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ABSTRACT

TRADE AND INVESTMENT BETWEEN JAPAN AND AFRICAIN
THE CONTEXT OF FOLLOW-UPTO THE FOURTH
TOKYO INTERNATIONAL CONFERENCE ON
AFRICAN DEVELOPMENT (TICAD IV)

On the occasion of the Fourth Tokyo Internationahférence on African Development
(TICAD 1V) held from 28 to 30 May, 2008, in Yokoha@anJapan, the TICAD Initiative
pledged to continue its support to boost trade iamdstment flows with Africa. The
Yokohama Declaration, Plan of Action and its FoHopr Mechanism are presented in
this paper as the basis for strengthening econmwmoperation between Japan and
Africa in a wide range of issues, including tradwl anvestment, with the potential to
make a tangible contribution to the continent’s @ng socio-economic growth and
development and make remarkable progress towards athievement of the
Millennium Development Goals (MDGS).

This paper outlines the outcome of TICAD IV, espéyias it pertains to trade and
investment, analyses the benefits of a sound bssiclenate, and provides an overview
and strategic orientation of trade and investmestruments in the framework of the
TICAD process and under the stewardship of therlsggmGovernment to further boost
this ever growing sector between Japan and Africa.




[.INTRODUCTION

Africa has sustained steady improvements in derntiocgavernance, socio-economic

growth and development over the past few years.cbméinent’s growth performance,

which improved significantly from just fewer thanp8r cent in 1999 to 5.2 per cent in
2006, to a projected 6 to 7 per cent in 2008, feenlmuite impressive. Despite these
good performances, the record of regional econamggration has been limited on the
continent. Furthermore, Africa is only a modestyplain international trade, 2.9 per

cent in 2007, after touching a low of 2 per centhi@ beginning of the 2000.

Speaking at the launch of The Africa Competitiven@eport 2007 Donald Kaberuka,
President of the African Development Bank (AfDB)dséthe key to the future of
African economies is trade and investment and,etbe, the business climate. Our
aims at the African Development Bank are to actaasatalyst, to enhance the
investment climate and to respond to demand in aupgf the Bank’s development
goals. This is achieved by rallying investors tok@t opportunities in African countries
differently.”

On the occasion of the Fourth Tokyo Internationahférence on African Development
(TICAD 1V) held from 28 to 30 May, 2008, in YokohanJapan, the Government of
Japan, one of Africa’s most significant developmeattners, announced plans to
enhance its development support and trade paripewgth Africa. In arguing for its
unflinching support to boost trade and investméoiv$é with Africa, a package of
initiatives for African development was announced/uding doubling Japan’s Official
development assistance (ODA) to the continent té U billion by 2012 and to
provide up to $4 billion in new yen loans over tiext five years to improve African
infrastructure, especially roads.

Japan will also set up a $2.5 billion fund to h&gpanese firms invest more in Africa
and achieve the target of doubling Japanese prseitor direct investment to the
continent to US$3.4 billion by 2012.

1 The Africa Competitiveness Report 200New Report from World Economic Forum
Africa, World Bank and African Development Bank etkstock of African
competitivenesape Town, South Africa.




The conference adopted the “Yokohama Declaratjorsutlining principles for
advancing African development among TICAD stakebrddas well as the “Yokohama
Action Plan” and the “Yokohama Follow-up Mechanisndying out a road map for
action-oriented initiatives with measurable targatéth the theme of Towards a
vibrant Africa: continent of hope and opportunjtfICAD IV addressed the following
priority areas: 1) boosting economic growth; 23uamg Human Security, including the
achievement of the Millennium Development Goals ®H), consolidation of peace
and democratization; and 3) addressing environrhg&siaes and climate change.

The Yokohama Declaration, Plan of Action and itidwe-up Mechanism are presented
in this paper as the basis for continuing to stiteey effective partnerships between
Japan and Africa in pursuit of the achievementhefMDGs in Africd, especially Goal
8, which is in reference to “Developing a globattparship for development”.

Having been closely associated with the TICAD Psscir the past five years, | am
delighted, indeed, to address this important taji¢Trade and Investment between
Japan and Africa in the context of Follow-up to AT IV”, which was discussed as
one of the priority areas in “Boosting Economic Gtio.”

This paper outlines the outcome of TICAD IV, espéyias it pertains to trade and
investment, analyses the benefits of a sound bssiclenate, and provides an overview
and strategic orientation of trade and investmestruments in the framework of the
TICAD process and under the stewardship of therlsggmGovernment to further boost
this ever growing sector between Japan and Africa.

2TICAD IV Outcome, Yokohama Declaration. 200&wards a Vibrant Africa.
Yokohama, Japan.

3 Achieving the Millennium Development Goals in AfiicRecommendations of the
MDG Africa Steering Group. June 2008. Publishedh®sy United Nations Department
of Public Information. 08-34318-DP1/2508-7M. NewrkKpUSA.




1. TICAD IV FRAMEWORK FOR COOPERATION IN BOOSTING
ECONOMIC GROWTH

Africa’s trade with Asia has grown dramatically &n199d. From a very low base,
trade between the two regions has increased tovel leearly even with Africa’s

traditional trading partners, namely the Unitedi&taand Europe. Exports from Africa
to Asia tripled in the last few years, making AdMica’s third largest trading partner
after the European Union and the United States.

Although limited by country and product, trade lsasged for a few big countries in
Africa, including oil-rich nations like Nigeria, Ayola, Sudan and metal-rich countries
like South Africa and Botswana. Most of the comitgetrade growth has been in oil,
natural gas and metals. China's keen interest toralaresources from Africa has
brought momentum to some African econom(@sina’s total trade with Africa came to
$73.5 billion in 2007, far exceeding Japan's $l®n.

A variety of report3 indicate that Japanese investment into Africa hedcUS$203
million in 2004 alone and between 2002 and 200gadese foreign direct investment
(FDI) in sub-Saharan Africa amounted to $415 milliooughly 0.4% of Japan's total
FDI during the period. And although Japan's traith wfrica in 2007 rose to US$ 26.6
billion, it still only accounted for about 2 per¢ef the country's global trade.

Japan’s Africa conference in May (TICAD IV) was tla¢est in a series of high-profile
events illustrating growing Africa-Asia ties. Inkaynote address, Tanzania's President
Jakaya Mrisho Kikwete, while welcoming the annoumeat to double Japan's ODA in
the next five years, he said there was a neednfoeased trade between Africa and
Japan, more Japanese investment, and "more invelveand active presence and
participation of the Japanese private sector orcdinéinent”. More importantly, African
leaders stressed the need to take into accouabwiitries on the African continent, and
not focus the measures on South Africa and Egypiclwabsorb 85% of Japanese
investment on the continent.

4+ Broadman, Harry (2007)Africa’s Silk Road: China and Indias New Economic
Frontier, The World Bank Group. Washington, DC, USA.

® Africa Investor (Jan.-Feb. 2007), Tokyo means kessrfor Africa’s small business,
London, UK.




Addressing the sixty-third session of the Generadenbly of the United Nations, H.E.
Taro Aso, Prime Minister of Japan stdtetiat “TICAD IV called for support to
accelerate economic growth. To pursue the MillermiDevelopment Goals in a
sustainable manner, and to foster health, watersandation, and education in Africa
on the basis of human security, the concept whagiad has carefully nurtured -- three
thousand people renewed their determination toeaehthese goals.”

At TICAD 1V, it was noted that African Governments, recognizing the impoctaof
trade and investment to sustainable economic gramthpoverty reduction, are making
efforts to promote trade and attract foreign inwvesit, drawing on the experiences of
the Asian economies. The African Union (AU), thewN@artnership for Africa's
Development (NEPAD) and Regional Economic CommissidRECs) are also
formulating common regional trade policies incluglimprovements in the legal and
regulatory framework and regional infrastructune,arder to promote intra-African
trade and facilitate Africa's integration into therld economy.

The TICAD process aims to achieve a significantease of trade and investment to
African countries in collaboration with the privatector. Actions to be taken in the next
five years involve: promoting and expanding tradegouraging foreign investment;
providing assistance to the private sector devetspgmand promoting tourism.
Promoting and expanding trade would foster progdinty-free and quota-free market
access for essentially all products originatingnfrall African least developing
countries; scaling up "Aid for Trade" to increake global competitiveness of African
countries by accelerating assistance including rRlap&evelopment Initiative for
Trade" and supporting the early, fair and balancedclusion of the WTO Doha
development Agenda negotiations; assisting prodecelopment and export promotion
in Africa, by further promoting the “One Village,n® Product” (OVOP) initiative;
enhancing infrastructure management capacity; @mogtiding assistance to build
capacity in trade policy making and coordinatiorchranism.

® MOFA Web site. Address by H.E. Mr. Taro Aso, PriMimister of Japan, at the
Sixty-Third Session of the United Nations Generasémbly
http://mwww.mofa.go.jp/policy/un/assembly2008/pm092sl

"TICAD IV Outcome, Yokohama Action Plan. 200Bwards a Vibrant Africa.
Yokohama, Japan.




Encouraging foreign investment would require prowdassistance to improve the
investment climate in terms of the legal and refgujaframeworks in African countries;
supporting the establishment of an information amshsultation platform on the
business climate for private companies intendingntier into African markets; utilizing
more effectively official funding sources such asvastment credit, trade and
investment insurance to enhance private-publimpaships (PPPs) and leverage private
capital flows to Africa; providing assistance f@apacity building to improve economic
and corporate governance.

Providing assistance to the private sector’s deraknt would involve supporting
African countries to plan and implement industdalelopment strategies and policies,
drawing on Asian experiences as appropriate; pmogitechnical support to improve
productivity, competitiveness and business expertigpromising industries, taking into
account the effectiveness of information and comoation technology (ICT);
expanding assistance to support the developmesnafl and medium enterprises and
local industries; collaborating with internationfshancial institutions and regional
development banks to strengthen the financial seatoluding the development of
local bond markets and local currency financing ma@tsms; and providing technical
and financial assistance to promote self-reliantization of energy and mineral
resources.

And finally, promoting tourism would require encagmng and assisting African
countries' efforts to address security, hospitalivanagement, infrastructure and
environmental constraints to tourism developmentluking tourism training
programmes; supporting tourism operators to inerefsniliarization with African
destinations and improving knowledge of the cariinand what it has to offer; and
seizing the opportunity provided by the 2010 Wdtldp Soccer Tournament in South
Africa to support long-term tourism promotion thgbusuch events as travel fairs.

[11. PROMOTION OF TRADE AND INVESTMENT: A MAJOR FOLLOW-UP
TOTICAD IV

Creating an enabling environment for doing businegsrica gives local entrepreneurs
better access to credit to grow their businessescagate jobs. This ease of doing
business has the potential to attract Japanesstarse




According to the World Barfk twenty-four countries made it easier to regigtaperty
this past year. Sub-Saharan Africa has had a regead for regulatory reforms that
make it easier to do business, with about 28 camsmtrompleting a series of reforms.
Botswana, Burkina Faso, and Senegal are among dinle’'sv 10 reformers. Senegal,
which is the continent’s leading reformer, redubediness startup time from 58 days to
eight, when it streamlined business registratiod arerged seven startup procedures
into one! This resulted in an 80 per cent incraéaseew business registrations in the
first 10 months after then reform. In other cowdrsuch as Botswana and Namibia,
entrepreneurs now benefit from computerized regfisin systems.

Dispatching joint public-private sector missions ti@mde and investment to Africa was
a major component of Japan’s initiatives at TICAD Announced by the former Prime
Minister at the conference in May, it illustratbe keen interest of the Government of
Japan to follow-up on the goal of boosting econognawth in Africa, which was
shared by the participants in TICAD IV.

In this context, joint missions for promoting traaled investment headed by officials of
the Japanese government and representatives fraousaorporations and banks in
September 2008 visited southern AffigBotswana, South Africa, Mozambique and
Madagascar), East Africa (Kenya, Tanzania, Ugamdh Ethiopia), and West Africa

(Nigeria, Ghana, Senegal, Cote d’lvoire, and Cam&ro

Participants included such high-ranking officiats the State Secretary for Economy,
Trade and Industry, Members of the House of Reptatiees, the Ministry of
Economy, Trade and Industry, the Ministry of Fore&ffairs and representatives from
five government-related organizations, namely thpad International Cooperation
Agency (JICA), Japan Bank for International Coofiera(JBIC), Japan External Trade
Organization (JETRO), Japan Oil, Gas and MetalsoNat Corporation (JOGMEC),
and the Nippon Export and Investment Insurance (NEXong with representatives of
private companies representing commerce, manufagiureavy industry, and finance.

8 Doing Business (2009)pint publication by the International Finance aration-
World Bank, Washington, DC, USA

9 Japan Ministry of Foreign Affairs Web sitettp://www.mofa.go.jp/region/africa/ticad/
Tokyo, Japan.




Representatives of Japanese enterprises exchapgpohs with high-level government
officials in each country and engaged in networkmgthe expansion of bilateral trade
and investment. As a result, leaders in countrisged seized the opportunity to
enhance their understanding of business expansibnJapanese companies. The joint
missions also visited project sites which could demsidered successful cases of
cooperation between Japanese and local enterprises.

Such project site visits included the Remote Sen€ienter in Botswana, which opened
in July in cooperation with JOGMEC. Other siteitgisncluded the Mozal Aluminum
Smelter in Mozambique, and in South Africa, a cheame site and a refinery of Hernic
Ferrochrome, which represents the world’s fourthgbst ferrochrome manufacturer
and distributer.

Joint trade missions also visited the East Africagion’® (Kenya, Uganda, Ethiopia,
and Tanzania). The members of the mission werecphatly impressed with the
political and economic stability in the region ati@ close relationship some of them
have with Japan especially through economic codipera They also shared the view
that the natural resource potential in the regisnekpected to create business
opportunities in the future. In Kenya, meetings evieeld with representatives from the
country’s private-sector companies, namely the erfrivate Sector Alliance
(KEPSA), the Kenya Association of Manufacturers (WA and the Kenyan Chamber
of Commerce and Industry. Site visits included afethe largest food processing
companies in Kenya (Kenya Nut Company Ltd.), a f§@gan Roses) producing cut
flowers, one of the major exports of Kenya, and ®gmAfrica, a local company
engaged in wide-ranging business including manufag tires and selling tea, and a
school feeding programme.

Site visits in Uganda included the renowned Phodacxity, an organic cotton shirt
manufacturing factory run by a Japanese entreprdneunore than 40 years, and also
Roofings, a local company which has been successfuanufacturing ferrous material
for construction by using raw materials importednir Japan as well as a visit to

10 Japan Ministry of Foreign Affairs Web site:
http://www.mofa.go.jp/announce/announce/2008/9/7183 1050.html




Uganda’s first-ever large-scale industrial complédd in Ethiopia, cut flower
plantation sites, the Ethiopia Commodity Exchang€X) and the North-West Trunk
Road that was rehabilitated with Japan’s ODA. 8isés in Tanzania included a Project
for widening the Kilwa Road, which is under constron with Japan’s grant assistance.

The outcome of these joint missions will be fed khacto the development and
organization of the fifth Africa-Asia Business For(AABFV) scheduled for the first
half of 2009. The theme will foster the developmeitourism.

V. FINANCIAL INSTRUMENTS FOR THE PROMOTION OF TRADE AND
INVESTMENT BETWEEN JAPAN AND AFRICA

The TICAD Initiative has for the past fifteen yeaspurred a wave of innovative
activities in poverty reduction through economiowth. And TICAD foresees an

unprecedented opportunity for significant collabimmin trade and investment between
Africa and Asia.

Following TICAD Il in 1998, a face-to-face busineas=gotiation process between
eligible Asian and African firms was organized undee TICAD Initiative through
three Africa-Asia Business Fora. Two major meetiwwgse held between TICAD Il and
TICAD Il - one in Kuala Lumpur, Malaysia, in Octeb 1999, drawing together 110
African and Asian business people, and the otherionJuly 2001 in Durban, South
Africa, where over 140 participants representedr ol20 African and 60 Asian
companies. AABF Il was held in 2004 in Dakar, Sgale And AABF IV was held in
2007 in Dar-es Salaam, Tanzania.

Initiated by the Government of Japan under the TDQAitiative, all AABF fora aimed

at creating more favorable conditions for identfyipartners in future joint ventures,
and at attracting greater flows of foreign dirgotastment and trade between Asia and
Africa. Altogether, AABF I, Il, 1ll and IV have ledo business prospects worth over
US$ 300 million.

The Fifth Africa-Asia Business Forum (AABF V) wikxplore ways and means to
enhance the role of the private sector in the exdm@nd social development of the
participating countries through increased trade iamdstment flows between Asia and




Africa, focusing on tourism development-related ibesses. Expected outcomes
include the establishment of business linkage dppdres; building capacity of SMEs
and financial institutions, enhancing conducive ibess environment by facilitating
intra-Africa trade and access to finance, and tesafninate best practices among
tourism development-related businesses in Africa.

As in previous fora, the United Nations Industid@velopment Organization (UNIDO)
will provide technical assistance through the TICERchange Network, a Web-based
network that aims at improving a comprehensive rimittion base on trade and
investment to guide the identification of new besi® opportunities, and providing an
on-line facility for information exchange among tsseincluding macro and micro
economic indicators, data on industrial productimage and investment policies, laws
and regulations of African countries.

The importance of finance is perhaps the mostalitspect of follow-up to the AABF
series. Each AABF event has resulted in a subatantmber of MOUs signed.
However, the momentum generated by this and theshopfollowing-up on successful
deals made, usually runs out of steam soon aftes. i primarily due to the inability of
African companies to secure financing to carryraany of the deals made.

To tackle this critical issue, a follow-up workshop AABF IV which dealt with
investment project formulation and SME financingswarganized in April 2008 in
Abuja, Nigerid®. The purpose of the workshop was to enhance thiegsional skills
of SMEs patrticipants in preparation of businesmgland appraisal of investment
projects as well as to enhance the ability of regméatives from the banking sector to
carry out risk and financial assessments of the SMEoposals. Participants of the
workshop were SME entrepreneurs who are Alumni lod AABF as well as
representatives of such banks as the Bank of Industigeria, ECOBANK Group,
Access, Oceanic and Zenith Banks. Many SMEs emneurs have participated in
more than one of the AABF series and have estadisblid business partnerships with
Asian entrepreneurs and entrepreneurs operatiAfrica.

1The TICAD Exchange Network is developed and mandyettie TICAD
UNDP/Africa Bureau with technical support by UNICZ@d fully sponsored by the
Government of Japan.

12 http://www.ticadexchange.org/home.asp?menu=&ID&4aB=en
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Participants to the investment project formulatiand appraisal were trained in
UNIDQO'’s software tools in investment project formtibn (CPP- Company Project
Profile) and investment project preparation and raigpl (Computer Model for

Feasibility Analysis and Reporting, COMFAR IIl) vehi is tested and used by more
than 6,000 users around the world.

V. CONCLUSION

While it was conceived during the height of thealsse boom, the TICAD Initiative

tries by and large to live up to its initial promisef supporting Africa’s socio-economic

growth and development. TICAD IV presented new opputies to rekindle Japan’s

relationship with African countries. The Japanessitess community and financial

sector are beginning to show real interest in AfriBehind this is remarkable progress
in democratic governance, and most importantly, #estained growth being

experienced by many African economies, the higleepof commodities as well as

China’s and other emerging nations’ growing presena the continent which is

attracting considerable media attention.

In this context, Japan should continue to helpaaini countries tackle may factors that
prevent industrial development such as concernsitapablic order and insufficient
infrastructure on the continent: the current edoocasystem in Africa generally does not
encourage entrepreneurship as a career; ineffitezyal and regulatory frameworks
create unnecessary administrative bottlenecks agld ¢osts; sadly, a paradigm of
entrepreneurship as the expectation is that bighess, government and others should
create jobs.

Trade and investment between Japan and Africa ¢ya@dt promise for Africa’s socio-

economic growth and development. As the world’sosdclargest national economy,
Japan needs to vigorously re-position itself wabard to financing for the development
of African SMEs. The US$1 billion extended to thé€DB under the aegis of the

Enhanced Private Sector Assistance (EPSA) inigafor Africa, which supports the

AfDB’s private sector development strategy, needbd tapped into in order to boost
the momentum for African growth and SMEs developimen

UNDP had initiated negotiations with the Ministryf &oreign Affairs, Japan’s

-11-




Multilateral Cooperation Bureau, JBIC as well aPBfitself to come up with a viable
and flexible financing mechanism in light of AfDBfeanagement of these funds. It is
hoped that Japan will vigorously work with the Af0iBr the quick disbursement of
these funds on behalf of African SMEs and a sudgksatcome of the EPSA initiative.
The AABF series, as an important mechanism of ti@AD Initiative, has generated
much interest since its inception. With better asc® financial services on the part of
micro-enterprises and SMEs, this laudable initativas the potential to make an
important contribution to enhancing intra-Africaade, including agri-enterprises for
stimulating rural economies and fortifying a naggaivate sector on the continent.
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