
 

Overview of AGOA potential 

The African Growth and Opportunity Act (AGOA) has the potential to significantly support export-

driven job creation in South Africa. 

This is according to report commissioned by the department of trade (dti) ahead of US plans to 

overhaul AGOA.  The report was produced by TIPS, an independent, not-for-profit research institute 

based in Pretoria. It quantifies the economic impact of AGOA on South Africa to inform policy for the 

removal of trade bottlenecks and more effective exploitation of potential markets. 

The South African government is consolidating its position on AGOA as the 13-year old piece of US 

legislation enters the last two years of its existing phase. US President Barack Obama recently 

pledged to revamp AGOA before its September 2015 expiry. 

The TIPS report fills gaps in AGOA’s impact on specific South African commodity value chains: the 

agro-processing, textiles and apparel, and automotive sectors. 

The report challenges the state and private sector to better take advantage of the market 

opportunities that exist in AGOA’s incentive structure. Less than a third of the 6 250 product lines in 

which AGOA offers duty-free and quota-free market access are used in Sub-Saharan Africa. 

The strategic automotive sector 

AGOA’s impact was found to be significant in increasing motor vehicle exports from South Africa. 

The automotive sector is described as occupying “a very strategic position to contribute to economic 

growth and employment”. 

The sector has a high share of total exports, as well as high export growth levels. South African 

vehicle exports Africa accounted for 11.8% (US$7.1 billion) of total exports in 2011, while South 

Africa’s aggregate automotive exports rose 51% between 2006 and 2011. The TIPS report attributes 

growth in South African automotive exports to the US to a combination of preferential access under 

AGOA, and strategic South African government incentives such as the Motor Industry Development 

Plan, replaced with the Automotive Production and Development Programme (APDP) from 2013. 

The APDP is premised on doubling vehicle production to 1.2 million units by 2020. 

Failure to renew AGOA would undermine the domestic automotive industry, with implications for 

employment, the report concludes. In addition to its sizeable contribution to the manufacturing 

base, the automotive sector has one of the highest job-creating capabilities of the manufacturing 

industry. It is the fifth largest manufacturing employer, directly employing 36 000 people and 

supporting 274 500 intermediate jobs. 



The labour-intensive agro-processing sector 

AGOA has bolstered South African exports of wine and citrus, particularly oranges, to the US, and 

substantially contributed to job creation in the agricultural sector, alongside skills transfer. Citrus, 

one of AGOA’s notable successes, is one of South African agriculture’s most labour-intensive sectors. 

The TIPS report says AGOA has helped the citrus industry support an estimated one-million South 

African households, while the wine industry supports 275 606 employment opportunities. South 

Africa is the only AGOA beneficiary that exports wine exporter under AGOA. 

Other agri-products for which the US is an important market include essential oils, ice cream, and 

seed, fruit and spores for sowing. Nevertheless, South Africa has not fully exploited the legislation 

across a range of fresh and dried agricultural products, including fruit mixtures, pears, quinces, 

avocadoes and grapefruit. The reasons are a combination of economic, technical and political 

factors. 

To enhance the sector’s export potential, government should expedite export eligibility of products, 

and resolve disputes with the US on sanitary and phytosanitary requirements. The TIPS report 

further recommends the dti and the exporters work together to improve South Africa’s 

competitiveness. From the exporters perspective the focus lies on employing energy saving 

technologies across the supply chain, while the dti could negotiate lower port charges and electricity 

costs for the sector. 

The report proposes that South Africa engage the US to seek permanence in the AGOA framework, 

thus encouraging long-term agricultural investments. At minimum, it advises AGOA should be 

extended for a minimum of another 10 years. 

The declining textiles and apparel sectors 

South Africa’s textile and apparel sectors are identified as a low-growth sector with a low share of 

exports. Characterised by high wages and utilities prices, the sectors are subdued with a steady 

decline in export volumes, and growing reliance on imports, especially Chinese imports. 

Nevertheless, textiles and apparel are strategic sectors because of their ability to employ the poor. 

Textiles and apparel together account for 10.3% of total manufacturing employment, and support 

almost as many additional jobs. 

The South African government should make the case for full benefits of AGOA as the third country  

fabric rule “practically excludes South Africa from enjoying AGOA eligible textile and apparel 

exports”, the report says. South African companies are required to source cotton and fabric from 

within the region or the US to qualify for AGOA exemption, yet many products are not readily 

available, or uncompetitive in price and quality relative to Asian markets. 

The TIPS report argues that when all Sub-Saharan Africa countries do not enjoy the same treatment 

under AGOA, this serves to inhibit the natural development of integrated value chains in the region. 

 


