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Celebrating 100 Years of the
THE AUTOMOTIVE BUSINESS COUNCIL South African Automotive Industry

Day three 14h20 to 15h00 (Thursday 17 October 2024)

PANEL | Trade and Opportunity: SADC-EU EPA, and AGOA

South Africa’s trade policy aims to support industrial development, sustainable economic growth,
decent well-paying jobs and economic inclusion. It seeks to improve the balance in the country’s trade
by increasing exports of higher value-added manufactured goods. South Africa has advantageous
access to world markets through free trade agreements (FTAs) with major markets such as Europe
and the UK, and a preferential trade arrangement with the US. South Africa is also a member of the
Southern African Development Community (SADC) and the Southern African Customs Union (SACU).
The country is regarded as a geographic gateway to the rest of the continent and is strategically
positioned for access to the African market. South Africa’s trade negotiations are conducted alongside
its country partners in SACU, comprising Botswana, eSwatini, Lesotho, and Namibia, following the
renewed SACU Agreement in 2004 that requires SACU to negotiate all trade agreements as a bloc.
SACU, at present, enjoys FTAs with the 27-country EU, the UK, as well as the European Free Trade
Association (EFTA), comprising Iceland, Lichtenstein, Norway and Switzerland. SACU is also part of the
15-country SADC free trade area, has a preferential trade agreement (PTA) with the Common Market
of South America (Mercosur), comprising Argentina, Brazil, Paraguay, Uruguay and Venezuela, while
South Africa also enjoys duty-free and quota-free entry into the US market under the African Growth

and Opportunity Act (AGOA), a unilateral trade preference programme.

An analysis of the impact of the trade arrangements enjoyed by South Africa provides overwhelming
evidence that they substantively enhanced the domestic automotive industry’s exports to the various
markets. In addition, two-way automotive trade flows have been secured, strengthened and
enhanced while long-term trade relations have been stabilised. The current Economic Partnership
Agreement (EPA) between the SADC group with the EU continues to underpin the relationship with
the region. The EU has remained the domestic automotive industry’s top export region in 2023 with
total automotive exports amounting to a record R147,1 billion along with total automotive imports
amounting to R139,4 billion. The current SADC-EU EPA Review is important to address the transition
to EVs in both South Africa and the EU in view of more flexibility towards the rules of origin requiring

60% local content in view of the lack of EV battery manufacturing in both markets.
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Opportunities presented by AGOA, which was implemented on 1 January 2001 by the US towards sub-
Saharan African countries, include vehicles. AGOA spurred the domestic automotive industry’s export
drive to the extent of a 151,6% increase in the total automotive export value to the US from R1,86
billion in 2000 to R4,68 billion in 2001, when it was implemented. In 2023, the US was the South
African automotive industry’s 3rd largest country export destination, 6th largest country of origin and
2nd largest trading partner. The South African automotive industry is the major beneficiary of AGOA,
and substantial two-way automotive trade has taken place between South Africa and the US with
automotive imports from the US increasing by 1 083,2% between 2001 and 2023, proportionally much
more than exports of 497,4% over the same period. South Africa’s continued eligibility in terms of
AGOA is crucial, since it does support the continued growth and development of the automotive
industry in South Africa and Africa. South Africa also provides the US with 25% of all its imports of nine
critical minerals, including manganese and platinum. Therefore, AGOA is not only a one-way economic
relationship where African countries, including South Africa, can access the US market, but also one

where the US is able to rely on for its sourcing requirements.

The panel concluded that both AGOA and the SADC-EU EPA were significant trade arrangements for
the export-oriented South African automotive industry as two out of every three vehicles
manufactured in the country were exported in 2023. Both trade arrangements were under review at
present. AGOA was set to expire in September 2025 and since the automotive industry was the major
South African beneficiary under AGOA with the US the domestic automotive industry’s second largest
trading partner in 2023 because of AGOA, it was imperative for AGOA to be extended as soon as
possible and for South Africa to remain eligible under the Act. As far as the SAD-EU EPA review was
concerned, naamsa tabled specific agenda items for consideration including more flexibility on the
rules of origin for vehicle exports requiring 60% local content which both South Africa and the EU were
not able to meet at present in view of the lack of EV battery manufacturing capabilities. The tariff
application to address the anomaly with respect to BEV imports from the EU not qualifying for the 7%
duty preference was also part of the SADC-EU EPA review process. Panellists have also highlighted
collaboration with trade partners across Africa under the AfCFTA which held in huge opportunities in
various areas, including the EV battery value chain. It was also noted that trade partners were
currently supporting and aiming to support South Africa beyond exports to assist in driving economic

growth.
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