PAGE  
3

[image: image1.wmf]a 

a 

A 

F 

R 

I 

C 

A 

N 

  

C 

O 

A 

L 

I 

T 

I 

O 

N 

  

F 

O 

R 

  

T 

R 

A 

D 

E 

, 

  

I 

N 

C 

. 

1 

0 

5 

4 

  

T 

h 

i 

r 

t 

y 

- 

f 

i 

r 

s 

t 

  

S 

t 

r 

e 

e 

t 

, 

  

N 

. 

W 

. 

, 

  

S 

u 

i 

t 

e 

  

3 

0 

0 

W 

a 

s 

h 

i 

n 

g 

t 

o 

n 

, 

  

D 

. 

C 

. 

  

  

2 

0 

0 

0 

7 

T 

e 

l 

e 

p 

h 

o 

n 

e 

: 

  

2 

0 

2 

- 

9 

6 

5 

- 

3 

4 

4 

4 

  

  

  

  

  

F 

a 

x 

: 

  

2 

0 

2 

- 

9 

6 

5 

- 

3 

4 

4 

5 

  

  

  

  

  

E 

- 

m 

a 

i 

l 

: 

  

a 

c 

t 

@ 

h 

i 

s 

. 

c 

o 

m 


October 14, 2009

Trade Policy Staff Committee

Office of the U.S. Trade Representative

600 17th Street, N.W.

Washington, D.C. 20508

Re:  AGOA Annual Eligibility Review:  Madagascar

Dear Sir/Madam:

We are writing in response to the notice published in the September 23, 2009 edition of the Federal Register to submit the following comments in support of maintaining Madagascar’s eligibility under the African Growth and Opportunity Act (AGOA) for 2010.

The African Coalition for Trade (ACT) is a member-supported, non-profit trade association of African private sector groups and companies that are engaged in trading with the United States under AGOA.  ACT’s members come from the private sectors of Botswana, Kenya, Lesotho, Madagascar, Mauritius, Mozambique, South Africa, Swaziland, Tanzania, Zambia and Zimbabwe.  Our members in Madagascar include the GEFP (i.e., the Madagascar free zone association, whose membership includes essentially all companies manufacturing for export to the United States under AGOA), as well as several apparel companies.

At the outset, we must be clear that we do not condone the non-democratic regime change that occurred in Madagascar earlier this year.  However, the case of Madagascar is unique, and it warrants thoughtful attention and creative solutions.  The fact that other countries that have suffered coups have lost their AGOA eligibility does not mean that is the right outcome in the case of Madagascar.  For instance, neither Mauritania nor the Central African Republic had taken any advantage of AGOA, and as a result not a single job disappeared and not a penny of U.S. investment was lost, when they were suspended from AGOA.  If Madagascar were to lose its AGOA eligibility, however, it would cause an economic crisis in Madagascar, in neighboring countries and by U.S. companies that answered AGOA’s call and invested in Madagascar.

This is because Madagascar really has been an AGOA success story.  The Madagascar apparel sector, which is in large part a creation of AGOA, is by far the largest employer in the formal economy.  It is estimated that 50,000 jobs are directly dependent upon Madagascar's apparel exports to the United States, and another 50,000 jobs are indirectly linked in support sectors.  These 100,000 jobs provide livelihoods for an estimated 500,000 people, the vast majority of whom live in and around the capital city of Antananarivo.  Most of these 100,000 jobs would be lost if Madagascar's AGOA eligibility is suspended, thrusting 500,000 people into poverty.  The task of reestablishing democracy in Madagascar would be made much more difficult if such dramatic economic turmoil were to be superimposed on the already-complicated political landscape.

Unlike most AGOA beneficiaries, Madagascar has managed to attract significant direct investment by U.S. manufacturers in its apparel industry.  Three U.S. companies, Jordache, Brandot, and Winds Enterprises, have invested tens of millions of dollars in apparel manufacturing operations in Madagascar.  No other African country has as much U.S. investment as a result of AGOA. These U.S. investments will likely be lost if Madagascar's AGOA eligibility is suspended, thereby sending a very discouraging message to potential U.S. investors throughout Africa and undermining AGOA's effectiveness in the future.

Madagascar is also one of the few working examples of regional integration in response to AGOA.  As a result, a regional economic tragedy would ensue if Madagascar’s AGOA eligibility were suspended.  To illustrate:  Madagascar jeans manufacturers are a major customer for denim fabric made in Lesotho.  Senior officials from the Lesotho denim producer (which is a member of ACT) have advised that their denim factory is already losing money because their fabric is more expensive than competing fabric from China.  If they lose their customer base in Madagascar, they will have to think seriously about closing the denim plant, which employs more than 1,000 skilled technicians, in an economy with very few such jobs.  Fabric plants are capital intensive, so the denim producer would stand to lose more than $100 million if it is forced to close its factory.

Virtually every pair of those jeans made in Madagascar has a zipper, most of which come from a zipper plant in Swaziland.  The Managing Director of the Swaziland zipper plant (which is also an ACT member) has informed ACT that Madagascar is their largest customer base, and they too might have to close if they lose those sales.  As in the case of the denim plant in Lesotho, the Swaziland zipper factory is capital intensive and employs several hundred high-skill, highly-paid technicians, for whom few if any comparable replacement jobs would be available.  

Both Zambia and South Africa sell cotton yarn to garment producers in Madagascar.

The garment industry in Madagascar had its genesis in investments made by Mauritian companies in the 1990s in search of lower production costs.  Mauritian textile companies still supply cotton and wool yarn, cotton shirting fabrics and denim to apparel makers in Madagascar.  Mauritius is also a source for logistical and financial services for the Madagascar apparel sector.

In short, Madagascar is an integral part of the regional supply chain that has developed in response to AGOA.  If Madagascar loses its AGOA eligibility, the economic and personal harm will not end in Madagascar.  Serious ripple effects will be felt throughout the Eastern and Southern African region.  The major disruption that would be caused by loss of Madagascar's AGOA eligibility would have a serious negative effect on future investment and economic integration in Africa generally.

Finally, unlike other countries that have been suspended from AGOA following coups, major progress is already being made in Madagascar to reestablish democracy.  Consultations among all major political factions in Madagascar are ongoing under the direct supervision of the International Contact Group, which consists of the United Nations, the African Union and the Southern African Development Community, among others.  These consultations have already produced agreement that national elections will be held before the end of 2010 and an agreement to establish a transitional national unity government in which all major political factions will be represented.  Suspending Madagascar from AGOA at this critical stage in the process of reestablishing democracy would be counterproductive because it would add major economic turmoil to the already challenging mix of problems facing the negotiators.

In these circumstances, flexible solutions should be explored to encourage Madagascar to continue down the path of reestablishing democracy.  Suspending Madagascar from AGOA, however, would have the opposite effect and would only delay and complicate the process by creating an economic crisis.  Instead, ACT suggests that Madagascar’s AGOA eligibility should be renewed for 2010, coupled with a stern warning that its AGOA eligibility will be suspended in 2011 if free and fair national elections are not held by the end of 2010 as the political factions have agreed.

We appreciate your consideration of our views on this issue, which is of the greatest importance to ACT’s members in the private sector in Madagascar and across Africa.  Please let us know if we may provide additional information or otherwise be of assistance.

Sincerely,
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Paul Ryberg

President










