in the acquisition of import licenses for
goods to be purchased with government-provided foreign exchange.
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The Angolan ﬁvernment is in the process of revamping its foreign exchange allo-
cation process. The government still plays a significant role in imports through the
activities of state firms and ministries, despite recent attempts at liberalization.

The government claims that up to 90 percent of its expenditures are currentl
dedicated to the defense effort; individual importers report that it is very difficult
to receive payment from the government for im‘rorts not related to defense or food-
stuffs. Foreign investment regulations enacted since the late 1980's have been
aimed at opening up more sectors to foreign investment, and at simplifying the proc-
ess for potential foreiﬁn investors. Regulations and the lack of implementation of re-
forms continue to prohibit or limit foreign investment in defense, banking, posts and
public telecommunications, the media, and air and long-distance maritime trans-

port.
6. Export Subsidies Policies

No export subsidy schemes currently exist, although among the measures pro-
posed but not yet implemented is a foreign exchange retention scheme as an incen-
tive for non-oil export industries.

7. Protection of U.S. Intellectual Property

The Republic of Angola joined the World Intellectual Property Organization in
1985, but has not adhered to any of the principal conventions on intellectual prop-
erty. There is no known domestic legislation on intellectual property righta.

8. Worker Rights

a. The Right of Association.—The 1991 constitution recognizes the right of Ango-

lans to form trade unions and to bargain collectively. The law governing unions has
f'et to be passed; free labor organizations cannot yet affiliate with international
abor bodies. The National Union of Angolan Workers (UNTA), the official union of
the ruling MPLA, remains the principal worker organization. Unta is affiliated with
the Organization of African Trade Union Unity and the formerly communist-domi-
nated World Federation of Trade Unions.

b. The Right to Organize and Bargain Collectively.—The constitution provides for
the right to strike. Legislation passed in 1991 provides the legal framework to
strike, including prohibition of lockouts, protection of nonstriking workers, and pro-
hibition of worker occupation of places of employment. Strikes by military and police
personnzl, prison workers, and firemen are prohibited. The ministry of labor and so-
cial security continues to sct wages and benefits on an annual basis. Salaries for
public servants are set at the minister’s discretion; salaries of parastatal employees
are based on profits of the previous year and available loans from the central bank.
Angola has no export processing zones.

c. Prohibition of Forced or Compulsory Labor.—New labor legislation prohibits
forced labor, reversing previous laws and provisions which had been cited by the
International Labor Organization (ILO) for violation of Convention 105. The pre-
vious legislation authorized forced labor for breeches of worker discipline and par-
ticipation in strikes.

d. Minimum Age for Employment of Children.—The legal minimum age for em-
ployment in Angola is 14. The inspector general of the Ministry of Labor is respon-
sibi); for enforcing labor laws. Labor Ministry registration centers screen out appli-
cants under the age of 14. However, children at a much younger age work through-
out the informal sector.

e. Acceptable Conditions of Work.—The monthly minimum wage stands at 120,000
kwanzas, equivalent to about $18 at the official exchange rate but less than $2 at
the parallel market rate. Most workers depend on the thriving informal sector, sec-
ond jobs at night, subsistence farming, theft, corruption, or overseas remittances to
maintain an acceptable standard of living. The normal workweek is 44 hours. No
information is available on adequacy of work conditions or health standards, but in
most cases it is assumed they do not approach Western standards, given the ex-
treme underdevelopment of the Angolan economy, lack of enforcement mechanisms,
and the war.

f. Rights in Sectors With U.S. Investment.—U.S. investment in Angola is con-
centrated in the petroleum sector. There is no specific information available on the

conditions for workers in this sector.



Extent of US. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992

(Miltions of U.8. dollars)
Category Amount
Petroleum ... reebetsasestentasasnenasrsete sasaaen aesenasssenteshete )
Total Manufacturing ...........cccovevenrecrercrereranenen. 0
Food & Kindred Products ........ 0
Chemicals and Allied Products 0
Metals, Primary & Fabricated 0
Machinery, except Electrical .. 0
Electric & Electronic Equipment ..............c.couucucrennnnne.n 0
Transportation Equipment .............uueeeereneercreresneerenenene 0
Other Manufacturing ............ceeveveeennerenssesnsesssssnnsses 0
Wholesale Trade ............cccoovueeeeeeerennnenesecsonescenseenssssrasesnsnes 0
BANKING ....ociriiniininiiiecnnensnneneensenisisssnesesssenssssssssssssssssasesserssses 0
Finance and INSUrance ...............cceeecneerereseenneenesssesesesseseees (1)
SEIVICES .....ccoiriiriniiinensitiniscessneeserasassessssesesssssssssssnesesessessssasens (1)
Other INdUSLIIEs ..........c.cccoueereeeerrerereranerasseseesssesessesessessssoseas 0
TOTAL ALL INDUSTRIES ..........coeeereeeererirerieesisesansees Q1)
1—S8uppressed o avoid disclosing dsta of individual companies.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
GABON
Key Economic Indicators
(Millions of CFA francs unless otherwise noted)
1991 19921 1993
Income, Production, and Employment:
GDP (current prices, bn. CFA) ...........ccueunuenee. 1,451.5 1,471.9 N/A
Nominal GDP (pct. change) .. 0.5 14 N/A
GDP by Sector (pct.):
Primary ........coevvnerenee 9.2 12.2 N/A
Secondary ........oiiirecenieniniesnaicnnsssassesssenens 60.5 50.8 N/A
of which Extractive ..........ccccocereveerrervevrcesuees 394 40.2 N/A
TEItIATY ...covreereerrerenreenenersnrsnssessersnasnessoaesaasesne 35.0 3170 N/A
of which Public Admin .......ccceeeeevcecrervernnnene 12.3 13.2 N/A
Labor Force (000'8) .........cccceeeeecsesnensencacsnacneresen 300.0 300.0 N/A
Money and Prices:
M2 (bn. CFA) .....ccceevrvnrevvcnennsnene 308.0 298.3 N/A
Commercial Lending Rate (pct.) .........cccceverurnnnee 18.2 180 N/A
Savings Rate (pct.) ...... 24.4 24.0 N/A
Investment Rate (pct.) ......ccervcvcsnecnncennsescnnenns 19.0 26.0 N/A
Exchange Rate (CFA franc per §, avg.) ............ 282.5 264.5 2286.0
Trade and Balance of Payments (in millions of
US. dollars):
Total Exports (FOB) 2,284.0 2,315.1 N/A
Exports to US . 763.5 968.0 N/A
Total Imports (CIF) 702.0 867.9 N/A
Imports from US .... 79.8 75.7 N/A
Aid From U.S., (thousand US$) ..........cccecervrerenene 185.0 163.0 N/A
External Public Debt .. 3,600 N/A N/A
Payments Made3 130 N/A N/A
Debt Service Ratio (pct.) 40.5 36.4 N/A
Foreign Exchange Reserves:
36.0 5.8 N/A

GBS ..oooeeeeirerenieiirreieseecssreesecrsaesssessnsonnasesses



Key Economic Indicators—Continued
(Millions of CFA francs unless otherwise noted]

1991 19921 1983
Gold ...ccovvrivinane tesrerrrenesaesrnebesaressaseessbaasbasesbenaae 4.1 N/A N/A
Balance of Payments:
on Current AcCOUNt ........cceeeureueeirenrenseeeireessnnne 290.7 N/A N/A
on Capital AcCOUNL .....uuvrevereeircerernnerensnneerennns -370.2 N/A N/A
-79.4 N/A N/A

Basic Balance ..........ccceeeennneensnenieosnnnsessasses

N/A—Not svailable.
1The figures reported for 1892 are estimates, drawn in most cases from Central Bank/IMF data.

3Estimated.
3Gabon has only serviced its debt selectively since the middle of 1989, and virtually discontinued debt

service starting in 1990. Although s new Sta b{\‘Amn?;nent was signed in September 1991, the govern-
ment has found its terms unmanageable. Barely half of the $307.7 million in arrears to be paid under that
ment were paid. As a result, the Paris Club rescheduling has been “pulled back”, effectively rendering

agree
the Standby Arrangement null and void.

1. General Policy Framework

The Gabonese economy is dominated by mining and petroleum production, which
together contribute nearly 40 percent of gross domestic product ?GDP). Oil is the
key variable, as the petroleum industry generates 80 percent of Gabon’s export
earnings and nearly half of government revenues. Although most finished goods are
imported, there is some manufacturing in Gabon including factories which produce

lywood, plastics, and cigarettes; a brewery; and an oil refinery. The limited manu-

acturing which exists is concentrated in initial transformation of Gabon’s raw mate-
rials (e.g., a vranium “yellowcake” plant located adjacent to the uranium mine at
Mounana, in southeastern Gabon, and a petroleum refinery located at Port Gentil).
On the other hand, like many developing economies, there is an important services
sector, comprising the civil service, which accounts for over 10 percent of GDP by
itself, and a wide range of tertiary activities ranging from banking to legal and ac-
counting services and business consulting.

Since oil prices weakened sharply in 1986, the Gabonese Government has been
in fiscal crisis. The large deficits since then—they hit a high of over lmmnt of
GDP in 1987, dipped to under five percent in 1990, and have since cli d again
past six percent—forced Gabon to turn to foreign creditors for financing, drawin
on its International Monetary Fund (IMF) allotment and then seeking project fi-
nance from the World Bank and the African Development Bank (AFDB). Commer-
cial banks, which had financed a number of large projects in Gabon in the seventies
and early eighties, lost their enthusiasm when Gabon turned to the London Club
in 1987 for a rescheduling.

Gabon's persistent budget deficits are rooted primarily in the government’s inabil-
ity to manage its expenditures. Public employment rolls remain swollen and at-
tempts to institute layoffs or even hiring freezes have been unsuccessful. Major tax
collection problems continue.

Monetary policy is exercised through adjustments in the central bank discount
rate and through adjustments in bank reserve requirements. Under the Franc Zone
mechanism, however, the Bank of France exercises tight control over the monetary

licies of the member states, who must observe money supply growth targets set
f.f consultation with the French authorities. Given the constraints of the Franc
Zone, monetary policy is not used as a tool for sectoral policies and is largely neutral

in its effect on the competitiveness of U.S. exports.

2. Exchange Rate Policies

As a member of the Franc Zone, Gabon has relatively little flexibility where mone-
tary and exchange rate policies are concerned. The value of the currency, the CFA
franc (CFA is the French acronym for African Financial Community), is pegged at
50 CFA per French franc. While this mechanism assures exporters and importers
of the convertibility of the currency, it ensures a fixed exchange rate vis-a-vis the
French Franc only. Thus, it has the side effect of discriminating ﬁainst imports
from outside France in that prices for French goods can be more readily anticipated
and transactions with France are simpler than with other countries.

Although the CFA franc is fully convertible, the Gabonese Central Bank exercises
administrative control over forelqn exchange transactions. Outflows of foreign ex-
change must be justified with an invoice or other contractual document, which must
be accepted by the Central Bank before the commercial banks may complete the

transaction. However, these controls appear to be little more than an administrative
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formalitﬁ;]and there are no known no instances where exchange controls have been
used to impede the operations of US. firms.

3. Structural Policies

The Gabonese Government levies a personal income tax, a corporate income tax,
a value-added tax, and customs duties on imports. The government draws a major
component of its revenues from oil royalties. Small and medium businesses (SMBs)
routinely receive tax holidays of up to five years, and the government uses a similar
incentive to attract oil exploration companies without discrimination by nationality.
The personal income tax is widely evaded and the government is relatively power-
less to collect it. Customs duties are high—86 percent on luxury cars, for example—
but here, too, evasion is the rule. Some observers estimate the loss in revenues is
as high as $100 million, though a French aid project is currently computerizing the
Customs system in an effort to improve collection.

The government exercises price controls on staples at the retail level, primarily
to ensure that retailers do not ﬂouge unsophisticated consumers. Prices thus tend
to vary within a narrow range, fluctuating over time with changes in international
market conditions and local demand. Due in large measure to the monetary dis-
cipline imposed by the Franc Zone mechanism, price controls are not needed to con-

trol inflation.

4. Debt Management Policies

Gabon has experienced a sharp increase in its foreign indebtedness since the
international oil price drop of 1986. External debt rose from about one billion dollars
in 1985 to $3.5 billion in 1991. During this period, debt service rose from seven per-
cent of GDP to over eleven percent, while debt service as a share of export earnings
has oscillated around 30 percent. As a result of the fiscal crisis of the late 1980s,
Gabon has rescheduled its private debts in the London Club in 1987, and has been
to the Paris Club four times, most recently in October 1991.

Faced with a domestic political crisis since late 1989, the government attempted
to shift the adjustment burden onto its foreign creditors, and suspended debt p?y-
ments on most foreign obligations in ear {‘ 1990. Iis repeated requests for
reschedulings, both in the London Club and the Paris Club, were denied pending
signature of a new stand-by arrangement. This finally occurred in September 1991,
after a drawn-out negotiation in which the key stumbling blocks were the govern-
ment's lack of fiscal discipline, parastatal reforms, and questions surrounding the
digﬂfaition of a share of the country’s oil revenues.

e 1991 standby arrangement subsequently led to reschedulings at the London
Club and the Paris Club. The official creditors took a relatively hard line, however,
and imposed a reschedulixawhich required re%ayment of all outstanding arrears by
May 1992. The Gabonese Government was unable to meet this commitment, and the
Paris Club arrangement was “pulled back” in September 1992. As of late October,
1992, the Government of Gabon was preparing for its annual Article IV consultation
with the IMF stafl, which it hoped to use as an opening to begin discussions on a

new standby arrangement.

5. Significant Barriers to U.S. Exports

Gabon protects its local producers of mineral water, household soap, cooking oil,
cement, and sugar. These products may not be imported into Gabon. In addition,
imports of wheat and rice are subject to license. The wheat market is under the con-
trol of a French firm, SETUCAF, which is principal shareholder in Gabon’s only
flour mill and which has an exclusive right to import wheat. The rice market is
more open, with several Asian brands available. U.S. rice has been imported suc-
cessfully, but faces a price disadvantage which excludes it from the mass market.

Technical and other standards tend to be drawn directly from the relevant French
standards. Telecommunications equipment, for example, has in the past been re-
stricted to French brands due to a perception in the Telecommunications Ministry—
diligently cultivated by the French technical counselors—that only French equip-
ment could be used in Gabon. A Gabonese entrepreneur who wanted to import
AT&T equipment has successfully challenged this barrier and began importing and
installing U.S.-made telephones and private branch exchanges in 1991.

The Gabonese Government has not imposed intrusive or discriminatory measures
on foreign investors, which are the mainstay of the petroleum industry. During the

height of the fiscal crisis, in the late 1980’s, the government resorted to a “solidarity
rivate firms to post with the Ministry of Finance.

bond” which it uired all £nv
Under the terms of the “solidarity bond,” the monies could not be transferred out
of Gabon, but local investments could be credited against it. This mechanism was

abolished in 1990 and investors, both foreign and domestic, have been able to use
the *bonds” as a tax credit.



8

The Gabonese Government often does not adhere to competitive bidding practices,
and the French technical advisers throughout the government are w:lf laced to
steer contracts to French firms. In the petroleum sector, the government has orga-
nized six bidding rounds for exploration leases since the mid-1980’s, but continues
to sign contracts cutside the rounds. Off-round deals are not, however, reserved to
Fren':h firms, and U.S. companies have recently struck off-round exploration agree-
ments.
Customs procedures are slow and cumbersome, particularly since the introduction
of a new computer system. The burden, however, affects all suppliers ally, re-
ardless of nationality, unless they are willing to make illegal payments for special

reatment.

6. Export Subsidies Policies

Since Gabon’s exports are almost exclusively raw materials, the government does
not offer subsidies to exporters. To the contrary, another side effect of membership
in the CFA mechanism is an overvaluation of the currency, which is a disincentive

to exports.

7. Protection of U.S. Intellectual Property
The Gabonese Government is not active in GATT or other international trade
fora, and has not taken a position on the intellectual property aspects of the Uru-
guay Round. Largely for lack of enforcement capabilﬁ , the government turns a
lind eye to trademark violations. For example, U.S. ethnic cosmetic brands are
sought after in Gabon. However, many of those available in Gabon are in fact “re-
manufactured” (i.e., diluted) versions which have transited Nigeria en route to

Gabon.

8. Worker Rights

a. The Right of Association.—Since the abolition of the unique status of the former
sole political party, the Democratic Party of Gabon (PDG), in 1990 the Gabonese
Union Confederation (COSYGA) has had to give up its exclusive riﬁht to represent
workers. Since that time, unions throughout the economy have proliferated; in some
cases more than one union compete for members in the same industry. In addition
two other trade union federations have been formed to compete with COSYGA, and
one has made significant inroads as a collective bargainer for industrial employers.

b. The Right to Organize and Bargain Collectively.—With the promulgation of the
Constitution of 1991 the right to collective bargaining is secured (Article I, Para-
graph 13). Even before its formal passage, however, Gabonese workers had begun
to bargain with management outside the COSYGA framework as early as mid-1990.

c. Prohibition of Forced or Compulsory Labor.—The Constitution of 1991 guaran-
tees the riglht to employment (Article 1, Paragraph 7). The Labor Code of 1978 for-
bids forced labor (Article 4).

d. Minimum Age for Emfloyment of Children.—The Labor Code of 1978 (Article
121) sets a minimum age of sixteen years for emplo‘yment.

e. Acceptable Conditions of Work.—Conditions of work in much of in the formal
sector in Gabon are reasonably good. Health and safety standards are in place but
are not always observed: it is not uncommon to see workers without hard hats or

rotective footwear in some industrial plants. Most of the firms operating production

acilities in Gabon are subsidiaries of or otherwise associated with European or U.S.
companies and tend to follow their home-country standards. Conditions in the infor-
mal sector and in Gabonese SMBs are less uniform and less acceptable for the work-
ers. The Gabonese authorities, primarily for lack of enforcement capability, do not
exercise positive control over working conditions.

f. Rights in Sectors With U.S. Investment.—U.S. investment is almost exclusively
in the petroleum sector. Worker rights and working conditions are in general better
than those elsewhere in the economy, with more careful adherence to safety stand-
ards, accident prevention procedures, and proper use of protective gear.

Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992

[Millions of U.S. dollars)

Category Amount

= Petroletm ....cccciiiviniieninnnisnississsessnesssessssssssnssseesesssasssassessaes 196
(1)

Total Manufacturing ...........ccueeevererrernneeeeernnresessssesesasssnesans
Food & Kindred Products ............cccceverneevenrenercnnecsenseraenens 0



Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992—Continued

(Millions of U.8. dollars)
Categery Amount
Chemicals and Allied Products (1)
Metals, Primary & Fabricated 0
Machinery, except Electrical 0
Electric & Electronic Equipment ...........ccocecenecnreanersssansee 0
Transportation Equipment 0
Other Manufacturing . 0
Wholesale Trade Q1)
Banking (2)
Finance and Insurance 0
BerviCes .......cccuieniciinninininsninsesnsssnissssnsnssssaes 4
Other Industries
TOTAL ALL INDUSTRIES ..... 244
1
.E::'m 05%53? disclosing data of individual companies.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
GHANA
Key Economic Indicators
(Millions of cedis unless otherwise indicated)
1991 1992 19931
Income, Production, and Employment:
Real GDP (1985) prices)3 ........cceecsnsesanssssrasases 456,800 474,600 N/A
Real GDP Growth (pct.) ....ccocvenneeniarnons 5.0 39 N/A
GDP (at current prices)2 . 2,574,800 3,008,800 N/A
By Sector:
AGTICUILUT ..vvvvvrrvnernssnnsennsessassesssnsiens 1,262,025 1,461,006 N/A
Energy and Water LA 51,961 63,130 N/A
Manufacturing ... 225,078 261,638 N/A
“ConsBtruction .........ceceeinessnenenniininnoesnsn 89,196 106,216 N/A
Financial Services .........ceeemnuneeiensavarsnsossnses 107,392 108,227 N/A
Other Services .. 800,928 941,036 N/A
Net Exports of Goods and Services .......coveeeeene N/A 481,408 N/A
Money and Prices (annual percentage growth):
Money Supply (M2, million cedis) .........cccesuseens 325,900 360,690 N/A
Base Interest Rate (Pct.)® .......oeeeveeneesssssssessees 20.0 30.0 35.0
Retail Inflation (pct.) .....ceenninsnisssesnsesnsnsnsnsenees 10.3 10.1 N/A
Consumer Price Index (1985-100) ...........coeeenuae 469.8 529.0 N/A
Exchange Rate (cedi/$):
OffIcial ....ccoeerennnrensennaenonsessansannsnsnessssessassssnes 390 520 780
Parallel .......cccoceerveencnnes N/A 545 N/A
Balance of Payments and Trade (mnlhona of US.
dollars):
Total Exports (FOB)4 ..... 992.7 986.0 N/A
Exports to US ........ccovniicnnsninsnsnsnsusnsisnssanins 151.6 96.4 N/A
Total Imports (CIF)+ 1,256.0 1,457.0 N/A
Imports from US 142.0 123.8 N/A
Aid from U8 .....ccrniiininnnniscssnsnsnnnsasssnssssensssses 38.0 430 63.7
Aid from Other Countries 970.0 N/A N/A
External Public Debt .. 4,1000 4,600.0 N/A
383.0 N/A

Debt Service Payments (paid) ...........cccveusererrennes 307.0
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Key Economic Indicators—Continued
[Millions of cedis unless otherwise indicated]

1991 1992 19931
Gold and FOREX ReBerves .......cc..cocveveereeeeneeneons 35.0 362.0 N/A
Trade Balance+ ............... cesresessraneenesornraneressannse -301.5 -470.3 N/A
Balance with U.S ..........ccoceeuineeincsnenesssesessesssscsnnns 9.6 -27.3 N/A

N/A—Not available.
11993 Figuses are based on available monthly data in November.

3GDP at factor cost.
3Figures are actual, average annual interest rates, not changes in them.

4 Merchandise Trade.

1. General Policy Framework

Ghana operates in an open market environment under a civilian government
headed by elected president Jerry John Rawlings. Rawlings headed a self-styled
“provisional” regime from the end of 1981 until January 1993 when democratic gov-
ernment, under a written constitution, was restored. A popularly-elected parliament
took office in January. The executive branch takes the lead in promul atl}:lg legisla-
tion which requires parliamentary approval before enactment. The judiciary, in par-
ticular the supreme court, acts as the final arbiter of Ghanaian laws. As an indica-
tion of its independence, the supreme court rendered several decisions in 1993 in
favor of parties bringing suit against the government’s executive branch.

The government has maintained the reform measures and budgetary austerity of
a structural adjustment program (SAP) adopted in 1983 by the previous military
government. The program has been characterized by an emphasis on development
of Ghana’s private sector, which historicall{ has been weak and more keenly in-
volved in buying and selling of imports rather than domestic production of goods
and services. Ghana seeks to privatize a large number of enterprises which cur-
rently operate under government control or outright ownership. Other reforms
adopted under the SAP include the elimination of exchange rate controls on the cedi
and the lifting of virtually all restrictions on imports, as well as the liberalization
of access to foreign exchange. The tariff structure in place is designed to discourage
importation of a limited number of luxury items deemed non-essential to the growt
needs of the economy. A largely dysfunctional duty drawback scheme offers theoreti-
cal, rather than actual, encouragement for the importation of raw materials needed
in the processing of finished goods for subsequent export. The elimination of vir-
tually all local production subsidies characterizes the overall greater reliance on
market conditions for the determination of the value of goods and services intro-
duced into channels of commerce.

Ghana remains dependent on donor assistance and received pledges amounting to
$2.1 billion from the donor community for the two-year period beginning January
1, 1994. The World Bank is the largest donor, offering assistance at an annual level
of approximately $300 million in the form of sectoral and structural adjustment
credits. Ghana succeeded in eliminating its remaining debt arrears by mid-1991 and
has not rescheduled official or commercial bank credits in the meantime. Ghana
graduated from its IMF Enhanced Structural Adjustment Facility (ESAF) as of De-
cember 1991 and support from IMF now takes the form of a surveillance regime

monitoring developments in Ghana’s macroeconomy.

2. Exchange Rate Policy

Ghana has placed its exchange rate policy at the service of efforts to achieve equi-
librium in its annual balance of payments. Ghana has pursued a flexible exchange
rate policy in its effort to reach international reserve targets. As imports have
shown a 8 aW increase over time, the Government of Ghana—with the encourage-
ment of the World Bank and the International Monetary Fund—has been content
to allow the cedi to depreciate. -

Despite a brief intervention by the central bank to support the cedi in the second
qugrter, in dollar terms the cedi lost more than 50 percent of its value in the year
to date.

The Bank of Ghana (the central bank) retains all hard currency earnings on the
sale of cocoa and a sliding scale percentage of earnings on gold exports. Foreign ex-
change is made available to importers through the commercial and merchant banks
as well as independently-operated foreign exchaﬁe bureaus. A chronic shortage of
foreign exchange supplied to banks by the Bank of Ghana has caused frequent
delays for importers settling their overseas accounts. Foreign currency accounts may
be held in local banks with interest (except on export earnings) exempt from Gha-
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naian tax. Transfers abroad are free from fomigl exchange control restrictions.
Taken in its entirety, the exchange rate regime in Ghana is seen to have no particu-
lar impact on the competitiveness of U.S. exports.

3. Structural Policies

Ghana is a member of the GATT, but its adherence to its GATT obligations has
been compromised by the need to stem the outflow of hard currency to overcome
external payments difficulties. During the course of Ghana's SAP, it has progres-
sively wound down import quotas and surcharges. Tarifl structures are being ad-
justed in harmony with the ECOWAS trade liberalization program and U.S. compa-
nies are well-advised to make inquiries on a case-by-case basis.

With the elimination of import licensing in 1989, importers now are merely re.
quired to sign a declaration that they will comply with Ghanaian tax and other
laws. The Government of Ghana is seen to be strongly committed to principles of
free trade, upon which support from the Bretton Wooga institutions is predicated.
However, the government is also committed to the development of competitive do-
mestic industries with exporting capabilities. The Government of Ghana is expected
to continue to support promising domestic private enterprise with incentives and fi-
nancial support. Beyond this, Ghanaian manufacturers clamor for stronger meas-
ures and voice displeasure that Ghana's tariff structure places local producers at a
competitive disadvantage vis a vis imports from countries enjoying greater produc-
tion and marketing economies of scale. High costs of local Imduction frequently
boost the price of locally-manufactured items above the landed cost of goods im-

rted from Asia and elsewhere. Reductions in tariffs have increased competition for
931 producers and manufacturers while reducing the cost of imported raw mate-
rials.

Under the SAP, in addition to reducing tariffs, the Government of Ghana has af-
forded various forms of personal and corporate tax relief. Over the last two years,
the government eliminated the experimental “super sales tax” on luxury vehicles
and consumer goods and maintained lower tax rates on annual personal income
below the equivalent of $19,000. The top corporate tax rate for producer industries
is 36 percent. Income earned by banks and other financial institutions is taxed at
45 percent. Balanced against this, the government imposed a 60 percent surcharge
(ex-pump) on all petroleum products in 1993 and has signaled that an increase of

at least 25 percent is in order for 1994.

4. Debt Management Policies

Total outstanding public and government-guaranteed external debt increased dur-
ing 1991 and 1992 to 4.6 billion dollars, or 58 (?ercent of GDP. External debt in-
creased from 27 percent of exports in 1991 to 30 percent of exports in 1992. How-
ever, interest and :rincipal payments continued to decline in nominal terms and
Ghana's external debt indicators showed significant improvements, reflecting a
change in the composition of new borrowing in favor of financing with generous
grant elements. In mid-year 1991, Ghana succeeded in clearing all external debt ar-
rears and has maintained this position ever since.

Based on anecdotal rather than exhaustive empirical information, the tight spend-
ini policies that Ghana's government has adopted in order to manage its current
debt situation have had an impact on imports from the U.S., which were reduced
from $151.6 million in 1991 to $96.4 million in 1892.

5. Significant Barriers to U.S. Exports .
Import licenses: Ghana eliminated the last vestiges of its import-licensing system

in 1989. However, Ghana retains a ban on the import of a narrow range of products

including beer and stout, cigarettes, cement &i)pes, roofing sheets, and asbestos.

Services barriers: Under the Investment Code of 1985 (as amended), the Govern-
ment of Ghana imposes barriers on foreign participation in the following sectors:
small-scale wholesale and retail sales, taxi and car rental services with fleets of
fewer than ten vehicles, lotteries, and barber and beauty shops.

Standards, testing, labelling, and certification: Ghana has tgromulgated its own
standards for food and drugs. The Ghana Standards Board, the testing authority,
subscribes to accepted international practices for the testing of imports for purity
and efficacy. Under Ghanaian law, imports must bear markings identifying in Eng-
lish the type of product being imported, the country of origin, the ingl%ients or
components, and the expiration date, if any. Non-complying goods are subject to gov-
ernment seizure. The thrust of this law is to regulate imported food and drugs; how-
ever, by its terms the law applies to non-consumable imports as well. Locally manu-
factured goods are subject to comparable testing, labeling, and certification require-

ments.
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Investment barriers: under the investment code, the government guarantees free
transferability of dividends, loan repayments, licensing fees and repatriation of cap-
ital; provides guarantees against expropriation or forced sale; and delineates dispute
arbitration processes. Foreign investors are not subject to differential treatment on
taxes, prices or access to foreign exchange, imports and credit. Separate legislation
provides for investments in mining and petroleum and applies equally to foreign

and Ghanaian investors.
Prospective investors are screened in accordance with their capacity to contribute

to any of nine goals listed in the investment code (e.g., development and transfer
of technology). The Ghana Investments Center (GIC) registers and may regulate
such transfers. Official policies do not restrict U.S. exports or direct investment al-
though, as noted above, some activities are closed to foreign investment. Land own-
ership is prohibited, although expatriate companies may own fixtures constructed
on leased lands. In 1993, the government liﬂ.edp the requirement that non-Ghanaians
receive prior central bank approval before investing in public corporations listed on
the Ghana Stock Exchange.

The Ghana Investments Center may stipulate the amount and source of capital,
nationality and number of shareholders, project size, training required for Gha-
naians, time for implementation, utilization of local raw materials and other cri-
teria. The government has exhibited flexibility and pragmatism in establishing its
requirements.

vernment ]procurement practices: Government purchases of equipment and sup-
plies are usual K handled by the Ghana Supply Commission (the official purchasing
agency), through international bidding and, at times, through direct negotiations.
ormer government import monopolies have been abolished. However, parastatal
entities continue to import some commodities, principally wheat and cooking oil. The
parastatals no longer receive government subsidies to finance imports.

6. Export Subsidies Policies

The Government of Ghana does not directly subsidize exports. By law, exporters
are entitled to an 85 percent drawback of duty paid on imported inputs used in the
processing of their exports. However, there are only three known cases where com-

anitig;l;ve taken advantage of the duty drawback scheme since its inception in the
ate '8, :

Ghana has created an export finance company utilizing World Bank/IDA funding
to establish a capital pool dedicated to support ler.ding by commercial and merchant
banks to new-to-export companies. Ghana is not a member of the GATT Subsidies

Code.

7. Protection of U.S. Intellectual Property

Maintaining a practice that antedates Ghanaian independence, Ghana offers pro-
tection to patents registered in the United Kingdom. Following independence in
1957, Ghana instituted separate legislation for copyright (1961) and trademark
(1965) protection. The government is drafting its own patent legislation but, in the
meantime, the patent laws of the U.K. still apply.
.. Ghana is a member of the Enqlish-speakm African Regional Intellectual Prop-

erty Organization and the World Intellectual Property Organization. It has adhered
to the Bern and Universal Copyright Conventions and the Paris Convention for the
Protection of Industrial Property. Ghana offers protection to intellectual property
rights (IPR) holders who are citizens of fellow signatory countries to the conventions
Ggana has ratified. Aggrieved IPR holders have access to local courts for redress.
There have been no more than a handful of infringement cases filed in Ghana over
the past five years.

Patents (product and process): Patent re?stration in Ghana presents no serious
problems for foreign rights holders. Fees for registration by local applicants are
15,000 cedis ($20 dollars) and $90 dollars for foreign applicants.

Trademarks: Ghana has not yet become a popular location for mock designer ap-
parel and watches. In cases where trademarks have been infringed, the price and
quality disparity would alert all but the most unsuiecting buyers.

Copyﬁ$ht: Local enforcement of foreifn copyrights tends to be lax. The boot-
ging of computer software provides a leading example of copyright infringement

le

taking place locally. There is no data available to quantify the commercial impact
of this practice. The greatest im'pact on U.S. business in terms of lost sales and rev-
enue stems from the pirating of videotapes. Locally-pirated material (including fea-
ture films shown in theaters as well as bootlegged imports) is common. Observers
are unaware of any significant export market for Ghanaian-pirated books, cassettes,

or videotapes.
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8. Worker Rights

a. The Right of Association.—Trade unions are governed by the Industrial Reia-
tions Act (IRA) of 1958, as amended in 1965 and 1972. Organized labor is rep-
resented by the Trades Union Congress (TUC), which was established in 1958. The
IRA confers power on government to refuse to register a trade union. However, this
right has not been exercised by the current government or the previous mifit.ary
government. No union leaders have been detained in recent years nor have workers’
ri%ht to freely associate otherwise been circumscribed.

. The Right to Organize and Bargain Collectively.—The IRA provides a frame-
work for collective bargaining and fpmtection against anti-union discrimination.
Civil servants are prohibited by law from joining or organizing a trade union. How-
ever, in December 1992, the previous government passed a law which allows each
branch of the civil service to establish a negotiating committee to engage in collec-
tive bargaining for wages and benefits in the same fashion that trade unions func-
tion in the private sector. While the right to strike is recognized in law and in prac-
tice, the government has on occasion taken strong action to end strikes, especially
in cases involving vital ¥overnment interests or public tranquility. The IRA provides
a mechanism for conciliation and then arbitration before unions can resort to job
actions or strikes.

c. Prohibition of Forced or Compulsory Labor.—Ghanaian law prohibits forced
labor, and it is not known to be practiced. The International Labor Organization
(ILO) continues to urge the ﬁovernment to revise various legal provisions that per-
mit imprisonment with an obligation to perform labor for offenses that are not coun-
tenanced under ILO Convention 105, ratified by Ghana in 1958.

d. Minimum Age for Employment of Children.—Labor legislation in Ghana sets
a minimum employment age of 16 and prohibits night work and certain types of
hazardous labor for those under 18. The violation of child labor laws is prevalent
and young children of school age can often be found during the day performing me-
nial tasks in the agricultural sector or in the markets. Observance of minimum age
laws is eroded by local custom and economic circumstances that encourage people
to become wage earners at an early age. Inspectors from the Ministry of Labor and
Social Welfare are responsible for enforcement of child labor laws. Violators of laws
prohibiting hea\g labor and night work by children are occasionally punished.

e. Acceptable Conditions of Work.—A tripartite committee of representatives from
government, organized labor, and employers established a minimum wage of 460
cedis (less than $1.00) ﬁer day. In real terms, the minimum wage is less than in
1980. The standard work week is 40 hours. Occupational safety and health regula-
tions are in effect and sanctions are occasionally applied through the labor depart-
ment of the Ministry of Health and Social Welfare. Safety inspectors are few in
number and poorly trained. Inspectors will take action if matters are brought to
their attention but lack the resources to seck out violations.

f. Rights in Sectors With U.S. Investment.—U.S. investment in Ghana is domi-
nated by an enterprise in the primary and fabricated metals sector. There is also
significant U.S. investment in the petroleum, chemicals and related products, and
wholesale trade sectors. Labor conditions in these sectors of the economy do not dif-
fer from the norm described above. U.S. firms in Ghana are obliged to adhere to
Ghanaian labor laws and no instances of noncompliance are known.

Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992

[Millions of U.S. dollars]

Category Amount

Petroletim .......cccveeerveniiireerinnenennnesssssseenenessisisssossissessasssssss (

Total Manufacturing ......c.cceeceeceirueneinesssienssnsnssessssssssssssaesasens (
Food & Kindred Products ..........ccoeirvmmnnannncnninininn. 2
Chemicals and Allied Products ........ccovniinnnicinnnscsssnnes 0
Metals, Primary & Fabricated ..........ccocvvvviniiinnnisnnccane )
Machinery, except Electrical .........ccccvevnnvincnnnieniicnniens 0
Electric & Electronic Equipment ......ccovvnnnnecseinnnnas 2
Transportation Equipment ........cocovvvvnrvninnninnisenininnne 0
Other Manufacturing ... 0

Wholesale Trade .........cccvnrieersnnnnncsionssminoanmnses

BANKING ....cocceverenninnunesmsnsisnnssssssnstssmsssssesmsesisssssessssssssssassnsns

Finance and INSUrANCE .......cceeorirverssssissnesmsecsnssesssnonssnssasn

SEIVICES ..cvviieiiirnereniisnrrensenireesesssissssnssssarseresssssssssanssssssssssssssases

cCOoCO

76-160 0 - 94 - 2
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Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992—Continued

[Millions of U.8. dollars]

Category Amount

Other INdUBLIIEs ........coceveernnrereneneerenssnesasnosenss . (1)
TOTAL ALL INDUSTRIES .......cccvcnrnnrcessncssersnssssssssssessosane 113

1Suppressed to avoid disclosing data of individual companies.
Source: U.8. Department of Commerce, Bureau of Economic Analysis.

KENYA

Key Economic Indicators
[(Millions of U.S. dollars unless otherwise noted)

1991 1992 19931
Income, Production, and Employment:
Real GDP (1982 Prices)3 - 3,165 2,713 1,498
Real GDP Growth (pct.) 2.2 0.4 1.0
GDP (at current prices) 3 ........c.cceerensercvserassanorns 8,278 8,662 4,603
By Sector:
AGTICUILUTE ....vooerrsreeennnsssssssessisnnsssssssssssssssnes 2,260 2,226 1,197
Electricity and Water 91 86 46
Manufacturing ... 1,118 1,164 626
Building and Construction 267 266 142
Financial Services ..... . 679 745 401
Trade, Restaurants and Hotels ...............ceoeuu. 902 942 506
Government, Health, and Education ............. 828 856 460
Net Exports of Goods and Services .............cecuee 2,214 2,108 1,061
Real Per Capita GDP (1982 prices) ........ccccreeuns 132 123 56
Labor Force (000's) 10,500 11,100 11,800
Unemployment Rate3 N/A N/A N/A
Money and Prices (annual percentage growth):
Money Supply (M2) ......cccorverenevnnsaresennuensassncsenes 19.7 34.6 26.0
Base Interest Rate+ 22.0 25.0 27.0
Personal Saving Rate 14.6 15.6 20.0
CPI (1986 prices)19.6 ........ccccerevcsneessesesessessasans 27.6 41.0
Exchange Rate (avg. Ksh/$).5
OMMCIAL o.ooovevreerarsrecrersonsessnsossensassnssssanssassnssasens 27.7 32.0 58.8
Parallel (inter~bank) ....... " 35.0 45.0 65.0
Balance of Payments and Trade:
Total Exports (FOB) ... 1,062 1,033 633
Exports to U.S .......ccccvereurccnsnsisnsncsncsaseons 41 68 63
Total Imports (CIF) .......cccccuuirenscncrsnsniusarsoseaene 2,104 2,011 1,208
Imports from U.S 104 116 104
Aid from U.S ...ccevrerrenreensnrsnssanasenssnsassnessssssssasasas 51.6 30.8 20.2
External Public Debt 6,100 5,600 6,300
Debt Service Payments (paid) NA 265 436
Gold and FOREX Reserves ..........ccocereresnsensenes 302 255 150
Trade Balances .........ccceeerseensesassanrassssassassnconssaas -1,042 -978 -b76
Balance with the US -63 -58 -51
N/A—Not available.

11993 Pigures are estimates based on Jan.-Sept. 1993 data.

3GDP at factor cost.

3The Kenyan pvomment does not publish unemployment figures but in 1993 it is likely to be in the
35-40 percent.

of
nluru ctual, average ual interest nta. not clnngu in the
"l‘bo oﬂl&l“ .-c“i;n:ov % in conversion. As of October, 1993 the official rate was aligned to the
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1. General Policy Framework

Kenya's mixed economy has an active private sector and a large inefficient public
sector. The primary basis of the economy is agriculture. Agriculture contributes a
declining 26 percent of %ross domestic product (GDP), and provides 76 percent of
total employment and 56 percent of export earnings. The main foreign-exchange

earners are coffee, tea and tourism. The industrial sector, which accounts for 14 per-
cent of GDP, is dominated by import-substituting industries, most of whose products
are not competitive beyond markets in the neighboring countries.

In 1992, GDP grew by a poor 0.4 percent, compared to 4.2 percent in 1990 and
2.2 percent in 1991. A drought in 1992 caused agricultural output to decline by a
record 4.2 percent, causing significant shortfalls in food production. As a result,
Kenya increased imports of cereals and sugar in 1992 and again in 1993 to supple-
ment domestic production. Inflation grew rapidly, reaching 100-percent (at an
annualized rate) in the month of June 1993, largely due to excessive growth in
moner supply and depreciation of the local currency.

In late 1991 the government embarked on a divestiture program that listed 139
arastatals for privatization. Thus far, the government has liquidated or divested
ts shareholdings in 22 inconsequential companies. Over 100 parastatals remain on

the privatization list. The more problematic giants such as those in maize market-
ing and utilities, having been categorized as strategic, are slated for restructuring,
not privatization.

Under a tax modernization program, the government has widened the tax base,
lowered income taxes, and introduced the use of personal identification numbers in
tax-related transactions. The government obtains over two-thirds of its tax revenue
from indirect taxes. The basic Value-Added Tax (VAT) accounts for over 50 percent
of domestic revenue. Between 1992 and 1993, it has been expanded to cover a wig:

0

range of goods and services. The l)lighest VAT rate is 40 per cent, but most
are taxed at a rate of 18 percent. The maximum rate of income tax for individuals

is 40 percent.

In 1993 the government implemented tight fiscal and monetary policy measures
to stabilize the economy. After the multi-party elections held in December 1992, the
Fovemment embarked on measures to mop up excess liquidity. The government re-

ied heavily on the sale of Treasury bills and doubled the cash ratio. Starting in
March 1993, the government has offered weekly sales of five billion shillings worth
of Treasury bills at high rates ranging from 50 to 70 percent. This short-term aus-
terity measure created a severe credit squeeze for investors as lending rates shot
up to 35 percent. To further limit credit, the Central Bank raised the cash ratio
maintained by banks from six percent in 1992 to twelve percent by end of October
1993. By end of September, the inflation rate was over 40 percent while growth in

money supply had come down to 26 percent.

2. Exchange Rate Policy

From 1981 the local currency (Kenya shilling) has been pegged to the SDR. The
Central Bank depreciated the Kenya shilling by 22 percent against the dollar in
1992 and by 85 percent in the first nine months of 1993. During this period the

bank liberalized the foreiin exchange regime, allowing a free market rate to be de-
termined by commercial banks in addition to the oflicial rate. Exporters were al-
lowed to open foreign exchange accounts and to retain up to 50 percent of their
earnings to pay obligations abroad.

In October, 1993 the bank aligned its official exchange rate with the parallel
inter-bank commercial rate. Kenya now has a floating official rate. Shilling pay-
ments to exporters are the same for the 50 Rercent they sell to the government and
the other half they are allowed to retain in the commercial market.

3. Structural Policies
After many years of delay, the government embarked on economic reform meas-
ures in 1992-93 period under a World Bank/IMF-sponsored structural adjustment
rogram. The key elements of this program include reducing the budget deficit and

Fnﬂation, providing market-based incentives to private sector growth, privatizing or

restructuring state-owned enterprises, and eneouralging investment and exports in

order to achieve a five-percent rate of growth in GD
Encouraged by Kenya’s progress in the economic front, the World Bank released

the second tranche of the export development credit in May 1993. In his June 1993
budget speech, the new Finance Minister Musalia Mudavadi unveiled an ambitious
budget that promised quick results on the alarming inflation rate and increased
wth in GlfP. In November 1993, the IMF praised Kenyan Government efforts to
ring the economy back on track and was ready to establish a new program of as-
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sistance. The Kenyan Government i 8 optimistic that jt will qualify for disbursement
of $65 million Enhanced Structural Adlelutment Facility ( ) irf’%ﬂey.

Major policies undertaken incluje goverpment expenditure rationalization, price
decontrol, export promotion, interst rate gnd foreign exchange rate liberalization,
and capital market development, A Numper of Weak ﬁnﬂnénl institutions were
brau';h under statutory management While disciplina!y action was taken against

litically-favored banks. Unsecuredl sdvances from the Central Bank were prohib-
ted. Preshipment export financing and export compensation facilities were abol-
ished, effectively eliminating a major 8ourc® of corruption. The government abol-
ished import licensing and has paitially liberalized marketing of most items, includ-
inq':ugar wheat and maize. . .

ade barriers on certain products are Maintained by high import duties and
value-added taxes. Procurement decf sions can be dictated by donor-tied aid, or influ-
enced by corruption.

Although substantive economic reforms have been vndertaken, not all bilateral
donors are reassured about Kenys's progress towards political reform, which in-
cludes in part good governance, demnocratization, Protection of human rights and
elimination of corruption. Persistent- ethnic Violence complicates the political land-

scape.
4. Debt Management Policies

Over the past two years, Kenya has sccumulated large debt arrears by neglecting
external debt repayment. The aversge snnus! debt Service bill is $580 million. Debt
arrears, a relatively new _F::enomenon for Kenya, reached $713 million dollars at the
end of September 1993. The debt sexvice ratlo is about 35 percent of total exports
of groodat : t:nd services. Lack of foreigm exchange reserves has been 8 major economic
constraint.

Kenya's balance of payments situst-ion rem#ained poor in 1993 owing to inadequate
foreign exchange to finance imports, the high cost of imports, and the depressed
state of the economy. Tourism earnings Stagnated due to sporadic violence in tourist
regions. The capital account verformesd 9005‘;’ ang, for the first time in history, cap-
ital outflows exceeded inflows in 1992, The net outflow was $171 million. This se-

regerves and the Kenyan government

verely drained the countr{s foreign exchan \
defaulted on external debt repaymemis. Aftehough foreign exchange reserves rose

from $190 million in March 1993 to $260 million in QOctober 1993, the government
deficit is above six percent of GDP. Fev steps have been taken to curb losses in the

big parastatals.

5. Significant Barriers to U.S. Exporis

The liberalization of import contrn)s and foreign €xchange rates and controls are
major ‘fositive steps towards removal of trade barriers, These actions coincide with
a trend in Kenya over the past two years during which Kenya consistently lowered
tariffs and reduced licensing requirements.

In June 1992 the government intraxduced o Varisble tariff for key imported food
commodities, including wheat, rice, milk powder, maize and sugar. This variable
duty is used to raise the ﬁrice of imports to & predetermined floor price when the
world price is lower than the domestic price. .

The 1993 budget reduced the numbexr of tarifl rate8 from nine to six and the maxi-
mum tariff rate from 60 percent to 4Q percept. Some jtems which were previously
duty-free were placed in the bottom band. Duties on 8 number of manufactured
items have been reduced. Computer innpotts are assessed a duty of 25 percent. The
combined duty and VAT for automobiles ranges from 65 to 131 percent.

The government maintains lower dutie8 and sales taxes for selected items which
it considers important for priority sec®or8. Such items include palm oil and tallow;
bicycles; steel billets; wire rods; graphite lead; windmills; power transformers; ca-
bles; and active ingredients used for the preparation of drugs including veterinary

drugs, fungicides and pesticides.
Tg:'re ang barriers g’e trade in services in video (apes, Movies and cassettes, con-

struction, engineering, architecture, legal representation, insurance, leasing, ship-
ping, and foreign travel. Films are licepsed, cenasored, and sold by the government
company, Kenya Film Corporation. Foxeign companies offering services in construc-
tion, engineering and itecture oftes face £8cn'ﬂ3inat10n in bidding for public
projects. Kenyan l;\:{em of foreign gowds are forbidden from insuring imports
abroad. Kenya's draft shipping law has been the gubject of official protests by the
United States and the European Community for discrimination against foreign ship-

p‘ifc;at commodities imported into Kemya are subject to preghipment inspection for
quality and quantity as well as for prics comparison- All foreign exporters have to
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obtain a “Clean Report of Findings” from a government appointed inspection firm

which has offices in major tradit;&roints such as New York, Baltimore, Chicago,

New Orleans and Houston. Importation of animals, plants, and seeds is subject to

guarantine regulations. 'lgéportation is allowed onl'y at designated ports of entry.

al labelling is required for condensed milk, paints, varnishes, vegetable oil and

ee. In addition, imports of pre-packed paints and allied products must be sold by
metric weight or metric fluid measure.

Government procurement for ordina?r supplies as well as materials and equi
ment for public development programs is a significant factor in Kenya's total tra&
Government action is also evident in programs designed to ensure citizen control of
local commerce. Because Kenya is a former British Colony, UK. firms dominate in
ge procurement of government imports. Many government im{aiorts are purchased

rourgh Crown nts, a British qd‘xasi-governmental organization. Sales of major

import items are frequently tied to the source country providing official development

finance.
Government ‘Flr:)curement practices; Government procurement is done through

tender boards. The main boards are the Central Tender Board, Ministerial Tender
Boards, the Department of Defense Tender Board, and District Tender Boards. The
Kenyan Government has a supplies manual outlining procurement practices. Goods
worth over $4,000 must be gurchased through open tender. Adjudication of the
quotations must be made by three or more responsible officers.

The procurement regulations apptl{ to all potential bidders regardless of national-
ity of supplier or origin of the product/service without discrimination. The regula-
tions provide for preferential treatment for domestic suppliers, products, and serv-
ices. Up to 10 percent preferential bias is allowed for all firms participating in Ken-
an government tenders having §1 percent or more share capital held by indigenous

enyans. The government provides preference to domestic suppliers for small pro-
curements and contracts.

Practice often differs from government regulations. Tenders can be awarded to un-
competitive firms when government officials have interests. Such cases are common
for medical tenders. The incidence of corruption at all levels has increased in Kenya
in recent years and affects import license allocation and distribution rights as well
as procurement. Prosecution of corrupt officials above the lowest level is rare. Cor-
rupt contract awards are a particular problem for U.S. companies who are disadvan-
taged when competing with non-U.S. firms less constricted in their ability to provide

“incentives” prohibiteﬁ under U.S. laws.

Kenyan law does not permit manufacturers to distribute their own products. They
are also re?‘:ired to supply information about their distributors. The Monopolies,
Prices and Trade Restriction Practices Act sets a legal framework for dealing with
restrictive and predatory practices preventing competitive-markets, and controls mo-
nopolies, mergers, and takeovers of enterprises.

oreign investors have limited access to domestic credit markets and are encour-
aged to seek credit from outside sources. All foreign firms are permitted to borrow
locally up to the amounts required to pay customs duty on imported capital equip-
ment. Foreign investors are also permitted limited credit from local financial institu-

tions up to the amount of their equity capital.

6. Export Subsidies Policies

In early 1993, the Kenyan government scrapped an export compensation scheme
which reimbursed manufacturers whose products had less than 70 percent import
content. In its place the government enacted a duty/value added tax remission facil-
ity which allows exporters to purchase tax-free material inlputs locally. The govern-
ment has plans to establish a “green channel” to simplify and speed up current
ler’iq:.hy procedures for import licensing and foreign exchange allocation.

e government grants a one-time 50 percent investment allowance tax deduction
from the cost of industrial buildings, fixed plant, and machinery for investments
-outside Nairobi and Mombasa, and ten percent for those within these towns. This
has the overall effect of reducing income taxes in the start-up phase of a project.

Exporters to the regional market covering 18 countries which are members of the
Preferential Trade Area (PTA) Treaty receive advantages. Restrictive rules of origin
prohibiting foreign firms from participating in the PTA market have been elimi-
nated. Kenya is a member of the United Nations Conference on Trade and Develop-
ment, a contracting party to the General Agreement on Tariffs and Trade and a sig-
natory of the Lome Convention. Kenya has not signed the GATT/MTN agreements

negotiated in the Tokyo Round.
privately-owned export Jn'ocessing zone (EPZ) has been established in Nairobi
while government-sponsored EPZ’s are being constructed in both Nairobi and
Mombasa. The government allows a limited number of bonded warechouses for inves-
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tors producing for export. Such investors may import inputs duty free and make
local purchases free of sales tax. The two-year old private sector EPZ has 13 operat-
ing firms with five others approved to commence operations. In June 1993, the gov-
ernment allowed providers o exm-mlated services to participate in the EPZ.

There are 21 firms operating ugh the Manufacturing Under Bond Scheme. Al-
though it was implemented in 1988, not many investors have been enthusiastic due
to the bureaucracy involved in exporting. The government in conjunction with do-
nors ha:k set: up two schemes which provide grant assistance to exporters seeking
new markets.

Kenya has pmgressivelg reduced the corporate tax rate from 45 percent in the
1980’s to the current 35.0 percent. Withholding tax (ranging from 12.5 to 30 per-
cent) is imposed on royalties, interest, dividends, and management fees. Kenya's tax
treaties normall{ follow the Organization for Economic Cooperation and Develo
ment model for the prevention of double taxation of income. There is no tax treagr

with the United States.

7. Protection of U.S. Intellectual Property :

Kenya is a member of the World Intellectual Property Organization an%party to
the Paris Convention for the Protection of Industrial Property, and the Universal
Copyright, Geneva Phonogram and Brussels Satellite Conventions. Despite these
agreements, pirated books, records, videos, and to a limited extent, computer soft-
ware, find their way into Kenyan stores. Government inspection and existing Ken-
yan laws are inadequate. For example, the only manufacturer of records and cas-
settes in Kenya, Polygram Records Ltd., estimates the total cassette market at 2.5
n;irlligﬁ per year, of which 90 percent is pirated. Most videotapes in Kenya are also
pirated.

In 1990, the Kenyan government ixnﬁ}emented industrial property legislation and
established an Industrial Property Office for granting industrial property rights,
screening technology transfer agreements and licenses, and providing patenting in-
formation to the public. The office provides patents and uti itiy models, and indus-
t;'ial design certificates. It also acts as a receiving office for international applica-
tions.

Although Kenyan laws regarding copyright are not extensive, the Copyright Act
of 1989 provides for protectlgon from audio copyright infringement. Video copyright
infringement is not covered by the law, and is widespread. Trademark protection
is available from the Kenyan government for a Keriod of seven years from the date
of application. The first applicant for trademark protection is entitled to registra-

tion.

8. Worker Rights

a. The Right of Association.—Except for central government civil servants and
university academic staff, all workers are free to join unions of their choice. At least
33 unions in Kenya represent approximately 350,000 workers, or about 20 percent
of Kenya’s industrialized work force. Except for the 150,000 teachers who belong to

the Kenya National Union of Teachers ( ) and four other smaller unions reg-
istered by the ?ovemment, all other unions belong to one central body, the Central
Organization of Trade Unions (COTU).

ntil early 1993, Kenyan labor enjoyed harmonious relations with the central
vernment. In April, however, this changed as workers experienced a large rise in
the cdst of living. Blaming the government, COTU’s leaders called for an across-the-
board 100 percent wage increase and dismissal of Kenyan Vice-President Georige
Saitoti. The call culminated in a Labor Day ceremonies walkout by the Minister for
Labor, arvest of the COTU secretary-general and his senior associates on Labor Day,
a two-day national strike, which was observed in key sectors nationwide even after
the Minister had declared it illegal, and finally, a government-sponsored coup with-

in COTU.
Without waiting the normal seven-day period to veri&y the so-called elections, and
i

disregarding a legal challenge by the existing COTU oflicers, the Registrar of Trade
Unions immediately registered the new officers. These new officers were allowed to
occupy COTU headquarters. The issues of both the coup’s leqality and the act of the
registrar were still in court by early November 1993, but no international group rec-
ognized the new leadership.

In theory, the Trade Disputes Act permits workers to strike provided that 21 days
have elapsed following the submission to the Minister of Labor of a written report
detailing the nature of the dispute. In 1993, however, the Minister of Labor declared
illegal several strikes, notably the KNUT strike averted at the last minute in July
199%, even after labor had given the required notice. The other key strikes were the
national two-day strike after Labor Day, a one-day strike called by the Islamic Party
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of Kenya in Mombasa, and an air traffic controllers’ slowdown in November. The
militan‘; police, prison guards and members of the National Youth Service are pre-
cludeld klaw from striking. Kenyan labor legislation is silent on the issue of na-

tiona stg es.
Internationally, COTU is affiliated with both the continent-wide Organization of

African Trade Union Unity and the International Confederation of Free Trade
Unions, although the new COTU leadership threatened to withdraw from the
ICFTU over the cutoff in aid. COTU affiliates are free to establish linkages to inter-
national trade secretariats of their choice.

b. The Riqht to Organize and Bargain Collectively.—While not having the force
of law, the 1962 Industrial Relations Charter gives workers the right to engage in
legitimate trade union organizational activities. Both the Trade lﬁaputes K:t and
the Charter authorize collective bargaining between unions and employers.

Wages and conditions of employment are established in the context of negotiations
between unions and management. Government wage policg 8uidelines limit in.
creases to 75 percent of the annual rate of inflation. In 1993, COTU called for re-
moval of wage guidelines. Collective bargaining agreements must be registered with
the Industrial Court. In 1993, about 1,875 agreements in total were on file with the
Court, covering approximately 1 million union and non-union workers. Although the
Exgort Promotion Zone Authority has decided that local labor laws, including the
right to organize and bargain collectively, will apply in EPZ’s, in practice it has

granted many exemptions.
c. Prohibition of Forced or Compulsory Labor.—The Constitution proscribes slav-

ery, servitude, and forced labor. Under the Chief's Authority Act, a local authority
can require people to ‘perform community service in an emergency, but there were
no known instances of this practice in 1993. People so employed must be paid the
prevailing wage. The International Labor Organization’s (ILO) Committee of Ex-
perts has determined that this act contravenes ILO Conventions 29 and 105 con-

cerning forced labor.

d. Minimum Age for Employment of Children.—The Employment Act of 1976 pro-
scribes the employment of children under age 16 in any industrial undertaking. q‘he
law does not apply to the agricultural sector, where about 70 percent of the labor
force is employed, or the children serving as apprentices under the terms of the In-
dustrial Training Act. Ministry of Labor officers are authorized to enforce the mini-
mum age statute. Given the high levels of adult unemployment and under-employ-
ment, the employment of children in the formal wage sector in violation of the Em-
ployment Act is not a significant problem.

e. Acceptable Conditions of Work.—In 1993, minimum unskilled worker salaries
averaged less than $20 per month. The normal week, by law, is limited to 62 hours,
except for nighttime employees (60 hours) and agricull.ural workers (excluded). Non-
agricultural workers receive one rest day in a week minimum, one month’s annual
leave, and sick leave. By law, total hours worked (i.e. refular time plus overtime)
in any two week period for night workers can not exceed 144 hours. The Ministry
of Labor is tasked with enforcing these regulations, but reported violations are few.
The Factories Act of 1951, which sets forth detailed health and safety standards,
was amended in 1990 to encompass the agriculture, service and government sectors.
Inspectors in 1992-3 conducted 16,132 inspections due to an ILO-funded roject.
This altered the previous practice of responding only to worker complaints. istle
blowers” are not mtectes, however. Kenya's worker compensation regulations do
not yet comply with provisions of ILO Convention No.17.

f. Rights in Sectors With U.S. Investment.—Worker rights in sectors with U.S. in-
vestment do not differ from other sectors of the economy.

Extent of U.S. Invéstment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992

[Millions of U.S. dollars)

Category Amount

PetroleUm ..ccccovvvniiiinnreeeisirresssnsseseenssseessssssesessssssnsesssssessssans 22
29

Total Manufacturing ........c.ceveninneniinisnnsnnnscssnicsensanne
Food & Kindred Products ........c.cocovmieiiinnccinsccncnesunsnninns
Chemicals and Allied Products ........cc.ccccevnrininnneviinincanes
Metals, Primary & Fabricated ..........cccoceniivivninniiniinecanes
Machinery, except Electrical ........ccccovvererninnicnnnnnnnnen
Electric & Electronic Equipment ........cccconvvvvncninnincsnnens
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Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992—Continued

HOM) B ...oeviiincinnnssncecsanccsanesensesssassscsnssssnesansssasnnsse

(Millions of U.S. dollars]
Category Amount
Transportation Equipment ..........ccoeeverernercnnsunnscssannsnsssesens (1)
Other Manufacturing . 1)
Wholesale TraAE ......c.cunucecssssserasasssstaresaresessasasesessasassssesessenes 1
Banking ....... Q)
Finance and INBUFANCE .........ceruerererenesunnsesesisesssesesesssassesnsess ¢))
Services ... “ 9
OLher INAUBLIES 1ovvorerssmmerescrrerersmmeresins sessssesnsssansann 0
TOTAL ALL INDUSTRIES . reerereneassnennenesaens 88
1 Suppressed to avoid disclosing data of individual companies.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
NIGERIA
Key Economic Indicators
(Billions of naira unless otherwise noted)
1991 1092 19931
Income, Production, and Employment:
Real GDP (1984 factor cost) .........ccceveeeenrerrerennnns 94.6 98.4 N/A
Real GDP Growth (pct.) ............ erssrereresnensasaennane 4.5 4.2 N/A
GDP (at current prices) .......cccceerrervencnerereesenenens 324.8 4434 N/A
By Sector (1984 factor cost):
AGriculture ......ccniviinienneneencnnenenennne 36.8 37.9 N/A
Energy and Water ..........cccoeerenvenerrvenenererenns 13.1 13.3 N/A
Manufacturing ..., 7.9 8.5 N/A
Construction .........cceccnniiennnnennenncnesssnsnnen 18 1.9 N/A
Rents ....ccvivireienninennnessiniennsensnenenneenessssssnens 24 25 N/A
Financial Services ...........ccccceeeverenrrnnrennurnnnnenene 82 8.5 N/A
20ther Services .........ccceveecencrisnsenenne . 16.6 17.0 N/A
Government, Health and Education 7.9 8.9 N/A
Real Per Capita GDP .......ccccevvveevvccvvnnreennnncnnenns 272 240 N/A
Labor force (millions) ........cceueininircenveninnsiiesanins 30.5 325 34.5
Unemployment Rate (pct.)2 .........ccocovvuivecrincnnnne 29 4.0 4.0
Money and Prices:
Money supply (M2) (Naira billion) ...........c........ 86.2 135.4 199.8
Base Interest Rate ........ccccoviinneveniiciinennnsecssennes 20.1 26.7 38.2
Personal Savings Rate ...........ccoovevninrinniiinnnns 13.9 15.6 19.1
Consumer Price Index (FOS)3 ..........cccouvvrvcnnee. 330.9 478.4 728.3
Exchange Rate (Naira per $):.
Official (annual average) ...........ccocrurirecsvcrenne 9.9 17.6 224
Parallel ......eiiiivinnsennnnnninsiieiemsss 13.5 20.5 34.6
Balance of Payments and Trade (billion U.S. dol-
lars unless noted):
Total Exports FOB«4 ..........ccccoveicnninnnnnnnnccnscsenns 12.3 11.9 N/A
Exports to the US .....ccccirninnrenninnennernscnnnns 5.4 6.1 6.2
Total Imports CIF ¢ .........ccvvnivininnnccsninssinnes 78 8.3 N/A
Imports from the U.S ........c.coevrimninncncninnnnns 0.8 1.1 0.9
Aid from U.S. ($ million) ......ccccurvenecnesnnsnsennnnns 11.2 16.5 22.8
External Public Debt ........ccccocereucnnesniuecncrnerssonnns 33.7 276 32.0
Debt Service Payments ..........ccccceernvieniinnsinininenas 4.2 24 24
Gold and Foreign Exchange Reserves (N bil-
44.2 13.9 17.9
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Key Economic Indicators—Continued
(Billions of naira unless otherwise noted)

1991 1992 19931
Trade Balance4 .........c.ceeenencnessssssssessssassens 4.5 3.7 N/A
Balance with U.S ........ccocvriernnenncrnnesescaeesaensonne 4.6 4.1 5.3

N/A—Not available.

1Figures projected from data available in October 1993.
8According to Federanl Office of Statistics data. Embussy estimates unemployment at 30 to 40 percent.

3Base year 1985, Federal Office of Statistics.
4 Merchandise only, not including services and income.

SEnd of year figures.
Sources: Central Bank of Nigeria, IMF, Federal Office of Statistics, U.8. Department of Commerce, and

U.S. Embassy estimates.

1. General Policy Framework

Though blessed with considerable human and material resources, Nigeriu is one
of the poorest countries in the world, and ended up 21st-lowest in GNP per capita
according to a 1993 World Bank ranking. Its population of 88 million (according to
the 1992 census) is the largest in Africa. Nigeria’s crucial petroleum sector provides
the government with over 95 percent of all foreign exchange earnings and 83 per-
cent of budgetary revenue. Agriculture, which accounts for nearly 40 percent of GDP
and ermplqya about two-thirds of the labor force, is dominated by small-scale subsist-
ence farming.

After a period of relative fiscal austerity in the late 1980’s, the Nigerian Govern-
ment has run budget deficits ranging from 9.8 to 12.4 percent of GDP since 1990.
Proposals to reduce the deficit include reducing la{fe government fuel price sub-
sidies (the official price of gasoline was about seven U.S. cents per gallon in October
1993), shelving a number of government projects which are of doubtful economic
value, and reducing leakages from government income due to corruption. The gov-
ernment announced plans to institute a modified value-added tax (MVAT) in Octo-
ber 1993. If it can be implemented as slnnned, the MVAT would impose a flat &
percent tax on a wide range of goods and services, and would serve as a major new
source of government revenue.

Over the last several years, monetary policy has been driven by the need to ac-
commodate the government’s bud;i:at deficit and a desire to reduce the inflationa
impact of the budget deficit on the economy. Deficits at the federal level are fi-
nanced primarily by borrowing from the Central Bank of Nigeria (CBN), which held
83 percent of the government’s domestic debt at the end of 1992. Since the Central
Bank monetizes much of the deficit, budgetary shortfalls have a direct impact on
the money supply and on price levels, which have risen rapidly in recent years.

In an effort to mitigate the inflationary effects of government deficits, the Central
Bank has since 1990 forced the banking sector to finance part of the deficit through
large purchases of government securities. In July 1993, the Central Bank also began
auct.ioninq3 treasury certificates to the banking sector at competitive rates in an at-
tempt to finance more of the deficit through voluntary purchases from the private
sector. While these measures have succeeded in limiting the budget deficit’s infla-
tionary effects, they have also served to “crowd out” long-term private sector borrow-

ing by driving up interest rates.

2. Exchange Rate Policies

The Central Bank of Nigeria administers an official Foreign Exchange Market
(FEM) in which it sells hard currency to licensed banks at a set exchange rate. The
FEM exchange rate for the naira is pegged to the U.S. dollar, and varies with the
dollar against other currencies. Though the official naira/dollar exchange rate is pe-
riodically adjusted, it has been held at 21.99 naira per $1.00 since April 1993.

Outside the official foreign exchange market, foreign exchange can legally be
bought and sold at the “autonomous” or free market rate at bureaux de change. Be-
sides the FEM and the bureaux de change, foreign investors may also purchase
naira using Nigerian debt instruments obtained on the secondary market through

m can provide investors with a pre-

the CBN’s debt conversion program. This pmfra

mium over the official exchange rate; special restrictions apply to dividend remit-

tances and c?iltal repatriation, however. Even for normal remittances, lengthy ad-
ela

ministrative 8 are common. Nigeria maintains a comprehensive system of ex-
change controls; individual transactions must receive the approval of the Ministry

of Finance before external remittance is allowed.
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3. Structural Policies

As stated in the December 1989 “Industrial Policy of Nigeria,” the government
maintains a system of tax incentives to foster the development of particular indus-
tries, to encourage firms to locate in economically disadvantaged areas, tc promote
research and devek}gment in Nigeria, and to favor the use of domestic labor and
raw materials. The Industrial Development (Income Tax Relief) Act of 1971 provides
incentives to “pioneer” industries—industries deemed beneficial to Nigeria’s eco-
nomic develorment. Companies given “pioneer” status may enjoy a non-renewable
tax holiday of five years, or seven years if the pioneer industry is located in an eco-
nomically disadvantaged area.

Nigeria we%t;im that an international inspection service certify the price, quantity
and quality before shipment for all private sector imports. All containerized ship-
ments, irrespective of value, and all 'gooda exported to Nigeria with a cost, insur-
ance, and freight (CIF) value greater than $1,000 are subject to preshipment inspec-

tion.

4. Debt Management Policies

Nigeria’s foreign debt ballooned from $13 billion in 1981 to $24 billion in 1986
when sharply lower oil revenues and continued high import levels created laglge bal-
ance of payments deficits. By the end of 1992, total external debt (not including ar-
rears) had reached $27.6 billion, with 59 percent of the debt ($16.4 million) owed
to the creditor governments of the Paris ub, and the rest spread among London
Club banks ($2.1 billion), commercial creditors ($3.2 billion), multilateral agencies
($4.5 billion), and others ($2.3 billion).

In January 1992, in an effort to reduce its external stock of debt, the Nigerian
Government concluded an agreement with the London Club which gave commercial
banks a menu of ogtions from which to choose in reducing Nigeria's commercial
debt. The menu included debt buy-backs (at 40 cents on the dlgflar), new money
bonds, and collateralized par bonds. As a result of the agreement, Nigeria was able
to reduce its external debt by $3.9 billion, but the accumulation of arrears on other
debt since that time has brought external debt back to previous levels. Including
arrears, official foreign obligations exceed $32 billion as of ber 1993.

During the lggﬁod 1986 to early 1992, on the basis of a comprehensive Structural
Aﬂ;ustment gram (SAP), Nigeria reached three standby agreements with the

. The most recent of these was approved in January 1991 and expired in April
1992. Discussions with the IMF since then have not resulted in a new agreement.

Nigeria’s most recent rescheduling agreement with the Paris Club exgired at the
same time as its standby ment and debt repayment obligations have grown
significantly. Nigeria’s record on debt repayment, meanwhile, has deteriorated. In
1992, Nigeria made debt service payments of $2.4 billion, against interest and prin-
cipal payment obligations of $5 billion. Faced with similar obligations in 1993, budg-
eted external debt service payments for 1993 are only $2.0 billion, meaning Nigeria
will accumulate arrears of approximately $3 billion during the year.

5. Significant Barriers to U.S. Exports

Nigeria abolished all import licensing requirements and cut its list of banned im-
ports in 1986. As of October 1993, the importation of approximately 22 different
items is banned, grincipally aﬁ'icultural items and textiles. These bans were ini-
tially implemented to restore Nigeria's agricultural sector and to conserve foreign
exchange. Although the bans are compromised by widespread smu%%lling, the re-
duced availability of grains has raised prices for both banned commodities and lo-
cally groduced substitutes. The higher prices have helped to expand local produc-
tion, but Nigerian agriculture continues to wrestle with other adverse factors such
as bad weather, disease, lack of credit, poor distribution of such inputs as fertilizer,
fungicides, and pesticides, and marketing constraints. In April 1993, the govern-

ment issued a decree lifting the wheat ban, and U.S. imgorts of the virain are on
the rise. Publication of the lifting decree in the Official Gazette, whi will make
the lifting of the ban permanent, 18 t{_)mmised to occur before the end of 1993.

In some cases, Nigeria uses tarifls as a substitute for administrative controls on
imports. For example, the 200-percent duty on;gnﬂy imported cigarettes, which re-
placed a ban on clgarette imports in January 1990, amounts to a virtual ban.

In December 1989 the government libeﬁiyzed the Nigerian Enterprises Promotion

Decree to allow 100 percent foreign equity ownership of Nigerian businesses in cer-
tain cases. The rule applies to new investments only and is not retroactive. The gov-
ernment also allowedp Fomign firms to invest in 40 lines of business normally
reserved for 100-percent Nigerian ownership if they invest a minimum of 20 million
naira (about $300,000 at the current offical exchange rate). Reserved sectors in-
clude: advertising and public relations, commercial transportation, travel services,
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and most of the wholesale and retail trade. The list of reserved sectors is one factor
that has d»revented the conclusion of a bilateral investment treaty between Nigeria
and the United States. Banking, insurance, petroleum prospecting, and mining con-
tinue to require 60 percent Nigerian ownership.

An expatriate quota system is place, and government ap‘)roval is required for resi-
dency permits for expatriates occupying positions in local companies. The number
of expatriate positions approved is dependent on the level of capital investment,
with additional expatriate positions considered on a case by case basis. In the past,
this system has caused relatively few problems for U.S. firms.

Nigeria generally uses an open tender system for awarding ofovernment contacts,
and foreign companies incorporated in Nigeria receive national treatment. Approxi-
mately five percent of all government procurement contracts are awarded to U.S.
companies. Nigeria is not a signatory to the General Agreement on Tariffs and
Trade (GATT) Government Procurement Code.

6. Export Subsidy Policies

In 1976, the government established the Nigerian Export Promotion Council

(NEPC) to encourage development of non-oil exports from Nigeria. The council ad-
ministers various incentive programs including a duty-drawback program, the Ex-
port Development Fund, tax relief and capital assets depreciation allowances, and
a foreign currency retention program. The duty-drawback or manufacturing in-bond
program is designed to allow the duty-free importation of raw materials to produce
goods for export, contingent on the issuance of a bank guaranteed bond. The per-
ormance bond is discharged upon evidence of exportation and repatriation of for-
eign exchange. Though meant to promote industry and exportation, these schemes
have been burdened by inefficient administration, confusion, and corruption, causing
great difficulty and in some cases losses to those manufacturers and exporters who
opted to use them.

The NEPC also administers the Export Expansion Program, a fund which pro-
vides grants to exporters of manufactured and semi manufactured products. Grants
are awarded on the basis of the value of goods exported, and the only requirement
for participation is that the export proceeds be repatriated to Nigeria. Though the
grant amounts are small, ranging from two to five percent of total export value, they
appear to be subsidies as designated by GATT, and may violate GATT rules. .

7. Protection of U.S. Intellectual Property

Nigeria is a signatory to the Universal Copyright Convention (UCC) and the Bern
Convention. In early 1993, Nigeria became a member of the World Intellectual Prop-
erty Organization (WIPO) thereby becoming party to most of the major international
agreements on intellectual property rights. Cases involving infringement of non-Ni-
gerian copyrights have been successfully prosecuted in Nigeria, but enforcement of
existing laws remains weak, particularly in the patent and trademark areas. De-
spite active participation in international conventions and the apparent interest of
tlge government in intellectual property rights issues, little has been done to stop
the widespread production and sale of pirated tapes, videos, computer software and
books in Nigeria.

The Patents and Design Decree of 1970 governs the registration of patents. Once
conferred, a patent gives the patentee the exclusive right to make, import, sell, or
use the products or apply the process. The Trade Marks Act of 19656 governs the
registration of trademarks. Registering a trademark gives its holder the exclusive
right to use the registered mark for a particular good or class of goods.

e Copyright Decree of 1988, based on WIPO standards and U.S. copyright law,
currently makes counterfeiting, exporting, importing, reproducing, exhibiting, per-
forming, or selling any work without the permission of the coryright owner a crimi-
nal offense. Progress on enforcing the 1988 law has been slow. The expense and
length of time necessary to pursue a copyright infringement case to its conclusion
are detrimental to the prosecution of such cases.

In the past, few companies have bothered to secure trademark or patent protec-
tion in Nigeria because it is generally considered ineffective. Losses from poor intel-
lectual property rights protection are substantial, although the exact cost is difficult
to estimate. The majorit{ of the sound recordings sold in Nigeria is pirated and the
entire video industry is based on the sale and rental of pirated tapes. Satellite sig-
nal piracy is common, but any infringement of other new technologies is infrequent,
as most computer and computer-related technologies are not yet widespread. The
International Intellectual Property Alliance estimated that U.S. companies lost $39
million in 1988 due to copyright piracy, excluding losses from computer software.
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8. Worker Rights

a. The Right of Association.—All ngerian workers, with the exception of members
of the armed forces and employees of “essential services,” may join trade unions. Es-
sential sectors include, fireflighters, police, employees of the central bank, the secu-
rity printers and customs and excise . Utilities, the national airline, public sec-
tor ente?mses and the post office are not considered essential services and are
unionized. Nigerian labor unions have proposed that unions be banned only for the
armed forces, firefighters and police. vernment is unlikely to act on this pro-
posal, however, until the transition to a civilian government is complete. Under Ni-
gerian law, enterprises with more than 50 employees must recognize trade unions
and pay or deduct dues. Most of the agricultural sector, the informal sector and
practically all small industries and businesses remain non-unionized. The right to
strike is recognized by law, except in the case of essential services. While the trade
union movement has considerable latitude for action, it remains subject to govern-
ment oversight. The government has established a single central labor body, the Na-
tional Labour Congress (NLC), by forcibly merging the country’s industrial unions.
Nigerian labor unions are allowed to affiliate with international organizations, but
only for training and educational purposes.

b. The Right to Organize and Bargain Collectively.—Nigerian labor law grants
both the right to organize and the right to bargain collectively. Collective bargaining
is, in fact, common in many sectors of the economy. The Nigerian Industrial Court,
an independent arm of the judiciary, handles complaints of antiunion discrimina-
tion. However, the government retains broad authority over labor matters and can
intervene forcefully to end debate on issues that it feels contravene its essential po-
litical or economic programs. As a result, unions often take their demands directly
to the government rather than to the emplﬁn.

c. Prohibition of Forced or Compulsory bor.—»Ni§eria’s 1989 Constitution pro-
hibits forced or compulsory laber, and this prohibition is generally observed.

d. Minimum Age for Emgll:yment of Chi .—Nigeria’s 1974 Labor Decree pro-
hibits employment of children under 16 years of r:Ye in commerce and industry,
while allowing child labor in home-based agricultural or domestic work. Casual ob-
servation of the informal sector in urban areas, however, suggests that child labor
is widespread. Children between the ages of 13 and 15 are allowed, under specific
conditions, to undertake apprenticeships in a wide range of crafts, trades and state
enterprises. Apprentices over the age of 15 are not specifically regulated by the gov-
ernment. Primary education is compulsory in Nigeria though the law is only spo-
radically enforced, particularly in rural areas where most Nigerians live.

e, Acceptable Conditions o£ 'ork.—Nigerian labor law establishes a 40-hour work-
week, prescribes 2 to 4 weeks of annual leave, and sets a minimum wage for com-
merce and industry. Desﬁite this, the minimum wage has not kept up with Nigeria’s
high inflation rate and the falling value of the naira. The general health and safety
provisions contained in Nigerian labor law, some aimed specifically at youth and fe-
male workers, are enforceable by the Ministry of Labour. Employers are required
to compensate injured workers and dependent survivors of those killed in industrial
accidents. Enforcement of these provisions remains spott{\.

f. Rights in Sectors With U.S. Investment.—Worker rights in petroleum, chemicals
and related products, primary and fabricated metals, machinery, electric and elec-
tronic equipment, transportation equipment, and other manufacturing sectors are
not signeﬁicantly different from those in other major sectors of the economy.

Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992

[Millions of U.S. dollars)
Category Amount

Petroleum ........ccccveniiunnnne . 159
Total Manufacturing curestsatssesrsssenasnttsnsertosnassesnesassetersetsn 63

Food & Kindred Products - (1)

Chemicals and Allied Products .........cccocecunvenrcnnscnenisnnnns 17

Metals, Primary & Fabricate«! 2

Machinery, except Electrical 0

Electric & Electronic Equipment ..........cccceeicernncencesarunnes 2

Transportation Equipment ............. 6

Other Manufacturing ... : (1) -

Wholesale Trade reressresersesssesraressasaresssaesseressnresaases
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Extent of U.S. Investment in Selected Industries.—U.S. Direct In-
vestment Position Abroad on an Historical Cost Basis—1992—

Continued
[(Millions of U.S. dollars]}
Category Amount
Banking ....... teesrssssanestntstsnataiesstsasntsasnnasesenes )
Finance and INSUFANCE ...........cocrereverernsacnessnnnencsssensssesessassenes (1)
SBIVICEB ...ccccriunnnrsarinsanssnsanssnasanssnssnisansssnssassassssssostssssssssonsssenss 4
Other INdUBLIries .......cccveiienninsinesncsnssnnsnnssnsersnssnnsrsssnaesssssnsss 0
TOTAL ALL INDUSTRIES reressssseasanssrstessanenssnns 274
1Suppressed to avoid disclosing data of individual companies.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
SOUTH AFRICA
Key Economic Indicators
(Billions of rand unless otherwise noted)
1991 1992 19932
Income, Production, and Employment:
Real GDP (1985 prices)2 ........ccceerrencsrennsaesensens 110.8 117.0 116.9
Real GDP Growth (pct.) ....ccccvvnnnncsennnninsnssenes -04 -2.1 0.0
Real GDP (at current prices)2 .............coceruruuinees 267.9 295.6 322.1
By Sector:
AGTiculture ........ccoiiviiniinininnninesntinis 13.0 116 16.6
MINING crvveoreeveeeeenscssesmsnssssssessstesssisssssssssssnanes 27.0 27.0 30.5
Energy and Water ..........coccveininicnenvensnensenns 11.7 12.7 13.6
Manufacturing .........ccvccnmssnnsssssnisennssnsensrnsnens 66.6 73.7 78.9
Construction .........ccenvveneniensessnnensssssssssnnssessens 8.2 8.8 9.2
Wholesale/retail trade .........ccccouvueevcneierrnncensenns 36.2 40.6 43.2
Financial 8ervices .......c..ccocevrvinniinesisnsinseneene 39.7 46.0 51.2
Other 8ervices ........c.vecveiisissmnsnsssnssiaisssiees 6.4 7.3 7.8
General government ...........ococvevneisensesisneenne 40.0 46.6 61.2
Net Exports of Goods and Services .............c..... 5.9 3.6 2.9
Real Per Capita GDP (1985 rand) .........cccceucune 3,498 3,349 3,200
Labor Force (millions) 3 ...........cccvnivnvnnccisenns 11.6 12.0 12.3
Unemployment Rate (pct.)3 .......cocvreveieiccnnnnns 39.0 40.0 46.0
Money and Prices (annual percentage growth):
Money Supply (M2) ....cccconvinrnsensennnniccnsascsnisnn 16.1 10.9 1.81
Prime Overdraft Rate (pct.)4 .......cccocvnvcnnnnnens 20.25 17.25 16.26
Personal Savings to Disposable Income (pct.) .. 1.6 2.6 2.2
Producer Price Index (year-end pct. change) .... 114 8.5 7.0
CPI (year-end pct. change) .........cocceevericnriruniaene 156.3 14.0 8.0
Exchange Rate ($ per rand): 5
Commercial Rand .......ccccecernrvennrinnssnssncrcsnisnssns .36 .35 31
Financial Rand ..........ccccvvvnnninnnnininneeseesisncnnens 32 .28 22
Balance of Payments and Trade (billions of U.S.
dollars):
Total Exports (FOB) .......cc.ccevvnrcnisnssnncsnsusniansesnns 23.7 23.6 N/A
Exports to U.S ......ccocouvnicrennnnnniicsiresennsnncnenens 1.7 1.7 1.7
Total Imports (FOB) ......cccccevenrurnsnrininnnrescsninenns 174 18.2 N/A
. Imports from U.S ........ovrveiininvenninenenininnnne 2.1 24 24
Aid from U.S. ($ million USFY basis) ............... 50.0 80.0 80.0
Aid from Other Countries .........c.cumcenernsesnenes N/A N/A N/A
External Public Debt .........cccccvvnircnicervinsnnennnn 6.8 6.5 N/A
1.7 1.6 0.8

Debt Service (paid) .......ccevueeereneneesnnsesnsssnsnescnns
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Key Economic Indicators—Continued
[Billions of rand unless otherwise noted)

1991 1992 19931
Gold and FOREX Reserves (gross) .................... 9.8 11.2 9.2
Current Account Balance 6.2 3.9 2.9
Trade Balance with US, -04 -0.7 -0.7

N/A—Not available.
11983 Figures are all estimates based on monthly data as of June 1983.

SGDP at factor cost.
38tatistics deperding on population data are unreliable; official black population and unemployment rates

are understated. While the Central Statistical Services no attempts to quantify black unemployment,
most economists believe the rate is in excess of 40 percent. Unemployment among other racial groups is
ower.

4As of Dec. 31.

SAverage annual rate.

1. General Policy Framework

South Affrica is a middle-income country with a modern industrial sector, well-de-
veloped infrastructure, and abundant natural resources. Most economists agree that
South Africa has the potential to grow at an annual rate above five percent; yet an-
nual economic growth over the past decade averaged less than one percent in real
terms; no new net jobs were created in the manulacturing, mining, or cultural
sectors; and per capita incomes declined sharply. The rate of real GDP growth
turned negative in early 1989, and contracted by one-half percent in both 1953) and
1991. The decline in the economy became more severe in 1992, as the nation battled
the longest recession in over exghznyem. Besides being affected bxtthe present
worldwide recession and the worst drought of the century, the South African econo-
m poor performance during this period could be explained by several structural

rs:

—Apartheid policies have led to inefficient use of human resources,
underinvestment in human capital, labor rigidities, and large budgetary outlays

for duplicative layers of government and facilities;

—Consumer inflation persisted at double digit levels (since the early 1970s) until
1993 when it dropped into the single digits;

—Labor productivity has been low and declining, outstripped by high average
wage increases;

—The government has intervened extensively in the economy to protect inefficient
induts_triea, provide employment to its constituents, and combat foreign economic
sanctions;

—Foreign and domestic investment has been limited by political uncertainty, con-
tinuing violence, labor unrest, and the concern over the role of the private sec-
tor in a post-apartheid South Africa.

In 1993, GDP registered positive growth for the first time in four years with 1.4
and 6 percent growth respectively ia the first and second quarters. Despite the sur-
prising increase in the second quarter, which was due mainly to the recovery in the
agriculture sector, the rest of the economy is still bumping along the bottom. It is
predic}e{l 9;3“ the South African economy will register zero growth over the full

ear o . -
y The South African government has taken steps to address some of the structural
problems within the economy. While there is a long way to go in eliminating the
effects of apartheid and meeting the aspirations of the black community, some
rogress has been made in reducing economic distortions caused by racial policies.
gal restrictions which prevented black South Africans from owning businesses,
obtaining skilled jobs, or living in mg’ot urban centers were lifted in 1991. Black
trade unions have been recognized. Spending on socio-economic development for
blacks, including education and health care, has increased in recent years, although
it still remains far below spending on white services. Much remains to be done, and
the effects of past policies, particularly the legacy of the “bantu” education system,
will be felt for many years.

Over the last decade, quantitative credit controls and administrative control of de-
posit and lending rates largely disa red. The South African Reserve Bank now
operates similarly to western cent anks. It influences interest rates and controls
liquidity through its rates on funds provided to private sector banks, and to a much
smaller degree through the placement of government paper. In the past three years,
restrictive monetary policy— nmml!b the maintenance of a relatively high central
bank lending rate—has souggt to curb domestic spending on imports and to reduce
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inflation. Economists believe that the downward trend in M3 growth and producer

prices is beginning to have an impact on consumer price inflation, which has re-

:‘lnainehdt in the 16 percent range primarily because of higher food prices due to the
rought.

Traditionally, South Africa has adopted conservative fiscal policies. In the late
1980’s, however, revenues lagged behind spending, leaving large deficits to be fi-
nanced through.borrowing and putting pressure on private capital markets. Since
1990, the government of President de Klerk has adopted more restrictive fiscal poli-
cies, although the 1992/93 budget ended in a deficit of R31.1 billion, approximately
11 percent of GDP, as spending outpaced revenues. Estimates for the deficit before
borrowing in fiscal 1993/94 are significantly lower, reaching R7.6 billion, or roughly
8.6 percent of GDP. Nevertheless, pressure is growing for the government to use fis-
cal policy to address socio-economic needs in education, health care and housing for
the majority of South Africans.

The South African government controls substantial portions of the economy, in-
cluding much of the petroleum, transportation, armaments, electric power, commu-
nications, aluminum, and chemical sectors. In early 1988, then State President P.W.
Botha announced a program of widespread privatization. However, the proposal at-
tracted much political opposition, and further large-scale privatization has been put
on hold until a government of national unity is in place.

2. Exchange Rate Policy

Faced with large scale capital outflows in 1985, the Reserve Bank reimposed com-
prehensive exchange controls, including a dual exchange rate previously abolished
in 1983. The Bank maintains one exchange rate (the financial rand) for foreign in-
vestment flows and outflows, and another (the commercial rand) for all other trans-
actli(;lns. This effectively cushions the economy from the effects of international cap-
ital flows.

Under South African exchange regulations, the Reserve Bank has substantial con-
trol of foreign currency. The Reserve Bank is the sole marketing agent for gold, '
which accounts for about 30 percent of export earnings. This provides the Bank with
wide latitude in influencing short term exchange rates. Except for a period in 1987
when the bank followed an implicit policy of fixing the rand aﬁainst the dollar, mon-
etary authorities normally allow the rand to adjust periodically with an aim to sta-

bilize the external accounts.
The instability in the international foreign exchanfe markets and South Africa’s
weak overall balance of payments caused the nominal effective exchanlge rate of the
commercial rand to depreciate by 4.8 percent in the second quarter of 1993 and by
a further 0.3 percent by the end of August 1993. (The real effective exchange rate
of the rand declined by 2.2 percent in the second quarter of 1993). In this period
the rand depreciated against most of the currencies of South Africa’s main trading
partner countries, particularly the Japanese yen. However, it also depreciated fairly
sharply against the U.S. dollar and British pound over this period. Owinﬁ largely
to the continued interest in South African gold mining shares and reasonably favor-
able progress in the constitutional negotiating process, the financial rand remained
relatively stable during the first seven months of 1993.

3. Structural Policies

Prices are generally market determined with the exception of petroleum products.
Purchases by government agencies are by competitive tender for project or supply
contracts. Bidders must pre-qualify, with some preferences allowed for local content.
,Parastatals and major private buyers, such as mining houses, follow similar prac-
' tices, usually inviting only approved suppliers to bid.

The primary source of government revenue in South Africa is income tax. Al-
though the government planned to lower both individual and company tax rates
over five years, the present recession induced revenue crisis ended the plan after
its first year. The 1992/3 budget kept the maximum personal income tax rate at 43
percent on incomes above R80,000 for married and R56,000 for single taxpayers,
and the corporate income tax rate at a flat rate of 48 percent.

In September 1991, the government shifted from a 13 percent general sales tax
to a 10 percent value-added tax levied on man{ additional goods and services that
had been exempt from GST. In April of 1993, the VAT rate increased to 14 percent
in an attempt to cover the shortfall in current government revenues and to meet
increasing demands for social spending. The government is also negotiating with
labor and consumer groups over the taxation of basic foods. South Africa raises ad-
ditional revenue through customs duties, excise taxes, import surcharges, and
through estate, transfer, and stamp duties. There are no export taxes, but import
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duties as high as 100 percent in the case of certain luxu ds protect local indus-
try and provide substalx)::.ial revenue. v goocE P e

4. Debt Management Policies

South Alfrica’s external debt situation continued to improve in recent years. At the
end of 1992, foreign debt amounted to $17.3 billion, witﬁ the private sector account-
in% for about $10.8 billion of this total. The ratio of total foreign debt to GDP in
1992 was 15.1 percent, and the ratio of interest gayments to total export earnings
was 6.7 percent. Debt repayment obligations in 1993 are estimated to be R4 billion
to R5 billion, although increasing access to international capital markets should
allow South Africa to refinance at least half of that debt.

In 1985, faced with large capital outflows, intense pressure against the rand, and
a cutoff of its access to foreign capital, the South African government declared a uni-
lateral standstill on amortization payments. Interest payments were continued, and
amortization payments due to international organizations and foreign governments
were not affected, obviating the need for a Paris Club rescheduling. The debt “stand-
still” was regularized in an arrangement with private creditors in 1986. In 1990,
South Africa and its private creditors negotiated a third extension of that arrange-
ment through the end of 1993. In September of 1993, the government, with the con-
sensus of South Africa’s major political parties, finalized a debt agreement with
major western banks on $5 billion worth of mostly private debt caught inside the
“standstill net.”

South Africa is a member of the World Bank and International Monetary Fund
(IMF) and coniinues Article IV consultations with the latter organization on a re%x-
lar basis. With the establishment of the Transitional Executive Council (TEC),
South Africa’s eligibili** for Bank loans is now under review, Since July 1991, when
President Bush lifted wie Title III sanctions of the Comprehensive Anti-Apartheid
Act of 1986 (CAAA), the South African Government has been ‘pressing its case for
access to IMF funds as a “safety net” for further expansion of the economy and a
seal of international approval on recent government moves to dismantle the apart-
heid system.

After some twenty-seven F‘years of relative economic isolation, South Africa appears
set to become another IMF borrower country. Aﬁproval of the SAG’s application to
the IMF for an estimated $850 million drou% t-related loan appears imminent.
Gaining access to the drought facility will enable the government to replenish its
foreign exchange reserves and normalize relations with the international financial

community.

5. Significant Barriers to U.S. Exports

Under the terms of the Import and Export Control Act of 1963, South Africa’s
Minister of Trade ~nd Industry may act in the national interest to prohibit, ration,
or otherwise regulate imports. Current regulations require import permits for a
wide variety of goods, including foodstuffs, clothing, fabrics, footwear, wood and
paper products, refined petroleum products and chemicals. Surcharges on imported
goods, which range as high as 100 percent, are the most significant barriers for U.S.
exports. The Department of Trade and lnciustry is attempting to simplify its system
of tariffs, but some tariffs have been increased in the process, including hikes of up
to 180 percent on certain steel products. Local content requirements also apply in
certain industries, most notably in motor vehicle manufacturing.

The lifting of Title 111 sanctions in the Comprehensive Anti-apartheid Act (CAAA)
in July 1991 eased restrictions on the import of certain U.S. products into South
Africa and permitted U.S. nationals to make new investments in South Africa. All
remaining portions of the CAAA were repecaled in November 1993. Regulations still
prohibit 6&0 firms from exporting to South African police or military organizations.
Arms exports to South Africa are also prohibited.

6. Export Subsidies Policies

Government incentives to export are divided into four categories: compensation for
a portion of import duties; a proportion (10 percent) of value added during manufac-
ture; financial assistance for activities such as market research and trade fairs; and,
income tax allowances. Other direct and indirect export subsidies are available to
local manufacturers, particularly for factories located in designated development
areas. Subsidies include electricity and transport rebates, export finance and credit
guarantees and marketing allowances, although these export policies are presently
under review.

Several different programs provide incentives for local exporters. The General Ex-
port Incentive Scheme (GEIS) encourages the export of manufactured products with
a high value added content. Provisions of the Income Tax Act provide tax allowances
for capital goods and property used to add value to base metals and intermediate
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products for export and income tax allowances for expenses incurred in promoting
or maintaining an export market. The Export Marketing Assistance Scheme, a lim-
ited program, provides assistance for export market research and trade fairs and
mission. The Structural Adjustment Pm%:am provides export incentives tailored to
;{eqiﬁc industries, most notably motor vehicles and textiles and clothing. Under the

egional Industrial Development Program, a new or relocating business can apply
for incentives under a uniform, five-year program by locating anywhere outside the
Johannesburg-Pretoria and Durban areas.

7. Protection of U.S. Intellectual Property Rights

South Africa’s attendance at meetings of the World Intellectual Property Organi-
zation (WIPO) has been barred by a resolution of that organization, but it remains
a member. The country is also a signatory of the Paris and Bern Conventions. South
Africa’s_intellectual property laws and practices are generally in conformity with
those of the industrialized nations, including the United States. There is no dis-
crimination between domestic and international holders of intellectual property
rights. The basic objective of South African government policy with respect to for-
eign intellectual propertly n'%hts holders is to secure access to foreign technology and
information. Copyright legislation in 1992 provides further protection for computer

software.
Nevertheless, software piracy occurs frequently in South Africa. The Business

Software Alliance (BSA), a worldwide body with active anti-piracy programs in over
60 countries, estimates that as much as 60 to 70 percent of South Africa’s software
is pirated. Its investigations reveal that for every one legal software program in use
between three and four are illegal. In October 1993, the BSA brought the first legai
action against software pirates under the terms of the new copyright legislation.
The U.S. motion picture mdust.x‘-ly reports that piracy, including unauthorized public

erformance, video piracy, and “parallel imports” pose a problem for doing business
n South Africa. U1.S. pharmaceutical firms operating in South Africa express similar

concerns regarding “paraliel imports.”

8. Worker Rights

a. The Right of Association.—South Africa’s Labor Relations Act entitles all pri-
vate sector workers to freely join labor unions which are independent of direct gov-
ernment control. Amendments to the Act in 1989, however, made unions liable for
financial compensation to employers in the case of illegal strikes, with the burden
of proof upon the unions. Following discussions between the de Klerk government,
employers and union leaders, those amendments were rolled back in early 1991.

In the past, as unions increasingly assumed the role of voicing black worker de-
mands for political rights, the government imposed restrictions on their political ac-
tivities. Government actions in that respect included raiding union offices, restrict-
ing or banni%union meetings and detaining trade union leaders. Such actions have
now ceased. The only case of South African government direct intervention in union
activities since it lifted restriction on trade union political activities in 1990 was the
revelation of its financial support to a pro-government union aligned with the
Inkatha Freedom Party.

b. The Right to Organize and Bargain Collectively.—The South African govern-

ment does not interfere with union organizing in the private sector and has gen-
erally not intervened in the collective bargaining process. Collective bargaining is
freely practiced throughout the country witi the major exce%tion of public servants,
farm workers and domestic servants who are not covered by the Labor Relations
Act. The government had pledged in a 1990 agreement to extend basic trade union
rights to farm, domestic and public sector workers, but has yet to take action on
the issue. Increased efforts to unionize public workers resulted in illegal public sec-
tor strikes accounting for 14 percent of all strikes in the first nine months of 1992.
The largest public sector strike, by the National Education, Health and Allied Work-
ers Union, was particularly acrimonious and violent.

c. Prohibition of Forced or Compulsory Labor.—South Africa does not constitu-
tionally or statutorily prohibit forced labor; however, Dutch-Roman common law
does not permit it.

d. Minimum Age for Employment of Children.—South African law prohibits the
employment of minors under age 15 in most industries, shops and olffices. It pro-
hibits minors under 16 from working underground in mining. There is no minimum
age at which a person may work in agriculture.

e. Acceptable Conditions of Work.—There is no legal minimum wage in South Afri-
ca. The ﬁabor Relations Act provides a mechanism for negotiations between labor
and management to set minimum wage standards industry by industry. At present
over 100 industries covering most non-agricultural workers come under the provi-
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sions of the act. The Occupational Safety Act sets minimum standards for work con-

ditions and employment, and those standards are enforced.
ights in Seciors With U.S. Investment.—The worker rights conditions desacribed

f.R
above do not differ between the goods-producing sectors in which U.S. capital is in-
vested and other sectors of the South African economy.

Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992

[Millions of U.S. dollars}
Category Amount
Petroleum .........coceneecnesencsacssernsacsscnsensones - (1)
Total Manufacturing .........ccmuninneninimoesms 501
Food & Kindred Products ...........cueecrinnnnnenenerenenseresnessesnens (1)
Chemicals and Allied Products ...........c.cececcecnniccrenrerencnsens 148
Metals, Primary & Fabricated ...........ccccoevvnninnnciniccerenn 45
Machinery, except Electrical ... 92
Electric & Electronic Equipment ........cccocecvvennererecnecrerneas (1)
Transportation Equipment ...........cocovnviinnvinicnnsnsnsecnnas 19
Other Manufacturing ...........cccecversresnscnsseessessssssesessenses 149
Wholesale Trade ........ccccuviimenieninninninsninnimiaseeios 67
Banking ........cecceuenns teeutsanesenststsette st sae s seabeet absestssesns 0
Finance and INSUTANCE .........cccovereceecrenectneeencsesseseesessnssenens @)
SerVICEB ..uvvvvcriiiniinnniinsnsiininssnisaneiessesanissiesssssesersessss ssasssns 6
Other INAUSLIIEs ......cccctrciinninninnncsnnnniomiiisinsssssessnses 76
TOTAL ALL INDUSTRIES ........cccooucerrvurvensnasnercssssnssessessssess 871
1Suppressed to avoid disclosing data of individual companies.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
ZAIRE
Key Economic Indicators
1991 1992 19931
Income, Production, and Employment:
Real GDP ......ccvinninenneninnnsnsmnasnissssessesnns N/A N/A N/A
Real GDP Growth (percent) .........cccovecreuninnninnas -172 -10.6 ~-164
GDP (at current prices) ..........covmmsesvisisissescssenns N/A N/A N/A
GDP Growth by Sector (percent):
Agriculture ..., 3 2 -4
MINING ..ottt sssissesnn -22 -32 -22
Energy and Water .......cccccvnnvcinicnnsnnsnsaennns -5 b -28
Manufacturing ..., -21 - 54 -22
Construction ..o -32 -22 —~ 36
Retail Trade .......ccccnvvnninnnnimennnnesncissinns -6 -9 N/A
Other Services ........ccccvveiennrnnmsenencsnssesessense -6 -13 N/A
GDP Per Capita .......cccccevvrisnnesnniscisesscsessesssanes N/A N/A N/A
Labor FOrce ........cceninnenneoncsismssnscssecssssnessanes N/A N/A N/A
Unemployment (percent) ........cocevenninsisesnnns N/A N/A N/A
Money and Prices:
Money Supply (trillions of zaires) ........cccc.c.cecu. 18 770 4,518
Interest Rate (rediscount in pct.) ........ccoueuuueee. 55 656 96
Investment rate (pct. of GDP) ........cccvnuinvunnenne 4.5 N/A N/A
Consumer Price Index (pct. change) .................. 3,750 3,030 1,900
Exchange rate (end-of-year, 000's of zaires/$):

63 1,900 13,5600

071 11T [ , .
Parallel .....ccceeeeeee . 66 2,200 120,000
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Key Economic Indicators—Continued

1991 1962 19031
Balance of Payments and Trade (millions of U.S.

dollars):
Total Exports FOB 1,600 1,370 N/A

Exports to US NA 235 N/A
Total Imports CIF ... 860 781 N/A

Imports from U.S NA 36 N/A
Aid from U.8.3 ......ccccvvreruevusnene 11.9 0.7 7.0
Aid from Other Countries 14.9 N/A N/A
External Public Debt 9,606 9,473 9,469
Actual Debt Payments 205 79 11
Gold and FOREX Reserves N/A N/A N/A
Merchandise Trade Balance ...........cccvveeerennseneenes N/A N/A N/A
Current Account Balance ...........cceeeceeersurerersanees N/A N/A N/A

N/A—Not available.

1Estimated, As of December 1, 1963,

SPiscal year figures.

Source: Due to the breakdown of government sdministration in Zaire over the past two years, few eco-
nomic statistics are published by Zainan authorities, and available statistics are higﬁl‘y unreliable,

1. General Policy Framework

Despite Zaire's wealth of natural resources and a promising early start towards
economic development, the country’s economy has been in a free-fall since Septem-
ber 1991, when mutinous military troops looted all major urban centers. As a result
of the accompanying widespread uncertainty and civil disorder, most businesses
that are unable to leave the oount?r have adopted a defensive stance, minimizing
their exposure in Zaire and waiting for an ugturn in the economy.

As of November, 1993, the regime of President Mobutu was highly corrupt, heav-
ily indebted, and its economic policies were generally ineffective. Eimltedp govern-
ment income came from import and export taxes, with income from mineral, petro-
leum and coffee exports providing most foreign exchange revenue. A large govern-
ment deficit, r{)rimarily to pay salaries for the military and civil servants, was fi-
nanced by printing currency. Hyperinflation, rapid devaluation, and abandonment
of the formal economy were the result.

Although Zaire possesses large amounts of unused agricultural land, its urban
population is dependent on imported food due to the lack of a transportation net-
work. Foreign exchange for food and other imports is generated primarily through
export of diamonds, crude petroleum, and coffee. Although small amounts of copper,
zinc, cobalt and other metals are still exported from the country’s mineral-rich
Shaba Province, a collapse in production facilities has led to a similar collapse in
mineral revenue.

Zaire’s economy is mixed. The state dominates the mining and utility sectors, but
private industry is dominant elsewhere (increasingly so as the economy has deterio-
rated). Except for petroleum products, utilities and parts of the transportation sec-
tor, market-determined prices are the norm, and many parastatal enterprises com-

pete with private ones.

2. Exchange Rate Policies

The availability of foreign exchanﬁ depends chiefly on revenues from Zaire's
major exports: minerals and coffee. Although the government sets an official ex-
change rate and requires foreign exchange transactions to be done at that rate, in
practice nearly all commercial transactions are done at a freely-floating and widely-
?uoted parallel rate. Government attempts to restrict this Earallel market have

ailed. Some parallel transactions are brokered by commercial banks, and others are
handled by wealthy individuals in the informal economy.

Because hyperinflation and accompanying devaluation erodes the buying power of
local currency so gluickly, businesses generally convert the currency into foreign ex-
change or commodities as quickly as possible. To facilitate foreign exchange conver-
sion, importers and exporters establish informal exchange arrangements with each
other, sometimes brokered by commercial banks. Although hard-currency denomi-
nated accounts are available at commercial banks, most businesses avoid these ac-
counts out of fear they will be frozen or confiscated by the government. During peri-
ods of political and economic unrest, speculation and the parallel foreign exchange
market’s relative thinness cause large swings in the value of local currency.
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3. Structural Policies

Lack of effective enforcement mechanisms and the questionable legitimacy of rul-
ing J)olitlciann have made pre-existing structural policies obsolete and have encour-
age

widespread disregard of newly-declared policies.
Government control remains strict, however, in the distribution of petroleum

products. Prices are set by the government, and when they fall far enough below
the market level, deliveries are cut back until a price which permits costs to be cov-
ered is renegotiated.

During the fall of 1993, the government attempted to impose price controls on all
consumer products, enforcing the controls with intrusive inspection teams. Although
the price controls failed to stop hyperinflation, they succeeded in alienating a large

part of the business community.

4. Debt Management Policies
At the end of 1993, Zaire’s external debt exceeded $10 billion. However, the

Zairian government’s payments on this debt were insignificant. Non-payment led
both the IMF and the World Bank to declare Zaire ineligible for financial support
from those organizations and jeopardized Zaire’s status as a member in good stand-
ing. At late-1993 export levels, Zaire's debt-service ratio would have exceeded 100
percent, even with re-scheduling, but the country’s lending partners were unlikely
to cancel or reschedule its debts without significant changes in the country’s politi-

cal landscape. :

5. Significant Barriers to U.S. Exports

U.S. traders and investors face generalized impediments that effect all economic
activity in Zaire. The country has no reliable national network of telephonic commu-
nications or mail. Although the Zaire river serves as a major transportation artery, .
the vast majority of pre-existing roads, bridges, and railroads have deteriorated to
t.heh p(;int of unusability. Several private air transportation companies operate, but
at high cost.

Corruption at all levels of government makes the conduct of business difficult, es-
pecially for those operating under the Foreign Corrupt Practices Act. Expatriates

are subject to selective application of the law, as well as numerous, imprecise, an
residency regulations. Insurance is usually unavailable or priced at war-

changin,
risk ﬂve 8. As of late 1993, the Birindwa-led government was not recognized as le-
gitimate by the United States.

6. Export Subsidies
There are no export subsidies in Zaire, nor any government programs to assist

the export sector.

7. Protection of U.S. Intellectual Property

In theory, the Government of Zaire acknowledges the value of intellectual prop-
erty. The country is a party to the Bern and Paris conventions and is a member
of the World Intellectual Property Organization. The government’s Department of
National Economy and Industry protects privileged technology and production infor-
mation, as well as trademarks. International franchises operate comfortably in Zaire
within the protection granted by the state. A national society of editors, composers,
and authors oversees copyright protection due artists under the law, but it is a pri-
vate organization and not an official agency. There is very limited production of
books and sound recordings in Zaire, so the potential for pirating is small at the
moment. The U.S. Embassy reports no knowledge of patent infringement in the

country.

In {hye event of future infringement, the leqal and administrative system is ill-
equipped to enforce intellectual property regulations. The Government of Zaire is
also unable to prevent most pirated goods from crossing into the country and being
sold. Cartier watches, U.S. brand name jeans, and designer label clothes of question-

able origin are all available in Kinshasa.

8. Worker Rights
a. The Right of Association.—The constitution provides the right to form and join

trade unions to all workers, except soldiers and employees of the judicial system.
Approximately 80 labor-related organizations are legally registered, although many
exist mainly on paper. Although workers have the right to strike legally, the process
is lengthy, and laws are often disregarded, so few legal strikes occur. Instead, work-
ers stage technically illegal strikes, especially in the public sector. Few strikes are

suppressed fonci_bly.
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b. The Right to Oggam.ze and Barfam Collectively.—Legislation provides for the
right to organize and bargain collectively. Although many organizations exist, they
have little effectiveness in Zaire’s conditions of massive unemployment and poverty.

c. Prohibition of Forced or Compulsory Labor.—The constitution and labor code
{o:;)’ld forced labor. The U.S. Embassy knows of no instances of forced or compulsory

a r.

d. Minimum ﬂ{or' Employment of Children.—The legislated minimum age for
employment is 18, although those between the ages of 14 and 18 can legally en
in t work” if a parent or guardian consents. Many children under 14 woriaf:
the informal sector, especially in subsistence agriculture, and neither the govern-
ment nor labor unions attempt to prosecute such instances. Larger enterprises do
not commonlgr exgloit child labor.

e. Acceptable Conditions of Work.—The majority of the population is engaged in
subsistence agriculture and small-scale commerce outside the formal sector. In re-
cent years income in the modern economy has not kept up with inflation, and the
minimum daily wage to which workers are entitled does not provide a decent living
for them and their families. Public sector remuneration remains low, and workers
are often driven to corruption or to take second jobs in the private sector.

f. Rights in Sectors With U.S. Investment.—There are U.S. investments employing
Zairian labor in the petroleum, agribusiness and service sectors. These enterprises
are subject to the labor laws that cover all Zairian workers. There is no forced labor
or child labor at U.S. companies in Zaire. Although health benefits and salaries are
low at some companies, they generally compare favorably with local practice. Rights

do not differ significantly from sector to sector.

Extent of U.S. Investment in Selected Industries.—U.S. Direct
Investment Position Abroad on an Historical Cost Basis—1992

[Millions of U.S. dollars)

Category Amount

Petroleum ......ccvirnnciseissecesansinees veeesaerenessrassrnsssarssarsssasn 13
Total Manufacturing ......ccceeenscinicnnienscnnnecsnsinesesnians 0

Food & Kindred Products .......c.ccccniivnnierinnrisanisnssanssnenns 0

Chemicals and Allied Products .........cccoceeveivininsinnieniensens 0

Metals, Primary & Fabricated ........ccooecnnnnnsiineresenenes 0

Machinery, except Electrical .........ccovevernervennrscnereninens 0

Electric & Electronic Equipment ..........ccoceeviuvnvnveernennee 0

Transportation Equipment ........cccovvenrvninecinsnnnniniscinsen 0

Other Manufacturing .........ccocoeeevneneiverninisnnessesnesesessesasnns 0
Wholesale Trade ..........coeeeeennennemmneensinmmesmssosisiisaosoes ) 0
BanKing .....c.cooceresisnnsensensmssnisennsnsmsssisasnisenssssesisnssssssssssssasasnes [
Finance and INSUrANCe ......ccceiineniensneinsnessniniasssncsnsns P Q)
SEIVICES ...ceveriirenrersresresserenensensstenmressesssstsssssssssssossassosnosnsansnassas Q)
Other INAUBLIIES .....cccceevuercnnrniesnnnsisissnssissessiasseessncsnessesssesasss 0
TOTAL ALL INDUSTRIES ......cccccconnvumunrnnnsnsnnsensessensnsesnnns 28

1Suppressed o avoid disclosing data of individual companies.
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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EAST ASIA AND THE PACIFIC

AUSTRALIA
Key Economic Indicators
[Billions of Australian dollars unless otherwise noted)
1991 1992 19831
Income, Production, and Employment:
Real GDP (1989-90 prices)3 367.2 3738 383.9
Real GDP Growth (percent) .. -0.9 1.8 2.7
GDP (at current prices) ...........cousuresssesssesassesesns 379.2 392.2 403.6
By sector: )
Agriculture 11.0 16.7 16.0
Energy and Water 12.2 12.1 124
Manufacturing 514 52.3 654.6
Construction 29.3 26.2 25.9
Ownership of Dwellings 32.1 36.3 37.2
Finance, Property and Business Services ..... 424 44.9 45.0
Other Services 58.3 60.0 60.7
General Government e 7.0 8.7 8.8
Net Exports of Goods and Services ................... 2.8 -0.9 -8.56
Real Per Capita GDP (A$ 000'8) .......cc.cererveerenee 21.3 214 21.6
Labor Force (000's) ..... 8,636 8,623 8,645
Unemployment Rate (percent) ..........cceosensennee 9.7 10.8 10.9
Money and Prices (annual percentage growth):
Money Supply (M1) (year end) .........cceeusverennnens 11.3 20.6 118
Base Interest Rate (year end) ........cceeceeruecrennees -28.6 ~30.6 -16.8
Personal Savings Ratio y -14.8 6.2 -31.9
Retail Price Index .........cecennecnsnvnniniesennsesansesaenee 1.7 2.1 3.2
Consumer Price Index 1.6 1.0 2.7
Exchange rate (US$/A$) 0.779 0.740 0.685
—Percentage Change -85 -5.0 -74
Balance of Payments and Trade:
Total Exports FOBS .........cccececvernrrsnsnssnsnsasneseans 53.8 6584 61.0
Exports to US .......cccceeenvrunnrnns 5.4 6.1 4.7
Total IMPorts CIF ..........veesemsunesecssssasncrsssssseneens 49.7 56.6 61.9
Imports from U.S 11.9 124 13.1
Aid from US 0 0 0
Aid from Other Countries 0 0 0
Gross External Public Debt ...... 80.0 86.8 89.0
Debt Service Payments (paid) 15.9 13.8 11.8
Gold and FOREX Reserves 24.6 19.1 20.6
Current Account Balance ) -12.8 -14.0 -16.0
Trade Balance with US -6.5 -173 -84

11993 Figures are all estimates based on available monthlwm data in September 1983.

SGDP at factor cost for base indicated (1985 data su
h:‘hdodnhmomdma trade basis—as opposed to those recorded on a balance of payments

(36)
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1. General Policy Framework

Australia’s gross domestic product (GDP) in 1993 was estimated to be 403.3 bil-
lion Australian dollars. Real GDP is estimated to have, grown by 2.7 percent, a sub-
stantial improvement from 1992’s 1.8 percent. Nevertheﬁa'; the impact of the reces-
sion which began during the third quarter of 1989 and ended in 1991 continued to
be felt. Unemployment hovered around the 11-percent mark during 1993.

U.S. economic interests in Australia are substantial, including direct investment
6%2}(‘5 %? irommat,ely US$ 5.9 billion and a bilateral trade surplus of approximately

on. -

Although Australia is the size of the contiguous United States, its domestic mar-
ket is limited by a small population (17.7 million people). The production of agricul-
tural commodities and primary products is an important component of the economy.
Australia leads the world in wool production; is a significant supplier of wheat, bar-
ley, dairy produce, meat, sugar, and fruit; and, is a leading exporter of coal, min-
erals and metals, particularly iron ore, gold, alumina, and tﬁumﬁum. Export earn-
ings are not well diversified. In 1992, primary and agricultural products accounted
for 62 percent of the total value of goods and services exports.

To increase Australia’s international competitiveness, the government has contin-
ued its lon?standing effort to reduce protective trade barriers and deregulate large
segments ol the econom{. Privatization of government services at both the federal
level (airlines, banks, telecommunications) and state level (water treatment, trans-
portation, electricity, banks) is being pursued. The 1993 highlight was the sale of
25 percent of Qantas Airlines to British Airways, and the announcement of the in-
tention to sell off the remainder of the carrier to the public in 1994. Trade reforms
begun in June 1988 resulted in an end to import qluotas on all but textiles, clothing,
and footwear, and lower tariffs on most imports. Although the 203)ercent preference
given by the federal government to Australian and New Zealand firms bidding on

overnment contracts was abolished November 1, 1989, and civil offsets in Decem-
er 1992, some state and territory governments continue to apply preferences in
their contracts.

Given the slow pace of recovery from the recession, and very low (approximately
2 percent) inflation, the Australian government increased both fiscal and monetary
stimulus in 1993. Official government interest rates were lowered from a high of 18
percent in early 1990 to 4.5 percent in mid-1993. The money suppI{‘ is now totally
controlled through an open-market trading system of nine dealers who act as a con-
duit between the Reserve Bank and the financial system. Transactions may involve
purchases, sales, or trade in repurchase agreements of short-term Treasury securi-
ties. Depending on liquidity conditions, the Reserve Bank may bypass dealers and
buy or sell short-term Treasury Notes directly with banks on a cash basis. Banks
do not normally hold liquid deposits of any size with the Reserve Bank. Instead,
they hold call-funds with the authorized dealers. If a bank needs cash on a given
day, it either borrows from other banks or withdraws funds it has on deposit with
the dealers. Under the above money supply control system, foreign exchange flows
and government deficits and credits have only limited impact on the money supply.

For the second consecutive year, the federal government ran a budget deficit 1n
Australian fiscal year (AFY) 1992/93. The deficit, 14.5 billion Australian dollars
(A$), equalled 3.6 percent of GDP, up from A$9.3 billion (or 2.4 percent of GDP) the
year before. The deficit is projected to increase to 3.8 percent of GDP by the end
of the current Australian fiscal year (i.e., June 30, 1994). Public sector borrowing
covered the deficit. Borrowing took the form of treasury notes (A$1.7 billion), treas-
ury bonds (A$14.2 billion), and a drawdown of A$233 million in cash. Foreign cur-
rency debt fell by A$743 million. In AFY 1993/94 new debt issues totaling at least
A$15 billion will have to be made to cover the projected budget deficit.

The challenge the government will face in 1994 is to return the economy to a mod-
erately high growth path without causing a massive increase in the current account
deficit. Most economists believe that GDP must grow by at least four percent per

ear in order to brinf unemployment down substantially. The problem is that the
importation of capital goods needed to fuel that level of growth, combined with a
recovery-inspired increase in consumer goods imports, could well push the current
account deficit above its already high level (A$16 billion for 1993), and cause addi-

tional depreciation of the Australian dollar.

2. Exchange Rate Policies

Australian dollar exchange rates are determined by international currency mar-
kets. Official policy is not to defend any particular exchange rate level. In practice,
however, the Reserve Bank is active in “smoothing and testing” foreign exchange
rates in order to provide a generally stable environment for fundamental economic

adjustment policies. .
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Australia does not have major foreign exchange controls beyond requiring Reserve
Bank approval if more than A$5,000 in cash is to be taken out of Australia at one
time, or A$60,000 in any form in one year. The puaose of this requirement is to
control tax evasion and money laundering. If the Reserve Bank is satisfied that
there are no liens against the money, authorization to take large sums cut of the
country is automatic. The regulation does not affect U.S. trade.

3. Structural Policies

Pursuing a goal of a Plobally competitive economy, the Australian government is
continuing a grogram of economic reform begun in the 1980s that includes an accel-
erated timetable for the reduction of protection and microeconomic, reform. Initially
broad in scope, the Australian government'’s program is now focusing on industry-
by-industry, microeconomic changes designed to compel businesses to become more
competitive. The strateg has three princgml premises: protection must be reduced;
the pace of reform needs to be accelerated; and, industry needs to be less pre-occu-
pied about receivingsprotection.

Toward those ends, a phased program to cut tariffs by an average of about