Executive Brief
. Government

Analytica® ™ info@GovernmentAnalytica.com

R www.GovernmentAnalytica.com

Transforming Trade: AGOA's Impact on U.S.-Africa Commerce
Record-Breaking Non-Oil Imports Under AGOA

The African Growth and Opportunity Act (AGOA), enacted in 2000, remains a cornerstone of U.S.-Africa
trade relations. In 2022, AGOA imports totaled $10.3 billion, reflecting a significant growth of 26 percent
compared to 2001.

The program has notably diversified U.S. imports from Africa, with non-oil imports reaching a record $5.7
billion. South Africa continues to be the largest AGOA beneficiary, contributing significantly with exports of
vehicles, fruits, precious metals, and chemicals. Other key suppliers include Nigeria, Ghana, Kenya, and
Madagascar, each providing a range of goods from crude oil to apparel.

The U.S. Trade Representative (USTR) has worked diligently to support AGOA by fostering economic
cooperation and promoting a worker-centered trade policy. As the U.S. and Africa navigate the post-
pandemic global economy,

AGOA's role in stimulating economic growth and job creation remains critical. With the current extension set
to last until 2025, the future of AGOA is a topic of keen interest for stakeholders on both continents. The
continued engagement with African governments, the private sector, and civil society will be crucial in
building on AGOA's successes and enhancing the U.S.-Africa trade relationship.
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Business Impact

Positive Business Impacts

1.

Market Expansion for U.S. Goods and Services AGOA has significantly expanded markets for U.S.
products in sub-Saharan Africa. This has led to a 22.6% increase in U.S. goods exports to the region
in 2021, providing American businesses with new growth opportunities and helping to support an
estimated 74,000 jobs in the United States.

Economic Diversification in Africa AGOA has encouraged African countries to diversify their
economies beyond oil exports. This diversification includes sectors such as apparel, auto parts, and
agricultural products, fostering more resilient and varied economic landscapes across the continent.

Job Creation in Africa The growth of non-oil imports under AGOA, which reached a record $5.7
billion in 2022, has contributed to significant job creation in various African industries. This has
helped to reduce poverty and improve living standards in many sub-Saharan countries.

Political and Economic Reforms AGOA has provided incentives for African governments to
implement key political and economic reforms. These reforms have improved the business
environment, making the region more attractive for both local and international investors.
Enhanced U.S.-Africa Relations Strengthened trade ties through AGOA have fostered better

diplomatic relations between the United States and sub-Saharan Africa. This has paved the way for
more comprehensive collaborations in other areas such as security, education, and technology.

Impacts to Watch Out For

1.

Dependence on Petroleum Products Despite diversification efforts, petroleum products still
accounted for 45% of AGOA imports in 2022. This dependence on a single commodity poses risks to
both African economies and U.S. trade stability, especially with volatile global oil prices.

Trade Deficits The U.S. goods trade deficit with sub-Saharan Africa was $11.7 billion in 2021. While
imports increased, this growing deficit may be a concern for American businesses and policymakers,
impacting economic strategies and trade policies.

Supply Chain Vulnerabilities The COVID-19 pandemic exposed vulnerabilities in global supply
chains. Reliance on imports from Africa can lead to disruptions in U.S. industries if supply chains are
not robust and diversified enough to withstand global crises.

Compliance and Eligibility Issues AGOA's eligibility requirements necessitate ongoing compliance
with specific political and economic standards. Countries failing to meet these criteria risk losing
AGOA benefits, which can create instability and unpredictability for businesses reliant on these trade
preferences.

Competition and Market Saturation As more U.S. businesses enter the African market, competition
increases. This can lead to market saturation in certain sectors, potentially squeezing profit margins
and making it harder for smaller businesses to thrive.
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Policy Platform Analysis

Highlights key themes for the next 12-24 months focus on extending AGOA, encouraging economic
diversification, supporting regional integration through AfCFTA, and promoting sustainable development.
Emphasis is placed on digital economy advancements, capacity building, public-private partnerships,
healthcare improvements, labor rights, and financial inclusion. These themes aim to enhance U.S.-Africa
trade relations, foster economic growth, and ensure broad-based development benefiting marginalized
groups across the continent.

1. Trade Policy Adjustments

e Review and Extension of AGOA: Monitoring legislative discussions on the potential extension or
modification of AGOA beyond 2025.

e Policy Incentives: Evaluating new incentives for compliance and increased utilization of AGOA
benefits by African countries.
2. Economic Diversification

« Non-Oil Sector Growth: Encouraging further diversification in non-oil sectors such as agriculture,
manufacturing, and services.

e Support for SMEs: Providing support and resources for small and medium-sized enterprises (SMEs)
in Africa to access U.S. markets.
3. Regional Integration

e African Continental Free Trade Area (AfCFTA): Supporting the implementation of AfCFTA to
enhance intra-African trade and regional economic integration.

e Infrastructure Development: Investing in infrastructure projects that facilitate regional trade and
connectivity.
4. Sustainable Development

e Environmental Policies: Promoting trade policies that support environmental sustainability and
climate action.

e Social Equity: Ensuring trade policies address social equity, benefiting marginalized groups
including women and youth.
5. Digital Economy

o Digital Trade Agreements: Developing agreements to support digital trade and e-commerce
between the U.S. and Africa.

e Tech Investments: Encouraging investments in technology and digital infrastructure to boost
economic growth.
6. Capacity Building
e Trade Facilitation: Enhancing trade facilitation through capacity building and technical assistance
programs.

e Education and Training: Providing educational programs and training to improve skills and
competencies related to trade.
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7. Public-Private Partnerships
¢ Investment Projects: Promoting public-private partnerships to drive investment in key sectors.

e Stakeholder Engagement: Increasing engagement with private sector stakeholders to align trade
policies with business needs.

8. Healthcare and Pandemic Response

o Healthcare Investments: Supporting investments in healthcare infrastructure to improve public
health outcomes.

e Pandemic Preparedness: Enhancing collaboration on pandemic preparedness and response to
ensure economic resilience.

9. Labor and Workers' Rights
o Labor Standards: Ensuring trade policies include strong labor standards to protect workers' rights.
e Worker Protections: Implementing measures to protect workers in both the U.S. and Africa from
exploitation and unsafe working conditions.
10. Financial Inclusion

e Access to Finance: Improving access to finance for businesses and individuals in Africa.

e Investment in Banking: Encouraging investment in the banking sector to enhance financial
inclusion and economic stability.

Top 3 Actions Businesses Can Take

Businesses can expand into sub-Saharan Africa by leveraging AGOA benefits, forming local partnerships,
and investing in market research. Proposals in support of AGOA to U.S. Trade Representative are essential.

1. Leverage AGOA Benefits for Market Expansion

» Identify Opportunities: Businesses should conduct market research to identify high-demand
sectors in sub-Saharan Africa that benefit from AGOA's duty-free access to the U.S. market.

e Build Partnerships: Establish partnerships with local businesses and distributors in Africa to
streamline entry into these markets and leverage local expertise.

2. Invest in Capacity Building and Training

o Workforce Development: Invest in training programs for local workers to enhance skills and
improve productivity, ensuring alignment with global standards.

e Support Local Enterprises: Provide technical assistance and capacity building to African SMEs to
strengthen supply chains and ensure sustainable business practices.

3. Engage in Sustainable and Inclusive Practices

e Adopt Sustainable Practices: Implement environmentally sustainable practices in operations and
supply chains to meet global environmental standards and support climate action initiatives.

e Promote Social Equity: Develop programs that support the inclusion of women, youth, and
marginalized communities in economic activities, ensuring broad-based economic growth.
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