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The African Growth and Opportunity Act (AGOA) forms a core part of United States 
trade policy towards Africa. Signed into law by US President Bill Clinton in 2000, 
covering the period to 2008, it has subsequently been extended by US President George 
Bush. AGOA is now set to expire in 2015, unless it is again renewed. 
 
AGOA builds on the US Generalised System of Preferences (GSP), which provides 
beneficiary developing countries with duty-free market access to the US market. AGOA 
extends the GSP's product coverage from 4,600 to almost 7,000 tariff lines and removes 
some of the restrictions of the GSP, notably the competitive need limitations (which 
withdraws benefits when exports from a beneficiary country exceed a certain threshold) 
as well as the periodic renewal process and associated uncertainty involving the GSP. 
Nevertheless AGOA remains a unilateral market access offer by the US, which may be 
amended or withdrawn at the prerogative of US lawmakers.   
 
Qualification under AGOA is not automatic, and is subject to a political audit by the US. 
Eligibility is open only to Sub-Saharan African countries that have met certain economic, 
social and political criteria, with countries added and removed from the list of 
beneficiaries subject to the results of ongoing monitoring. Most recently, the West 
African country of Mauritania lost its eligibility status on 01 January 2009, following 
political developments there. AGOA does not contain a dispute settlement mechanism 
with respect to issues pertaining to eligibility or trade-related aspects.  
 
While African countries' uptake of AGOA benefits has been relatively concentrated in a 
few sectors, the Act is credited with making a significant difference in the export 
performance and experience in a number of countries and sectors. Success stories include 
motor vehicles and components, garments, oranges, minerals and metals, industrial 
alcohols, essential oils, nuts, wine, canned pears and others.   
 
A brief snapshot: in 2007, total exports from approximately 40 AGOA beneficiary 
countries were valued at $64.5 billion, of which $51 billion qualified for duty-free access 
under AGOA. Of the $51 billion, $ 8.8 billion (17%) was trade in goods previously 
covered by the US GSP. Of the remaining $ 42.2 worth of trade (these being non-GSP 
AGOA exports), $40.1 billion (95%) consisted of energy-related exports, mainly oil. The 
real benefit of AGOA therefore lies in the remaining $2.1 billion worth of exports not 
previously eligible for any benefits. Of this, clothing accounts for 60% and motor 

                                                 
 
1   Eckart Naumann is an economist and Associate of the Trade Law Centre for Southern 
Africa (tralac). He has worked and consulted on various trade-related issues, including 
AGOA, and developed the AGOA.info web-portal through the support of tralac. This 
article was published in the January edition of INSAT (Inside Southern African Trade) of 
the Southern African Global Competitiveness Hub. 



vehicles and parts for 22% (while full-year data for 2008 was not available at the time of 
writing, data for the year to September points to a 15% year-on-year drop for clothing 
exports but an almost threefold increase in motor vehicle exports!).  
 
 
Sectoral performance under AGOA in 2007 
 

A B C 

Sector 
 

Sector exports 
$ million 

AGOA+GSP 1 

$ million 
Non-GSP AGOA2 

$ million 
B / A C / A 

Energy-related 52 683 47 675 40 168 90% 76% 

Textiles and clothing 1 333 1 271 1 267 95% 95% 

Minerals and metals 7 333 796 153 11% 2% 

Transportation 669 589 467 88% 70% 

Chemicals 765 309 52 40% 7% 

Agricultural 696 272 155 39% 22% 

Miscellaneous manufactures 174 77 5 44% 3% 

Machinery and equipment 423 29 0 7% 0% 

Electronics 92 21 0.1 23% 0% 

Forestry 155 12 0 7% 0% 

Footwear 5 2 2 46% 46% 
 
Source:    U.S. Department of Commerce, Office for Textiles and Apparel (OTEXA)  
Notes:  (1) sum of all exports under AGOA, including products previously eligible under the US GSP 
 (2) value  of trade (out of total column B) added by AGOA legislation and not previously eligible under 
 the GSP 

 
 
Although providing unprecedented access to the US market for beneficiary countries, 
only half had recorded annual exports worth more than $1 million each in 2008. This 
highlights the fact that African countries face major challenges in utilising the benefits 
offered under AGOA, including high transportation costs and poor infrastructure, 
distance to market, supply side constraints and a generally challenging business 
environment.   
 
In 2008, as in previous years, Nigeria and Angola were by far the largest exporters under 
AGOA by value, with oil their major export. Oil exports continue to inflate AGOA 
exports leading to a somewhat artificial overall picture, and in 2007 accounted for 95% of 
exports of products that are duty-free under the legislation. This requires a look beyond 
oil. South Africa, as the third largest exporter under AGOA overall, is the only country 
that exports a diversified palette of goods to the US under AGOA and has recorded 
significant success in the export of motor vehicles and parts, minerals and metals, 
processed agricultural products and to a lesser extent garments.  
 
For some countries, exports under AGOA account for virtually all US-bound trade, an 
indication of AGOA's relative importance in these instances. This is particularly true for 



lesser developed countries with a track record in clothing manufacture, where AGOA has 
thrown them an extremely valuable lifeline. As the table above indicates, clothing is the 
second largest export-sector utilising AGOA benefits, and besides energy-related exports 
by far the largest beneficiary of preferences in product sectors not previously eligible 
under the GSP.  Despite the fact that the clothing sector is traditionally a sensitive sector 
in US trade policy, AGOA introduced very favourable Rules of Origin (RoO) that enable 
lesser developed beneficiary countries to export clothing made from imported fabric 
rather than local. This concession not only enables producers to source inputs from the 
most competitive suppliers globally, but provides the added benefit of being able to 
comply with any sourcing specifications imposed by buyers (large international retailers, 
brand owners and sourcing agents).  Whereas at the time of AGOA's inception the sector 
faced collapse in most African countries, the new opportunities provided by AGOA 
provided much-needed relief to the sector and resulted in substantial new investment in 
countries like Lesotho, Swaziland, Kenya and Madagascar.  
 
These favourable rules for exporting clothing to the US are bound by a number of 
regulations. Firstly, AGOA beneficiaries have to meet various administrative 
requirements prior to being granted permission to export clothing, with an acceptable 
"apparel visa" system in place inter alia to prevent illegal transhipment and the use of 
counterfeit documentation. Clothing exports under AGOA are also subject to a special 
quota, based on a percentage of total US textile and clothing imports from all sources, 
although to date this quota has played no role in restricting trade under AGOA. US 
imports are of an magnitude that even the relatively small quota allocated to AGOA far 
exceeds the current capacity of African exporters.  
 
Countries wishing to use fabric imported from elsewhere also have to be considered 
'least-developed' with reference to a specific GDP per capita threshold, unless special 
legislative permission was granted (Namibia, Botswana and more recently Mauritius 
have all been granted a special waiver). Originally set to expire in 2004, these RoO 
provisions have been extended twice, first to 2007 and then 2012. In 2007, 87% of all 
clothing exports under AGOA utilised the special apparel provisions and used non-
originating fabrics. While ostensibly put in place to encourage vertical integration and 
regional development of the textile and clothing pipeline in Africa, as well as to appease 
domestic US stakeholders, little of this development has taken place in practice.  
 
While a number of reasons can advanced for this, including challenges such as the capital 
intensity of textile production (compared to clothing) and the lack of economies of scale 
to achieve internationally competitive production, one of the key determinants of 
production and sourcing patterns of exporters lies in the nature of global value chains. 
These reflect the fact that buyers, rather than producers, predominantly hold the reins in 
the decision making process, and that production will be located in countries having 
favourable international market access on the one hand, plus unfettered access to the most 
competitive sources of inputs globally. This is largely facilitated by AGOA's special RoO 
for lesser developed beneficiary countries.  
 
The demise of the WTO textile and clothing quota regime in 2005 has also had a strong 
bearing on the success of AGOA among clothing exporters. Up to 2005, AGOA provided 



exporters with a massive window of opportunity of supplying the US market with duty 
and de facto quota-free clothing, with the benefits under AGOA representing a 
substantial preference margin. Since 2005, similar market access remains, but as is 
reflected in the data below, the opportunity cost for US importers of not sourcing from 
Africa has shrunk considerably with the opening of new highly competitive and now 
quota-free sources of supply.      
 
 
Exports of clothing from eligible countries since AGOA's inception 
 

 $ '000 2001 2002 2003 2004 2005 2006 2007 

Total clothing 
exports 954 107 1 108 455 1 504 499 1 751 787 1 460 738 1 288 409 1 291 338 
Clothing 
exports under 
AGOA 355 332 798 152 1 197 081 1 613 554 1 418 388 1 255 641 1 266 198 
Clothing 
exports using 
third country 
fabrics 264 433 596 049 914 309 1 325 519 1 235 140 1 094 919 1 104 365 

Source:    U.S. Department of Commerce, Office for Textiles and Apparel (OTEXA)  

 
 
The trade data allows a number of observations. The four years between AGOA's 
inception and the ending of the WTO quota regime saw rapid annual growth in aggregate 
clothing exports from AGOA-eligible countries, peaking in 2004 at $ 1.75 billion. By 
2004, virtually all of these exports (92%) utilised AGOA benefits. Since 2005, there has 
been overall negative growth in clothing exports to the US. Probably of greater 
significance is the fact that share of AGOA-eligible clothing exports that utilise third 
country fabrics, a concession only available to poorer countries and those that have 
received a special concession, since it reflects the fact that African clothing exporters are 
mostly unable to compete on the international market unless they can tap into low-cost 
fabric supply networks. While in 2001 less than 75% of AGOA-eligible exports made use 
of the third country fabric concessions, this figure crept up to almost 87% in 2007. And 
of those countries that have been granted the third country fabric facility under AGOA, 
virtually all clothing exports remain dependent on third country fabrics!    
 
This last observation provides compelling evidence that restrictive RoO  put in place to 
encourage vertical integration of the textile and clothing industry in Africa (as present in 
some other agreements), through heavy investment in upstream textile production, is 
unlikely to be successful. AGOA in effect recognises this, although US policymakers 
have been under increasing pressure from domestic stakeholders there to find ways of 
restricting the current market access to African clothing exports. For example, during a 
recent legislative amendment to extend the term of AGOA, new provisions were 
introduced that will require local exporters to utilise a certain portion of local fabric 
where it has been determined that such fabric is available among participating countries 
in commercial quantities. In this respect, abundant supply provisions were promulgated 
for denim fabric, a move that was met with concern by certain sectors as being ill-
conceived, impractical to implement, and detached from the commercial realities 
prevailing in the sector which require producers to have flexibility with respect to their 



fabric sourcing decisions. These provisions were repealed on 16 October 2008 (Public 
Law 110-436), although new provisions were made for a review of textiles and yarns that 
can be produced competitively in AGOA beneficiary countries. This might point to future 
intervention to compel the use of local inputs.    
 
These issues lead one to question the sustainability of the clothing sector in Africa, 
especially considering the vital lifeline it has been granted by AGOA. The fact remains 
that clothing manufacture remains a very important industry in many African countries, 
and offers them a relatively easy opportunity for economic upgrading as they rid 
themselves of their dependence on agricultural production and raw materials. No other 
sector can create as many jobs for so little investment. However, the reality is that outside 
of the low-cost textile producing countries in South-East Asia, the sustainability of the 
sector depends largely on international market access. AGOA has granted African 
countries unprecedented market access particularly for its clothing exports, and more 
recently the EU has followed suit with revised RoO in the context of its Economic 
Partnership Agreements that are as flexible if not more so than those under AGOA. 
 
Is there a case for government and NGO measures to support the sector? Absolutely! But 
any support measures should recognise the dynamics of global value chains within this 
sector, and steer away from putting in place measures that blindly promote vertical 
integration or import substitution. Rather, the focus should be on factors that will 
ultimately lead to productivity improvements in Africa. Standout issues include 
infrastructure development and better transportation systems, trade facilitation (reducing 
cross-border red tape) and worker training. Companies can also be assisted through a 
range of capacity-building initiatives, helping them to deal with market research, product 
development, compliance with standards (especially relating to agro-processed goods) 
and supply chain management. Given the inherent challenges of exporting successfully 
out of many parts of Africa, each of these variables must be carefully refined in order to 
achieve success in the export market. Preferential market access alone is not enough, but 
remains an important ingredient in achieving export-led growth.   
 
While a cynical view of AGOA would probably highlight that by far the largest portion 
of exports under the Act is made up of energy-related products such as oil, the fact that 
the largest non-oil exporter South Africa (who some might argue needs these benefits less 
than other countries), and overall exports remain highly concentrated in a few sectors, 
AGOA has nevertheless ensured that a fair number of countries have been able to benefit 
significantly from the special market access privileges available to clothing exporters. 
Despite this sector being notoriously fickle and mobile, the removal of key trade barriers 
under AGOA together with favourable RoO has allowed countries such as Lesotho, 
Swaziland, Madagascar and Kenya to prove that indeed they are able to sell their goods 
on arguably the largest and most competitive consumer market in the world. AGOA 
remains a window of opportunity that potentially holds significant advantages for 
producers and exporters across Africa.   
 


