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Introductory Remarks by Paul Ryberg

AGOA Forum Workshop on Third-Country Fabric

Monday, December 8, 2003, 4:00 pm

JW Marriott, Salon IV


Welcome to this workshop on AGOA and Third-Country Fabric: Where Next?  I am Paul Ryberg, and I will be moderating this workshop.  I am the President of the African Coalition for Trade.

For those of you who may not be familiar with ACT, I would like to provide a brief introduction to our organization.  ACT is a non-profit, member-supported trade association whose members come from the private sector in Africa (Botswana, Cote d’Ivoire, Kenya, Lesotho, Madagascar, Malawi, Mauritius, Mozambique, Senegal, South Africa, Swaziland, Tanzania, Zambia and Zimbabwe).  ACT’s mission is to promote mutually beneficial trade and investment between the United States and Africa.  

ACT has been one of the lead spokespersons for the interests of the African private sector in the enactment and implementation of AGOA.  ACT is continuing to represent the interests of our members from the African private sector before Congress with respect to the new AGOA legislation already known as “AGOA III.”   

In that connection, ACT will be sponsoring a Conference and Expo for the African Textile and Apparel industry in Johannesburg, South Africa next March.  Apparel and textile manufacturers from across Africa will be participating, both to discuss AGOA-related trade issues and to display their products to buyers from the major U.S. importers and retailers at the trade show element of the event.  Brochures for the Conference and Expo are available at the back of the room, and I encourage you to review the brochures and register to attend.

Before introducing our distinguished panel of experts, I want to give you a brief overview of the third-country fabric issue, sometimes also known as the special rule for LDCs.  The original version of AGOA as passed by the House of Representatives imposed no limits on the origins of the inputs that could be used in manufacturing apparel for duty-free import into the United States.  Any yarn or fabric from anywhere could be used, so long as the garment was wholly assembled in an AGOA beneficiary country.  The same rule applied to all AGOA beneficiaries.  That is, the House version of AGOA did not differentiate between LDCs and non-LDCs.

The Senate took a very different approach.  The Senate version of AGOA extended duty-free status only to apparel made from U.S.-origin yarn and fabric.

When the House and Senate pass different versions of the same legislation, a conference committee is convened to reconcile the two versions.  The House-Senate conference committee on AGOA came up with the compromise that was enacted in May 2000, including in particular the differentiation between LDCs and non-LDCs, with the LDCs being allowed to use third-country yarns/fabrics for a period of four years, until September 30 2004.  Non-LDCs, on the other hand, were limited to using either U.S. yarns/fabrics or African-origin yarns/fabrics.  After 2004, all AGOA countries – LDCs and non-LDCs alike – would be required to use either U.S. or African yarns/fabrics to qualify for duty-free.

With the September 30, 2004 deadline now just 10 months away, attention is focused on the critical question of whether the LDCs’ access to third-country fabric should be extended and, if so, for how long and on what terms.  Indeed, this will be one of the core issues to be resolved in the so-called AGOA III legislation, which was introduced in both the House of Representatives and the Senate just two weeks ago.

There is no simple answer to this question.  If the LDCs’ access to third-country fabric is extended, that is undoubtedly good for apparel manufacturers located in LDCs, but on the other hand, a long extension of third-country fabric would be bad for African yarn and fabric manufacturers, who have invested millions of dollars in expanding their productive capacity to be able to supply the African-origin yarn and fabric requirements of African apparel manufacturers once the special rule for third-country fabric expires.  

Moreover, extension of the LDCs’ access to third-country fabric would also divert business away from apparel manufacturers in non-LDCs, including in particular Mauritius and South Africa, who are already limited to using only U.S. or African-origin yarns and fabrics.  Since AGOA was enacted, apparel imports from the LDCs have skyrocketed, increasing by 222%.  Apparel made in LDCs from third-country fabric have accounted for 80% of all duty-free apparel imports under AGOA.  So it is clear that most of the benefits of AGOA are flowing to the LDC apparel manufacturers, not to the African yarn/fabric producers or to the non-LDC apparel manufacturers.

In short, there is no easy solution to the question of what should be done concerning third-country fabric.  Fortunately, we have a distinguished panel of true experts to give us the benefit of their expertise and views on this thorny issue. 

Our first speaker will be Ms. Florizelle Liser, the Assistant U.S. Trade Representative for Africa.  In that capacity, Florie Liser has been the lead U.S. negotiator in the SACU FTA negotiations.  Florie has been a tireless advocate for expanding U.S.-African trade ties.

Angela Ellard is the Staff Director and Chief Trade Counsel to the House Ways and Means Trade Subcommittee.  In that capacity, Angela was intimately involved in the development and enactment of the original AGOA and the so-called AGOA II amendments, which were enacted last August.  She will also be one of the key players in the development and enactment of the new AGOA III bill.

Yves Robert Lamusse is the Managing Director of Palmar International, which is a diversified apparel manufacturing company with operations in Mauritius and Mozambique.  Yves Robert has 22 years experience producing and exporting garments from Africa, in both LDCs and non-LDCs.  In that sense, he has seen the third-country fabric from both sides of the aisle.

Chris Matonga is a senior executive of Swarp Spinning Mills, which is based in Zambia and is one of the leading producers of high quality cotton yarn in Africa.  Swarp is located in an LDC, but as a yarn producer, it may not view extension of the LDCs’ access to third-country fabric as a positive development.  I look forward to hearing Chris’ views from the perspective of an African textile producer.

By the way both Yves Robert’s company Palmar and Chris’ company Swarp are members of ACT, so I am proud to have our organization so well represented on this panel.

Finally, Julie Hughes will provide us with the views of the U.S. apparel importers.  Julie is the Vice President for International Trade and Government Relations of the U.S. Association of Importers of Textiles and Apparel.  

Each of our panelists will make a brief presentation, after which we will then open the floor for questions and answers.  

One final procedural matter.  In order to facilitate the free exchange of ideas, we are treating this session as “off the record.”  If there are any members of the media with us today, I would ask that you please respect this condition.

And I now ask Florie Liser to give us the benefit of her views.

