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REMOVING OBSTACLES FOR AFRICAN
ENTREPRENEURS

THURSDAY, JUNE 8, 2006

HoOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON AFRICA, GLOBAL HUMAN RIGHTS
AND INTERNATIONAL OPERATIONS,
COMMITTEE ON INTERNATIONAL RELATIONS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 2 p.m. in room
2172, Rayburn House Office Building, Hon. Christopher H. Smith
(Chairman of the Subcommittee) presiding.

Mr. SMITH. I am advised that our Ranking Member, Donald
Payne, will be here in about 2 minutes, so I thought I would start
and then yield to him some opening comments and then go to our
distinguished witnesses.

Six years ago, the African Growth and Opportunity Act was
signed into law by President Clinton with the goal of stimulating
growth in African economies through decreasing trade barriers and
encouraging business-friendly regulatory environments. Since then,
President Bush has expanded and extended AGOA. Over the past
6 years, United States-Africa two-way trade has increased by about
115 percent. Last year, 98 percent of U.S. imports from AGOA na-
tions entered the United States duty free.

Despite the good news, however, it must be acknowledged that
AGOA’s goal of promoting multi-sector economic growth in Africa
has been met only partially. Expansion of trade with Africa is
largely due to oil imports from western African nations. Total non-
oil trade under AGOA actually declined last year by 16 percent.
This was despite increases in trade in non-oil sectors such as foot-
wear, toys, chemicals, electronic products and cut flowers.

In the original version of AGOA, this trade preference program
was intended to benefit small and medium enterprises as well as
large businesses and state-owned enterprises. Still, there remain
constraints on African entrepreneurs that limit their ability to take
advantage of AGOA or any other program to enhance trade.

There is an axiom that two-thirds of any African economy is in
the informal sector. Many of these businesses are microenterprises,
but a large number are also considered small and medium compa-
nies with up to 100 or more workers. As in industrialized nations
such as the United States, small and medium enterprises are the
engine of job growth in an economy. If not for their ability to create
jobs, many more Africans would be unemployed.

Unfortunately, entrepreneurs operating in the large informal
economy, the majority of them female-headed businesses, lack ac-
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cess to government services. They too often are denied adequate fi-
nancing from banks. Their needs for infrastructure and economic
policy changes are not taken into account. Corruption makes their
existence more tenuous, even, than weak economies. As a result,
according to a World Bank study, small and medium enterprises
have less of an impact on economic growth than they might other-
wise have.

The United States Government has attempted to enhance the ca-
pacity of African small and medium enterprises during the term of
AGOA. Last year alone, $199 million in trade capacity building was
spent in this area. Four hubs for global competitiveness have been
established for this purpose in Botswana, Ghana, Kenya and Sen-
egal. Nevertheless, African small and medium enterprises continue
to lag in their ability to enjoy the benefits of AGOA.

In recognition of this continuing problem, Congressman Tom
Lantos, Ranking Member of the House International Relations
Committee, and I have introduced legislation (H.R. 4319) to ad-
dress the remaining capacity needs of African small and medium
entrepreneurs.

The Assistance for Small and Medium Entrepreneurs in Sub-Sa-
haran Countries Act of 2005 makes a number of interventions that
we believe will better enable African entrepreneurs to become more
successful exporters in the global economy: H.R. 4319 provides for
example technical assistance that will improve the ability of Afri-
can banks to provide financing to small and medium enterprises;
H.R. 4319 extends capacity building to African entrepreneurs, in-
cluding youth and farmers; H.R. 4319 addresses intellectual prop-
erty rights protection for African farming innovation, entertain-
ment and against counterfeit drugs; H.R. 4319 gives technical as-
sistance to African countries to enable them to meet U.S. food safe-
ty standards and strengthen agriculture research; and finally, H.R.
4319 helps protect labor rights so increased production won’t mean
workers are operating in unsafe conditions for too little pay.

Surely, African nations have proven themselves able to make
choices that can transform their economies once needed assistance
is provided. Madagascar’s economic policies have transformed this
nation into an engine of trade under AGOA. Botswana today has
a higher sovereign credit rating than Japan.

Many of us have witnessed the skills of African entrepreneurs
who have come to America and demonstrated how successful they
can be, provided they are given the right environment. Africans liv-
ing in America have one of the highest family incomes in our coun-
try because of their diligence and talents in doing business. These
skills could be creating wealth and employment in Africa as well
if the economic policies of those nations better provided for indige-
nous entrepreneurs at home so they aren’t forced to seek opportu-
nities and jobs abroad.

Africans and Americans benefit from AGOA, the Millennium
Challenge Corporation and other U.S. programs. However, a case
can also be made that those who most need these opportunities
have been least able to benefit from them.

I hope our colleagues will work with us to gather all the informa-
tion we can from today’s hearing and support our legislative efforts
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in order to completely fulfill AGOA’s promise as well as better ben-
efit African entrepreneurs.

I would like to yield to my good friend, Madam Ambassador, for
any opening comments you might have.

[The prepared statement of Mr. Smith follows:]

PREPARED STATEMENT OF THE HONORABLE CHRISTOPHER H. SMITH, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEW JERSEY AND CHAIRMAN, SUB-
COMMITTEE ON AFRICA, GLOBAL HUMAN RIGHTS AND INTERNATIONAL OPERATIONS

Six years ago, the African Growth and Opportunity Act was signed into law by
President Clinton with the goal of stimulating growth in African economies through
decreasing trade barriers and encouraging business-friendly regulatory environ-
ments. Since then, President Bush has expanded and extended AGOA. Over the
past six years, U.S.-Africa two-way trade has increased by 115 percent. Last year,
98 percent of U.S. imports from AGOA nations entered the United States duty-free.

Despite the good news, however, it must be acknowledged that AGOA’s goal of
promoting multi-sector economic growth in Africa has been met only partially. Ex-
pansion of trade with Africa is largely due to oil imports from Western African coun-
tries. Total non-oil trade under AGOA actually declined last year by 16 percent.
This was despite increases in trade in non-oil sectors such as footwear, toys, chemi-
cals, electronic products and cut flowers.

In the original vision for AGOA, this trade preference program was intended to
benefit small and medium enterprises as well as large businesses and state-owned
enterprises. Still, there remain constraints on African entrepreneurs that limit their
ability to take advantage of AGOA or any other program to enhance trade.

There is an axiom that two-thirds of any African economy is in the informal sec-
tor. Many of these businesses are micro-enterprises, but a large number also are
considered small and medium companies with up to 100 or more workers. As in in-
dustrialized nations, such as the United States, small and medium enterprises are
the engine of job growth in an economy. If not for their ability to create jobs, many
more Africans would be unemployed.

Unfortunately, entrepreneurs operating in the large informal economy, the major-
ity of them female-headed businesses, lack access to government services. They too
often are denied adequate financing from banks. Their needs for infrastructure and
economic policy changes are not taken into account. Corruption makes their exist-
ence more tenuous even than weak economies. As a result, according to a World
Bank study, small and medium enterprises have less of an impact on economic
growth than they might otherwise have.

The U.S. government has attempted to enhance the capacity of African small and
medium enterprises during the term of AGOA. Last year alone, $199 million in
trade capacity building was spent in this area. Four hubs for global competitiveness
have been established for this purpose in Botswana, Ghana, Kenya and Senegal.
Nevertheless, African small and medium enterprises continue to lag in their ability
to enjoy the benefits of AGOA.

In recognition of this continuing problem, Representative Tom Lantos, ranking
member of the House International Relations Committee, and myself have intro-
duced legislation, H.R. 4319, to address the remaining capacity needs of African
small and medium entrepreneurs.

The Assistance for Small and Medium Enterprises in Sub-Saharan African Coun-
tries Act of 2005 makes a number of interventions that we believe will better enable
African entrepreneurs to become more successful exporters in the global economy:

e H.R. 4319 provides technical assistance that will improve the ability of Afri-
can banks to provide financing to small and medium enterprises.

e H.R. 4319 extends capacity building to African entrepreneurs, including youth
and farmers.

e H.R. 4319 addresses intellectual property rights protection for African farm-
ing innovation, entertainment, and against counterfeit drugs.

e H.R. 4319 gives technical assistance to African countries to enable them to
meet U.S. food safety standards and strengthen agricultural research.

e Finally, H.R. 4319 helps protect labor rights so increased production won’t
mean workers are operating in unsafe conditions for too little pay.

Surely, African nations have proven themselves able to make choices that can
transform their economies once needed assistance is provided. Madagascar’s eco-
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nomic policies have transformed this nation into an engine of trade under AGOA.
Botswana today has a higher sovereign credit rating than Japan.

Many of us have witnessed the skills of African entrepreneurs who have come to
America and demonstrated how successful they can be in the right environment. Af-
ricans living in America have one of the highest family incomes in our country be-
cause of their diligence and talents in doing business. These skills could be creating
wealth and employment in Africa if the economic policies of those nations better
provided for indigenous entrepreneurs at home so they aren’t forced to seek opportu-
nities abroad.

Africans and Americans benefit from AGOA, the Millennium Challenge Corpora-
tion, and other U.S. programs. However, a case can also be made that those who
most need these opportunities have been least able to benefit from them. I hope our
colleagues will work with us to gather all the information we can from today’s hear-
ing and support our legislative efforts in order to completely fulfill AGOA’s promise
as well as better benefit African entrepreneurs.

Ms. WATSON. Thank you so much, Mr. Chairman, for holding the
hearing. We here in the Subcommittee have all expressed our in-
terest in economic development in Africa. We talk about it a lot in
the abstract, as if the continent itself were capable of generating
wealth. So perhaps today’s hearing will give us a chance to slightly
amend our words so we can better articulate what we truly seek,
and that is the economic development of each and every person on
the continent of Africa.

The land of Africa has always been richly resourced, but, despite
this wealth, Africans themselves grapple with crippling poverty.
Part of the problem is that for decades governments in both Africa
and the West have had the wrong focus. We have spent our re-
sources either on major development projects that often become
white elephants or on social projects which, while necessary, focus
on the symptoms of poverty rather than on providing a cure.

The time is ripe for a new approach. It is time to reorient our
policies to focus on Africa’s most valuable yet least valued resource,
the human capital of Africans themselves. For this reason, I am
p;oud to be co-sponsor of H.R. 5480, the African Entrepreneur Act
of 2006.

This bill would seek to provide American support for those Afri-
cans seeking to build their own capacity to build business and to
build wealth in sub-Saharan Africa.

But this is only one part of what must be a comprehensive strat-
egy, and I would be remiss if I did not mention two issues that I
believe are crucial to such a strategy.

The first is helping to build capacity within African governments
to protect intellectual property. We will only encourage African en-
trepreneurs to innovate and create their way out of poverty if we
encourage their governments to protect the fruit of their intellec-
tual labors.

The second is to help Africans develop the tools to demand ac-
countability and transparency from their governments. No African
will take the risk inherent in entrepreneurship if they fear the re-
wards of their efforts will be confiscated by corrupt officials. Both
corruption and piracy are theft, and both must be tamed if Africans
are to achieve their full entrepreneurial potential.

So, Mr. Chairman, I want to thank you for holding the hearing;
and I look forward to working with you and Mr. Payne and the rest
of our colleagues to develop a strategy that promises entrepreneur-
ship, protects intellectual property, and defeats corruption in Afri-
ca.



Thank you, and I yield back.

Mr. SMITH. Ms. Watson, thank you very much.

I yield to Ranking Member Donald Payne.

Mr. PAYNE. Thank you. Thank you very much; and thank you,
Mr. Chairman, for calling this important hearing on removing the
obstacles to African entrepreneurship.

One thing that I have seen through the years in Africa is that
you have a lot of entrepreneurs. I mean, if you go down any main
street in any city, if it is not Nairobi or Addis or if it is in Arusha
or you name it, you find a lot of entrepreneurs. Salespeople all over
the place, vendors, stalls, stands; and so entrepreneurial small
business is a spirit that is very alive and well in Africa.

But there are certainly obstacles, and we need to get beyond just
the street vendors and the small entrepreneurs. I think that this
hearing is extremely important and timely. In most African coun-
tries, most microbusinesses operate in the informal sector of the
economy. The informal economy is a source of income for most Afri-
can people. So it is something that we should focus meaningful at-
tention on in our effort to increase development within the African
sub-Saharan countries.

The informal economy accounted for an average of about 42 per-
cent of the gross national product in Africa in 2000, as compared
to 26 percent in Asia and 41 percent in Latin America, 38 percent
in Eastern Europe and 18 percent in OECD countries, 8.8 percent
in the United States. So we can see that the informal economy in
Africa is very high.

I think on the issue of development in general it is important we
not apply our own concepts of what development looks like and
how it must happen.

Everyone in the world wants to be a part of a vibrant economy
where they can work and earn wages to provide for their families
and for their needs. Since there is much reliance on and so much
activity within the informal sector in these microenterprises, we
should focus on strengthening capacity in this area while we also
deal with strengthening small- and medium-sized businesses.

Today, we will hear testimony from one of the architects of the
African Growth and Opportunity Act, Mike Williams, when he was
on the staff of Congressman McDermott. I was very impressed with
this idea that he came up with and encouraged his boss to take
credit for it.

I was mentioning that the other day to Congressman McDermott
at one of the hearings and I told him, no longer is he the father
of AGOA, he is the grandfather, since he is getting grayer.

It is good to see you, Mr. Williams.

And also, Rod MacAlister, we are glad to see you here as the new
President of the African Development Foundation, the ADF, which,
as many of us know, was created in 1980 by Congress. ADF was
created to deliver direct financial support to African entrepreneurs
and community based organizations. I think they have done a great
job over the recent years under the direction and guidance of Nate
Fields, who has taken a new position as Director of Regional Pro-
grams based in Ghana.

I look forward to working with the new President to ensure the
wonderful programs that are in place will continue and so that
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microenterprises in Africa is even expanded. I have had the oppor-
tunity, of course, to talk on several occasions with Mr. Fields; and
he is very encouraged by the new arrangement.

AGOA extends preferential treatment to imports from eligible
countries that are pursuing market reform measures. Data shows
that U.S. imports under AGOA are mostly energy products, but im-
ports to date of other products are growing, and we need to really
expand outside of the extractive industries.

AGOA has given African nations and African entrepreneurs hope
that there is a tool in place to increase trade and investment be-
tween Africa and the United States.

Since being signed in law May 18, 2000, AGOA has proven its
importance and its power by providing real economic opportunities
for Africa. There is, however, still much to be done on AGOA. It
must be expanded to broaden beyond textiles to maximize economic
activity among a variety of sectors and to ensure real and measur-
able impact on the economic well-being of sub-Saharan Africa.

But AGOA has not reached its full potential. It must do more to
help African small- and medium-sized businesses. Many entre-
preneurs are in agriculture and most agriculture products are not
a part of AGOA, for example, and that needs to be looked at and
changed.

The Civil Society Coalition, which held its forum on the Hill yes-
terday, agrees that AGOA must be integrated into the larger strat-
egy that aims to unleash the entrepreneurial force of Africa in
urban, rural and agriculture sectors, especially, among women. We
must all work together to make sure that perhaps AGOA 1V is
even more encompassing.

I would like to acknowledge that the former Chairman of the
Committee, Mr. Royce, had a tremendous amount to do with AGOA
and attended AGOA conferences in Africa; and it was his persist-
ence and interest and support that helped move AGOA forward.

So I was very impressed with the hearings yesterday, with so
many AGOA participants at the forum that was sponsored by the
NGOs yesterday. I think that it is alive and well, but we do have
to expand, and we have to put all of our legislative authority into
AGOA to ensure that it continues to improve. So, Mr. Chairman,
I appreciate you calling this important hearing.

Mr. SmiTH. I thank you very much, Mr. Payne.

Mr. Tancredo.

Mr. SMITH. Let me now introduce our first panel beginning with
Manuel Rosales, who was appointed as the Assistant Administrator
for the U.S. Small Business Administration’s Office of International
Trade in October 2001. In his position he serves as the SBA Ad-
ministrator’s principal adviser on international trade. Before join-
ing the SBA, he successfully operated his own financial services
company, Inter-American Financial Services.

We will then hear from Mr. Rodney MacAlister, who was ap-
pointed President of the African Development Foundation in Feb-
ruary 2006. Mr. MacAlister has extensive private-sector experience
in Africa, having led operations, business development and commu-
nity development efforts for ConocoPhillips in central Africa for 12
years, many of them in conflict-affected countries.

Mr. Administrator, the floor is yours.
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STATEMENT OF MR. MANUEL A. ROSALES, ASSISTANT ADMIN-
ISTRATOR, OFFICE OF INTERNATIONAL TRADE, U.S. SMALL
BUSINESS ADMINISTRATION

Mr. RosSALES. Thank you, Mr. Chairman, Ranking Member and
distinguished Members of the Committee. I thank you for inviting
me to testify on the subject of Removing Obstacles for African En-
trepreneurs.

My name is Manuel Rosales, and I am the Associate Adminis-
trator for the Office of International Trade at the Small Business
Administration. The SBA is tasked with assisting American busi-
nesses. The Office of International Trade provides technical and fi-
nancial assistance to American companies who wish to expand into
the international marketplace.

The SBA has been working closely with the Department of State,
Department of Commerce, U.S. Agency for International Develop-
ment and the U.S. Trade Representatives Office in working with
respective governments and private-sector organizations in Africa.
SBA has a successful 53-year history of providing technical assist-
ance, financial assistance, contracting assistance, and advocacy to
the U.S. small business community.

SBA has had an opportunity to share our experience with inter-
national visitors. Visitors to the SBA come from foreign govern-
ments, private-sector organizations from many countries. Visitors
from many nations of Africa are no exception. In some cases, SBA,
through its Office of International Trade, has established strategic
alliances and collaboration agreements where we can share our ex-
periences with these countries.

Under the African Growth and Opportunity Act, AGOA, African
Trade and Investment Policy Program, the SBA received funding
to assist in the development of Business Information Centers,
BICs, in Nigeria. This project was completed in 2003.

These BICs were examples of public-private partnership pursued
by the SBA, a model for one-stop community based business assist-
ance centers where small- and medium-sized enterprises can ac-
quire technical assistance, gain computer skills, access the Inter-
net, explore financial options and link with other businesses.

A second component of the program includes training for BIC
managers and personnel in conducting entrepreneurial develop-
ment training in their communities. These initiatives show how
significant it is to have a good business environment to enable
growth. The small business community needs to have the internal
and external infrastructure to stimulate development and growth.
This is one of the issues crucial to the success of AGOA.

For SBA, AGOA has opened up possibilities and opportunities for
U.S. small businesses to enter the sub-Saharan African market
with confidence and assurance from the United States Government.
As a result of this legislation, the key component of the Bush Ad-
ministration’s trade policy toward Africa, SBA has either worked
with or hosted high-ranking diplomats from numerous sub-Saharan
countries such as Botswana, Senegal, Nigeria, Rwanda and Bu-
rundi. The President’s interest in creating trade with sub-Saharan
Africa has also driven policy changes that have made communica-
tions with and obtaining information about sub-Saharan Africa
more accessible to United States businesses.
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From the meetings with African governments, nongovernmental
organizations and African entrepreneurs, we have learned what
some of the obstacles to small business development and growth in
Africa are; and they are: Limited access to capital. The funding
available is at a high cost. African entrepreneurs typically have lit-
tle or no collateral or are perceived to be high risk.

Lack of capacity building. Foreign aid projects begin with best in-
tentions, but the lifespan is often short.

Failure to develop and sustain business clusters and small busi-
ness incubators, both of which are valuable tools for economic de-
velopment.

Serious shortfalls in telecommunications and communications
technology facilitate marketing and e-commerce activities.

Significant shortcomings and weaknesses in long-term technical
assistance.

Ineffective governance at national, state and local levels. More
qualified human capital is needed to facilitate and implement effec-
tive services.

Limited intellectual property rights protection for African and
small- and medium-sized enterprises inhibits their willingness to
trade between neighboring provinces and states. This also signifi-
cantly inhibits United States small firms from engaging African
small businesses in trade.

Effective collaboration between countries in the region, with sup-
port from both the private and public sectors will significantly en-
hance economic development and growth.

One example of cross-border collaboration and economic ties is
SBA’s initiative with the SME Congress of the Americas. The SME
Congress of the Americas is a network of micro, small and medium
enterprise service providers working together to promote the par-
ticipation of SMEs in international trade.

This leads me to my final point regarding promoting small busi-
ness growth in Africa. This is not something that the governments
of Africa can do on their own, even with assistance from foreign
governments. The private sector needs to be a full partner in grass-
roots economic development. Just as we recognize that our small
business development assistance can play a role in helping create
more and better trading partners for United States businesses, the
private sector operating in Africa needs to realize the stability and
prosperity that small business development provides and creates
opportunities for economic enrichment.

I again thank you for the opportunity to share our thoughts and
experience regarding Africa and entrepreneurial development.

[The prepared statement of Mr. Rosales follows:]
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. Chairman, Revking Member, and distinguished Mernbers of the Committes, Thank you for
invitiug we to 1estify on the subject of Removing Obstacles for African Entreprenenrs,

My name is Manuel Rosales and Tam the Associate administrator for the Office of Tntemational
Trade at the Small Business Administration (SBA). The SBA is a domestic evoncmic development
Agegny tasked with assisting American small busine The office of Internationa! Trade is mandated to
provide lechoieal and financial sssistance to American compardes who wish io expand into the
internationsl merketplace,

Pwould like to recognize the leadership of SBA’s Administrator Heotor Barreto, & staunch
advocaie for active small business participation in trade and the Intemationsl marketplace, Ie is a friend
and proponent of /] smel businesses.

The SBA hay bean working closely with the Departoient of State, Department of Comitmerce, U8,
ney for International Development and the U.S. Trade Representative’s Office in working with
espective governments and private-sector organizations in Africa. SBA has a sucvessful S3.year higtory
of providing technical assistance, Goavelal assistancs, government contracting assistance and advocacy
for the U8, small business community:

Uver the coumse of time 'we have bad ths spportunity to share our experiences with interationl
visiors, Visitors 1o SBA come from foreign governments, their embassies here in Washington, zad 2lso
froms the peivaie-seelor rganizations from these countrivs. Visitors from the many Nations of Adfriva are
n0 exesption. Iosome cases, 8BA, drough its Office of International Trade, hos established shyatepic
: ces 2ud/or collaboration agresments where we can shate our experiences and best practices with
208 countrbes,

Under the Afvican Growth and Opportunity Act (AGOA)Y African Tiade sud Investment Policy
Program, the SBA. reculved funding 1o assist in the development of Bosiness Information Centers (BICs)
in Nigeria. This project was completed in 2003, The grant to SBA was made under the auspices of the
USAID linter-Agency Agresment s part of the Africa Trade and Tnvesbment Policy Program (ATRIF)
thsough the National Security Councl fo provide technical aasistance fo Nigeria to creste two Business
Information Centers (BICs).

hese BICs were to servs as sxamples of public-private parterships such as those pursiad by the
SBA. These BICs wers created to serve as a mode! for one-stop comuunity-based business assistance
2,

centers whers small and medium-size enterprises (SMEs) can receive technival ussistanee, gain computer
kills 2md Irtermet aceess, axplore financial options, and Tink with other busivesses. A second component
of the program incledes training, both in the U.3. and Nigeria, for BIC managers and personnel
responsible for sonducting entcapronenrial development training in their communitiss, The T8N
development Institets was the partner and implementer of the project in Nigeria. We believe that this
indtiative provided o a chance 1o realize how significant it isto have a good busioess enviromment to
enable growtl. “The small business community needs 1o have the internal and sxternal infrastructure tha
stimnlates their development and growth. This is one of the issues cructal 1o the suceess of AGOA.

For 3BA, AGOA legislation has opened up possible opportunities for U8, small businesses o
et the Sub-Sabaran Atrican market with confidence and assutance from. the 1.8, Goversment. As &
of 'this legislation, which has served as a key componeant of the Bush Administration”s trade policy
toward Africe, SBA has sither worked with or hosted hiph-ranking diplomats from niumerots Sub

Fage Zof 4
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Seharan African countries such as Botswana, Senegal, Nigeria, Rwanda ard Burundi, The President's
interest in ereating trade with Sub-Sabaran Africs, has also driven policy changes that have made
commumication with aod obtaining information about Sub-Saharan Africa mote acoesaible 16 U5,
Inminesses.

From the meetings with Afrlean governments, Non-governimental otgsnizations (NGOsyand
frica entreprencurs and small business owners, we have leamed what some of the ohstackes thay see
are 10 swnell business developrent and mowth in Africa, They are:

*  Limited access 1 capital. The funding souroes that are avaliabie come 21 3 high
ocust. African sinall enterprises typleally have little or no collateral and are
pereeived v be extremely high risk.

#  Lack of sustsinable capusity-building. Poreign aid piojecss may begin with tis best
of intentions, but fheir Efespan is ofen short,

#  Failurs to develop aud sustain Bisiness clusters andior small business incubators,
both o which are viable tols for economie development, especially in support of
the small enterprise,

#  Serious shortfall of telscommunications and comimunications fechnology thst
vould facilitate marketing and e-commeres activities.

e Bignificant shorfoomings and weaknesses it iong-tenm technical sssistance,

= Ineffective governance st national, siste and Yocal Jevels. More qualified hurtian
capital is needed o facilitate and mplement effoctive services,

* A need for berter nfrastructure support for small business by publie/privite sector
service providers, business assoctations and/or large corporate SOONSOTS.

« Limited intelleetual property (IPR) protection for African sraall and mediom
enterprises (SMEs) inhibits their willingness fo trade betweesn neighboring
provinves and stares. This also significantly inhibits 1.8, small firms from
engaging Aftican small businesses in trade.

Effective collsboration betwesn eountries in the tegion, with support of both the public dnd privats
sextors, will significandly enbiance economic development and growth.

One example of eross-botder eollaboration and the implementation of econorio ties on g regionial
bagis is SBAs initiative with the SME Congress of the Americas, wader which we have been working
wiih connterpart sganeies throughout the Asaericas siace 2003, The SME Congress of the Americasisz
hemispheric network of mieve, small and medivm enterprise (SME) service providers
setors, working wgether 10 promote the participation and competitiveness of SM , eBpED]
international trade. Ceunirics that condust internatioral frade have much mere economic strengil and 3
sizonger, mote viskle small business community, and those are sme of the ohicctives of AGEIA,

Page ¥ of4
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This leads me to » final point that [ would like to make regarding recommendations for promoting
entrepreneurship and small business growth in Afriea. This is not something thar the govemments of
Afron can do on their own, even with resources and assistance fom foreign povernments such ag the 1.,
One of thie things thut SBA does best s leveraging partnerships with private snd pob-forprofit
orgenizations. We certalnly could not de all that we do on our own. It is oritical that Afvics récognize

The private secror peeds to be a full parier in grass-roots economie development, Just as we

tize that our small business development assistancs ean play 7 tole in helping to create mors and
better wading pariners for U8, somall businesses, the private sector operating in Africa nesds to reskize
that the stability and prosperity that small busigess development provides crestes opportunities for
gounomic enrchmend.

Again thank you for the opportunity to shars our theughts and experiences regarding Afries and
endreprenenrial development,

Page 4084
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Mr. SMITH. Thank you so for your testimony.
Mr. MacAlister.

STATEMENT OF MR. RODNEY J. MACALISTER, PRESIDENT AND
CHIEF EXECUTIVE OFFICER, AFRICAN DEVELOPMENT
FOUNDATION

Mr. MACALISTER. Mr. Chairman, Mr. Ranking Member, distin-
guished Members of the Committee, thank you very much for this
opportunity to appear before you today and to share what the
United States African Development Foundation is doing to remove
obstacles for African entrepreneurs.

The Foundation was created in 1980 to take a different approach
to fighting poverty in Africa. The concept, then as now, is to enable
individuals and groups to get out of poverty by putting their own
ideas to work, not someone else’s. Our methods have evolved over
time with experience, but one of the main pillars of our work
throughout has been to remove barriers and promote the success
of our customers, who are thousands of Africans who have no lack
of innate entrepreneurial instinct, as you mentioned, Mr. Payne,
but simply lack the means to get going and stay on the path to suc-
cess.

We believe people in poverty know better than anyone what they
want to do to improve their lives, and usually they lack only the
technical know-how and the necessary capital to make their
dreams a reality.

I would appreciate being able to submit a longer testimony for
the record, please.

Mr. SMITH. Without objection so ordered.

Mr. MACALISTER. Thank you.

Let me tell you four things about us and what we do: One,
USADF has a unique model for growing businesses which gets im-
pressive results; two, the Foundation is stretching appropriated
funds with leveraged contributions; three, our work is in high de-
mand across the continent; and, four, after 25 years as part of the
overall American aid and development framework, USADF would
like to and has the potential to do much more.

So, first, we are actually unique, which I know is a pretty bold
claim. But our core business is growing African-owned small busi-
nesses and demonstrating that African entrepreneurs and farmers
can compete in the global marketplace. Since 1984, we have made
more than 1,500 investments in enterprises owned and managed by
poor Africans, businesses that they themselves have conceived and
operate.

The way we go about doing this is distinct from other agencies.

First, we work directly with our clients. Other than employing
African host government funds, there is no host government control
over what we do and how we invest our joint funds; and we do not
work through NGOs, consultants or other intermediaries. We be-
lieve our customers have the best view of their obstacles and how
to remove them.

Second, we help our clients think commercially. We show them
how to diagnose their constraints, assess opportunities, conduct rig-
orous financial analyses on their options and develop business
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plans that are commercially viable and generate income for owners,
employees and suppliers.

Third, USADF provides a comprehensive package of direct in-
vestments in African small- and medium-scale enterprises and
small farming operations. Essentially, we enter into a 3- to 5-year
relationship and stick with them through thick and thin to help
them succeed.

Fourth, we work with enterprises that could not otherwise access
commercial capital through banks. The investment is interest free,
but the customers commit to contribute up to 100 percent of the in-
vestment amount to a local development trust. This feature rein-
forces commercial discipline and will create a pool of development
funds for reinvestment in other businesses and community initia-
tives.

Fifth, because our business development model is unique and ef-
fective, African governments are making cash contributions to
match one for one appropriated funds. I know of no other agency
whose core model is specifically based on leveraging American tax-
payers’ funds in partnership with host governments.

USADF works. It is producing results. Our investments in small
African-owned businesses are generating economic growth. Small
farmers are increasing their income by diversifying their produc-
tion into high-value cash crops. These African businesses and farm-
ers can compete in the international marketplace. We help them
meet the quality and quantity demands of global markets and cre-
ate relationships with international buyers.

Last year, USADF’s investments across Africa helped create
more than 110,000 jobs for poor Africans and generated $70 million
in gross revenues for enterprises and almost $35 million in export
sales. Local communities are taking control of their own develop-
ment. Thus, USADF is advancing the objectives of AGOA and fur-
thering United States objectives of building a foundation of peace
and prosperity in Africa.

My written testimony includes examples that will illustrate what
our customers are accomplishing.

Second, USADF is stretching appropriated dollars. Because of
the Foundation’s distinct approach and high impact, a dozen Afri-
can governments and two private corporations are actually match-
ing the United States Government’s funding, dollar for dollar.
USADF has a total of $22 million in actual commitments and ex-
pressions of interest. However, at the current level of funding,
USADF will leave $11.5 million of this private co-funding on the
table because we do not have adequate appropriated funds to
match the private contributions.

Third, we are in high demand. As an example of the walk-in
business we experience, just this week, during the 2-day AGOA
Ministerial Forum, we were asked by the Minister of Industry from
the Congo, the Secretary of Commerce from Malawi, the Minister
of Commerce from Burkina Faso, the Minister of Commerce from
Benin and the Minister of Foreign Affairs from Burundi to match
funds that they have ready to put into USADF work in their coun-
tries. It hurts, quite frankly, not to be able to say yes.

For another example, President Ellen Johnson-Sirleaf of Liberia
has requested USADF help in rebuilding her country and restoring
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hope through creating small businesses and community enterprises
that can provide meaningful jobs to ex-combatants, women and
youth. USADF is already developing an initial round of invest-
ments to be funded this year, but we will need additional funding
next year to expand the program.

Fourth, and finally, it is time for USADF to grow to its optimal
potential.

What will it take to enable us to increase our impact in Africa
a}rlld deepen our contributions to United States objectives? Two
things.

The first is, this is an important year for us. We have put in
process a number of improvements, including stationing our former
President, Nate Fields, in Ghana to oversee in a more hands-on
way the service we are providing to the poor. And I do thank you,
Mr. Payne, for your kind remarks on my predecessor. He is a won-
derful manager within USADF.

But to have the capacity, we need to answer all the demand we
have, including being able to match the $11.5 million in contribu-
tions of African governments that are currently left on the table,
we do need adequate funding. Our board of directors has com-
mitted itself to this goal, and we will work with the administration
and Congress to achieve it. We would be exceedingly grateful for
the support of this Committee’s Members.

Secondly, we also need some technical updates to our authorizing
statute. During our 25 years of operations, the context for our work
has changed significantly, but the legislation has never been re-
vised. We believe several changes are now needed to better enable
us to achieve our congressional mandate.

I am extremely grateful to Congresswoman Lee, Congressman
Payne and Congressman Boozman for their support in general and
their leadership in particular on shepherding this small but nec-
essary bill through the House. All of the proposed revisions are
straightforward, so I hope the Committee will be able to consider
it as a form of technical corrections bill. I would welcome the oppor-
tunity, Mr. Chairman, to meet with any Members or their staff on
the proposed revisions.

Mr. Chairman, thank you for the opportunity to appear before
you today. More importantly, I thank you and your colleagues for
your commitment to the poor of Africa. The work of the United
States African Development Foundation is a powerful example of
the goodwill of the American people and I believe is one of the most
effective foreign assistance programs we have. I look forward to
working with you in furthering the United States’s interests in Af-
rica.

Thank you.

[The prepared statement of Mr. MacAlister follows:]

PREPARED STATEMENT OF MR. RODNEY J. MACALISTER, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, AFRICAN DEVELOPMENT FOUNDATION

Mr. Chairman and distinguished members of the Committee, it is my pleasure
and privilege to appear before you today to share what the United States African
Development Foundation (USADF) is doing to remove obstacles for African entre-
preneurs.

The Foundation was created in 1980 to take a different and then-untried ap-
proach to fighting poverty in Africa. The concept—then as now—is to enable individ-
uals and groups to get out of poverty by putting their own ideas to work, not some-
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one else’s. Our methods have evolved over time, with experience, but one of the
main pillars of our work throughout has been to remove barriers and promote the
success of our customers: thousands of Africans who have no lack of innate entre-
preneurial instinct but simply lack the means to get going and stay on the path to
success.

In describing our work, I will address four dimensions:

1) USADF has a unique model for growing businesses, which is showing im-
pressive results.

2) The Foundation is stretching appropriated funds with leveraged contribu-
tions.

3) Our programs are in high demand across the continent.

4) After 25 years of operations, and given the distinct and effective contribution
that the Foundation makes to the U.S. foreign assistance community,
USADF has the potential to do much more.

USADEF is unique. The United States African Development Foundation’s core busi-
ness is growing African-owned small businesses and demonstrating that African en-
trepreneurs and farmers can compete in the global market place. Over the years,
it has made more than 1500 investments to promote economic and social develop-
ment for the poor in Africa.

The way we go about doing this is distinct from other agencies:

o First, USADF works directly with its clients. Other than employing African
host government funds, we bypass other governments and do not use inter-
national consultants or intermediaries.

Second, the Foundation helps its clients think commercially. We show them
how to diagnose their constraints, assess market opportunities, conduct rig-
orous financial analyses on investment options, and develop business plans to
support commercially viable activities that generate income for owners, em-
ployees, and suppliers.

Third, USADF provides a comprehensive package of direct investments in Af-
rican small and medium-scale enterprises, agri-businesses, and smallholder
farming operations. This integrated investment package combines technical
assistance and training to strengthen technical, managerial and marketing
capacities, with working capital and access to new technology. The Founda-
tion assists its clients to: diversify their product lines; enhance the quantity
and quality of production to meet market standards and demand; increase
value through processing; and access regional and global markets.

e Fourth, while we were an early pioneer in microfinance, nowadays USADF-
supported enterprises receive between $50,000 and US$250,000 in investment
financing, as this is the least-served level of capital need. The investment is
interest-free, but the customers commit to contribute up to 100% of the in-
vestment amount—based on business projections and actual profitability—to
a local development trust. This unique feature of USADF’s enterprise develop-
ment model ensures companies have the “patient” capital they need to grow,
and at the same time reinforces commercial discipline so that small enter-
prises can access future capital requirements from banks and other commer-
cial sources. It also fosters a culture of social responsibility and it creates a
pool of development funds for reinvestment in other businesses and commu-
nity initiatives.

e Fifth, because our business development model is unique and effective, Afri-
can governments are making cash contributions to match, one-for-one, appro-
priated funds. I know of no other agency that is so successfully and exten-
sively leveraging American taxpayer’s funds. This critical aspect of our pro-
gram is detailed below.

USADF works—it is producing results. The Foundation’s investments in small Af-
rican-owned businesses are generating economic growth. It is helping small farmers
increase income by diversifying their production into high value cash crops. USADF
is demonstrating that small African businesses and farmers can compete in the
international market place; it is helping them meet the quality and quantity de-
mands of the global marketplace and creating linkages with international buyers.
The Government of Ghana has made USADF’s model of growing small businesses
one of the major components of its national economic development strategy. Last
year, USADF’s investments across Africa helped create more than 110,000 jobs for
poor Africans and generated $70 million in gross revenues for enterprises and al-
most $35 million in export sales. (A chart showing the growth of gross revenue and
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export sales among USADF-supported enterprises is attached). The Foundation’s
community enterprise investments are supporting grassroots solutions to local prob-
lems and empowering communities to take control of their own development. Thus,
USADF is advancing the objectives of AGOA and furthering U.S. objectives of build-
ing a foundation for peace and prosperity in Africa.

Four ADF-funded projects demonstrate the success and impact of our investments
in growing small, African-owned businesses and launching some of them into the
global marketplace.

e Bosbel Vegetable Oil Mills Ltd., located in Tamale, northern Ghana, special-
izes in the production of vegetable and groundnut oils for the Ghanaian and
export markets. Aging equipment and limited resources were hampering
Bosbel’s ability to meet increased demand both from the local and export mar-
kets. In FY 2004, Bosbel Vegetable Oils was approved for the equivalent of
US$245,117 in funding support, enabling them to expand production. Since
ADF’s involvement commenced, Bosbel Vegetable Oils has experienced rev-
enue growth of US$306,977, of which over 50% is derived from exports.

e The Tanzania Mtibwa Sugar project has demonstrated an impressive capacity
to scale up its production to meet the demands of the export market through
its support for the production of small-scale sugarcane “outgrowers.” First
funded during FY 2002, Mtibwa Sugar has increased its gross export reve-
nues by 423 percent over the past three years, from US$1.188 million during
FY 2002 to US$5.034 million in FY 2005.

e Ruembe Outgrowers Association, another small-scale sugarcane producer in
Tanzania, has already exceeded most of the targets established when it was
approved for US$228,740 in ADF funding in FY 2004. Yields per hectare are
up 30% and cumulative export sales stand at US$4.7 million. The number of
participating cane farmers has increased by 50 percent since project inception
and the income of the 1440 growers has almost doubled as a consequence of
ADF’s investment. Ruembe Outgrowers have become a trusted supplier of
sugarcane to the Kilombero Sugar Company.

Kelvin Shaun Investments Ltd., Uganda, a hydrated lime processing busi-
ness, received a US$250,000 grant in FY 2005 to enable it to expand produc-
tion and meet market demand, currently being met by imports. Funding sup-
port from ADF allowed Kelvin Shaun to construct new facilities, procure vehi-
cles and equipment, and purchase inputs. Kelvin Shaun has subsequently se-
cured a contract to supply an international construction company with 200
metric tons of hydrated lime valued at US$259,500. The company’s net in-
come has increased 17 fold since ADF support commenced.

USADF is highly effective. Over the past five years, the Foundation has consist-
ently exceeded its performance targets. After conducting an extensive assessment of
our operations last year, OMB gave USADF its highest performance rating, which
only 11 percent of all government agencies and only 5 percent of all investment-
making programs receive. We are very proud of this achievement and are committed
to building on our record of strong performance management. As a business our-
selves, our goal is to model the kind of management practices that we expect from
those we serve.

USADF is stretching appropriated dollars. Because of the Foundation’s distinct
approach and high impact, a dozen African governments and two private corpora-
tions are actually matching the U.S. government’s funding, dollar-for-dollar. For ex-
ample, the Government of Ghana is providing $5.0 million annually in co-funding
for the Foundation’s program. Moreover, the agency stipulates that African enter-
prises that receive USADF support must contribute to a locally owned and directed
venture capital fund. Thus, taxpayer funds invested in Africa can be used again and
again to fund enterprises within the community and thus have a significant multi-
plier effect. Through these two mechanisms, USADF is effectively more than dou-
bling the program impact of appropriations. No other agency operates on this basis.
USADF has a total of $22.0 million in actual commitments and expressions of inter-
est. However, at the current level of funding, USADF will leave $11.5 million of this
private co-funding on the table, because we do not have adequate appropriated
funds to match the private contributions. (A list of the strategic partnerships is at-
tached to this statement).

USADF is in high demand. The African Development Foundation is a vibrant pro-
gram that both furthers U.S. foreign policy objectives in Africa and also supports
Africa’s own priorities. Because it is seen as highly effective and supporting local
needs, African governments, businesses and communities are clamoring for
USADF’s investments; demand for its services greatly exceeds resources. For exam-
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ple, President Ellen Johnson-Sirleaf has requested USADF to help in rebuilding Li-
beria and restoring hope through creating small businesses and community enter-
prises that can provide meaningful jobs to ex-combatants, women and youth. (A copy
of her official request is attached to this statement). USADF is already developing
an initial round of investments to be funded this year, but it will need additional
funding next year to expand that program. The Governments of Burundi and the
Democratic Republic of the Congo have also requested USADF to assist in their
post-crisis transition and development, but USADF does not currently have the
funds to undertake other new country programs.

It is time for USADF to grow to its optimal potential. The Foundation’s programs
are high impact and in high demand. It has been externally judged—Dby our clients,
the Administration and Congress alike—to be effective. USADF makes a unique and
valuable contribution within the US’s foreign assistance program.

What will it take to enable the United States African Development Foundation
to increase its impact in Africa and deepen its contributions to U.S. objectives? I
believe there are two critical components needed:

1) This is an important year for us. We have put in process a number of im-
provements, including stationing our former President, Nate Fields, in
Ghana to oversee in a more hands-on way the service we are providing to
the poor. But to have the capacity we need to answer all the demand we
have, including being able to match $11.5 million in contributions of African
governments that are currently left on the table, we need adequate funding.
Our Board of Directors has committed itself to this goal, and we will work
with the Administration and Congress to achieve it. We would be exceed-
ingly grateful for the support of this Committee’s members.

2) Some technical updates to our authorizing statute. During our 25 years of
operations, the context for our work has changed significantly but the legis-
lation has never been revised. We believe several changes are now needed
to better enable us to achieve our Congressional mandate, including:

e Redesignating the agency the “United States African Development Foun-
dation,” to clearly identify the Foundation as a U.S. government agency.

e Specifically including small enterprises and farmers associations as eligi-
ble recipients, recognizing that these are the engines for Africa’s economic
and social development.

o Increasing the cap on grants from $250,000 to $400,000 to better meet
the needs of African enterprises, smallholders and communities.
e Revising a number of personnel provisions.

I am extremely grateful to Congresswoman Lee, Congressman Payne and Con-
gressman Boozman for their support in general and their leadership in particular
on shepherding this small but necessary bill through the House. All of the proposed
revisions are straightforward, so I hope the Committee will be able to dispense with
it as a form of technical corrections bill quickly. I would welcome the opportunity,
Mr. Chairman, to meet with any members or their staff on the proposed revisions.

Mr. Chairman, thank you for the opportunity to appear before you today. And I
thank you and your colleagues for your commitment to the poor of Africa. The work
of the United States African Development Foundation is a powerful example of the
goodwill of the American people, and I believe it is one of the most effective foreign
assistance programs we have. I look forward to working with you in furthering the
United States’ interests in Africa.

Mr. SmITH. Thank you very much, Mr. MacAlister.

Thank you both for your testimonies, for your very timely rec-
ommendations to the Subcommittee to take action but also to en-
courage our colleagues, in like manner, to be aware of the good
work that has been done, is being done, and certainly can be done.

You mentioned Liberia. Obviously, Liberia and the other coun-
tries you have mentioned are in desperate need of transitioning so
that a tourniquet is put on any possibility of ever going back; and
certainly with the election of Ellen Johnson-Sirleaf there is great
hope and expectation that Liberia can become another jewel. But
it needs, as you pointed out, technical support and access to cap-
ital, certainly, and a structure that systemizes that and expands it
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so that the African subcontinent can realize its true potential,
which is greatness.

Let me just ask you a couple of questions.

One, you know, just an aside, but having worked there for so
long, Mr. MacAlister, especially—I am sure both of you have in-
sights on this—and that is the nexus that disease morbidity, mor-
tality is having—not just the HIV/AIDS crisis but also the malaria
crisis—every 30 seconds, as we know, another child dies from ma-
laria.

This morning, the President was—actually, First Lady Laura
Bush along with Ambassador Tobias and I joined him at the Na-
tional Press Club when they announced that Malawi, Mozambique,
Rwanda and Senegal have been added to the President’s initiative
on malaria in an attempt to cut by half the number of malaria
deaths in those countries. That now brings to seven the number of
countries in that cluster that will grow and hopefully grow even
faster going forward. One-point-two billion dollars over 5 years is
what the President wants to use for this malaria initiative.

I mention that because when you talk to people who want to in-
vest, there is that concern about the indigenous desire of locals to
get access to capital and create their own economic prosperity. But
for foreigners, Americans and others, to invest, there has been that
reluctance based on war and I do believe based on disease. And I
would appreciate any insights you might have on that.

We know that, until malaria was licked, the Panama Canal was
going nowhere and other diseases remained there.

It seems to me that the sooner we get a handle on that, for the
best reasons to protect people’s lives but also to enhance their qual-
ity of life, the better. And what is the nexus that you see between
the health issue and business?

Mr. MACALISTER. I am not an expert in diseases. I understand
conflict and warfare and that dimension of the threat to the sus-
tainability of Africa’s businesses and its economic growth much bet-
ter. But, clearly, there is a nexus, Mr. Chairman.

We can easily assume a lot of things that are essential for suc-
cess that we don’t have to worry about in our country, such as good
health and solid infrastructure and other things, none of which can
be assumed or taken for granted in Africa. So while USADF has
no particular mission in health or indeed in security, we do have
to pay attention to these things; we are mindful of them. That is
where I think good synergy across the different government agen-
cies is a useful thing, particularly where our relatives at USAID
and MCC have programs that address these specific needs.

Mr. SMITH. Mr. Rosales, did you want to respond?

Mr. RosALES. Usually, small businesses, when they trade inter-
nationally, their main concerns are transparency, arbitration, dis-
pute resolution, non-tariff barriers and the introductions to invest-
ment, knowing that marketplace or knowing their investment
would be safe. You know, capital is a coward. But as far as disease
and warfare, I think Mr. MacAlister is the expert on that subject
matter.

Mr. MACALISTER. I was just handed a note as well that I think
is an interesting additional point, and that is that we are actually
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seeing the need to double the training for enterprise managers
within USADF projects just to allow for morbidity.

Mr. SmITH. Wow. I appreciate that insight.

Could you speak to the issue, and it goes along with technical ca-
pabilities, so that the skills to grow a business are sustainable,
knowing how to meet a payroll, how to ensure that your business
survives, that you have a product that is viable in your locale.

Many of us—and I served on the Veterans Affairs Committee for
24 years until last year; and I was always struck that, post-World
War II, it was the GI Bill with its emphasis on housing but also
on access to college that created the entire middle class in this
country. Until World War II, the two echelons were like we see in
so many other countries, the very rich and the very poor. And I am
wondering if you might speak to maybe the African countries don’t
have the wherewithal for something equivalent to the GI Bill, but
one of the outcomes of the GI Bill was the creation of the commu-
nity college system, the 2-year community college system which has
enabled so many people of limited means to get college and then
to break out, go right through that glass ceiling that might have
otherwise been imposed on them.

What is your sense about that kind of higher education infra-
structure, especially over time? It seems to me that you are late
putting seeds—111,000, or whatever that number was, jobs is noth-
ing to snicker at. That is very significant, and I congratulate you
on that. But, obviously, you want to grow it. You want more re-
sources.

You even said, and I thought this was interesting, that foreign
aid projects may begin with the best intentions but their life span
is often short. So there is almost like a fatigue that sets in or a
lack of planning for sustainability. But the education part, it seems
to me, is crucial.

Mr. MACALISTER. Well, you are absolutely right, Mr. Chairman.
{n fflct, it is even more fundamental than the community college
evel.

Here is a quick look at some of the recent developments in the
USADF portfolio. As I mentioned, we are going into Liberia. That
is our newest country. We are going there as fast as we can at the
request of the White House. We were actually in President John-
son-Sirleaf’s office 13 days after her visit here. So we think we can
move as fast or faster than any other part of the U.S. Government
to help her show meaningful results within the first 150 days.

But we are also going into Angola, we began last year in Rwan-
da, we are going into Burundi, we are in northern Nigeria but mov-
ing toward the delta shortly, and we are in northern Uganda; and
just the names of these places tells you something about the issues
that we face.

In countries that have known warfare for a protracted period of
time, such as Liberia, for 14 years, any Liberian that you meet be-
tween the ages of 10 and 30 essentially has had no education and
no childhood, lost their childhood violently and was taught how to
cause others to lose their childhood in the same way.

Because of that, because of the lack of ability just to read and
write, add and subtract, they not only have those problems but a
lack of faith in their fellow human being, the ability to believe in
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tomorrow, the ability to sacrifice for a gain the next day, many of
the things that again are so fundamental. So even before we can
get to a level of community colleges and that sort of thing there is
a great deal of remedial need at the basic educational level.

Mr. RosaLES. I would like to add that the project that we did in
Nigeria really addressed that issue. The reason why it is still avail-
able to the communities are there was buy-in from the local gov-
ernment. These BICs were really intended to be a place where they
can have resources, including counseling and access to the library,
to be able to get into business, and as was stated, the very lack
of education.

In our experience at the SBA, capacity building or technical as-
sistance is just as important or more important than capital. Be-
cause our role is to create an environment with these businesses
of sustainability to reduce the failure rate. This capacity building
in Africa is in all fronts in the governments to provide the same
kinds of services and products that we do for our small businesses
so they can thrive, private-sector organizations like chambers of
commerce or industrial groups that can provide the services to
their memberships so they can grow, and to the SMEs themselves.
We understand that our SMEs here are large compared to the
SMEs in Africa where there are more microbusinesses, which has
a totally different challenge. The capacity building, technical assist-
ance, education is the key.

Mr. SMITH. Lastly, one final question. Yesterday, the AFL-CIO
filed a section 301 complaint with the USTR toward the People’s
Republic of China because of their horrific record on labor rights
and their mistreatment of workers’ rights—no collective bar-
gaining, no ability to have OSHA-like protections.

When Greg Simpkins and I were in Uganda, we visited a factory
that is making clothing for export, much of it coming to the United
States, and asked them a number of questions about worker rights
while they were there. It seems to me that some U.S. businesses
are very quick to invest where the pay and health benefits—or lack
of it—is so small that people—you know, there is more money to
be made. And my question is—and I read the AFL-CIO’s complaint
yesterday, and it is an indictment of China for its abuse of workers.
I am wondering what safeguards—because this was a topic of con-
versation when AGOA was considered originally—but what safe-
guards do you think are needed so that a culture that respects the
rights of workers, as these businesses are small, medium and even
large, are getting off the ground, can be inculcated?

Mr. RosALES. In my statement, sir, I mentioned big governance;
and I think that is within the crux of some of the issues in devel-
oping nations.

I am not an expert on the subject matter, but, you know, know-
ing that if you have good labor standards and good relations be-
tween the management and the companies and their employees
that you will have a more productive society.

Mr. SmiTH. Okay.

Mr. MACALISTER. As a U.S.-Government-owned corporation,
USADF tries to operate as a small business and therefore a model
for the rest of our customers. We have a union within our own or-
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ganization, and we try to manage our labor relations in such a way
that they can be a model for our customers.

In Africa, there are so many differences in the quality of work
life. One of the things that I have made a priority to focus on is
simply the safety, health and well-being of the people that come to
work every day. From the oil business background that I had,
where safety is virtually a religion, I am trying to bring a culture
where everybody understands that they have to come home at the
end of the day in the same fine shape that they arrived at in the
morning. And in ways like that as well as in environmental policy
and other things we are trying to bring more of this culture and
imbue it deep within the businesses that we invest in.

Mr. SMITH. That is really outstanding.

Just one footnote, one point that I noticed in the human rights
report this year for China, the lack of concern for worker rights.
There were at least 125,000 men and women who died in industrial
accidents in the PRC last year, which is a horrific loss of life. I saw
nothing in the reports dealing with Africa, so I don’t know if that
is being chronicled.

But thank you for the wonderful work you are both doing. We
appreciate it.

Mr. Payne.

Mr. PAYNE. Thank you very much; and let me also indicate that
I think, as I indicated in my opening remarks, it is very important
that we attempt to really get more activity moving in this whole
small business and entrepreneurial area in Africa.

I wonder, Mr. Rosales, if you can talk about any specific project
that SBA has implemented with any country in Africa with African
entrepreneurs to improve capacity and combat the obstacles you
mentioned, such as developing and sustaining small business net-
works and incubators. Are there any specific programs that you
have been involved in in any of the countries there?

Mr. RosALES. Yes. Thank you Mr. Payne.

The Small Business Administration’s main focus is domestic. It
is to assist and create the opportunity for small businesses. Our
role in the international arena is to take those businesses abroad,
so our interaction with Africa is limited, and it is limited to two
projects that we have done. One was in Egypt, which is not sub-
Saharan but in Africa; and those were again to assist the Egyptian
Government to develop these technical assistance centers. The
other was in Nigeria, where we established these two BIC centers
that provided basic information and technical assistance to budding
entrepreneurs.

The other area that we are involved in is when we have visitors
come to us who are seeking some of our best practices so they can,
hopefully, take those best practices and utilize them in their econo-
mies.

We have an agreement with Nigeria, an MOU, Memorandum of
Understanding, where we can share our technology and share our
best practices for them to look at certain sectors’ particular access
to capital, our guaranteed programs for banks, and our government
contracting program.

So our ability to do what Mr. MacAlister does is restrained. Our
real role is to really focus on the small businesses in America and
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have them get ready to export and compete internationally and
hopefully gain ground, particularly in China.

Mr. PAYNE. All right. Then it might be good, a nice project if your
agency had the capacity to grow to try to even be a little more ag-
gressive in some African countries to export your skills that you do
here domestically.

Mr. ROSALES. Yes, sir. In my interaction this week with the
AGOA countries, most of them, if not all, are seeking that kind of
technical assistance. We work very closely with the other agencies,
the U.S. Government particularly through the Trade Promotion Co-
ordinating Committee, where they may have the ability to do
things on the ground in Africa and we add value to their projects.
But it is technical assistance at all levels that they seek, and we
can offer that through the exchange of best practices. But, you
know, we don’t have the mandate to do so abroad.

Mr. PAYNE. Okay, as you mentioned—thank you—that you are
primarily domestic. But I wonder, you know, we are always at-
tempting to, through SBA and section—I mean, what you call
USAID program set aside and some of the programs that we used
to have, I wonder if you have been there long enough to see wheth-
er any minority businesses, women-owned businesses, African
American-owned businesses or other kind of small businesses have
been worked with, since you say you are mainly domestic, to see
about getting these minority businesses connected to African busi-
nesses.

Mr. ROSALES. Yes, sir. Our role is to go out in all communities
to promote the opportunities that are abroad. And the best conduit
to trade between Africa and United States is the African American
community. My experience as a head of a chamber of commerce in
California, an Hispanic chamber, is that we dealt very closely dur-
ing the NAFTA debates in creating those linkages with the Mexi-
can companies so we can create opportunities for trade. I think
those linkages are very important. That is why in my testimony I
indicated the private sector.

Private sector is very much the key, because we need to remem-
ber that most of these businesses in Africa that will be able to ex-
port, the numbers are not that great. In the United States alone,
we only have 220,000 exporters out of 25 million small businesses.

So we need to focus on those areas where the opportunities are,
and the bridge—the natural bridges would be the diaspora commu-
nities from those countries here who have the relationships back
home; and through our programs like 8A and all our assistance
programs, we encourage, obviously, all sectors to export abroad.
Our assistance to minority communities has been on the increase
the last 4 years, but we are breaking records not only in our 7(a)
program but in our contracting programs and in our technical as-
sistance areas, also.

Mr. PAYNE. Thank you. Is there any connection—I know Over-
seas Private Investment Corporation, OPIC, is usually—I guess
have your bigger maybe road programs and so forth. Do you get in-
volved at all with OPIC, which, of course, is trying to encourage
U.S. products to be sold abroad? I mean, is the overall product—
of course, we want to see it both ways. We need you to look at
China, perhaps, so we can sell something to China rather than buy
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everything they make, but that is another day for another story.
Is there any connection with your SBA and OPIC?

Mr. RosALES. Yes. As a matter of fact, before I go any further
on that question, sir, we have a women’s business center in Vir-
ginia that is funded through the SBA that works with Africans in
Ethiopia in business development. So we have a lot of our private
sector partners who are dealing with those kinds of situations.

As far as our engagement with other agencies, we have an MOU
of understanding both with OPIC and with Ex-Im Bank in assist-
ing them with developing their small business centers within their
agencies.

As a matter of fact, the Ex-Im Bank, I think, 6 months ago cre-
ated a small business center. We have a co-guarantee working cap-
ital program with Ex-Im Bank so we can go out and reach more
small businesses that want to export abroad. And with OPIC, we
are working with them so they can bring smaller deals to the table.
And in the last 6 months, I think OPIC has done about 100 small
deals that we are looking into how large each deal was.

So we do work very closely with them because we have a net-
work, which they do not. Both of those agencies are headquartered
in Washington, DC, with very few offices throughout the United
States, whereas the SBA has the resource partners through univer-
sities, through the banking system and through our district offices,
so we work very closely with those agencies.

Mr. PAYNE. Well, that is great; I am glad to see OPIC getting
into smaller projects.

You know, early on they were only kind of dealing with the
Halliburtons and that sort of thing. I don’t think they need any
more help. I mean, maybe we could break that down into small
business; we could probably create another 2,000 businesses if we
did that.

But the total, Mr. MacAlister, you mention that no other agency
operates on the basis as you. You talk about USADF has a total
of 22.0, 22 million, in actual commitments and expression of inter-
est; however, at the current level of funding, you must leave 11.5
million of this private co-funding on the table. Could you just elabo-
rate on that a little bit more?

Mr. MACALISTER. Certainly, Mr. Payne. We have got a $23 mil-
lion budget this year, and that has been the administration’s re-
quest for next year. The total leveraged contributions that we are
able to match is $10.5 million, so that is where we get the $11.5
million difference.

Mr. PAYNE. So you could—if you had to expand that capital, you
could certainly do—there is certainly much more demand than you
have the ability to finance?

Mr. MACALISTER. That is right. Our optimal funding level at the
level of demand that has been expressed—although that is increas-
ing constantly—is $35 million. Being that that is not what the
President has requested, I obviously have to respect the President’s
request, but I don’t mind making it known that I find it a bit of
a management challenge for us to optimize the delivery of our serv-
ices when we don’t have the capital capacity to do so.

Mr. PAYNE. Okay. Something we can look at.

Thank you very much.
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Mr. SMITH. Ambassador Watson.

Ms. WATSON. Yes. Thank you very much to the panel.

And, Mr. Rosales, you mentioned that in California you are look-
ing at helping businesses there. Well, are you aware of our trade
centers that we have on the continent of Africa? I think we have
two, one in Johannesburg and the other one probably down in
Zimbabwe. I know that we were able, myself and others, to open
up one in Brazil and so on.

If you are aware of those, can you bring us up to date? Because
what I would do when I was taking groups to South Africa would
be to take my group through our center for an orientation because
people fantasize about Africa. One woman contacted my office, she
makes African dolls. She thought she could go sell them. That is
like taking sand to the beach. So what we did was give our group
an orientation and hoping that when they got back to their respec-
tive homes, other people who had interest in entrepreneur pursuits
would be able to be guided and directed to, A, what would sell
there in Africa, what businesses they could start up, and what the
time is like.

Could you comment on if we still have those trade missions, and
if somebody wanted to start a business; and they came to you be-
fore they left going to Africa, what kind of information would they
receive?

Mr. RosALES. Thank you.

First of all, I have been out of California for 5 years. This was
my experience when I was head of the Chamber of Commerce over
10 years ago. And unfortunately, California has shut down most of
their international centers. I am aware that under Mr. Davis that
those centers were closed. And California does not have a trade
and commerce agency. It is under a different agency now.

But those centers were very helpful in the sense that they aug-
mented what happens in our commercial services in our Embassies,
where they specifically geared toward the State’s products and
services they had to offer. So those centers were very productive
and very helpful. As a matter of fact, I helped cut the ribbon to the
center in Mexico City that was established back in the early 1990s.
So those centers do work.

Now, if somebody walks into one of our expert assistance cen-
ters—because the SBA is collocated in 16 locations with the De-
partment of Commerce, and Ex-Im Bank in 5 locations—and they
are looking for basic services in export, depending on exactly what
their needs are depends on which agency would help them. And it
is a one-stop shop for that assistance. If they happen to walk into
an SBA office, we have what we call an International Trade Officer
at each SBA office that would lead them to our trade expert offi-
cers.

Most of our role is in the finance side. The outreach and the pro-
motions that we participate in is mostly conducted by the Depart-
ment of Commerce. Ex-Im Bank and SBA, our major role is financ-
ing those deals. We finance the smaller ones and Ex-Im Bank the
larger ones. Through our co-guarantee program we have been able
to maximize our resources capital that we can put out to the small
business community.
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Our role is to look for the companies that are ready to export,
the companies that have already proven that they have sustain-
ability in the marketplace, and they are ready to expand and have
the capacity to do so, and those are the companies we work with.
International trade is not a very easy market. In domestic it is not
easy, and now you take that to a greater level.

So our training and capacity-building happens in several areas.
One is training the banks, telling the banks what we have to offer.
Most banks do not have international individuals in their branches
so they can help our prospective clients, so we help the banks. At
the same time, we train the individuals from A to Z how to export.
As a matter of fact, one of our tutorials on line is how to break into
the trade game.That can be used universally.

And thirdly, we help them do their financing schemes, how to set
up their infrastructure, what kind of product they use for their par-
ticular product line that they are trying to sell. We have basic pro-
grams that deal with real estate and equipment, and we have pro-
grams for short-term capital, and then we have revolving lines that
go up to $2 million.

We work very closely with Commerce, who sets the stage by hav-
ing field offices abroad, who work very closely with these State of-
fices, to be able to help the small businesses while in country. They
do the analysis, they do the groundwork, they know the people. In
trade, the big word is the know who, not so much the know-how.
So they know the who in those countries that can help them con-
nect and make those matches so they can execute trades.

So it is a very complex and very good service that we provide to
small businesses. Unfortunately, not a lot of them know that we
are there, and our job is to go out and to promote and be sure that
they understand the opportunities that the U.S. Government af-
fords them in expanding their marketplace.

Ms. WATSON. Thank you very much.

And to Mr. MacAlister, in the remaining time, Mr. Chairman,
can you describe what you see are the major needs of the native
Africans as they go about entrepreneurship? Now, you go into a vil-
lage, and the women are the shopkeepers, and the men have other
duties. Now that high technology is spreading over many of the
countries on the west coast, what would you see are their needs,
most of the young Africans, in terms of becoming entrepreneurs?
That is number one.

And I mentioned in my opening that I was concerned about the
piracy of intellectual property. Let me give you an example. You
know the tunes, the little rhythms and so that they have seem
some way to end up in a lot of our music over here on these shores.
And I have heard people say, you know, you were humming some-
thing, and that is what we chant in the village, or maybe that is
the basis over here of a lot of our religious music.

So there is a connection, and I was concerned about the intellec-
tual property that might originate in Africa and come over here—
of course, I have a major concern about our intellectual, creative
and innovative pieces ending up in other places, too, maybe in Afri-
ca, being copied. But for the most part what would you see are the
major needs in training?

Mr. MACALISTER. Certainly, Ambassador Watson.
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You know, at some fundamental level, what we all need to suc-
ceed is somebody to believe in us. And so the first and probably
foremost thing that we offer consistently to the poor of Africa that
we work with is belief in them and their ability to succeed. We
come alongside them, we help them understand their needs; we
take their ideas, we help them evaluate their context, how enabling
is the environment around them, where is the market, what would
the price be, how to put this into a plan, and how to pass muster
just as they would if they went to a bank. And we sort of step into
the shoes of a would-be bank and require the same standards of
them as they would if they walked into the doors to a bank, but
then we stick with them.

Most of the time the problems are not complex, and most of the
time—in our portfolio we don’t often see problems of intellectual
property. I will give you an example. In northern Ghana, for in-
stance, we are helping some 200 small farmers become mango
outgrowers to a major fruit company there. These fruits, the man-
goes, are going to go into the export markets. It takes a lot of work
to grow a mango grove. It is at least 3 years before you get any
fruit, 5 years before anything much is happening, before a major
crop. And during that time, it is not simple like pulling nuts out
of the ground. And so we help the farmers sustain themselves
through that tough period during which some initially fell away be-
cause of the hard work, because of the discouragement, because of
the delayed results, all of the things that they were not used to.

Well, now it is like a fashion statement to be a mango producer
in northern Ghana because they have seen the quadrupling and
quintupling of incomes that come as a result of that. Now there is
a processing facility outside of Accra called Blue Skies; and what
this facility does is intake mango, banana, papaya, coconut, all the
tropical fruits from 150 outgrowers within an hour or 2’s trucking
distance from the plant. They would like to double their capacity
so that they can export these fruits to further markets in Europe
and abroad, but their constraint is the number of growers that they
have to depend on. And they have quality problems and reliability
problems and everything.

So when we pitched up, we said, look, this is what we do, we
grow growers; we have the financial capital for them and the tech-
nical ability to help them become reliable and meet the quality
standards you require. It is not exceedingly complex, it just re-
quires the patience, the endurance, perseverance and the commit-
ment to do it.

Ms. WATSON. If I have another half a minute left, I know early
on—I am talking about in the 1960s—1970s—in talking to one of
the governors in Nigeria, he said that he had capped his gold
mines and his diamond mines because they did not have the skills
and the technology to administer and operate those mines them-
selves, and so he was working on sending young people to the
States, to Western Europe to learn those skills. Now, that was back
in the 1970s. Do you see more highly skilled workers that could go
in and process their own resources and operate their own mines?
I have no idea; I haven’t followed up.

Mr. MACALISTER. In the extractive industry specifically?

Ms. WATSON. Yes.
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Mr. MACALISTER. That is not an industry that we have any di-
rect investment with. We are working with Global Alumina in
Guinea, who are making the largest single foreign investment in
the continent for many years, and helping them manage a lot of
their community relations challenges that they are going to have,
but we have not, to my knowledge, financed individual extractive
operations.

Ms. WaTsoON. Well, it looks like the continent of Africa will be
our continent for resources, natural resources, in the future, and I
think what might be interesting, Mr. Chairman, is that we kind of
see or do a—I would guess a report on how the Western countries
of Africa are preparing to be able to process these natural resources
for worldwide trade. We might want to look into that because they
are so rich, and we are concerned about the poverty levels, so that
people are trained and they could extract their own resources and
process them and send them internationally. I think that would
help a great deal, rather than receiving handouts from the various
other countries of the West.

And I want to thank our panel very much. This is very enlight-
ening.

Mr. SMITH. I would just add to that, we have actually held hear-
ings on this. The concern that many of us have is that countries
like China, which has a great need for natural resources—timber,
oil, and metals—are getting those metals and those precious re-
sources for a song. And that is a very disturbing trend for arma-
ments and weapons in places like Sudan, for example, and
Zimbabwe. So I think your point is very well taken, and I thank
you for it.

Yes, Mr. MacAlister.

Mr. MACALISTER. With your permission, Mr. Chairman, I would
like to go back to that question you asked about China earlier and
the labor practices there. In a way, it is a pity that you don’t have
Dick Day and Larry Bevan behind me sitting here, who, combined,
have more than 50 years experience in this field versus my 4
months.

But the note that I have received says the following: That we en-
sure, as a criteria for support, that USADF invests in businesses
that pay at least double the average daily wage. Our objective is
to fuel economic growth through small businesses that generate
good-paying jobs for the poor.

Mr. SmiTH. Thank you for that, and thank you for that amplifi-
cation.

If you could also get back with us, if you would, maybe with
some amplification on the nexus between disease—you mentioned
morbidity, and it would be very helpful for the Committee if we
knew about that. And it would help us, I think, garner additional
resources for that important humanitarian issue if we can also
prove or show the connection of economic growth and vitality.

Mr. MACALISTER. We would be happy to do that.

[The information referred to follows:]
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August 22, 2006

Response from Rodney J. MacAlister, President, U.S. African Development Foundation to
Congressman Christopher H. Smith, June 8, 2006 HIRC Hearing, Removing Obstacles for
African Entreprencurs

Questions:
What are the effects of morbidity on African entreprencurial growth and vice-versa?

Answer:

The United States African Development Foundation (USADF) builds bridges to economic
opportunity, security, and sustained growth. Operating in 17 countries across Africa, we focus
on innovation to unleash African entrepreneurial spirit and create economic opportanities,
ownership, and broad-based growth. By helping to support enterprises, create jobs, and increase
sales and revenue, USADF’s programs have a sustainable and significant positive impact on the
lives of the poor.

The link between economic prosperity and physical health has been made by statesmen and
researchers alike. On being swom in as President of Malawi on May 24, 2004, Dr. Bingu Wa
Mautharika said “We shall see the emergence of Malawi from poverty to prosperity...In addition
to (waging the war on) poverty, Malawi is waging another war...the effective management of
basic health... (This) has become essential for our nation’s economic productivity and survival.
(We are working toward) reducing the morbidity and mortality and meeting basic health care
needs.”

Ghana’s Poverty Reduction Strategy (2003-5) includes programs to ensure macroeconomic
stability, enhance production and gainful employment, and enhance human resource
development and social services provisions. This multi-pronged strategy is premised on the
government’s conviction that the economy needs to be managed effectively to create wealth and
reduce poverty.

As well, in the April, 2001 working paper “Health, Nutrition, and Economic Prosperity: A
Microeconomic Perspective,” from the World Health Organization’s Commission on
Macroeconomics and Health, Duncan Thomas wrote, “There is a strong positive association
between health and economic prosperity. This is observed in both micro and macro data. It has
been shown to be true for a wide array of health indicators and for many different dimensions of
economic prosperity.”
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However, “Isolating a causal effect of health on economic prosperity has proved to be very
controversial.” Evidence shows that higher income individuals invest more in health.
Presumably the direct correlation runs in both directions, and improvements in health lead to
labor force returns, but establishing cause and effect is not straightforward. Among the hurdles
are how and when to measure health status. As well, evaluations of health programs and
initiatives need to take into account impacts on economic well-being, in order to fully reflect
their costs and benefits, A body of research does show, over the long term, “a positive
association between economic prosperity and health of a population as measured by morbidity,
mortality or nutritional status.”

Clearly, some linkage exists between health and economic growth. Improving social and
economic conditions is one distinct strategy for promoting health, preventing disease, and
reducing morbidity. Editorials (June 2000) of the American Public Health Association have
identified poverty and income equality among the underlying causes of urban mortality and
morbidity. Specific diseases have a disproportionate adverse impact on certain communities and
countries. Consider recent reports from the World Health Organization and findings in an article
in the Winter 2006 issue of Resources, Malaria Among African Children: Hope for Progress
Against a Growing Menace: “Malaria drains wealth, costing Africa $12 billion a
year...Macroeconomic studies have shown malaria could shave as much as 1.3 percent off
annual economic growth rates even after controlling for other factors that affect growth. The
(adverse) effect of malaria on household well-being has also been examined.” In sub-Saharan
Africa every year, an estimated one million children under the age of five succumb to malaria,
added to an additional two million victims annually. Strong evidence shows that reducing
malaria can improve economic wealth.

The Director General of the World Health Organization, Dr. Gro Harlem Brundtland, pointed out
that one of the biggest obstacles to good health is poverty. “Ill health leads to poverty and
poverty breeds ill-health,” she stated, adding “the deep roots of global health challenges are still
linked to poverty and underdevelopment.

As part of American assistance to improve the lives, security, and well-being of people across
the globe, USADF supports the development of human capital by focusing on economic and
entrepreneurial development. We support and promote the indigenous African capacity to
address national crises and challenges. Our effort to reduce poverty and make a difference in
people’s lives by enhancing opportunities for economic growth and investment reflects core
American values. USADF has demonstrated it does make a difference in the lives of low-
income people in Africa, and provides an innovative, catalytic program for the United States that
has broad appeal here and high demand in Africa.

Concern for the economic impacts of HIV/AIDS on entire communities is what led USADF
some years ago to undertake a few investments to help such communities mitigate the economic
harm that the morbid ravages of that one disease have wreaked in so many places. Much more
could, and should, be done in this area by the international community.
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Mr. SMmiTH. Thank you very much, and thank you both for your
testimony and your excellent work.

I would like to now welcome to our witness table our next two
witnesses, Mr. Charles Williams, who is Senior Associate at the
Carmen Group in Washington, where he assists United States com-
panies to develop market opportunities in sub-Saharan Africa.

While he was a congressional staff member—and Mr. Payne
made reference to this earlier—he was truly instrumental in devel-
oping the original African Growth and Opportunity Act legislation.
Subsequently, Mr. Williams was founder and president of the U.S.-
Nigeria Development Institute in Abuja, Nigeria.

We will then hear from Ms. Shade Bembatoum-Young, who is
Executive Director of the African Sustainable Small Enterprise Ex-
port Development Foundation, whose main objective is to assist
small and medium enterprises in Nigeria and other African nations
to develop products into internationally competitive exportable
items.

During the past 16 years, she has been a strong advocate of non-
oil and non-traditional export intraregional training in West Africa,
and the capacity development of small and microenterprises.

Mr. Williams, if you could begin.

STATEMENT OF MR. CHARLES M. WILLIAMS, SENIOR
ASSOCIATE, CARMEN GROUP, INC.

Mr. WiLLiaMS. Thank you, Mr. Chairman, for graciously pro-
viding this opportunity for me to speak to the Committee.

In my role at the Carmen Group, as you mentioned, my primary
job is to help United States companies identify opportunities to do
business in sub-Saharan Africa, and it has been an interesting
process. We work with a number of large companies both in the
United States and India and other places who are beginning to be
very eager about finding opportunities and assuming the risk and
dA?veloping business opportunities and creating jobs in sub-Saharan

rica.

Today I would like to talk a bit about what I consider to be one
of the most important issues confronting Africa’s future, namely,
what the global community can do to help empower Africa’s private
sector to create wealth and become that much-talked-about engine
of growth, capable of improving the quality of life and the well-
being of Africans throughout the continent.

First of all, before I begin to talk about the subject of this hear-
ing, I would like to especially thank Congressman Payne, who, dur-
ing my 12 years of labor on Capitol Hill, a very interesting and
wonderful time in my life, was a mentor and a person I looked up
to, and I am very, very pleased to see that you are still the cham-
pion of the cause. So we thank you.

I would like to commend you, Mr. Chairman, and the Committee,
and the House of Representatives in general, for your leadership on
African issues. Obviously much needs to be done, and we could all
do a lot more; but this Committee has always been a leader, help-
ing to forge bipartisan consensus, and building bridges in support
of a peaceful resolution of many of Africa’s most pressing conflicts
and problems. I want to personally thank you and the Members of
this Committee for all that you have done and try to do to help the
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people and the countries of Africa to enjoy the benefits of democ-
racy.

I think over the tenure from Congressman Royce to Congressman
Smith—and Congressman Payne has been the Ranking Member
and leader in all of that. I came from the Ways and Means Com-
mittee. I was chief of staff, as Congressman Payne mentioned, to
Congressman McDermott, but we always had a close working rela-
tionship with this Committee. And the work that was done on
AGOA could have never been done without the stewardship of the
Africa Subcommittee and the Members then and now. And I think
the history there has served you well for the very ambitious agenda
that you have set for the future of this Committee, so I want to
commend you on that.

I believe firmly, and my personal experience in Africa supports
this belief, that the most important thing that America can do for
Africa is to transfer to African entrepreneurs the knowledge and
the experience about how to create wealth. Working directly with
African businesspeople to develop the skills to create wealth and
stimulate employment will do more, in my opinion, to combat the
HIV epidemic, to minimize civil conflicts in all of our assistance
programs.

As you know better than I, development assistance is a necessary
but not a sufficient remedy for the problems that confront Africa.
Africa respects America because of the wealth and the quality of
life that we have created for ourselves. That is what they like and
appreciate the most about us. Empowering people to take care of
themselves weakens the stranglehold that inefficient governments
and corrupt politicians have on their people.

A stable, dynamic private sector will support a growing and edu-
cated middle class that will demand change and have the power to
make those demands a reality. This is the spirit that led to the de-
velopment of the Africa Growth and Opportunity Act, AGOA. Un-
fortunately, I think for many of us who worked on the initiative,
we stopped before we completed the job, and that is why I am so
exited about the hearing today for the potential, I think, to pick up
the mantle of what was the vision in that era and to continue with
it.

In the mid-1990s, when AGOA was just an idea, a bipartisan
group of Members decided that they wanted to do something about
the lack of engagement regarding trade and investment relations
with the countries of sub-Saharan Africa. There is a small story
that I like to tell. The Ways and Means Committee had a hearing
on the Uruguay Round Agreement Act—well, acts, there were a
number of them, so I guess it was plural. There was a question
raised at that hearing to Mickey Cantor, who was the USDR rep
at that point, about what this act would do for the countries of Af-
rica. And he was puzzled, and he said something which ultimately
led to the work on AGOA, which was, if you are talking about Afri-
ca, you need to talk to USAID; that Africa was not a part of the
global trading system, so therefore you should talk to USAID. And
that was sort of the beginning of the process around AGOA.

So in order to build support for this, we worked with this bipar-
tisan group of Members to build support for this new direction that
created—we ultimately created the African Trade and Investment
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Caucus, which I believe, Mr. Payne, you were a founding member.
Working very closely with Members of this Committee and Mem-
bers of the Ways and Means Committee, that caucus fashioned leg-
islation which ultimately became AGOA, after a lengthy series of
discussions with interest groups and organizations across the polit-
ical spectrum, from the Heritage Foundation to CATO, to the Afri-
ca Union, to a host of trade groups, to Bread for the World.

I am aware that Ray Almeida is in the audience today, who has
also been a long-time champion and was part of that discussion
back in 1994, 1995.

We talked to people in Africa and the United States. It was de-
cided that what we needed to do was to develop a way for African
entrepreneurs to have a competitive edge in the United States mar-
ketplace so that they would have a chance to learn how to compete
and would be in a better position to attract foreign direct invest-
ment. We thought that duty-free access to the United States mar-
ket would be a strong incentive for foreign companies to reassess
their position on investing in Africa. We also hoped that modern
management and technology would begin to be transferred to Afri-
ca to create a competitive manufacturing sector that could employ
local people and export value-added products to the United States.

After 4 years of intense debate on AGOA, it was clear to many
Members that AGOA was not the answer, but like development as-
sistance, it was a necessary part of the answer. Many AGOA sup-
porters hoped that we would have an opportunity to promote com-
panion legislation that would address the supply side of the issue.
The thinking went that AGOA would open up the market, creating
the potential demand for products from Africa and giving the Afri-
can producers the leverage to be able to compete in the global mar-
ketplace, but AGOA was not designed to speak to the needs of the
African entrepreneur. AGOA is a short-term answer to the demand
side of the problem.

Unfortunately, textiles and apparel dominated the thinking on
subsequent AGOA bills and amendments, and an important oppor-
tunity, I think, was lost. So it is no surprise, I think, that after 5
years, while we have seen some successes in textile and the ap-
parel sector, U.S. oil companies are the dominated AGOA export-
ers, and they are one of the chief beneficiaries of the AGOA legisla-
tion.

The law of unintended consequences, unfortunately, seems to al-
ways be at work. But if we can get back, I think, to the original
vision of the Congress when AGOA was enacted, it would be clear
that we must complete the task that you began with this legisla-
tion by doing everything we can to unleash the dynamic generation
of African entrepreneurs who just need a little help to make a huge
difference in the lives of their people.

In this regard, my hope is that this Committee and Congress will
enact this year H.R. 4319 introduced by Chairman Smith and Con-
gressman Lantos, and H.R. 5480 introduced by Congressman
McDermott and a number of other Members, very similar bills in
intent that I believe would have a dramatic impact on the ability
of African entrepreneurs to compete in the marketplace. Both bills
have the potential to do for African entrepreneurs what the SBA’s
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array of programs have done for the American small business per-
son.

We have the most small business community in the world, re-
sponsible for creating the majority of our jobs in part because we
have a system of technical support and financial assistance that
says that it is in our interest for us to help you succeed, and if you
fail, we will help you get up and try again. SBA has built a busi-
ness support system that is the envy of the world, and I think what
we should do for Africa and for ourselves is to give Africa the op-
portunity to adapt our experiences, our programs and our knowl-
edge about helping companies grow and compete to their realities.
If we can do that in conjunction with development assistance and
the market access provided by AGOA, I believe that we can see
dramatic job growth, dramatic increase in income per capita and
the quality of life for millions of Africans.

But we have to do these things in tandem to have the greatest
success. An aid approach will not work by itself, AGOA will not
work by itself, and just focusing on the private sector will not work
by itself; but these three separate but interrelated approaches can
have a significant impact on the lives of people.

I lived in Nigeria for 5 years, and one of the things that I learned
was that Africans are natural entrepreneurs, and that they don’t
need a lot from us, but what they want is simple and straight-
forward; they want a chance to get the knowledge, to compete, and
to earn their own way. We have the knowledge at the Department
of Agriculture, the Department of Commerce, at SBA, and in par-
ticular I think the African Development Foundation, which is on
the ground every day providing these services. These three, I be-
lieve, are the most important agencies to the African private sector.
We need to empower these agencies to do more and to be more en-
gaged. As it stands now, they are on the sidelines without the
funding or mandate to do what they can do best for Africa.

Thank you again for the opportunity to testify today. I am avail-
able for questions.

[The prepared statement of Mr. Williams follows:]

PREPARED STATEMENT OF MR. CHARLES M. WILLIAMS, SENIOR ASSOCIATE, CARMEN
GRroup, INC.

Thank you Mr. Chairman for your gracious invitation to testify today on what I
consider to be the one of the most important issues confronting Africa’s future.
Namely, what can the global community do to help empower Africa’s private sector
to create wealth and become that much talked about engine of growth, capable of
improving the quality of life and wellbeing of Africans throughout the continent.

First of all, before I begin to talk about the subject of this hearing, I would like
to commend you, this committee and the House of Representative in general for
your leadership on African issues, obviously much needs to be done and we could
all do more, but this committee has always been a leader helping to forge bipartisan
consensus and building bridges in support of a peaceful resolution of many of Afri-
ca’s conflicts. I want to personally thank you and the members of this committee
for all that you have done and tried to do to help the people and countries of Africa
to enjoy the benefits of democracy.

I believe firmly and my personal experience in Africa supports this belief, that the
most important thing that America can do for Africa is to transfer to African entre-
preneurs the knowledge and the experience about how to create wealth. Working
directly with African businesspeople to develop the skills to create wealth and stim-
ulate employment will do more, in my opinion, to combat HIV/AIDS and minimize
civil conflict than all of our assistance programs. As you know better that I, develop-
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ment assistance is a necessary but not a sufficient remedy for the problems that
confront Africa.

Africa respects America because of the wealth and quality of life that we have cre-
ated—that is what they like and appreciate the most about us. Empowering people
to take care of themselves weakens the stranglehold that inefficient governments
and corrupt politicians have on their people. A stable dynamic private sector will
support a growing and educated middle class that will demand change and have the
power to make those demands a reality. This is the spirit that led to the develop-
ment of the African Growth and Opportunity ACT (AGOA). Unfortunately we
stopped before we completed the job.

In the mid 90’s when AGOA was just an idea, a bipartisan group of members de-
cided that they wanted to do something about our lack of engagement regarding
trade and business relations with the countries of sub Saharan Africa. To build sup-
port for this new direction they created the African Trade and Investment Caucus.
Working closely with members of this committee and members of the Ways and
Means Committee the caucus fashioned legislation which ultimately became AGOA.
After a lengthy series of discussions with interest groups and organizations from
across the political perspective, in Africa and the United States, it was decided that
what we needed to do was to develop a way for African entrepreneurs to have a
competitive edge in the U.S. marketplace so that they would have a chance to learn
how to compete and would be in a better position to attract foreign direct invest-
ment. We thought that duty free access to the U.S. market would be a strong incen-
tive for foreign companies to reassess their position on investing in Africa. We also
hoped that modern management and technology would begin to be transferred to
Africa to create competitive manufacturing plants that could employ local people
and export value added products to the United States. After four years of debate
on AGOA it was clear to many members that AGOA was not the answer but like
development assistance it is a necessary part of the answer. Many AGOA supporters
hoped that we would have an opportunity to promote companion legislation that
would address the supply side of this issue. The thinking went that AGOA would
open up the market creating the potential demand for products from Africa and giv-
ing the African producers the leverage to be able to compete in the global market-
place but AGOA was not designed to speak to the needs of the African entrepreneur.
AGOA is a short term answer to the demand side of the problem. Unfortunately tex-
tiles and apparel dominated the thinking on subsequent AGOA bills and an impor-
tant opportunity was lost. So it is no surprise that 5 years latter, while we have
seen some successes in the textile and apparel sectors, U.S. oil companies are the
dominant AGOA exporters and one of the chief beneficiaries of the AGOA legisla-
tion. The law of unintended consequences seems to always be at work.

But if we can get back to the original vision of Congress when AGOA was enacted
it would be clear that we must complete the task that you began with the passage
of that legislation by doing everything we can to unleash this dynamic generation
of African entrepreneurs who just need a little help to make a huge difference in
the lives of their people. In this regard, my hope is that this committee and the Con-
gress will enact this year H.R. 4319 introduced by Chairman Smith and Congress-
man Lantos and H.R. 5480 introduced by Congressman McDermott both bills (very
similar in intent) would I believe have a dramatic impact on the ability of African
entrepreneurs to compete in the global marketplace. Both bills have the potential
to do for African entrepreneurs what the Small Business Administrations array of
programs have done for the American small businessperson. We have the most dy-
namic small business community in the world, responsible for creating the majority
of our jobs, in part because we have a system of technical support and financial as-
sistance that says that it is in our interest to help you succeed and if you fail we
will help you get up and try again. SBA has built a business support system that
is the envy of the world and I think what we should do for Africa and for ourselves
is to give Africa the opportunity to adapt our experiences, our programs and knowl-
edge, about helping companies grow and compete, to their realities. If we can do
that in conjunction with development assistance and the market access provided by
AGOA T believe that we could see dramatic change in job growth , income per capita
and the quality of life of millions of Africans but we have to do these things in tan-
dem to have the greatest impact. An aid approach will not work by itself, AGOA
won’t work by itself and just focusing on the private sector will not work by itself
but these three separate but interrelated approaches can have a significant impact
on the lives of millions of people. I lived in Nigeria for 5 years and one of the things
that I learned was that Africans are natural entrepreneurs and that they don’t need
a lot from us but what they want is simple and straightforward. They want a chance
to get the knowledge to compete and earn their way. We have the knowledge at the
Department of Agriculture, the Department of Commerce and the SBA. The three
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most important agencies to the African private sector, we need to empower these
agencies to do more and to be more engaged as it stands now they are on the side-
line without the funding or mandate to do what they do best in Africa. Thank you
for the opportunity to testify today and I am available to answer your questions.

Mr. SMITH. Thank you so very much for your leadership and for
your testimony and your ongoing work.

I would like to now ask Ms. Bembatoum if you could provide
your testimony.

STATEMENT OF MS. SHADE BEMBATOUM-YOUNG, EXECUTIVE
DIRECTOR, AFRICAN SUSTAINABLE SMALL ENTERPRISE EX-
PORT DEVELOPMENT FOUNDATION

Ms. BEMBATOUM-YOUNG. Thank you, Mr. Chairman, Mr. Rank-
ing Member, and distinguished Members of the Committee.

I wish to first begin by expressing my deep gratitude to the Gov-
ernment and people of the United States for making it possible for
me to come from Nigeria to attend the AGOA Civil Society Forum
and giving me the opportunity and honor to testify today.

As you are well aware, in 2004, petroleum and extractive indus-
tries accounted for 87 percent of exports from Africa under AGOA,;
and in 2005, this figure rose to 92 percent. We also know that Afri-
ca still accounts for only about 2 percent of world trade, and that
the volume of recorded trade between African countries is much
lower than trade between neighboring countries in other parts of
the world. Something is obviously very wrong.

There are serious obstacles which are impeding the development
and growth of non-oil and non-traditional exports from African
countries, and in my opinion, they can be grouped into three main
categories. I have done this because I was told that I would have
to be very brief, but I do have a lot of information that I would
want to share with you, maybe later. Group one comprises
infrastructural problems, such as inadequate and unreliable power
and water supply; these cause serious production problems. How-
ever, I want to emphasize that poor quality or lack of access roads
to villages in rural areas, inadequate transport facilities and the
high cost of transportation prevent agricultural raw materials that
are needed by small, medium and large-scale industries, as well as
handicrafts and artisanal products from cottage industries, from
reaching both the domestic and the export markets on time, and
make these products uncompetitive both in the local market and in
the export market.

Furthermore, I would like to submit that in this era of
globalization, there is no such thing as a local market. Every mar-
ket is a global market. If you cannot compete at home on your own
market, you certainly cannot compete abroad.

Now, these conditions make it impossible to create jobs and re-
duce poverty in rural areas through sustainable export; and this is
what AGOA is all about.

The second problem or group of problems has to do with financ-
ing. Financing is a huge problem, it is a big headache for micro and
small and medium enterprises in Africa, because banks generally
see SMEs as very serious business risks. Most African countries
are coming up with different schemes, different financing packages,
which are supposed to be designed to meet the needs of African en-
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trepreneurs. However, most African entrepreneurs are not too
happy with a lot of those schemes. Many of them are drawn up
without input from the entrepreneurs, and I think that is a serious
mistake.

In Nigeria we have a scheme called the Small and Medium En-
terprises Equity Investment Scheme, which started a few years
back, but it has not been successful, because although the banks
who started it have put aside 10 percent of their profit after tax
for equity participation in small or medium enterprises, there has
been reluctance on the part of the enterprises themselves to apply.
This is because a lot of them do not quite understand equity invest-
ment, and they really don’t want banks coming in to own any type,
any size of their company for any amount of years, even 1 year.

The banks also say that they are not receiving the kind of pro-
posals that are bankable, and that SMEs cannot draw up proper
business plans. Unfortunately, this situation has gone on for over
3 years.

My own opinion is that we should encourage banks to use some
of that money to ensure that SMEs can be trained to do the kind
of paperwork that they want them to do so that they do get their
loans, their proposals, agreed to.

Now, recently, also, in the agricultural field, we have a new fi-
nancing package has just been introduced by the Federal Govern-
ment, and this will allow farmers access to loans repayable at 8
percent, but it is really too early to say what kind of success this
will have. But the farmers are very happy that they are seeing a
single-digit interest rate.

Part of the solution would seem to be to package SMESs, espe-
cially those with export potential, in such a way that they become
an attractive business proposition to banks. On the other hand,
banks need to be properly educated so they can fully comprehend
the role they could play in assisting SMEs to grow their businesses
so they don’t continue to throw the baby away with the bathwater.
After all, any bank which provides financial support in the form of
loans to SME exporters will benefit directly when successful ex-
porters deposit their repatriated export proceeds in foreign ex-
change in their bank.

I would like to add here that women have an additional problem
in getting any sort of funding from banks because of the fact that
in many of our societies women are not allowed to own property,
so obviously that is one form of collateral they could never provide.

In my opinion, I think banks should be encouraged to work with
business development support services in the public, private and
not-for-profit sectors in order to obtain expert risk assessment re-
garding proposals submitted by exporters. They should also work
closely with BDS (business development services) with expertise in
product development, export marketing, export financing and ex-
port procedures. Pre-shipment and post-shipment export finance
must be readily available to SME exporters, and export develop-
ment funds should be established in each African country so that
SMEs can obtain grants to cover part of the funds they would re-
quire to engage in market research, prepare and translate pro-
motional material, conduct contact promotion and publicity cam-
paigns in respect to export markets, participate in trade fairs, and
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cover part of the travel and accommodation expenses for eligible
companies and their consultants.

Last, but by no means least, ASSEED believes that improved in-
formation flows, technical assistance and capacity building at en-
terprise level for Chambers of Commerce, women business associa-
tions, farmers’ cooperatives, handicrafts and cottage industry co-
operatives, and for export development service providers are the
key to success. Even if all the other constraints are removed, and
the issues of packaging of products and human capital development
are not addressed through trade-related technical assistance, there
is little hope that the volume of export from SMEs in Africa will
increase and create the kind of sustainable wealth required to
make poverty history on the African continent.

One of the problems we find in the field is that there are many
very good schemes and programs being run by different agencies,
but it is sad that the people who need those schemes and services
are not even aware of them. I think it is time for agencies to have
better outreach programs and take their services to the people
where they need the services, because as it is now, for instance,
with the West African trade hub, which is in Ghana, we in Nigeria,
in order to have any kind of benefit have to either get on a plane
or take a long bus ride, and, quite frankly, this costs money, which
most people really cannot spare. And even the resource center that
we have in Nigeria needs to be better equipped and more fully
staffed.

I am a friend of the center; I went there before I came. They
have a very good person in charge, but definitely he could do a lot
more with more support.

Now, ASSEED itself was set up because we, having worked in
the field for almost 16 years, have been identifying all these prob-
lems as being the reason why export is not getting off the ground,
non-oil export. There is interest, and many of our Export Promotion
Councils are promotion councils that promote exports, but they
cannot always develop the export sector because they themselves
are in need of training and capacity building.

So we believe that it is not just the job of government, but of the
private sector and NGOs, because now there is a growing crop of
social entrepreneurs, a lot of people who have worked as profes-
sionals in a particular field and now wish to set something up
which is not for profit, which doesn’t mean that they will not make
profit, it just means that they will put all the profit back into the
institution and not share it. So this kind of institution also needs
to fit in somewhere in the scheme of things.

You mentioned USAID, somebody did just now, that if you want
to talk about trade, you have to talk to them in Africa. I went
through this—as I said, I have been in this a long time, and the
problem there has been that if USAID programs are governance or
they are health-related, which they were, no matter how much the
person in charge is convinced that you, as an NGO, can deliver a
viable service, there can be no real interaction between you.

So I must say that I am very excited about the Assistance for
Small and Medium Enterprises in Sub-Saharan African Countries
Act of 2005, the African Entrepreneurship Act of 2006, and the cre-
ation of the Trade Capacity Enhancement Fund in the 2007 For-
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eign Operations Appropriations Bill. I have read through these
bills, and I believe that they will go a long way to helping us in
Africa to become viable business partners to United States compa-
nies who are interested in importing our products.

One last word on women, because—not because I am a woman—
I actually started out with multinationals, large companies, trying
to get them to do AGOA’s trade—to register under the ECOWAS
Trade Liberalization Scheme. But as I went to more and more
trade fairs in the West African sub-region, I found a lot of the par-
ticipants were women. They were very enthusiastic about getting
into export markets, but most of them were doing what one could
call “suitcase export.” And I am sorry to say that almost 15 years
later, most of them are still doing just “suitcase export,” although
a lot of their products do come under AGOA, some of the cloth,
woven cloth and the dyed cloth, and the artisanal products, food
products, dried fruit and so on.

Where I am going with this is that we really need to keep it in
mind that women cannot always attend the kind of events and
training that men can, and so we also need to have special training
sessions for them. I am not saying they shouldn’t be part of the
mainstream, but for those who for cultural reasons or family rea-
sons cannot travel long distances and leave their homes, we have
to have that kind of intervention for them.

Also, international agencies should train a special cadre of cer-
tified women, SME business development service providers, that
are equipped to handle specific needs of women entrepreneurs in
a globalized economy. The training of women trainers is of para-
mount importance.

Lastly, I would like to appeal to international agencies to adopt
a regional approach to training and technical assistance so that
benefit can be derived from best practices existing within each sub-
region and beyond, in other places in Africa. I have found that
sometimes we are reinventing the wheel in one country because we
are not aware of what is happening in a neighboring country that
is working. Even if we don’t take on whatever it is wholesale, it
does save time if you have a basic structure, a basic program that
you can work around and develop.

I think I have run out of time now, so I would like to thank you
once again for this great honor. And I must say that I have an
AGOA history as well. In 1999, I came to the States for other rea-
sons and I found out about the East Coast Regional Summit of the
National Summit on Africa that was held in Baltimore, where I
met quite a lot of people—Mr. Payne wouldn’t remember, but I did
meet him then—and I was quite overwhelmed with the kind of sup-
port that all Americans, not just African Americans, were giving to
the AGOA bill.

So I came back. I paid my way back in 2000 to be at the National
Summit on Africa, and it was one of the experiences in my life
which I will never forget. Thank you.

[The prepared statement of Ms. Bembatoum-Young follows:]

PREPARED STATEMENT OF MS. SHADE BEMBATOUM-YOUNG, EXECUTIVE DIRECTOR,
AFRICAN SUSTAINABLE SMALL ENTERPRISE EXPORT DEVELOPMENT FOUNDATION

Honourable Members of Congress,
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I wish to begin by expressing my sincere gratitude to the government and people
of the United States for making it possible for me to attend the AGOA Civil Society
Forum in the Washington, DC and granting me the privilege of being a witness at
this hearing.

As you are well aware in 2004 petroleum and extractive industries accounted for
87% of exports from Africa to the U.S. under AGOA. In 2005 that figure rose to
92%. We also know that Africa still only accounts for about 2% of world trade and
that the volume recorded trade between African countries is much lower than trade
between neighboring countries in other regions of the world.

There are obviously serious obstacles which are impeding the development and
growth of the non-oil and non-traditional exports in African countries, and in my
opinion they can be grouped into three main categories.

1 Infrastructural problems such as inadequate and unreliable power and water
supply cause serious production problems. However I wish to emphasize that poor
quality or lack of excess roads to villages in rural areas, inadequate transport facili-
ties and the high cost of transportation prevent agricultural raw materials that are
needed by small, medium and large scale industries, as well as handicrafts and
artisanal products from cottage industries from reaching both the domestic and ex-
port markets on time, and make these products uncompetitive. Such conditions
make it impossible to create jobs and reduce poverty in rural areas through sustain-
able export.

2 Financing is a huge problem for micro, small and medium enterprises in Africa
because banks generally see SMEs as a serious business risk. Most African coun-
tries are coming up with different financing packages which are supposed to be de-
signed to meet the needs of African entrepreneurs, ( an example of one such scheme
in Nigeria is the SMEEIS (Small and Medium Enterprises Equity Investment
Scheme) under which banks set aside ten percent of their profit after tax for equity
participation in small and medium enterprises. Unfortunately, a great proportion of
these funds have not been accessed by SMEs because the banks complain that
SMEs have not been able to submit bankable projects in the form of proper business
plans and the SMEs are would rather not have banks invest in their businesses,
insisting that what they really need are low interest loans.) The Nigerian Govern-
ment has recently introduced a financing package for farmers with loans repayable
at 8% but it is too early to evaluate the success in implementing the scheme.

Part of the solution would seem to be to “package” SMEs, especially those with
export potential, in such a way that they become more attractive business propo-
sitions to bank. On the other hand, the banking sector needs to be properly edu-
cated to fully comprehend the role they should play in assisting SMEs to grow their
businesses so that they do not throw the baby out with the bathwater—after all,
any bank which provides financial support in the form of loans to SMEs exporters
will benefit directly when successful exporters deposit their repatriated export pro-
ceeds in foreign exchange in their bank. Banks should therefore work with business
development support services in the public, private and not-for-profit sector, in order
to obtain expert risk assessment regarding proposals submitted by exporters. They
should also work closely with BDS services with expertise in product development,
export marketing, export financing and export procedures. Pre-shipment and post-
shipment export finance must be made readily available to SMEs exporters and Ex-
port Development Funds should be established in each African country so that
SMESs can obtain grants to cover part of the funds they would require to engage in
market research, prepare and translate promotional material, conduct contact pro-
motion and publicity campaigns in prospective export markets, participate in Trade
Fairs and cover part of the travel and accommodation expenses for eligible compa-
nies and their consultants.

3 Last but by no means least, ASSEED believes that improved information flows,
technical assistance and capacity building at enterprise level, for Chambers of Com-
merce, Women business associations, Farmers cooperatives, handicraft and cottage
industries cooperatives and for export development service providers are the key to
success. Even if all the other constraints are removed and the issues of packaging
of products, and human capital development are not addressed through trade re-
lated technical assistance, there is little hope that the volume of export from SMEs
in Africa will increase and create the kind of sustainable wealth required to make
poverty history on the African continent.

In order to ensure that the products they export comply with international quality
and environmental and standards, grants or waivers should be given by African gov-
ernments to the Export House or the micro/small enterprise concerned, to cover at
least 75% of the high cost of testing and certification. Inability to pay for such serv-
ices (which are often provided by government agencies) is preventing the products
of such enterprises from gaining access to global markets.
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African governments should call upon International agencies to assist with capac-
ity building for Public/Private Sector and NGO MSME Business Development Serv-
ice Providers, Chambers of Commerce, Women’s Business Associations, Youth En-
trepreneurship Development Initiatives, Women Farmers Organisations, Crafts As-
sociations and Cooperatives, Producer Associations, Cooperatives etc so that they
can render better quality and more relevant services which will empower their
members to participate in or facilitate global trade, especially pro-poor trade and
fair trade.

International agencies should train a special cadre of certified women MSME
business development service providers, equipped to handle the specific needs of
women entrepreneurs in a globalised economy. Women who wish to become pro-
ducer exporters, merchant exporters, product development, adaptation and export
marketing professionals, or learn how to export their services, should be given ade-
quate training at highly subsidized rates. This is because of the urgent need for
women in the private sector in Africa to be encouraged to acquire such expertise
so that they can pass it on to other women. In some parts of Africa, only women
will be able to provide such training to their peers for cultural or religious reasons,
and some women feel more at ease with women trainers. Training of women train-
ers is therefore of paramount importance.

International agencies should adopt a regional approach to training and technical
assistance so that benefit can be derived from best practices existing within each
sub-region and beyond (in view of the influence of French, British and American ap-
proaches on Anglophone and Francophone African countries). Women, who have ac-
quired the necessary expertise and experience should be encouraged to export their
services to other African and developing countries. Some of the certified women
international business development professionals should be trained in business ad-
vocacy and as international trade negotiators.

Women Business Centres and export production and counseling centres for women
and young entrepreneurs in Africa should be established in rural and urban areas
and be adopted as a NEPAD Programme in each sub-region.

Mr. SMmiTH. Ms. Bembatoum, thank you very much for your testi-
mony, and just let me ask a few opening questions. First, yesterday
I and others met with the President of the Congo, who, as you
probably know, wears the dual hat of being the African Union
President as well, and had a very lively discussion about the whole
issue of transparency, including two people in his own country who
have recently been arrested. We have written letters to him ex-
pressing concern that they may indeed be political prisoners; we
are concerned about it.

We had Nuhu Ribadu here from Nigeria, who gave riveting testi-
mony about the whole issue of transparency and the challenges he
is facing, he and his colleagues in the Economic and Financial
Crimes Commission in Nigeria.

So my question is, first, on the issue of the trend in trans-
parency, it seems to me that the more predictable and the more
open and transparent all of these proceedings are, the better it is,
the climate it is for foreign investment.

Also, if T could ask you on the issue of microcredit whether or
not—obviously microcredit lending has been going on for many
years. This Congress and the President appropriates about $200
million per year. Much of it goes to Africa; the overwhelming ma-
jority of those microcredit loans goes to women. Is there any evi-
dence that those women, besides growing small business of three
and four and five, have moved up the ladder and have, again, bro-
ken through the glass ceiling that they may be facing with regards
to access to credit and finance, or even the owning of property, as
you pointed out in your testimony a moment ago? Has there been
a trickle-up effect, if you will, as a result of microcredit?

Ms. BEMBATOUM-YOUNG. Thank you, Mr. Chairman. I would like
to say yes, but I am not sure that I really can.
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In Nigeria, I was actually looking forward to the microcredit pro-
gram, which has just been launched. It came out in December or
so last year. And as you know, last year was the International Year
of Microcredit. And some of us in the NGO sector, from the year
before, were saying, “Look, what is coming up is the Year of Micro-
credit, what is happening, what is UNDP doing?” And quite frank-
ly, I was very disappointed because, as you say, microcredit has
been around for a long time, and I have seen it in operation in
other West African countries. I can only say that unfortunately in
my country, maybe because we are a big country, we tend to look
at the big things and sometimes neglect the smaller things, to our
own detriment, because as you know, the informal sector is actu-
ally what has been keeping the Nigerian economy, the real non-oil
economy afloat, and women form the majority of that sector.

But we do have local indigenous schemes, like maybe you have
heard of “Esusu.” How it works is that women—well, mainly
women, but men do it as well—will contribute a certain amount,
the same amount every month, and put all the money together,
and one person takes it out each month. You take it out in turn.
So this means that if there are 10 of you, and you are contributing,
let’s say, $100, you have $1,000, and the next month it is some-
body’s else’s turn. Now, because there was nothing else, this indige-
nous way of saving and getting a loan—obviously from people you
know, the risk is very, very minimal because everybody who does
this knows the other person; it is not done with people far away.

But these have been the things that have enabled market women
and other people—I even know people who have salaried jobs who
do that so that you can have a certain amount in hand and do
what you need to do then, because in many cases you are saving
100 every month, so you don’t really feel it.

But as I said, we will have to wait a while for any effect because
the community banks were not a great success. There has been, as
you know, restructuring in the banking sector, as you know, in Ni-
geria. Now it is being said that banks who did not make the
amount that needed to be deposited to remain normal commercial
banks are going to be somehow converted into some sort of commu-
nity bank scheme. But everything is just starting out, and it is not
clear what effect these measures will have.

Mr. WiLLIAMS. A couple of points, Mr. Chairman.

A lot of these issues, the important issues of transparency and
even microcredit lending, I think these things are all on the as-
cendancy in sub-Saharan Africa. I think if you look at 2 years ago
and now, things are—there are more opportunities for United
States companies to see that if their investment proceeds in a coun-
try, that they will be functioning in a more transparent environ-
ment, not necessarily one like the one we have here today, but cer-
tainly one more transparent than it was previously in these coun-
tries, and I think that is a very good thing.

I think you are seeing in many of these countries that news-
papers are more vigilant, they are reporting in a less aggressive
fashion. And most importantly, the facts are becoming more like
facts as opposed to speculation. So there is some real reporting and
investigative reporting going on.
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I think there are new agencies. The Economic and Financial
Crimes Commission in Nigeria has had its problems, accusations in
a number of different fronts, but they have done some phenomenal
things, the arrest of the police chief in the country, the arrest of
other high-profile individuals for corruption, and also dealing with
some of the banks.

Shade mentioned when Nigeria just went through the recapital-
ization, they went from 89 banks to 27 or 28 banks in the country.
A number of board of directors and managing directors were ar-
rested because when central bank went in and looked at the books,
the money didn’t back up what was on the books, and obviously
people had fleeced the corporation and they were arrested.

So in terms of transparency, little things, but very significant
steps are taking place. And also, you are finding more and more
individual citizens utilizing the system for redress on corporate
problems.

In terms of microcredit lending and women, it is a huge problem,;
without appropriate infrastructure and without a lot of change cul-
turally will be a continuing problem, much like it was here in the
United States. But I would like to tell you at least about one inter-
esting success, again in Nigeria. Access Bank just this week signed
an agreement with the IFC for a $15 million loan program for
women in Nigeria. And that is a great success, and it is a bank
that has a record; it has a number of women in management posi-
tions. It is one of the new powerhouse banks in Nigeria, and it will
be operating this program with $15 million from IFC and their
money—probably a larger fund than that—to focus on women.

President Obasanjo has probably the most difficult job in the
world, but he has consistently talked about women entrepreneurs.
And the set-aside program that he put forward years ago, 5, 6
years ago, was supposed to do a lot of things for women. It didn’t
do it, but a big part of that is because they can’t do it for all private
enterprise. It is not just a women’s issue. Loans are not available
for anybody, male or female, to speak of, and so women obviously
are suffering more than men in that regard. But progress is being
made, and I think I have seen some substantial progress over the
last 5 years.

Mr. SMITH. Mr. Payne.

Mr. PAYNE. Thank you very much.

And let me thank both of you for your testimony. And this area
of financing is extremely important.

Let me just ask the three areas that you spoke about, Mrs.
Bembatoum-Young, infrastructure, financing, and the need for im-
proved information flows, technical assistance and capacity build-
ing. Is there any plan in Nigeria to attempt to deal with the infra-
structure problem? We heard even yesterday at the AGOA forum
that some of the persons are saying it is difficult for them to get
their products to the market, to transshipment places, because of
the infrastructure. And is there, to your knowledge, planning going
on in Nigeria around the major cities—I mean, it is a large coun-
try—to try to deal with this infrastructure problem?

Ms. BEMBATOUM-YOUNG. Yes, there are several initiatives. I
think you are talking more about transport roads

Mr. PAYNE. Right, absolutely.
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Ms. BEMBATOUM-YOUNG. Actually, one of the major problems has
been the lack of a railway system in Nigeria which used to exist.
In my parents’ school days, people used to go from the north to the
south; people from the east would come to the west all on trains.
And we have had repeated attempts to get the railway system back
on track.

Why I am laying emphasis on this is I think it is obvious that
with such a huge country and with so many raw materials and
products that need to move from one part to another over long dis-
tances, it makes a lot of sense to have an efficient rail system.

As for the roads, you know, sometimes you wonder if it is not two
steps forward and three back because of the terrain, because of the
climate. Sometimes because of shoddy workmanship, and contracts
being given to all sorts of people, you find roads are being done,
and in no time they are bad again. But I would say that one way
I think the government is trying to get around this is through for-
eign direct investment. And I do see—I don’t know much about it,
but I see on television visits from foreign companies who are inter-
ested in BOT arrangements and things like that. But I don’t
know—I don’t have any figures, and I haven’t been around Nigeria
extensively for the past 7 or 8 years.

Mr. PAYNE. Thank you very much. I am a firm believer in the
agricultural possibilities for Nigeria. I think unfortunately there
has been a distraction away from agriculture. I think that their
ability to have as many as three crops in some areas, in Liberia,
three cycles, whereas, you know, here in the United States, we can
only get one out. And so I wonder—I don’t know, Mr. Williams, if
you have any thoughts about the agriculture sector in Africa in
general, and whether you feel that perhaps—even the subsidies is
a handicap that the West has for its farm industry, but the poten-
tial of agriculture in general in Africa.

Mr. WiLLiAMS. Thank you.

Agriculture is still the dominant sector in most African countries,
if not all African countries. And certainly when it comes to a coun-
try like Nigeria, when you have 150 million people, it has become,
I think, since the mid-1980s, and 1985 with the economic support
or adjustment program that they adopted under the World Bank,
an import-dominated economy. I know in the rice sector Nigeria
imports over $1 billion worth of rice; I know they import over $300
million worth of fish, $500 million in beef, and on and on and on,
toothpicks—there is one funny story about $150 million, more than
that.

Ms. BEMBATOUM-YOUNG. Not anymore.

Mr. WiLLIAMS. Tomato paste, et cetera.

So there are always these issues. But the farm community is
very eager to be able to take up on these imports and to be able
to produce the products themselves. The issue is management and
modern farm technology, and developing a system for the transfer
of that. That is why I think I mentioned in my comments that the
Department of Agriculture—which, by the way, gets hundreds of
requests from African and Nigerian farmers for assistance, but is
not able to respond to them because they don’t have the re-
sources—but if that kind of structure could be set up so that our
farmers who, for instance, now are more inclined to sell their tech-
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nology and their management as opposed to the raw product could
engage with African farmers, there would be an explosion, I think,
of domestic production. But there needs to be a bringing together
of this modern farm technology and modern farm management in
order for small subsistence farmers to be able to produce on econo-
mies of scale in order to compete against imported products.

Nigeria’s rice primarily comes from Thailand and India, and it is
usually 6 or maybe more months old, and consumers complain
about it; but it comes in cheap, and it undercuts the local producers
of rice. And I know during the time that I was there, every election
the local rice farmers would complain, and the politicians would re-
spond with a temporary embargo, but soon after that rice would
start flowing back into the country.

So there needs to be assistance to these local farmers, and we
need to have programs. Right now under AGOA we don’t have
those types of things. We have a few agricultural promotional offi-
cers in Nigeria, but their job is primarily to help United States
companies sell into these countries. For instance, in West Africa
now, I think the dollar figure is up to $18 billion in commodities
that go into West Africa. Very little of it comes from the United
States. We tend to price ourselves out of the market.

But the opportunities for U.S. farmers are in partnership with
the local level in transferring technology and management skills,
and I think it could be extremely lucrative for our farmers if we
could do that.

Mr. RoOYCE [presiding]. If I could follow up on Don’s question.
And, Mike, I know you have spoken on this in the past, but as Don
has pointed out, when we had our AGOA Civil Society Forum yes-
terday—Don Payne and Members participated—Don points out
over 70 percent of Africans operate in the agriculture sector, and
yet at the end of the day, our efforts to stimulate United States-
African trade often seem to focus on textiles and on apparel, as you
point out in your testimony. So why do you think there seems to
be such a relative disinterest in terms of the agricultural sector?

And what do we do now? How do we overcome those existing im-
pediments that you talk about in terms of United States-African
agricultural trade? One of the things we have held hearings in the
past on was doing away with the subsidy for cotton and other sub-
sidies in the United States in order to make African agriculture
more competitive. We are also pushing an initiative, Jim Colby has
an initiative to sort of build trade capacity-building, and in that,
I think we can kind of steer it toward some of these issues.

But, Mike, if you would tell us the prescription you would give
us right now in terms of overcoming those impediments.

Mr. WiLLiaAMS. Well, what I would do right now is probably not
the most political thing but would be to cut out the middleman that
USAID uses for their consultants and go directly to the farmers,
to the American farmers, to the business people who know how to
do business as opposed to the consultant or the technical person
who knows how to talk about what it should look like. I know that
American farmers are very interested in doing business in Africa.
During my time in Nigeria, people paid their own way to come and
figure out how to do business. Mississippi farmers, Louisiana farm-
ers, farmers in Arkansas are very interested in their rice sector, in
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the tomatoes and processing. But we don’t have the structure in
place to allow business-to-business interaction. We can allow gov-
ernment-to-government discussions about these issues, policy dis-
cussions, trade policy, but not business to business. And I think if
we could figure out a way to put this money in the hands of the
rice, soybean and cotton co-op people in Mississippi and Louisiana
and these other places and get them touching base with the farm-
ers in Ebonyi State and Bayelsa and River State, we would see a
tremendous explosion in trade. But the way we are going about it
now, it never translates.

Mr. ROYCE. Let me also ask Ms. Bembatoum-Young for her ob-
servations on this.

Ms. BEMBATOUM-YOUNG. Thank you. You can see I was bursting
to say something. In the past 5 years or so, there has been a posi-
tive shift back toward agriculture.

This last administration has really pushed cassava for instance.
There is a Presidential initiative on cassava. Everybody is growing
cassava now, and it happens to be something that grows all over
Nigeria.

And we have actually gone out and found export markets for cas-
sava. One of the biggest is China, and the race is on to see that
we can actually grow enough to meet the needs of China. That is
just to give you an indication.

As far as rice is concerned, I buy Nigerian rice now, and I
wouldn’t have 5, 10 years ago.

Well, first of all, there is more growing of rice. It has been pro-
moted by several state governments. But also the milling and the
packaging and everything and the price is okay.

Of course, some people will always buy—am I allowed to name
brands—but you know there are certain brands that people will
just buy. American rice is what they want, or Thai rice is what
they want.

Mr. PAYNE. You can get Uncle Ben down there?

Ms. BEMBATOUM-YOUNG. Sorry? That was the one I was going to
mention. Yes. But I am sorry, I don’t eat Uncle Ben’s anymore.

Mr. ROYCE. You get Nigerian rice now.

Ms. BEMBATOUM-YOUNG. Yes, honestly, I would be quite happy
to let you have some. There is another crop that might surprise
you; cocoa is coming back. And I was interested to hear the World
Cocoa Foundation talk about their tree crop program.

So, you know there is definitely a push for agriculture now.

Mr. RoYcE. We have to give up this room by 4:15, so I want to
go to Congresswoman and former Ambassador Diane Watson from
Los Angeles and let her ask her questions.

Ms. WATSON. I had mentioned before, I am interested in Nige-
ria’s ability to perform and to handle the technology that seems to
be spreading throughout the country.

Can you comment on their advancement in handling technology?

Ms. BEMBATOUM-YOUNG. What kind of technology do you mean?

Ms. WATSON. Well, I know they were involved in cell phones. 1
know a delegation came over to my district about putting the sat-
ellite up. They were joining 3 or 4 other nations.
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Ms. BEMBATOUM-YOUNG. Well, yes, actually Nigeria’s tele-
communications sector has just exploded. I mean, I cannot remem-
ber what it felt like not to have a cell phone.

It has only been a few years. And that is one of the few areas
where we have a very strong consumer lobby, because actually
these phones are still quite expensive. But because they are so nec-
essary and because people saw what it could do to them, their busi-
nesses—you don’t have to sit in a traffic jam for 3, 4 hours. You
can call somebody. You can send a text message. Even the farmers
we have in our NGO association, we have a network run by some
young people, and they are using their cell phones to inform the
farmers of prices, of weather, you know, forecasts and things like
that. So it has really made a lot of difference to life. But it is still
expensive.

Ms. WATSON. I would say that Nigeria, if you look at the six
western countries along that coast, would probably be the most ad-
vanced. And I know they had a large number of young people going
to school in the West.

I visited one of the countries—it is no longer Anambra State—
many years ago. And they were doing automobile parts assembly.

And I am just curious as to what do you see in terms of future
investments. And I know oil companies with their share in par-
ticular; I know about the Ogoni Delta region and the problems they
have had in that area. But in terms of the technological areas,
what do you see for the very near future with Nigeria?

Ms. BEMBATOUM-YOUNG. Well, already, as you mentioned with
the automobile spare parts, they have clusters. They have been
making these parts for at least 15 years, because I remember going
to trade fairs in Dakar 15 years ago, and people were asking about
them. So that is one of the areas where people do buy Nigerian
products. Also, leather shoes, leather shoemaking is also very pre-
dominant in that area. Again, they have clusters set up by UNIDO
and the state governments and the new SMEDAN, which is the
Small and Medium Enterprise Development Authority of Nigeria.
So, yes, there are areas, pockets of technological and manufac-
turing abilities that are growing and being encouraged.

Ms. WATSON. One of the issues, and this is my last point, that
seems to have plagued that country is the, shall I say, govern-
mental changes, the coups and the corruption. I can’t think of Nige-
ria without thinking of what I see as obstacles to the progress of
this as a leading country in Africa. Can you comment in those
areas?

Ms. BEMBATOUM-YOUNG. Well, briefly, my comment would be
that we do have a very strong NGO network now, and we were
very quick to come up with a 12-point plan on fighting corruption
years ago.

We have done work in at least one local government area where
we are teaching the people. It is called a watch, citizens watch,
teaching people that they are to hold their leaders accountable.
They are to monitor budgetary spending. They are to make sure
they know what is going on and be part of the planning of what-
ever development is going on, even economic development.

So I think there is a lot of hope in that area.

Mr. PAYNE. Would you yield a minute on that?
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Ms. WATSON. Yes, I will.

Mr. PAYNE. Just last week, as it was indicated 2 weeks ago, I
don’t recall the gentleman’s name, but he testified before the Com-
mittee, and he was the most impressive person dealing with the
whole question of corruption. He was just, you know, courageous,
and he gave examples of some of the things Mike was talking
about. They even had a little investigation for President Obasanjo.
I told the boy, now, don’t go too far. But now he really gave a fan-
tastic report. And so I do think that things are moving in the right
direction. Of course, we all know about 419, but we don’t want to
get into that, and I don’t know if you have heard about it, but I
hope we are certainly moving in the right direction on that. Thank
you.

Mr. Roycke. Thank you very much.

And we really want to thank both of our witnesses here for their
testimony here today. And we will take your suggestions and try
to incorporate them into public policy as we go forward. And as we
move forward with the relationship, we are trying to build trade
capacity and address the needs of those in civil society in Africa.

Thank you, very much. We stand adjourned.

[Whereupon, at 4:15 p.m., the Subcommittee was adjourned.]



APPENDIX

MATERIAL SUBMITTED FOR THE HEARING RECORD

PREPARED STATEMENT OF THE HONORABLE JEFF FORTENBERRY, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEBRASKA

Mr. Chairman, thank you for convening this hearing today to explore opportuni-
2?5 for strengthening entrepreneurship and sustainable economic development in

Trica.

As a Co-Chair of the West Africa Caucus, along with my colleagues Mr. Boozman,
Mr. Meeks, and Ms. Watson, I am particularly interested in working to develop cre-
ative initiatives to help African entrepreneurs achieve both their human potential
and economic security.

Small and medium enterprises, however defined, play a vitally important role in
reducing poverty throughout the developing world.

I look forward to hearing from our witnesses on what Congress can do to help
foster indigenous African entrepreneurship without imposing preconceived models
that may not be appropriate to local circumstances.

As a representative of the people of Nebraska’s First District, I am particularly
interested in exploring the status of economic opportunities in the agricultural sec-
tor, and learning what we can do to work with African entrepreneurs to advance
mutually beneficial programs.

For example, the University of Nebraska is currently working with the University
of Zambia on cooperative research in agricultural development and HIV trans-
mission research. I believe that such programs are important vehicles for enhancing
regional stability by improving child and maternal health and fostering private sec-
tor competitiveness in agriculture.

For the past 20 years, the University of Nebraska has been working on efforts
to develop sorghum and millet varieties adaptable to Zambia’s climate and needs.
The University is also working to counsel families struggling to combat the ravages
of HIV/AIDS in a nation where the life expectancy has dropped to 39.7 years.

Again, Mr. Chairman, thank you for focusing our efforts on this encouraging topic.
I look forward to hearing from our witnesses regarding prospects for cultivating
positive and enduring economic growth in Africa.
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