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BACKGROUND

• The African Continental Free Trade Area (AfCFTA) was launched at the 12th

Extraordinary Summit of the African Union in Niamey, Niger on July 7, 2019
• To date 54 African states have signed the Agreement, 27 have ratified it

• The Agreement entered in force on April 29, 2019

• The AfCFTA marks a critical milestone in Africa’s regional integration agenda
ñ The Abuja Treaty of 1991 envisages an African Economic Community as the culmination 

of the integration process

• The AfCFTA brings together 54 countries, with a total population of 1.2 billion and 
combined GDP of US$ 2.5 trillion

• It has the potential of boosting GDP by up to 4% and intra-Africa trade by at least 52%

• However, the AfCFTA marks the beginning of a journey, not the end of the 
road
• So far, only negotiations on goods, services and dispute settlement have been 

concluded.

• Critical protocols on investment, competition, IPR and e-commerce are pending



RATIONALE

• The AfCFTA promises to deliver important gains to most African 
countries
• However, their ability to capture these benefits will depend on several factors… 

• Their political commitment 

• Their capacity to design and implement national strategies and mitigation policies

• Their continued interest in remaining negotiations

• Fundamentally, making the AfCFTA work for Africa requires that all 
member-states fully own up to the Agreement

• This course is designed to promote such ownership by educating key 
stakeholders about the development promise of the AfCFTA



COURSE LEARNING OBJECTIVES

At the end of this online course, participants should be able to
• Appreciate the role that regional integration could play in Africa’s economic 

growth and development
• Understand the arduous process leading to the AfCFTA, and the way 

forward
• Recall and understand key provisions of the AfCFTA agreement and its 

protocols
• Critically assess what it would take for the AfCFTA to deliver on its promises
• Evaluate the likely impacts of the AfCFTA — both in terms of gains and 

losses — on their respective country
• Recommend, as part of a country AfCFTA strategy, measures that their 

government could take to leverage the opportunities arising from the 
AfCFTA and mitigate any short-term costs

• Explain the fundamentals of the AfCFTA and its potential impacts to other 
interested parties.



COURSE APPROACH

• This course is organized into 5 modules:
1. Regional integration in Africa: Overview
2. AfCFTA: Current status and key achievements
3. AfCFTA: Next steps
4. Impacts of the AfCFTA
5. Making the AfCFTA work

• Each module is designed in a way to emphasize...
• Clarity of presentation
• Collaboration and interaction
• Engagement and motivation
• Diversity and flexibility
• Practicality and evidence

• Each module features…
• The module objectives
• Required and optional readings
• Activities, including interactive exercises, case studies, and research questions
• Key take-away messages
• References
• A quiz



COURSE ASSESSMENT

The course will be assessed through:
• A MCQ-type quiz at the end of each module, i.e. 5 quizzes in all

• A mid-term course assessment, consisting of MCQs and short-answer 
questions, at the end of Module 2

• A final assessment, consisting of MCQs and short-answer questions, at the end 
of Module 5



COURSE APPROACH FLOW CHART

Modules 1-
2

• Read through module and complete all activities
• Take quiz
• If score is less than 60%, review module content again
• Else proceed to next module

End of 
Module 2

• Take Mid-course assessment
• If score is less than 60%, review modules 1 & 2 again
• Else proceed to next module

Modules 3-
5

• Read through module and complete all activities
• Take quiz
• If score is less than 60%, review module content again
• Else proceed to next module

End of 
Module 5

• Take Final Assessment



Module 1: Regional integration in 
Africa: overview

by

Vinaye Ancharaz, PhD, FCMI



LEARNING OBJECTIVES

• Explain the importance of regional integration as an avenue for 
Africa’s development 

• Review the functioning of the main regional blocs and take stock 
of their achievements and failures

• Critically assess the status of regional integration at the 
continental level 

• Explain the process leading to the AfCFTA agreement 



WHAT IS REGIONAL INTEGRATION?

• An arrangement between two or more countries to cooperate, 
through formal, regional rules and institutions, to:
• Overcome barriers to the flow of goods, services, capital and people across 

borders, 

• Manage shared resources, and/or 

• Achieve peace and security in the region.

• Motivated by dynamic economic, political and other strategic 
factors. 

• Five stages of regional integration (Balassa, 1961)



STAGES IN ECONOMIC INTEGRATION



THE RISE OF REGIONALISM

▪ Exponential growth in 
RTAs notified to the 
WTO

▪ 302 RTAs in force in 
2019

▪ What explains this “new 
regionalism”?

• Domino theory of regionalism 
(Baldwin, 1995)

• ‘Spaghetti bowl’ (Bhagwati, 2002)

• Political factors (Mansfield, 1998)

• The ‘natural trading partners’ 
hypothesis – gravity models



IMPORTANCE OF REGIONAL INTEGRATION

• Various channels through which 
regional integration can boost 
economic growth and sustainable 
development

• Trade and growth
• Robust correlation between 

trade and growth (see chart)
• Trade causes growth (Frankel 

and Romer,1999)
• In a recent study of ECOWAS 

countries, “exports were 
consistently positively related 
to growth” (Iyoha and Okim, 
2017)

• Trade and poverty
• Trade liberalization is beneficial 

for poverty reduction (Winters 
and Matuscelli, 2014)

• If trade is good for growth, and 
growth is good for poverty 
reduction, then trade must be 
good for poverty reduction 
(Dollar and Kraay, 2004)



AFRICA’S MARGINALIZATION IN WORLD

TRADE

• But Africa remains 
marginalized in world trade

• Africa’s share of world 
exports: 2.5% in 2018, 
lower than its share of 
global GDP (3%)

• Moreover, Africa’s exports 
are concentrated in a few 
unprocessed commodities

• Africa’s marginalization 
due largely to its own 
trade policies (Yeats et al., 
1996; Ng and Yeats, 1997)

• Restrictive transport 
policies and deficient 
infrastructure also limit 
African exports by raising 
trade costs
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HOW REGIONAL INTEGRATION CAN HELP?

• Substantial room for regional integration to boost intra-Africa trade
• At 15% on average, intra-Africa trade is the lowest of all major regions

• Moreover, intra-Africa trade is more manufactures-intensive than Africa’s exports to the rest of the world 
(see charts)
• Hence, regional integration can foster industrial diversification in Africa

• Regional integration can also…
• Build regional economic infrastructure
• Foster food and energy security
• Generate jobs for Africa’s teeming youth
• Alleviate poverty and promote inclusive growth

Intra-Africa Exports (average for 2000-2017, %) African Exports to the Rest of the World (average

for 2000-2017, %)



REGIONAL INTEGRATION AGREEMENTS IN AFRICA

• The AU’s Abuja Treaty, in effect since May 1994, sets out a roadmap for 
Africa to achieve an economic and monetary union through six progressive 
stages until 2028

• First stage now complete, with 8 RECs officially recognized by the AU

• Currently, the integration process has gone past phase 3 (establishment of 
FTAs and CUs at REC level) but is shy of phase 4 (establishment of a 
continental CU)

• The AfCFTA did not feature explicitly in the Abuja Treaty, but it was deemed 
a critical step towards a continental CU

• Mixed progress on regional integration by the 8 RECs 

• Deeper integration hindered by…

• Lack of political commitment, and resistance, to trade liberalization

• Lack of coordination at various levels

• Infrastructure deficiencies, etc.



ASSESSING REGIONAL INTEGRATION:1. 
OVERALL INTEGRATION

• The Africa Regional Integration Index 
assesses progress on regional 
integration in terms of 5 dimensions:

• Trade integration
• Regional infrastructure
• Productive integration
• Free movement of people
• Financial and 

macroeconomic integration
• The latest scores (see chart) suggest 

that:
• EAC leads, followed by ECOWAS
• CEN-SAD and COMESA are the 

poorest performers
• The degree of integration 

achieved by the 8 RECs varies 
widely on the 5 dimensions
• e.g. ECOWAS leads on 

macroeconomic integration 
and free movement of 
people, but underperforms 
on trade integration



ASSESSING REGIONAL INTEGRATION: (2) TRADE

INTEGRATION

• Caution in using African trade 
data:
• The true level of intra-Africa trade is 

likely to be underestimated because 
informal cross-border trade goes 
unreported.

• The intra-regional trade intensity 
– the % of a REC’s trade that 
takes place within itself – is a key 
indicator of trade integration.

• The intra-Africa trade intensity 
averaged 15.5% over the period 
2010-17.

• EAC is the best performer, with 
an average trade intensity of 
20.1%

• Sharp increase in intra-SADC 
trade, especially since the entry 
into force of the SADC Trade 
Protocol in 2005

• At the other end, intra-bloc trade 
has remained under 5% in AMU 
and ECCAS.
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ASSESSING REGIONAL INTEGRATION: (3) FREE

MOVEMENT OF PERSONS

• Africa making gradual progress towards free movement of persons across borders

• The landmark Protocol on Free Movement of Persons, Right of Residence and Right 
of Establishment adopted by AU in January 2018. 

• However, only 22 countries have signed the Protocol, and a mere 4 have ratified it.

• The Visa Openness Report 2018 shows slow and variable progress in liberalizing 
visa regimes across Africa

• On average, only 25% of African countries offer visa-free entry, and about the same 
proportion (24%) offer visas on arrival

• ECOWAS leads on ‘open reciprocity’ (i.e. no visa required for African nationals), 
followed by EAC.

• IGAD and COMESA trail far behind.



ASSESSING REGIONAL INTEGRATION: (4) 
MACRO CONVERGENCE

• Macroeconomic convergence is a process through which disparities in economic 
indicators, such as inflation, budget deficits, public debt, etc., are systematically 
reduced towards agreed targets. 

• The Abuja Treaty envisages, as the ultimate step in African integration, a monetary 
union, with a single currency and an African central bank.

• Several RECs achieving deeper integration through macroeconomic convergence

• Three monetary unions currently in operation – in West Africa, Central 
Africa and the Common Monetary Area (SACU minus Botswana)

• Future monetary unions envisaged in COMESA, EAC, ECCAS, ECOWAS 
and SADC

• Mixed progress on macroeconomic convergence at the country level 



THE ROAD TO THE AFCFTA

• AfCFTA officially launched in July 
2019. To date, 54 African states have 
signed the AfCFTA Agreement, and 
27 have ratified it.

• It was a key instrument in the AU’s 
Action Plan on Boosting Intra-
African Trde (BIAT), adopted in 2012.

• The BIAT envisaged consolidation of 
regional FTAs (such as the Tripartite 
FTA) into the continental FTA by 
2017 (see chart).

• The AfCFTA was delayed, and it is 
not built up on existing FTAs

• It marks the beginning of a journey 
towards continental integration, as 
foreseen in the Abuja Treaty. 

• And only phase I of the AfCFTA has 
been concluded. Many unresolved 
issues remain to be addressed.
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Module Learning objectives  

• Demonstrate understanding of the main stages in regional integration, and 
explain the reasons for the rise of regionalism 

• Explain the importance of regional integration as an avenue for Africa’s 
development  

• Describe Africa’s main regional blocs and assess  their achievements and 
failures 

• Critically assess the status of regional integration at the continental level using 
various indicators 

• Explain the process leading to the AfCFTA agreement.  
 

 

 

  

  



 

 

 

NATIONS UNIES 
INSTITUT AFRICAIN DE DÉVELOPPEMENT ÉCONOMIQUE ET DE PLANIFICATION 
 
UNITED NATIONS 
AFRICAN INSTITUTE FOR ECONOMIC DEVELOPMENT AND PLANNING 

 

Table of Contents 

Unit 1. Regional integration in Africa: Overview ........................................................................ 4 

1.1  Introduction ........................................................................................................................... 5 

1.2 Why regional integration is important to Africa’s development agenda? ............................. 7 

1.3  Overview of African regional trade agreements ................................................................... 10 

1.4 Assessing regional integration in Africa ................................................................................ 13 

1.5  The road to the AfCFTA ......................................................................................................... 18 

1.7  Key messages ........................................................................................................................ 20 

References ........................................................................................................................................ 21 

 

 

  



Online training on Making the African Continental Free Trade Area (AfCFTA) work 

   
  | Page 4/22  

 

IDEP  

Rue du 18 juin 

BP 3186 CP 18524 

Dakar - SENEGAL 

 

 +221 33 829 55 00 

  +221 33 822 29 64 

   

 

idep@unidep.org 

http://www.unidep.org    

 

 

 

Unit 1. Regional integration in Africa: Overview 
 

Learning outcomes 

At the end of this module, the participant should be able to: 

• Demonstrate understanding of the main stages in regional integration, and explain the 

reasons for the rise of regionalism 

• Explain the importance of regional integration as an avenue for Africa’s development  

• Describe Africa’s main regional blocs and assess their achievements and failures 

• Critically assess the status of regional integration at the continental level using various 

indicators 

• Explain the process leading to the AfCFTA agreement.  

 

Essential reading 

ARIA Reports VIII and IX 

Jaimovich, D. and R. Baldwin (2010). “Contagious FTAs: New evidence on the domino theory of 

regionalism”, Vox, 2 September 2010. 

Krugman, Paul (1989). "Is Bilateralism Bad?," NBER Working Papers 2972, National Bureau of 

Economic Research. 

Yeats, A.J., A. Amjadi, U. Reincke, and F. Ng (1996). “What Caused Sub-Saharan Africa’s marginalization 

in World Trade?” Finance and Development, December 1996 

 

Supplementary reading 

Baldwin, Richard (1997). “The causes of regionalism”, The World Economy, 20(7): 865-888. 

UNCTAD (2007). Trade and Development Report, 2007: Regional Cooperation for Development: United 

Nations, New York and Geneva. 

AFRICA Regional Integration Index web page 

  

https://ideas.repec.org/p/nbr/nberwo/2972.html
https://ideas.repec.org/s/nbr/nberwo.html
https://www.integrate-africa.org/
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1.1  Introduction 
 

What is regional integration? 

Regional integration is an arrangement between two or more countries to cooperate, through formal, 

regional rules and institutions, to: 

(1) overcome barriers to the flow of goods, services, capital and people across borders,  

(2) manage shared resources, and/or  

(3) achieve peace and security in the region.  

Thus, regional integration may be motivated by economic, political and other strategic factors, and 

these may change as integration advances. For example, it is well known that regional integration in 

Africa was initially driven by political rhetoric around pan-Africanism; however, economic 

considerations now seem to have taken over.  

Following Balassa (1961), it is usual to identify five stages or levels of regional integration (Figure 1.1). 

Not all arrangements, however, pursue the process to its ultimate end.  

Figure 1.1. Stages in economic integration 

 

 

In a free trade area (FTA), tariffs between member-countries are significantly reduced, or eliminated 

altogether. However, each member-country is free to maintain whatever tariffs it deems proper with 

respect to third countries. A customs union goes a step further in that all member-states operate a set 

of common external tariffs against non-members. In a common market, services and capital, in 

addition to goods, are free to move within the regional bloc. An economic union builds on a common 

market by promoting adoption of harmonized policies, which implies a move in the direction of 
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political integration. At a deeper level, the economic union may metamorphose into a monetary union 

in which a single currency (such as the Euro in the European Union) prevails. A political union 

represents the ultimate step in the integration process, with members surrendering sovereignty to a 

supra-national authority. It exists only within nation states, such as the United States, where a central 

government reigns over autonomous regions with their own government.  

Regionalism is not a new phenomenon. Its origins have been traced back to 19th-century Europe, but 

a significant milestone was reached more than a century later when the Treaty of Rome — establishing 

the European Community — was signed in 1957. The Southern African Customs Union, set up in 1910, 

is the first attempt at regional integration on the continent, and among the oldest in the world.  

What is remarkable about regionalism in the modern era is its exponential rise, especially since the 

1990s (Figure 1.2). Currently, 302 regional trade agreements (RTAs) are in force, the majority of them 

involving goods only. Various theories have been put forward to explain this “new regionalism” (see, 

for example, De Melo, Panagariya and Rodrik (1993) and UNCTAD (2007) for a review). Baldwin (1995) 

suggests a ‘domino theory’ of regionalism whereby the signing of the North American Free Trade 

Agreement (NAFTA) by the United States signalled a paradigm shift, which unleashed ‘pressures for 

inclusion’ across countries around the world that felt left out of such a promising arrangement. These 

pressures were exacerbated by the impasse in WTO negotiations and by the feeling that it was easier 

to negotiate among smaller groups of like-minded countries outside of the WTO than in the green 

rooms of the trade body. Pressures for inclusion have also led some countries to join multiple RTAs, 

resulting in ‘spaghetti bowl’ regionalism (Bhagwati, 2002). However, this situation complicates 

implementation of trade agreements as policymakers have to grapple with often-conflicting tariff 

liberalization commitments. Overlapping membership has been blamed both for slowing down trade 

liberalization and for diluting its actual impact on intra-regional trade (Taveres and Tang, 2011). 

Mansfield (1998), and much of his subsequent research, highlight several political factors behind the 

explosive growth of RTAs. It appears that country-pairs with democratic regimes, fewer military 

disputes, more alliances and common colonial heritage, among others, are more likely to enter into 

FTAs. Gravity models of bilateral trade suggest that RTAs are more likely among ‘natural’ trading 

partners, that is, countries that are large (as measured, for example, by GDP), exhibit a high degree of 

trade complementarity, and share several geographical affinities, such as proximity, common border, 

common language, and transboundary infrastructure.  
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Figure 1.2 

 

    Source: WTO 

 

Activity 1.1 

Read the article by Jaimovich and Baldwin (2010) in Vox, and compile a list of factors that can explain 

the spread of RTAs.  

Activity 1.2 

Do you think regionalism is bad for global economic welfare? (One good paper to read here is Krugman 

(1989). A more challenging paper is Bagwell and Staiger (1998)). 

 

1.2 Why regional integration is important to Africa’s development agenda? 
 

Regional integration can promote economic growth and sustainable development in various ways: by 

unifying African countries separated by artificial borders created by colonialism; by supporting trade 

liberalization; by helping build cross-border and regional infrastructure; by tackling conflict and 

fostering peace and security; and by enhancing cooperation in several other areas, for example, freer 

flows of investment and of people across borders, among others. Of these channels, the trade-growth 

nexus has received a great deal of attention in research — perhaps because this relationship is more 

easily quantified.  

Trade and growth 

https://voxeu.org/article/contagious-ftas-new-evidence-domino-theory-regionalism
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At the cross-country level, there appears to be a robust correlation between growth and trade. This 

correlation is evident in Figure 1.3, which shows a scatter plot of per capita GDP growth and growth 

in merchandise exports in selected countries. Research suggests that this correlation is no 

coincidence: trade actually causes growth. Major contributions in this field come from Frankel and 

Romer (1999) and Alcala and Ciccone (2004), who find evidence of a causal relationship using long-

run macroeconomic data. More specifically for Africa, a recent study using panel data for ECOWAS 

countries shows that “exports were consistently positively related to growth” (Iyoha and Okim, 2017). 

Other studies have explored the microeconomic mechanisms through which trade causes growth. For 

example, Pavcnik (2002) finds that trade liberalization in the 1970s and 1980s enhanced firm 

productivity in Chile’s import-competing sector and led to aggregate productivity improvements, 

which boosted the country’s growth performance. More recent evidence from Bloom, Draca, and van 

Reenen (2016) suggests that European firms facing the most intense competition from Chinese 

imports have also been the most innovative.  

 Figure 1.3 

 

Another strand of the literature has investigated the links between trade liberalization and poverty. 

The underlying hypothesis is that, if trade is good for growth, and growth is good for poverty 

reduction, then trade must be good for poverty reduction (Dollar and Kraay, 2004). The evidence 

generally suggests that opening up to trade is beneficial for poverty reduction in developing countries 

(see Winters and Martuscelli (2014) for a recent survey of the evidence). 

Africa’s ‘marginalization’ in world trade 
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Despite a massive increase in Africa’s total merchandise exports during the past half-century, reaching 

nearly half a trillion US dollars in 2018, the continent’s share of world exports is still relatively low 

(Figure 1.4). This share stood at 2.5% in 2018, lower than Africa’s share of global GDP (3%), and well 

below the continent’s share of world population (17%). Moreover, Africa’ exports remain 

concentrated in a few unprocessed primary commodities (Nicita and Rollo 2015).  

Already in 1996, a set of influential studies by Yeats and his associates brought into sharp focus Africa’s 

low share of world trade, referring to this dismal state of affairs as Africa’s ‘marginalization in world 

trade’. Their research thoroughly examined various potential causes and concluded that Africa’s 

marginalization was (almost) entirely due to its own trade policies, which were highly protectionist 

and entailed a severe anti-export bias (Yeats et al., 1996; Ng and Yeats, 1997). Restrictive transport 

policies and deficient infrastructure, resulting in high trade costs, also contributed to Africa’s 

marginalization. These factors are as relevant today as they were over two decades earlier, which 

suggests that Africa has not done enough to address them.  

 

Source: Author, using data from UNCTADStat 

 

The role of regional integration  

Regional trade offers an easier route to boosting Africa’s trade than external trade, which is subject 

to greater competitive pressures and more pervasive non-tariff barriers. Even here, the room for 

improvement is substantial — as research shows that intra-Africa trade is the lowest of all major 

regions, at approximately 15%, compared to 54% in the North American Free Trade Area, 70% within 

the European Union and 60% in Asia. Moreover, intra-Africa trade features a larger share of 

manufactures than Africa’s exports to the rest of the world, which are concentrated in low value-

added mineral products (IMF, 2019). For example, during 2000-2017, manufactured goods 

represented 36% of intra-Africa exports, compared to 24% of African exports to the rest of the world 

(Figure 1.5). 
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Figure 1.5a. Intra-Africa Exports (average for 2000-
2017, %) 

Figure 1.5b. African Exports to the Rest of the World 
(average for 2000-2017, %) 

 
Source: IMF (2019) 

 

 

Thus, regional integration can play a vital role — both in increasing Africa’s global trade and in enabling 

diversification away from dependence on commodity exports. It can also help in building regional 

economic infrastructure; in fostering food and energy security; in generating jobs for the increasing 

number of young people; and in alleviating poverty and delivering shared prosperity.1 These are also 

some of the ways in which regional integration in Africa can advance the continent’s development. To 

borrow from a speech of Hon. Cristina Duarte, Minister of Finance and Planning of the Republic of 

Cabo Verde: “Regional integration has…become a necessary condition for Africa to optimize its growth 

potential and to be able to compete and play a leading role in the global marketplace. Individually, 

most of our countries are simply too small.”2 

 

Activity 1.3  

From Minister Duarte’s speech, identify all the reasons why she believes that regional integration is 

important for Africa. Her speech is available at: https://www.weforum.org/agenda/2016/03/the-

importance-of-regional-integration-in-africa 

 

1.3  Overview of African regional trade agreements 
 

A roadmap to African integration 

The Abuja Treaty, adopted by the African Union in 1991 and in effect since May 1994, set out a 

roadmap for achieving an economic and monetary union in Africa through a gradual process of 

coordination, harmonization and progressive integration of regional economic communities (RECs) 

over six stages spanning 34 years (Figure 1.6). While the Treaty has been criticized for its ambitious 

targets, it is reassuring to note that significant progress has been achieved to date: the process has 

been delayed, but not derailed.3  

 
1 https://www.weforum.org/agenda/2016/03/the-importance-of-regional-integration-in-africa 
 
2 https://www.tralac.org/news/article/6852-the-importance-of-africa-s-integration.html 
 
3 Figure 2.2 in ARIA IX provides an alternative visualization of the African continental integration process, 
focusing on achievements and failures. Interested readers may wish to refer to the original source of the figure, 
Gerout, MacLeod and Desta (2019). 

https://www.weforum.org/agenda/2016/03/the-importance-of-regional-integration-in-africa
https://www.weforum.org/agenda/2016/03/the-importance-of-regional-integration-in-africa
https://www.weforum.org/agenda/2016/03/the-importance-of-regional-integration-in-africa
https://www.tralac.org/news/article/6852-the-importance-of-africa-s-integration.html
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Figure 1.6. Key milestones in African integration 

 

Source: Author. Notes: CU = Customs Union; CM = Common Market; EMU = Economic and Monetary Union. 

 

The first stage has now been completed, with eight RECs officially recognized by the African Union 

(Figure 1.7). The second stage has not been fully completed because progress by the RECs and by 

members within the RECs has been uneven (AU, ECA and AfDB, 2017). The third stage, which 

envisaged the full establishment of FTAs and CUs at the REC level by 2017 is still work-in-progress in 

some RECs. Currently, the integration process is somewhere between stages 3 and 4. While a 

continental free trade area (CFTA) did not feature explicitly in the Abuja Treaty, it was deemed a logical 

step along the way to a continental Customs Union. and negotiations on it started in June 2015. 

Mixed progress 

So far, due to varying levels of ambition and implementation, all the eight AU-recognized RECs have 

registered delays in reaching key milestones (Table 1). However, four of the RECs—EAC, ECOWAS, 

COMESA and SADC—have made important progress at regional integration, while the remaining four 

are struggling with the very first step in the process (Sy 2014). Even among the more successful 

initiatives, progress has been slow and erratic. For example, after the launch of the SADC FTA in August 

2008, several milestones have been missed, including SADC’s vision to establish a customs union by 

2010, a common market by 2015, a monetary union by 2016 and single currency by 2018.  

The EAC, on the other hand, has made significant strides in a relatively short period. It launched its 

customs union in January 2005, within just five years of coming into operation in July 2000. Its 

Common Market Protocol entered into force in July 2010, and the protocol for the establishment of a 

monetary union was signed in November 2013. With an intra-regional trade share of about 19 percent 

in 2017, the EAC is clearly the best performer among Africa’s economic blocs.  
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Figure 1.7. The African spaghetti bowl  

 

Source: How We Made It In Africa 

 

 

Challenges to integration at the level of RECs 

https://www.howwemadeitinafrica.com/tfta-intra-regional-trade-africa/58187/


Online training on Making the African Continental Free Trade Area (AfCFTA) work 

   
  | Page 13/22  

 

IDEP  

Rue du 18 juin 

BP 3186 CP 18524 

Dakar - SENEGAL 

 

 +221 33 829 55 00 

  +221 33 822 29 64 

   

 

idep@unidep.org 

http://www.unidep.org    

 

 

 

The main factors affecting progress in deepening integration in Africa have been amply documented, 
see e.g. Hartzenberg (2011), AfDB (2014) and recent ARIA (Assessing Regional Integration in Africa) 
reports. Here, we focus on some of the key challenges from a political-economy angle.  

The genesis of regional integration in Africa can be traced to the continent’s colonial legacy: a 

continent left fragmented, with geographically scattered, small populations and long distances 

between capitals, compounded by landlockedness and inadequate infrastructure. This gave rise to a 

political rhetoric about rebuilding Africa, consolidating unity, achieving self-reliance and ensuring 

peace and security. Where the economic imperative was emphasized, it was through an endogenous 

development strategy calling for industrialization based on import substitution, which effectively 

closed off national borders.  

In this context, regional initiatives were motivated more by political cooperation than by economic 

interest, let alone sustainable development concerns. Even though trade eventually found its way into 

regional treaties, member states remained nationalist and often reluctant to cede sovereignty to a 

supra-national authority. This perspective explains why trade liberalization commitments have not 

been followed through, or have been implemented partially and erratically.  

Evidence from other regions that have successfully achieved a high degree of trade integration 

suggests that economic cooperation and trade were at the top of their integration agenda, and that 

commitments were enforced through self-discipline and sanctions. In Africa, because solidarity 

prevailed over economic interest, non-compliance went largely unpunished.  

Moreover, most countries have been concerned about the adverse impacts of tariff cuts on 

government revenue and local industries. This has added to their reluctance to implement 

liberalization commitments. In some cases, countries have raised tariffs in violation of their 

agreement, under pressure from imports. In others, resistance to rapid trade liberalization is reflected 

in the long list of exceptions and sensitive products factored into the agreements.  

A constant challenge to integration is the lack of coordination at various levels of the integration 

machinery—between RECs, between RECs and national governments, between different government 

departments, and between the government and the private sector. This challenge is exacerbated by 

implementation costs, institutional weaknesses and overlapping memberships. Whereas trade 

agreements are signed between governments, it is the private sector that carries out trade and so is 

affected by the treaties. Principles of inclusiveness dictate that the government consults the private 

sector in preparing its negotiating position. Unfortunately, in most African countries, there is little 

consultation with the private sector, which results in the business community viewing trade 

agreements with suspicion or lobbying for certain commitments to be reversed because they are 

deemed to be against their interest. In a survey by UNECA, over half of the respondents qualified 

coordination between the private sector and the ministries responsible for regional integration as 

weak (UNECA 2012).  

 

1.4 Assessing regional integration in Africa 
 

Even with the official launch of the AfCFTA in July 2019, progress on economic integration at the REC 

level continues to be closely monitored. At some point, the REC FTAs will be subsumed by the AfCFTA 

as the latter reaches 100% liberalization. Eventually also, the REC-level customs unions will be 

subsumed with the advent of the African continental customs union. Until that happens, however, 
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regional integration at the level of the RECs will continue to serve as a barameter of continental 

integration. 

Regional integration is not just about trade and the movement of persons. It also encompasses 
integration in the areas of infrastructure, governance, peace and security, among others. Moreover, 
with the rise of services trade, it is useful to consider trade integration in terms of both goods and 
services. Finally, since an African monetary union, with a single currency, is envisaged by the Abuja 
Treaty on the way to the African Economic Community, it is critical to ensure that a threshold level of 
macroeconomic convergence is achieved within and across RECs. In this section, however, we focus 
on an assessment of regional integration based on macroeconomic convergence, trade integration 
and the free movement of persons. Chapter 2 of the Assessing Regional Integration in Africa IX report 
(ECA, 2019) provides a detailed analysis for a broader set of indicators. Much of what follows draws 
on the ARIA IX report. 
 

Overall integration 

It has proved difficult to measure the degree of overall integration achieved by an RTA or by individual 

members within it. This is largely because there is no consensus on what ‘overall integration’ should 

measure and, in any case, data remains a constraint for some regions or countries. However, a recent 

initiative has seen the publication of the AFRICA Regional Integration Index — a composite index based 

on five dimensions of economic integration: trade integration, regional infrastructure, productive 

integration, free movement of people, and financial and macroeconomic integration. Figure 1.8 shows 

how African RECs rank on the index. Each component of the index has a value ranging from 0 to 1, 

where a higher value represents a higher degree of integration. The overall index is the sum total of 

the five dimensions, and therefore has a maximum value of 5.  

The Index shows that the EAC is the best performer among all RECs, followed closely by ECOWAS. At 

the other end, CEN-SAD and COMESA post the lowest scores. The other 4 RECs are not markedly 

different in rank. However, across all RECs, there are significant variations in the key drivers of regional 

integration. Thus, whereas the EAC ranks the highest on trade integration, it has achieved the lowest 

degree of macroeconomic integration among all RECs. ECOWAS leads both on macroeconomic 

integration and on the free movement of people even if it is among the poorest performers on trade 

integration.   

Figure 1.8. Regional Integration Index and its components  

 

Source: AFRICA Regional Integration Index web page 

https://www.integrate-africa.org/
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Activity 1.4  

Visit the AFRICA Regional Integration Index web page (click on the link). Browse carefully through the 

site to understand how each of the 5 dimensions that constitute the Index are defined and 

measured.  

Now, answer the following questions: 

1.  What is meant by ‘productive integration’? How is it measured? 

2.  Within ECOWAS, which country is the best performer? Which is the worst performer? 

3.  How does your own country rank on the Index? What explains this state of affairs? Which 

areas require the most improvement? 

4.  What are the strengths of the Index? What are its major weaknesses? 

 

Trade integration 

Trade integration remains a key indicator of overall economic integration within an RTA. Indeed, 
progress on integration in the early stages is usually measured in terms of the volume of trade 
occurring within the trade bloc as opposed to outside it. Monitoring the intra-bloc trade intensity 
reveals whether an RTA is making progress on trade integration, and whether this is happening fast 
enough to allow the RTA to graduate to the next stage as per the established calendar. 
 
Figure 1.9 shows trends in intra-regional trade intensities among African RECs and for Africa as a 
whole.4 A note of caution is generally warranted in using and interpreting African trade data. While 
estimates of the extent of informal trade in Africa remain elusive, if not unreliable, the fact remains 
that such trade constitutes a non-negligible share of total intra-Africa trade, which goes unreported 
in official trade statistics. Consequently, the data used in the analysis below underestimates the true 
level of intra-regional trade in Africa. 
 
Subject to the above caveat, Figure 1.9 suggests that the intra-Africa trade intensity increased steadily 
to a peak of 18% in 2014, but is on a downward trend since. It averaged 15.5% over the period 2010-
2017. The trends confirm that the EAC is the best performer among African RECs, with an average 
trade intensity of 20.1%. Remarkably, SADC has witnessed a sharp rise in its intra-bloc trade intensity, 
especially since 2005 when the SADC Trade Protocol entered into force. SADC has even outperformed 
the EAC in some of the recent years. The IGAD and COMESA also show decent performances, with 
rising intra-bloc trade over the past decade. At the other extreme, the remaining four RECs have not 
made any consistent progress on trade integration. In ECCAS, the trade intensity has hardly crossed 
the 2% mark. 
 

There is also significant variability in trade intensities within RECs. The EAC’s top performance is largely 

driven by Kenya and Uganda, with Burundi lagging far behind. In SADC, South Africa boasts a perfect 

trade integration score of 1, but the region’s performance is brought down by Seychelles and 

Zimbabwe. More generally, it appears that small economies (e.g. Djibouti, Gambia, Guinea-Bissau) 

and especially the islands among them (Cape Verde, Seychelles, Sao Tome and Principe) have the 

 
4 An intra-regional trade intensity is defined as the percentage of the region’s total trade that occurs within the 
region itself. This indicator can be calculated for exports, imports or total trade. Here we have used exports, but 
the analysis would not change much if imports or total trade were taken.  

https://www.integrate-africa.org/
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lowest trade integration scores in their respective REC. Mauritius, which participates in both COMESA 

and SADC, is an outlier. 

 

 

Source: Author, using data from UNCTADStat 

 

Free movement of persons 

Africa is making gradual progress towards the free movement of people across borders. Free 

movement of persons allows firms to find talent and skills more easily while the removal of visa 

restrictions helps boost regional tourism, trade and investment. All of this can contribute to higher 

economic growth in Africa. But it also brings challenges. Recipient countries fear foreigners competing 

with locals, while source countries fear brain drain and the loss of manpower. 

The milestone African Union Protocol on Free Movement of Persons, Right of Residence and Right of 

Establishment was adopted by the 30th Ordinary Session of the African Union Assembly in Addis 

Ababa, Ethiopia, on 29 January 2018. The initiative promotes the free movement of persons across 

Africa through right of entry, right of residence and right of establishment, including the right to 

establish a business. However, the Protocol has struggled to gather momentum. Only 22 countries 

have signed the Protocol and a mere 4 have ratified it. 

0

5

10

15

20

25

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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Visa openness varies widely in Africa — from country to country and from region to region. The Africa 

Visa Openness Report 2018 (AfDB and AU, 2018) showed progress in liberalizing visa regimes for other 

Africans. The average African can now travel to 25% of other African countries without a visa while a 

visa on arrival can be obtained in 24% of other African countries. Seychelles is the undisputed leader 

in visa-free entry for Africans. Twelve other countries have extremely flexible visa policies: they either 

do not require a visa or it is delivered on arrival. But many countries (e.g. Benin, Ethiopia, Kenya, 

Namibia, Rwanda, Senegal, Zimbabwe) are rapidly liberalizing entry rules for Africans from other 

countries. 

Of the 20 top-performing countries on visa openness towards other African countries in 2018, 40% 

were in East Africa, 35% in West Africa, 20% in Southern Africa and 5% in North Africa, while none 

were in Central Africa, which lags the most in free movement (AfDB and AU, 2018). At the level of 

RECs, the ECOWAS leads the pack on open reciprocity (i.e. no visa required), with a 100% performance 

score. The EAC follows, with 90%. At the other end of the spectrum are COMESA, with a score of 19% 

and IGAD with 11%. For the continent as whole, the open reciprocity rate was a low 19% in 2018 (AfDB 

and AU, 2018).  

Macroeconomic convergence 

Macroeconomic convergence among a group of countries is a process through which disparities in 

economic indicators, such as inflation, budget deficits, public debt and exchange rate variability, are 

systematically reduced towards agreed targets. Macroeconomic convergence, which encompasses 

monetary and financial convergence, is critical for the sustainability of deeper levels of economic 

integration arrangements, such as a monetary union, where members adopt irrevocably fixed 

exchange rate parities for their currency or, ultimately, a single currency. Since the use of monetary 

policy is surrendered to a regional central bank, member-countries will be left only with fiscal policy 

to deal with idiosyncratic shocks, and even then, their ability to do so will be restricted. However, if 

an external shock hits all economies in the bloc roughly equally, which would be the case if they had 

achieved a high degree of macroeconomic convergence, then a common policy response, involving 

the regional central bank, could be envisaged. It was for this reason that the European Monetary 

Union used macroeconomic convergence criteria in preparation for the introduction of the euro. 

The 1991 Abuja Treaty set out a vision of African financial and monetary integration. In the sixth phase 

under the treaty, after an African common market had been established, an African monetary union 

would be realized through the adoption of a single currency, and the creation of an African central 

bank. The vision saw the continent moving as one from a common market to a monetary union. In 

practice, that has not happened. Several RECs have moved individually towards financial and 

monetary union while others have not. RECs may later consolidate to achieve continental financial 

and monetary integration, thereby re-aligning with the goals of the Abuja Treaty. In the meantime, 

however, several RECs are achieving deeper integration through macroeconomic convergence. 

Three monetary unions are currently operating in Africa, namely the West African CFA franc zone, 

covering most francophone countries in West Africa; the Central African CFA franc zone, covering six 

countries of Central Africa, and the Common Monetary Area, linking Eswatini, Lesotho, Namibia and 

South Africa. None of the monetary unions is contiguous with any of the eight AU-recognized RECs: 

each is an island of its own within them. Nevertheless, future monetary unions are envisaged for 

COMESA, EAC, ECCAS, ECOWAS and SADC, and these could pave the way to the continental monetary 

union. 
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Five of the eight RECs have set macroeconomic and monetary convergence targets aimed at 

harmonizing economic indicators. However, the member-countries within these RECs have not 

achieved a high enough level of macroeconomic convergence. It has proved particularly challenging 

to coordinate REC-level convergence criteria with targets set by the AU. This has resulted in a mixed 

picture, with some countries progressing more than others. 

Activity 1.5 

Examine the ‘Financial and Macroeconomic Integration’ dimension of the Africa Regional Integration 

Index. Which three RECs are the forerunners on the Index? Why do you think this is the case? Why is 

the EAC the poorest performer on this Index? 

 

1.5  The road to the AfCFTA 
 

The African Continental Free Area (AfCFTA) was officially launched at the 12th Extraordinary Summit 

of the African Union in Niamey, Niger on July 7, 2019. Adding to the significance of the event was the 

signing of the Agreement by Nigeria, Africa’s largest economy. Nigeria was a notable absentee when 

44 of the 55 AU member states signed the Agreement at the Extraordinary Summit on the AfCFTA in 

Kigali in March 2018. Thirty member states also signed the Protocol on Free Movement of Persons at 

the Summit. To date, 54 African states have signed the AfCFTA Agreement, which entered into force 

on April 29, 2019 when the threshold of 22 countries ratifying the Agreement was reached. As of 

January 2020, eight more countries had ratified the Agreement, bringing the total to 30. 

The AfCFTA marks an important milestone in Africa’s long and rather strenuous history of regional 

integration, going at least as far back as the Abuja Treaty of 1991. In 2012, the African Union adopted 

the Action Plan on Boosting Intra-African Trade (BIAT). The Plan identified seven action clusters, 

among which trade policy — an area where Africa continued to face a number of challenges, including 

the absence of a continental framework for facilitating intra-regional trade, high tariffs between AU 

Member States, overlapping membership in RECs, and lack of diversity in its exports base (AU, 2012). 

Partly as a response to these challenges, at their 24th Ordinary Assembly held in January 2015, AU 

Heads of State and Government adopted Agenda 2063: The Africa We Want as a shared framework 

for inclusive growth and sustainable development for Africa to be realized over the next fifty years. 

Agenda 2063 underscored the AfCFTA as one of the flagship projects “to significantly accelerate 

growth of Intra-Africa trade and use trade more effectively as an engine of growth and sustainable 

development”. Specifically, its goal is to double intra-Africa trade by 2022 by addressing persistent 

challenges comprehensively and resolutely. 

The Abuja Treaty assumed that RECs would all pursue economic integration efforts to become to 

customs unions by 2017. As noted in section 1.3, this did not quite happen. The AfCFTA was therefore 

(originally) conceived to address this shortcoming by consolidating pre-existing FTAs into a single pan-

African FTA (Figure 1.10). To this end also, the Tripartite Free Trade Area (TFTA), which brings together 

COMESA, EAC and SADC, was launched in June 2015. Progress on the TFTA continues alongside the 

AfCFTA, as demonstrated by the ratification of the TFTA Agreement by Rwanda in July 2019 — the 

fifth country to do so. 

The AfCFTA, however, is not the end of the road; it marks the beginning of a journey. So far, only 

negotiations on trade in goods and services, and on the settlement of dispute, have been concluded. 

The second phase of the negotiations will focus on investment, competition policy, intellectual 
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property rights, and e-commerce. The broad scope of the AfCFTA negotiations, stretching far beyond 

conventional WTO issues, suggests that the AfCFTA is more than a trade agreement. It is rooted in the 

idea of development regionalism and promises to deliver wider benefits. 

 

Figure 1.10. Continental integration under the BIAT Action Plan 

 

  Source: ARIA IX 

 

Discussion questions 

1.  Many critics are sceptical of what they consider as Africa’s overly ambitious integration goals. They 

argue that the continent is too heterogenous to even think of a continental FTA, or anything 

beyond it. What is your response to these critics? 

2.  While the AfCFTA is now a reality, the REC-level FTAs and the TFTA continue to exist alongside the 

AfCFTA. Do you think that these FTAs will disappear eventually? Why or why not? 
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1.7  Key messages 
 

1. There are five stages in economic integration, starting with a free trade area and culminating 

into a political union. 

2. There has been explosive growth in the number of RTAs notified to the WTO, especially since 

the 1990s. This trend has been called “new regionalism”. 

3. Regional integration can promote economic growth and sustainable development in many 

ways. The literature suggests that trade liberalization promotes growth and tackles poverty. 

4. However, Africa remains a marginal player in global trade, accounting for 2.5% of world 

exports in 2018. In the face of this situation, regional integration has the potential to lift 

Africa’s trade by boosting intra-Africa trade. 

5. The Abuja Treaty, adopted by the African Union in 1991, sets out a roadmap for Africa to 

achieve an economic and monetary union through six successive stages by 2028. The process 

has been delayed but not derailed.  

6. The AU recognizes eight regional economic communities in Africa, which are at different 

stages of integration. Several countries participate in more than one REC, resulting in an 

African ‘spaghetti bowl’ of regionalism. 

7. Regional integration can be assessed through various indicators, including macroeconomic 

convergence, trade integration and free movement of persons. The Africa Regional 

Integration Index — a composite index based on five dimensions of economic integration — 

provides a summary statistic of the performance of each of the eight RECs. Overall, the EAC is 

the best performer. 

8. Intra-regional trade intensities among African RECs and for Africa as a whole are rather low. 

Intra-Africa trade as a share of Africa’s total trade averaged 15.5% over the period 2010-2017. 

This compares very unfavourably with trade blocs like the EU, ASEAN or NAFTA.  

9. The Protocol on Free Movement of Persons, Right of Residence and Right of Establishment 

was adopted by the African Union Assembly in January 2018. However, only 22 countries have 

signed the Protocol and a mere four have ratified it. 

10. The Visa Openness Index shows progress in liberalizing visa regimes for other Africans. 

However, the free movement of persons across Africa remains problematic. 

11. The African Continental Free Trade Area was officially launched on July 7, 2019. To date, 54 

African states have signed the AfCFTA Agreement, and 27 have ratified it. 

12. The AfCFTA marks the beginning of a journey. So far, only protocols on trade in goods, trade 

in services, and dispute settlement have been signed and adopted. In the next phase of the 

negotiations, the focus will be on investment, competition policy, IPR, and e-commerce.  
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Module 2: AfCFTA: Current status 
and key achievements

by

Vinaye Ancharaz, PhD, FCMI



LEARNING OBJECTIVES

• Know what has been achieved so far by the AfCFTA negotiations and 
what remains to be done

• Understand the objectives and principles underpinning the AfCFTA
Agreement

• Describe and analyze the main protocols of the AfCFTA agreement 
and the Protocol relating to the free movement of persons

• Explain how the AfCFTA Agreement conforms to the spirit of the WTO



STATUS OF THE AFCFTA NEGOTIATIONS

• The AfCFTA Agreement was concluded in record time – in less than 3 years 
since the start of the negotiations in June 2015 (see chart)

• This demonstrates appetite for, and commitment to, the Agreement by all 
parties

• The next step involves operationalizing the AfCFTA

• Much unfinished business remains. Need to…

• Finalize schedules of concession for goods, schedules of specific 
commitments for services, and RoO

• Expand ratifications

• Ensure effective implementation of commitments

• Complete Phase 2 negotiations



STRUCTURE OF THE AFCFTA AGREEMENT

The Agreement has 3 layers:
• Layer 1 – Framework 

Agreement – defines the 
purpose of the Agreement, 
states its objectives and guiding 
principles and lays out the 
institutional framework for 
implementing the AfCFTA

• Layer 2 – Protocols to the 
Agreement – the substantive 
components of the Agreement, 
covering trade in goods, 
services, dispute settlement, 
investment, competition policy, 
IPR

• Layer 3 – Annexes, guidelines, 
lists and schedules to the 
Protocols – providing detailed 
information



OBJECTIVES AND GUIDING PRINCIPLES

General Objectives 
(Art. 3)

Core principles (Art. 5)

• Create a single market for 
goods and services, 
facilitated by movement of 
persons

• Lay the foundation for a 
continental customs union

• Resolve the challenges of 
overlapping membership

• Promote sustainable 
development

• Enhance competitiveness 
of African economies, 
promote industrial 
development and 
structural transformation

• Member-driven
• Variable geometry, 

flexibility, special and 
differential treatment

• Transparency and 
disclosure

• Preservation of the acquis
• MFN, national treatment, 

reciprocity
• Substantial liberalization
• Consensus in decision-

making

Specific Objectives (Art. 

4)

• Progressive elimination of 

tariffs and NTBs

• Progressive liberalization of 

trade in services

• Cooperation in all trade-related 

areas, customs matters, and 

trade facilitation

• Establishment of a mechanism 

for settlement of disputes

• Establishment of an 

institutional framework of 

implementation of the AfCFTA



PROTOCOL ON TRADE IN GOODS

• Key objective: To double intra-Africa trade by 2022
• The Protocol consists of 32 Articles and 9 Annexes.
• Trade liberalization

• Article 7 of the Protocol obligates State parties to ‘progressively eliminate’ 
import duties and equivalent charges

• 90% of tariff lines to be liberalized within 5 years
• Remaining 10% of tariff lines designated as ‘sensitive products’ (7%) or 

‘excluded products’, with longer phase-down horizons
• Protocol allows for other exceptions, notably trade remedies (Annex 9)

• Rules of origin
• Critical to ensure that only goods ‘made in’ member-countries benefit from 

tariff preferences 
• But rules of origin are complex, and controversial. Generally, countries with 

weak institutional capacity favor simpler rules.
• Two methods for determining ‘originating status’ of a product: ‘wholly 

obtained’ and ‘sufficiently worked or processed’
• AfCFTA rules of origin build on REC-level rules and strike a fair balance between 

effectiveness and ease of implementation



PROTOCOL ON TRADE IN GOODS/2

• Non-tariff barriers
• While applied tariff rates have declined, non-tariff barriers (NTBs) remain high and 

pervasive across Africa
• The Protocol on Trade in Goods gives due attention to eliminating NTBs, with a 

particular focus on NTBs such as technical barriers to trade (TBT) and sanitary and 
phytosanitary measures (SPS)

• Article 13 requires State parties to prepare time-bound NTB elimination plans
• An NTB Coordination Unit at the AfCFTA Secretariat will report on progress in 

cutting away NTBs
• Trade facilitation

• Defined as the implementation by border agencies (e.g. customs) of the provisions 
relating to trade in goods

• Three Annexes to the AfCFTA Protocol on Trade in Goods deal with trade facilitation
• Annex 4 (Trade Facilitation) is consistent with WTO Trade Facilitation Agreement, 

but softened to suit the African context 
• Trade remedies

• Annex 9 describes the circumstances in which trade remedies can be taken 
• Generally, remedial import duties can be applied in response to damaging import 

surge or unfair competition causing material injury to the importing economy



PROTOCOL ON TRADE IN SERVICES

• Despite the importance of services in African economies, trade in services remains 
low, and intra-Africa trade in services even lower.

• Pervasive barriers to services trade restrict foreigners’ access to the domestic service 
market

• The Protocol on Trade in Services seeks to enhance the competitiveness of services 
in Africa by liberalizing the services trade and fostering foreign investment in the 
services sector

• The Protocol aims to “create a single liberalized market for trade in services” 
through:
• A framework for the progressive liberalization of service sectors; and
• A framework of common disciplines (e.g. domestic regulation, mutual 

recognition, transparency, etc.)
• The Protocol is in the spirit of the WTO-GATS (General Agreement on Trade in 

Services)
• Member-countries will complement their commitments with common regulatory 

cooperation frameworks in specific sectors 
• e.g. the Single African Air Transport Market in the aviation sector



PROTOCOL ON DISPUTE SETTLEMENT

• The Protocol on Rules and Procedures on the Settlement of 
Disputes…
• Provides for the administration of the Dispute Settlement Mechanism 

established as per Art. 20 of the AfCFTA Agreement

• Ensures transparency, fairness, predictability and consistency of the dispute 
settlement process

• Provides for the establishment of a Dispute Settlement Body (DSB)

• Empowers the DSB to set up an Appellate Body to handle any grievance arising 
from any decision of the DSB



PROTOCOL ON FREE MOVEMENT OF PERSONS

• Free movement of people high on Africa’s integration agenda 
• Benefits include: optimal allocation of skills across borders, boost to regional 

tourism and economic growth, increased remittances
• However, Africa’s success at promoting freedom of movement has been mixed

• At REC level, EAC and ECOWAS have been champions of free movement of 
persons; SADC and COMESA less successful despite adopting protocols to that 
effect

• Protocol relating to Free Movement of Persons, Right of Residence and Right of 
Establishment adopted by AU member-states in January 2018, separately from the 
AfCFTA Agreement
• The Protocol will support establishment of the AfCFTA and facilitate transition 

towards the African Economic Community
• The Protocol urges member-states not to discriminate against nationals of 

other member states entering their territory
• In the area of mutual recognition, the Protocol aims to establish a ‘continental 

qualifications framework’
• However, the Protocol is rather soft in its overall tone. For example:

• It contains no provision relating to visas
• It remains evasive on how mutual recognition will be achieved



ALIGNMENT WITH WTO AGREEMENTS

• AfCFTA Agreement fully WTO-compliant

• The 44 African countries that are members of the WTO can implement 
the AfCFTA Agreement alongside their WTO commitments

• The Agreement will benefit non-WTO members by extending WTO 
discipline to them

• Institutional arrangements under the AfCFTA mirror corresponding WTO 
arrangements

• Theoretically, RTAs such as the AfCFTA contradict the MFN and national 
treatment principles of the WTO

• However, RTAs are allowed under…

• GATT Art. 24, provided that the RTA covers “substantially all trade” in 
goods

• GATS Art. 5, provided the conditions of “substantial sectoral coverage” 
and “absence or elimination of substantially all discrimination” in 
relation to trade in services are met

• The Enabling Clause, which allows flexibility to developing countries on 
their WTO commitments
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Unit 2. AfCFTA: Current status and key achievements 
 

Learning outcomes 

At the end of this module, the participant should be able to: 

• Understand what has been achieved so far by the AfCFTA negotiations and what remains to 

be done 

• Demonstrate sound understanding of the objectives and principles underpinning the AfCFTA 

Agreement 

• Describe and analyze the main protocols of the AfCFTA agreement and the Protocol relating 

to the free movement of persons 

• Explain how the AfCFTA Agreement conforms to the spirit of the WTO 

 

Essential reading 

ARIA IX  

 

Supplementary reading 

ITC (2018). A Business Guide to the African Continental Free Trade Area Agreement. ITC, Geneva 

AU (2018). Protocol to the Treaty Establishing the African Economic Community Relating to Free 

Movement of Persons, Right of Residence and Right of Establishment. 
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2.1  Status of AfCFTA negotiations 
 

Although the path of regional integration has been a bumpy one, strewn with delays, missed targets 

and lack of commitment, the launch of the AfCFTA in record time is a rare achievement. Launched on 

15 June 2015 at the 25th Ordinary Summit of the African Union Heads of State and Government, the 

texts of the AfCFTA Agreement and its protocols on trade in goods, trade in services and on rules and 

procedures on the settlement of disputes were concluded in less than three years — in March 2018, 

when the Agreement was signed by 44 member-states at the 10th Extraordinary Summit (Figure 2.1). 

Over the next 16 months, all the annexes to the agreement had been negotiated (some less than 

completely) and added, and additional member-states signed the Agreement. The negotiations 

culminated in the official launch of the AfCFTA in July 2019. Box 1 lays out the architecture of the 

Agreement establishing the AfCFTA. 

 

Figure 2.1. Timeline of AfCFTA negotiations 

 

Source: Author 
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The speed with which the AfCFTA came to fruition is outstanding in an area where negotiations 

typically drag on, consume much time and effort, and often falter without ever entering into force (ECA 

et al., 2019). For example, the FTA negotiations between the European Union and Canada took eight 

years to conclude. In Africa, several Economic Partnership Agreement (EPA) negotiations between 

regional groupings of African countries and the European Union have not yielded tangible results more 

than 14 years after negotiations commenced. The swift conclusion of the AfCFTA negotiations thus 

demonstrates appetite and commitment from all parties to reach an agreement — in sharp contrast 

to the half-hearted commitment that had delayed progress on regional integration among RECs. It is 

all the more impressive given that negotiators had to navigate their way through a complex web of 

critical and sensitive issues, exacerbated by overlapping memberships, heterogenous levels of 

development, and weak technical capability among many member-states.  

The pace of AfCFTA ratification has also been remarkable. By 1 April 2019, just over one year after 

signature of the Agreement, the threshold of 22 countries required for its entry into force had been 

reached. The speed of this ratification process is unprecedented in AU history (ibid.). 

Member-states must now build on this momentum to advance to the next phase of the integration 

process — the continental customs union — and gradually to the ultimate goal of an African single 

Box 1 Architecture of the Establishment of the AfCFTA 
Preamble 
Sets out the background to the Agreement and the Member States’ motivations in concluding it. 
 
Part I: Definitions 
Sets out definitions of key terms used in the Agreement. 
 
Part II: Establishment, Objectives, Principles and Scope 
Establishes the Agreement, according to a set of general objectives, to be governed by 12 core principles, 
and outlines its scope. 
 
Part III: Administration and Organization 
Sets out the institutional framework to govern implementation of the AfCFTA, including the Assembly, the 
Council of Ministers, Committee of Senior Trade Officials, and the Secretariat, as well as decision-making 
processes and rules. 
 
Part IV: Transparency 
Enjoins the Parties to adopt domestic procedures to enhance transparency in promulgating and notifying 
laws, regulations, and administrative practices, including notification of such to the Secretariat. 
 
Part V: Continental Preferences 
Provides that Parties will accord each other the most favourable reciprocal treatment accorded to third 
parties, while not detracting from the right of Parties to maintain more favourable treatment for members 
of their RECs. 
 
Part VI: Dispute Settlement 
Reaffirms the Protocol on Rules and Procedures on the Settlement of Disputes. 
 
Part VII: Final Provisions 
This largely covers implementation procedures including entry into force, as well as withdrawal review, and 
amendment provisions. 
 
Source: ITC (2018) 
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market. The next step involves operationalizing the AfCFTA — by finalizing critical technical 

components related to schedules of concessions for trade in goods, rules of origin and schedules of 

specific commitments for trade in services. There is also a need to expand ratifications to all the 54 

countries that have signed the Agreement. As of January 2020, just more than half of them (30 

member-states) had deposited their instrument of ratification at the AU. Effective implementation of 

the Agreement requires that liberalization commitments be followed through, and that national 

strategies be put in place to mitigate any costs, and leverage the benefits, arising from the AfCFTA. 

Last, but not least, it is important that phase 2 of the negotiations — on investment, competition, and 

intellectual property rights — be started and completed expeditiously.  

 

2.2 Structure of the Agreement 
 

The AfCFTA agreement has three layers (Figure 2.2). First is a framework agreement that defines, in 

general terms, the purposes and intentions of the agreement, establishes its primary definitions and 

outlines its scope. The framework agreement also creates the institutional framework for 

implementing the AfCFTA and outlines procedures for administering it. This layer also provides 

overarching guidelines on the principles of transparency and relates the agreement to other relevant 

international and regional instruments. 

The second layer comprises the protocols to the agreement, which cover trade in goods, trade in 

services, rules and procedures on the settlement of disputes, investment, competition policy and 

intellectual property rights. The protocols constitute the main substantive and operative components 

of the agreement, including its obligations, intentions, objectives, exceptions and institutional 

provisions. The first three protocols have been finalized; the remaining three will be negotiated in the 

second phase, scheduled to commence later in 2019. 

The third layer contains the annexes, guidelines, lists and schedules to the protocols. These articulate 

the provisions of the protocols in detail. For example, Annex 1 details the exact schedules to be used 

for the tariff liberalization called for in Articles 7 and 8 of the Protocol on Trade in Goods. In some 

instances, this layer goes deeper by appending additional documents, such as appendices to the annex 

on rules of origin, or guidelines to the annex on trade remedies. These annexes may establish new 

institutional arrangements dedicated to administration and implementation. 

The three layers create a balance of rights and obligations designed to reduce or eliminate barriers to 

trade and investment between State parties and create common grounds for addressing trade-related 

issues. They create a rules-based legal system for governing the practices of preferential trade between 

the State parties to the AfCFTA agreement. 
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Source: ECA et al. (2019) 

 

 

2.3 Objectives and guiding principles of the AfCFTA Agreement 
 

Articles 3 and 4 of the Agreement set out the general and specific objectives for the AfCFTA. 

General objectives (Article 3) 

a. Create a single market for goods, services, facilitated by movement of persons in order to 

deepen the economic integration of the African continent and in accordance with the Pan 

African vision of ‘an integrated, prosperous and peaceful Africa’ enshrined in Agenda 2063; 

b. Create a liberalized market for goods and services through successive rounds of negotiations; 

c. Contribute to the movement of capital and natural persons and facilitate investments building 

on the initiatives and developments in the State Parties and RECs; 

d. Lay the foundation for the establishment of a Continental Customs Union at a later stage; 

e. Promote and attain sustainable and inclusive socioeconomic development, gender equality 

and structural transformation of the State Parties; 

f. Enhance the competitiveness of the economies of State Parties within the continent and the 

global market; 

Figure 2.2: Structure of the AfCFTA Agreement 
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g. Promote industrial development through diversification and regional value chain 

development, agricultural development and food security; and 

h. Resolve the challenges of multiple and overlapping memberships and expedite the regional 

and continental integration processes. 

Specific objectives (Article 4) 

a. Progressive elimination of tariffs and non-tariff barriers to trade in goods; 

b. Progressive liberalization of trade in services; 

c. Cooperation in all trade-related areas including investment, intellectual property rights and 

competition policy; 

d. Cooperation on customs matters and the implementation of trade facilitation measures; 

e. Establishment of a mechanism for the settlement of disputes concerning the rights and 

obligations of Members; and 

f. Establishment and maintenance of an institutional framework for the implementation and 

administration of the AfCFTA. 

Core principles (Article 5) 

The AfCFTA is to be governed by 12 core principles: 

a. Driven by Member States of the African Union; 

b. RECs’ FTAs as building blocs for the AfCFTA; 

c. Variable geometry; 

d. Flexibility and special and differential treatment; 

e. Transparency and disclosure of information; 

f. Preservation of the acquis; 

g. Most-favoured-nation (MFN) treatment; 

h. National treatment; 

i. Reciprocity; 

j. Substantial liberalization; 

k. Consensus in decision-making; and 

l. Best practices in the RECs, in the State Parties and International Conventions binding the 

African Union. 

These principles generally aim at reassuring member-states that the negotiations will build and 

improve on the achievements (or ‘acquis’) of existing FTAs, and not reverse what had been agreed 

previously (ECA et al., 2019). Variable geometry and special and differential treatment allow member-

states some degree of flexibility in taking liberalization commitments according to their specific socio-

economic situation without contradicting the principle of substantial liberalization. Despite these 
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reassurances, however, the AfCFTA negotiations were driven more by the individual interests of 

member-states than the collective interests of the RECs.  

 

2.4  The Protocols1 
 

Protocol on Trade in Goods 

A key objective of the Protocol on Trade in Goods is to support the goal of the BIAT initiative of doubling 

intra-African trade by 2022 by progressively eliminating tariffs and non-tariff barriers, improving 

customs procedures, and cooperating on a range of areas, including trade facilitation and transit, TBT 

and SPS, and promotion of regional value chains and diversification in Africa. Another objective is to 

harmonize African trade arrangements and institutions. 

The Protocol consists of 32 Articles, covering a variety of subjects with implications for trade in goods, 

and nine Annexes, which are integral parts of the Protocol. A core principle underpinning the AfCFTA 

is that of national treatment (Article 5), that is: “A State Party shall accord to products imported from 

other State Parties treatment no less favourable than that accorded to like domestic products of 

national origin, after the imported products have been cleared by customs…” This means that 

governments may not discriminate against imported products in the domestic market just because 

they are not produced locally. 

The Protocol on Trade in Goods establishes a free trade area (FTA) and an economic integration 

agreement (EIA), in the sense of the WTO. AfCFTA State parties that are also WTO members2 will need 

to abide by certain WTO rules for the AfCFTA agreement to be compatible with WTO law. These notably 

include disciplines on the scope and coverage of the AfCFTA. 

 

Trade liberalization 

The core of the Protocol on Trade in Goods is Article 7, which obligates State parties to ‘progressively 

eliminate’ import duties, and charges having equivalent effect, on goods originating from the territory 

of any other State party in accordance with their schedules of tariff concessions. After much debate, it 

has been agreed that 90% of tariff lines shall be liberalized within 5 years (10 years for LDCs) of the 

entry into force of the Agreement. Of the remaining 10% of tariff lines, 7% shall be designated as 

‘sensitive products’ subject to longer phase-down periods, and 3% as ‘excluded products’ on which no 

tariff concession is offered. In the spirit of trade liberalization, it is further agreed that the exclusion 

list will be limited to a maximum of 10% of the total import value of other State parties.  

The Protocol allows for certain other exceptions, notably those goods subject to trade remedies (Annex 

9). It also allows for State parties to modify their schedules of tariff concessions, but only if they 

maintain ‘a general level of commitments not less favourable than the initial commitments’ (Article 

11). This is meant to ensure that there will be no backsliding on liberalization commitments (ITC, 2018). 

 

 
1 This section is not meant to provide a comprehensive discussion of the Protocols. Students should refer to the 
Agreement for a thorough understanding of the three Protocols. 
2 Of the 55 State parties, nine (Algeria, Comoros, Equatorial Guinea, Eritrea, Ethiopia, Libya, Somalia, South 
Sudan, and Sudan) are not WTO-members. All except Eritrea and South Sudan are observer states currently 
negotiating accession to the WTO. 
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Rules of origin 

Rules of origin were a particularly thorny issue in the negotiations. They are complex in nature, and 

controversial since exporting countries are likely to press for more flexible rules while others may be 

inclined to protect. Countries with weak institutional capacity generally tend to favour simpler rules 

that make monitoring and enforcement easier.  

Rules of origin are critical to ensure that the tariff preferences derived from the AfCFTA benefit only 

goods made in member states. They specify the criteria and conditions for a product to be considered 

“made in” an AfCFTA party. Broadly speaking, there are two methods for determining the ‘originating 

status’ of a product. It may be “wholly obtained”, meaning entirely produced in the territory of a State 

party (Article 5 of Annex 2) or “sufficiently worked or processed”, meaning sufficient value has been 

added to the product, as per agreed criteria.  

Rules of origin are primarily designed to prevent tariff circumvention by non-AfCFTA State parties. 

More generally, they are also meant to deepen regional and continental market integration, boost 

intra-Africa trade, promote regional and continental value chains, and foster economic transformation 

of the continent through industrialization. The rules of origin thus require close cooperation between 

the State parties. To this end, Part IV of Annex 2 is devoted to customs cooperation and mutual 

administrative assistance for origin verification. 

The AfCFTA rules of origin strike a fair balance between effectiveness and ease of implementation. The 

inclination towards leniency ensures that African manufacturers can benefit from AfCFTA preferences 

as well as be able to demonstrate compliance at relatively low cost. Moreover, the AfCFTA rules both 

harmonize and build on REC-level rules, thus preserving the acquis and retaining a degree of familiarity 

with existing rules, which should make compliance and implementation easier. 

 

Non-tariff barriers 

The effectively applied tariff rate for Africa as a whole has declined from 20% in 1997 to 11.8% in 2016, 

with an intra-regional average of a mere 5% (IMF, 2019). However, non-tariff barriers remain high and 

pervasive across the continent. The ad valem equivalent of NTBs in 2016 ranged from about 180% for 

South Africa to more than 400% for Botswana. Thus, as the general level of tariffs has gone down, non-

tariff barriers (NTBs) have become a more important constraint to trade. 

Accordingly, the Protocol on Trade in Goods pays considerable attention to eliminating NTBs, with with 

a focus on common disciplines that affect trade, such as technical barriers to trade (TBT) (Article 14 

and Annex 6) and sanitary and phytosanitary measures (SPS) (Article 15 and Annex 7).  Article 13 

charges the State parties to prepare time-bound NTB elimination plans, or matrices, prioritized 

according to potential impacts on intra-African trade. Annex 5 provides for institutional mechanisms 

and committees to be set up at various levels to “identify, report on, resolve, monitor, and eliminate 

NTBs in member countries. Specifically, Article 14 enjoins the NTB Coordination Unit (at the AfCFTA 

secretariat) to publish quarterly reports, or status updates, on NTB elimination in member-countries. 

Activity 2.1  

Refer to UNCTAD’s (2019) International Classification of Non-Tariff Measures.  

1. Why does UNCTAD speak of non-tariff measures (NTM) rather than non-tariff barriers (NTB)? 

2. What are the main headings under which NTMs are classified? 

3. What are the most restrictive NTMs that your country face for its exports? 

https://unctad.org/en/Pages/DITC/Trade-Analysis/Non-Tariff-Measures/NTMs-Classification.aspx
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Activity 2.2  

Now, visit the UNCTAD NTM Hub. Scroll over the interactive map to see if NTM data is available for 

your country. If yes, select it; otherwise, choose any other country. Study the NTM frequency and 

coverage by sector and by measure (make sure you understand what these terms mean) for the 

country you’ve selected. Compare with three other African countries for which data exist. Answer the 

following questions: 

1. Which sector generally has the highest (i) frequency index, and (ii) coverage ratio? Why do you 

think this is the case? 

2. Which measure generally has the highest (i) frequency index, and (ii) coverage ratio? Why do you 

think this is the case? 

 

Trade facilitation 

Three separate Annexes deal with trade facilitation — defined as the implementation of the provisions 

on trade in goods by customs and other border agencies —, namely Annex 3 (Customs Cooperation 

and Mutual Administrative Assistance), Annex 4 (Trade Facilitation) and Annex 8 (Transit). These 

Annexes are broadly consistent with the WTO Trade Facilitation Agreement, as elaborated in GATT 

Articles V, VIII and X. 

Annex 3 provides a framework for simplification and harmonization of customs laws and procedures 

at the continental level using international standards derived from the World Customs Organization 

(WCO) and WTO. The substantive provisions of Annex 4 (Trade Facilitation) are based on the text of 

the Trade Facilitation Agreement (TFA), which was adopted at the Bali Ministerial Conference in 2013 

and came into effect in 2017. However, the language is sometimes softened to suit the African context. 

Thus, for example, while the TFA makes it mandatory for member-states to publish information on 

trade and transit procedures and restrictions, applied rates of duties and taxes, etc., Annex 4 only 

requires State parties to publish such information on the Internet “to the extent possible” (ITC, 2019). 

In other cases, some provisions that appear in the TFA are altogether omitted from Annex 4 of the 

AfCFTA Agreement. 

 

Trade remedies 

Provisions on trade remedies describe the means and procedures available for State parties to apply 

remedial import duties, for instance to respond to damaging import surges or unfair competition 

causing material injuries to the importing economy (ECA et al., 2019). Annex 9 lays out the 

circumstances in which such measures can be taken and the processes that govern their application 

(Articles 4 to 9). They draw extensively on the WTO agreements governing trade remedies — since 

most AfCFTA State parties do not have the institutional and legislative structures and, hence, any 

experience in operating trade remedies (ITC, 2019). 

 

Protocol on Trade in Services 

While agriculture’s share of GDP has declined and manufacturing has stagnated in Africa, services are 

increasing as a share of total employment and GDP, driving value addition and providing critical inputs 

to boost other economic activities. Moreover, the traditional focus on goods per se obfuscates the fact 

https://unctad.org/en/Pages/DITC/Trade-Analysis/Non-Tariff-Measures.aspx
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that services make up a significant share of value added in manufacturing. For example, a study of a 

bakery in Hong Kong suggests that as much as 70% of the value of a loaf of bread consists of services 

(Cheung, Low and Sit, 2014). When measured in value added terms, trade in services represents over 

half of global trade.  

Although the services sector represents at least 50% of GDP in many African countries, and in excess 

of 70% in some, trade in services in Africa remains low, and intra-African trade in services, even lower. 

Barriers to services trade in Africa span the entire universe of potential measures that restrict foreign 

access to the domestic service market. They include measures quotas and local content requirements, 

such as nationality, residency and visa requirements; cost-based measures, such as entry and exit 

taxes, visa and licensing fees and tariffs on goods related to the provision of services; discriminatory 

access to information and distribution channels; trade-distorting subsidies in sectors such as 

construction, transport, communication, health and education; lack of transparency in public 

procurement and government measures (e.g. immigration procedures); and technical standards and 

licensing procedures in certain sectors, such as professional services. 

The Protocol on Trade in Services seeks to rectify this situation. Its key objectives, among others, are 

to enhance the competitiveness of services in Africa, including through liberalization of trade in 

services; foster foreign investment; and promote industrial development through regional value 

chains. 

Liberalizing trade in services 

The Protocol aims to “create a single liberalized market for trade in services” through two channels: a 

framework for the progressive liberalization of service sectors; and a framework of common 

disciplines. To do so, the Protocol provides for detailed commitments by State parties in each service 

sector and for each mode of service delivery. The AfCFTA should aim for ‘substantial sectoral coverage’ 

in order to meet the requirements of Article V of the WTO General Agreement on Trade in Services 

(GATS). In the initial round of negotiations, however, African Ministers of Trade have agreed on 5 

priority service sectors: business services (including professional services), communication, financial, 

tourism and transport services. 

On the whole, the Protocol follows a GATS approach in its general obligations and disciplines (Articles 

4 to 17), especially with respect to the MFN clause, transparency, special and differential treatment, 

domestic regulation and mutual recognition. In the area of progressive liberalization (Part V), the 

Protocol adopts the general spirit of the GATS provisions pertaining to market access and national 

treatment.  

Member-countries have also agreed to complement their commitments in all sectors with common 

sectoral regulatory cooperation frameworks. For example, in the air transport sector, State parties, in 

addition to conforming to the AfCFTA Agreement’s Protocol on Trade in Services, will need to pay 

attention to preserving the acquis of the 2018 Single African Air Transport Market (SAATM) as a matter 

of general principle. Another good example is the AU Protocol on Free Movement of Persons, which 

was signed by 30 member-states at the March 2018 Summit. It complements and supports the 

AfCFTA’s call to members to negotiate mutual recognition agreements and promote freedom of 

movement of labor and capital as essential steps towards an African single market.  

Activity 3.  

Refer to WTO (2019). World Trade Report 2019: The Future of Services Trade. WTO: Geneva. Answer 

the following questions: 

https://www.wto.org/english/res_e/booksp_e/03_wtr19_2_e.pdf
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1. Which is the dominant mode of supply for services? 

2. What are the most traded services? 

3. What is the single most important determinant of services trade? 

4. How is female employment in services correlated with economic development? 

5. In which service sector is female employment concentrated?  

 

 

Protocol on Dispute Settlement 

An effective Dispute Settlement Mechanism (DSM) is critical to ensuring predictability and security in 

a regional trading arrangement, such as the AfCFTA.The Protocol on Rules and Procedures on the 

Settlement of Disputes provides for the administration of the Dispute Settlement Mechanism 

established in accordance with Article 20 of the AfCFTA Agreement. It aims at ensuring that the dispute 

settlement process is transparent, accountable, fair, predictable and consistent with the provisions of 

the Agreement.  

The Protocol provides for the establishment of a Dispute Settlement Body (DSB), with clear guidelines 

on its composition, terms of reference, functions and procedures. Furthermore, it empowers the DSB 

to set up a standing Appellate Body to handle any grievance arising from the recommendations of the 

DSB. 

 

2.5  Protocol on the Free Movement of Persons 
 

The free movement of people across Africa has been high on the regional integration agenda primarily 

because of the prospective trade gains that are associated with it. Free movement of people can lead 

to an optimal allocation of talent across borders, and encourage regional tourism, boosting economic 

growth in recipient countries and increasing remittances in the source countries.  

Africa’s success at promoting freedom of movement has been mixed. At the REC level, the EAC and the 

ECOWAS have been the champions of free movement of persons: both have a protocol relating to free 

movement of persons, right of residence and right of establishment in their founding treaties — even 

though significant progress on the ground was not achieved until much later. Other RECs have been 

less successful, even when they adopted a protocol in this area. This is the case, for example, with 

SADC and COMESA, both of which have a protocol on free movement of persons. However, few 

member-countries have signed it, and even fewer have actually put it into practice. Similarly, the 

Tripartite region developed an Agreement on the Movement of Business People, separately from the 

TFTA. However, a proposal for Tripartite member-countries to issue visas on arrival could not be 

agreed to by all parties (ITC, 2018). 

The Protocol relating to Free Movement of Persons, Right of Residence and Right of Establishment was 

adopted by the 30th AU Summit in January 2018 and signed by 30 member-states at the 10th 

Extraordinary Summit of the AU in March 2018, where it was opened for signature along with the 

adoption of the AfCFTA. It is expected that the Protocol will support the establishment of the AfCFTA 

as well as facilitate transition towards the African Economic Community. This is to be achieved in three 

phases (Article 5), with no set timescales, as follows: 

• Phase 1: Implementation of right of entry and abolition of visa requirements; 

• Phase 2: Implementation of the right of residence; 
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• Phase 3: Implementation of the right of establishment. 

The Protocol enjoins State Parties not to discriminate against nationals of another member-state 

entering, residing or established in their territory. Despite the intention to abolish visa requirements, 

the Protocol contains no provisions relating to visas. Member-states are however encouraged to issue 

valid travel documents to their nationals to facilitate free movement (Article 8). The Protocol provides 

for nationals of one member-state to seek employment in another without discrimination (Article 14), 

and to have the right of residence and of establishment subject to the laws and policies of the host 

member-state (Articles 16 and 17).  In the area of mutual recognition (of qualifications), the Protocol 

seeks to establish a ‘continental qualifications framework’ but remains evasive on how this will be 

achieved (ibid.).  

  

2.6  Alignment with WTO agreements 
 

The AfCFTA Agreement is fully consistent with the letter and spirit of the WTO Agreements. Therefore, 

implementing the AfCFTA will in no way interfere with, or diminish, any WTO obligations or 

commitments for those 44 African countries that are members of the WTO. In fact, the AfCFTA 

Agreement will extend WTO discipline to non-members, which may help them better prepare for 

accession eventually while benefiting from the predictability offered by a rules-based system in the 

meantime. 

Theoretically, regional trade arrangements such as the AfCFTA contradict the MFN and national 

treatment principles of the WTO. The MFN clause (GATT Article I, GATS Article II) requires all WTO 

members to treat their trading partners, whether or not members of the WTO, equally and 

indiscriminately. The national treatment principle (GATT Article III, GATS Article XVII) prohibits 

members from giving domestic goods and services any kind of preferential treatment over foreign 

goods and services.  

However, the WTO recognizes that RTAs act as mechanisms for facilitating trade between the 

constituent territories and, therefore, provides for an exception to the MFN principle (GATT Article 

XXIV) so long as certain conditions are met, notably the requirement that an RTA should cover 

‘substantially all trade’. Similarly, GATS Article V allows RTAs to extend preferential treatment in 

relation to trade in services so long as the conditions of ‘substantial sectoral coverage’ and ‘absence 

or elimination of substantially all discrimination’ are met. In addition, RTAs are also recognized in the 

WTO under the ‘Enabling Clause’, which allows flexibility to developing countries on their WTO 

commitments. WTO members are required to notify the WTO of the RTAs that they have entered into. 

Part III of the AfCFTA Agreement sets out the institutional arrangements and decision-making powers 

and procedures that will govern the implementation of the AfCFTA. They mirror corresponding WTO 

arrangements. While these may not be directly relevant to the conduct of trade and investment, they 

are critical to resolving dispute, thus keeping any trade agreement relevant and effective. Finally, the 

Protocol on the Rules and Procedures on the Settlement of Disputes closely follows the institutions 

and processes of the WTO’s Dispute Settlement Body (ITC, 2018). 

 

Discussion question 
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Study the obligations of your country under the AfCFTA Agreement. How confident are you that your 

country will be able to fulfil its obligations within the permitted time horizon? What does this say about 

the level of ambition attached to the AfCFTA? 
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2.7 Key messages 
 

1. The AfCFTA was launched on 15 June 2015, within three years of the beginning of negotiations. 

As of January 2020, 54 countries had signed the Agreement, but just more than half of that 

number had ratified it. 

2. The Agreement consists of a framework agreement that defines the objectives, principles and 

scope of the Agreement; the protocols — on trade in goods, trade in services, settlement of 

disputes, investment, competition policy, and intellectual property rights; and annexes and 

schedules to the protocols.  

3. A key objective of the AfCFTA is to create a single market for goods and services, supported by 

the free movement of persons.  

4. The AfCFTA is governed by 12 core principles, including variable geometry, special and 

differential treatment, preservation of the acquis, MFN and national treatment, reciprocity, 

and consensus in decision-making. 

5. The Protocol on Trade in Goods supports the BIAT goal of doubling intra-Africa trade by 2022 

by progressively eliminating tariffs and non-tariff barriers, and through cooperation in the 

areas of customs administration, trade facilitation, SPS and TBT. 

6. The Protocol of Trade in Services seeks to enhance the competitiveness of services in Africa, 

boost foreign direct investment, and promote industrial development. Priority sectors include 

business services (including professional services), communication, financial, tourism and 

transport services. 

7. The Protocol on (Rules and Procedures on) the Settlement of Disputes ensures transparency, 

predictability and security in the implementation of the AfCFTA Agreement.  

8. The Protocol relating to the Free Movement of Persons, Right of Residence and Right of 

Establishment was adopted in January 2018 and, so far, has been signed by 30 member-states. 

The Protocol is complementary to, but not an integral part of, the AfCFTA Agreement. 

9. The Protocol enjoins State parties not to discriminate against nationals of another member-

state entering, residing or established in their territory. It seeks to establish a continental 

qualifications framework for the mutual recognition of qualifications across Africa. 

10. The AfCFTA Agreement and its Protocols are fully consistent with the letter and spirit of the 

WTO Agreements. 
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Module 3: AfCTA: next steps

by

Vinaye Ancharaz, PhD, FCMI



LEARNING OBJECTIVES

• Appreciate the AfCFTA agreement as a key milestone in the process 
of continental integration

• Explain the next steps in the negotiations, focusing on the Protocols 
to be finalized in the second phase: investment, intellectual property 
rights, competition policy and e-commerce

• Critically assess the opportunities for industrialization offered by 
digitalization and e-commerce.



UNFINISHED BUSINESS

• Negotiations leading up to the launch of the AfCFTA in July 2019 completed 
in less than 3 years

• However, AU’s commitment to a deeper level of integration means that 
several issues remain unresolved

• These issues will be addressed in phase 2 of the negotiations:

• Investment

• Competition policy

• Intellectual property rights

• E-commerce

• Phase 2 negotiations are likely to be more complicated since no useful WTO 
reference points exist in some areas, in particular, competition policy

• Nevertheless, in all four areas, the negotiations can draw on RECs’
experiences and achievements, and various AU-led initiatives



RATIONALE OF PHASE II NEGOTIATIONS

• The decision to include so-called “WTO-plus” areas in Phase II of the negotiations is… 

• In line with the Abuja Treaty’s vision to achieve a deeper level of integration

• Consistent with the BIAT goal of doubling intra-Africa trade by 2022.

• It also follows current trends in regional integration

• Modern PTAs are integrating protocols in the areas of investment, 
competition policy and IPR into expanded trade agreements.

• These PTAs are called ‘deep integration’ arrangements.

• They reflect the view that trade liberalization is not enough to boost trade 
and economic activity between partners.

• They also facilitate policy convergence – critical to achieving higher levels of 
integration.

• Evidence suggests that deep agreements increase bilateral trade by as much as 44% 
more than conventional trade agreements

• And, contrary to trade diversion, they cause trade with third parties to 
increase (Mattoo, Mulabdic and Ruta, 2017)



INVESTMENT

• Foreign investment can play a crucial role in Africa’s economic 
development, structural transformation and regional integration

• An investment protocol can promote several objectives of the AfCFTA
Agreement, such as:
• Paving the way towards a single market

• Contributing to enhanced flow of capital

• Fostering cooperation on investment

• There is growing interest among policymakers to address Africa’s 
weaknesses in attracting quality foreign investment
• Adoption of the Pan-African Investment Code (PAIC) in 2017 – a significant step

• A future investment protocol can build on the PIAC, and other existing regional 
initiatives



INVESTMENT/2

A fragmented investment 
landscape in Africa…
• at the national level, investment 

codes adopted by individual 
African countries; 

• at the bilateral level, bilateral 
investment treaties (BITs)
concluded between African 
countries and other countries, 
whether African or not (515 
currently in force – see chart; 

• at the regional level, investment 
rules and model investment 
treaties enacted by different RECs; 

• at the continental level, the Pan-
African Investment Code, adopted 
as a model instrument. 

Bilateral investment treaties in Africa



INVESTMENT/3

Can the AfCFTA investment protocol build on the PAIC?

• On the one hand: 
• The PAIC can address issues of legal uncertainty and fragmentation since member-states 

agree that the Code should take precedence in case of conflicting laws

• The PAIC is in the spirit of new-generation investment treaties

• It balances investment protection with non-investment-related public interests as 
suggested by UNCTAD (2015)

• Sustainable development remains at the heart of the PAIC

• On the other hand:
• The PAIC is more of a ‘guiding text’ than a binding instrument

• The limited scope of the MFN clause in the Code limits its value as an investment 
agreement



INVESTMENT/4

The AfCFTA investment 
protocol…
• A unique opportunity to rewrite the 

investment rules in Africa, and
• Design an effective and balanced 

investment dispute mechanism
• Should feature new-generation 

investment treaty innovations
• Substantive obligations and dispute 

settlement provisions

• Development-oriented obligations

• Should be built on four pillars (see 
chart):
• Investment promotion and facilitation

• Investment protection

• Investor obligations

• State commitments

Options for the AfCFTA investment protocol



COMPETITION POLICY

• Competition policy aims at promoting fair and healthy competition, ensures 
efficient market outcomes and expanded opportunities for economic 
growth and trade.

• Traditionally, competition policy was national in scope, restricted to 
domestic markets 

• However, anti-competitive behavior has taken a cross-border dimension 
with the spread of regional and global value chains and the growth of 
MNCs

• This requires a regional or international approach to competition policy

• The AfCFTA can serve as a vehicle to address cross-border competition 
issues through a continental competition framework



COMPETITION POLICY/2

• A smorgasbord of competition regimes across Africa

• 23 countries with a competition regime enforced by a competition authority

• 10 countries have competition law, but no competition authority

• 4 countries at advanced stages of preparing competition legislation

• 17 countries have no competition law 

• Wide variations at REC level too

• COMESA and ECA have set up supra-national regional competition authorities

• Others (e.g. SADC) operate through a cooperation framework

• The existence of these competition laws and institutions means that an AfCFTA
competition protocol will not have to start from scratch

• A continental competition protocol will have to rationalize disparate competition 
regimes and institutions, and address emerging challenges (such as the digital 
economy) 



COMPETITION POLICY/3

An AfCFTA Competition Protocol 
should…

• Enhance competition
• Safeguard gains from AfCFTA

liberalization 
• Strengthen Africa’s capacity to 

deal with anti-competitive 
practices

• Harmonize minimum standards 
of corporate conduct

• 3 options for a continental 
competition regime (see chart):
• Supranational AfCFTA

competition authority
• Cooperation framework
• Sequential approach

Options for an AfCFTA competition protocol



INTELLECTUAL PROPERTY RIGHTS (IPR)

• IPR…
• Include patents, trademarks, copyrights, industrial designs, geographical 

indications (GI), plant breeder rights, and utility models (ECA et al., 2019)

• Serve as a policy tool to promote investment, innovation and competition

• Are territorial, i.e. IPR apply and are enforced within the country in which they 
were granted

• WTO TRIPs Agreement (1994) signals the multilateralization of IPR
• Sets an ‘international minimum standard’ for every WTO member to comply 

with

• Incorporates substantive provisions of several WIPO treaties

• Does not prevent RTAs from providing better treatment to member-countries



INTELLECTUAL PROPERTY RIGHTS (IPR)/2

• Africa’s IP frameworks are fragmented at all levels

• At the continental level, the AU has adopted several instruments, including the 
Continental Strategy on Geographical Indications in 2017

• Two IP organizations (ARIPO and OAPI) – plus various other initiatives – operate 
at the sub-regional level

• The RECs feature IP initiatives varying in the level of ambition. 
• COMESA has adopted a Policy on IPR and Cultural Industries
• EAC has developed IP instruments in several sectors, drawing on the WTO 

TRIPs Agreement
• SADC has adopted a Plant Variety Protocol aimed at protecting breeders’ 

rights
• At the country level, many countries have their own national IP regimes. 

• 44 African states are also party to the TRIPs Agreement
• Moreover, implementation remains patchy at all levels

• WTO member-states, and especially the LDCs among them, enjoy some degree 
of flexibility in interpreting TRIPs provisions



INTELLECTUAL PROPERTY RIGHTS (IPR)/3

Towards an AfCFTA IPR Protocol

• Rationale

• An effective IP regime at the continental level can help boost intra-African trade 
and economic integration

• The Protocol will ensure that the nine African countries that are currently not 
WTO members are not unduly discriminated against

• The Protocol can potentially make up for the shortcomings of the TRIPs 
Agreement

• Approaches

• Three options for integrating IPR into the AfCFTA Agreement:

• Arrangements for regional cooperation and sharing of experiences on IPR

• Regional filing system for patents, trademarks and industrial designs

• Unification of laws for members of a REC

• However, a single IP regime for 55 AU member-states may be an over-
ambitious target.

• The challenge facing negotiators is to strike the right balance between 
ambition and effectiveness



E-COMMERCE

• The digital economy covers “the production and use of digital technologies, goods and 
services” (UNCTAD, 2017). 

• Trading in the digital economy occurs mainly through e-commerce, which involves the 
“placing and receiving of orders over computer networks” (OECD, 2011). 

• E-commerce offers many benefits…
• Allows sellers to reach more customers – in remote locations and foreign 

markets
• Offers consumers a wider variety of products, lower prices and greater 

convenience
• Creates new opportunities for entrepreneurship and innovation

• But it also comes with challenges for African countries
• Uneven access to ICT, low level of technological development and lack of digital 

literacy
• Deficient infrastructure, including unreliable power supply, poor logistics
• Weak regulations and policies

• African countries are aware of the potential of the digital economy to foster 
structural transformation 
• Various strategies and initiatives are under way to harness the benefits of 

digitization and e-commerce – e.g. the African Information Society Initiative



E-COMMERCE/2

• E-commerce policies in Africa

• At REC level, SADC and COMESA are at the forefront of digital 
integration
• SADC launched a 4-pillar ICT strategy in 2010
• COMESA approved a digital FTA in 2018

• ECOWAS and ECA have no regional e-commerce strategy other than 
instruments to coordinate their member-states’ efforts in this area

• At the national level, Egypt and South Africa are leading the way in the 
development of e-commerce strategies

• Many countries have adopted the UNCTAD-led eTrade for all initiative
• Enabling e-commerce in Africa requires policy intervention in three broad areas:

• Digital identities of all players involved in an e-commerce transaction
• Technology
• Regulatory infrastructure

• In all of these areas, there are best practices, including from Africa, that can be 
replicated at the continental level.



E-COMMERCE/3

E-commerce in the WTO
• WTO adopted a comprehensive work program in 1998 to examine all trade 

issues relating to e-commerce

• However, little progress until the 11th WTO Ministerial Conference in 2017, 
where members decided to step up efforts on the work program 
• A moratorium on customs duties applied to e-commerce transactions extended until 

MC12 (likely in June 2020)

• At the WEF Summit in January 2019, 76 WTO members launched plurilateral 
negotiations on the trade-related aspects of e-commerce

• Nigeria, the only African country to participate in the negotiations



E-COMMERCE/4

Towards an E-commerce Protocol in the AfCFTA
• No consensus at AU level on integrating e-commerce into the AfCFTA

framework

• However, adoption of the AU- mandated Digital Trade and Digital 
Economy Strategy in January 2019 augurs well for e-commerce in 
Africa

• 3 options for integrating e-commerce into the AfCFTA:
• An e-commerce protocol proper

• An African digital economy strategy for e-commerce and related issues

• E-commerce perspectives integrated into existing AU instruments

• Meanwhile, African countries can make themselves for ready for e-
commerce by investing in infrastructure, capacity and policy.
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3. AfCFTA: Next steps 
 

Learning outcomes 

At the end of this module, the participant should be able to: 

• Appreciate the AfCFTA agreement as a key milestone towards the ultimate goal of an African 

economic and monetary union as envisaged by the Abuja Treaty 

• Explain the next steps in the negotiations, focusing on the Protocols to be finalized in the 

second phase: investment, IP, competition policy and e-commerce 

• Critically assess the opportunities for industrialization offered by digitalization and e-

commerce. 

 

Essential reading 

ECA, AU, AfDB and UNCTAD (2019). Assessing Regional Integration in Africa IX: Next Steps for the 

African Continental Free Trade Area. Addis Ababa. (This Unit draws extensively on the ARIA IX Report.) 

Mattoo, A., A. Mulabdic, and M. Ruta (2017). “Deep trade agreements as public goods”, VOX (12 

October 2017). Available at: https://voxeu.org/article/trade-effects-deep-agreements 

 

Supplementary reading 

ECA, AU and AfDB (2017). Assessing Regional Integration in Africa VIII: Bring the Continental Free Trade 

Area About. Economic Commission for Africa, Addis Ababa, Ethiopia. 

ITC (2018). A Business Guide to the African Continental Free Trade Area Agreement. ITC, Geneva 

Luke, D. and J. Macleod (2017). “Bringing the AfCFTA about: Key factors for success.” International 

Center for Trade and Sustainable Development. September 20, 2017. https://www.ictsd.org/bridges-

news/bridgesafrica/news/bringing-the-cfta-about-key-factors-for-success. 

Mbengue, M. (2015), “The quest for a Pan-African Investment Code to promote sustainable 

development”, Bridges Africa 5 (5), June 2016, ICTSD. 
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https://www.ictsd.org/bridges-news/bridgesafrica/news/bringing-the-cfta-about-key-factors-for-success
https://www.ictsd.org/bridges-news/bridgesafrica/news/bringing-the-cfta-about-key-factors-for-success
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3.1 Unfinished business 
 

The launch of the AfCFTA negotiations in 2015 was distinctive in that AU Heads of State and 

Government agreed that negotiations on trade in goods and in services would be conducted 

simultaneously. Until then, the practice generally has been to negotiate trade in goods first, and 

services subsequently. From this perspective, the conclusion of the negotiations within just three 

years, and the official launch of the AfCFTA in July 2019 is all the more remarkable. However, the 

negotiations do not stop here — for, at the start of the process in 2015, the AU had set the tone for a 

deeper level of integration by committing to take up some so-called ‘WTO-plus issues’ in a second 

phase of the negotiations. These issues include, but are not limited to, investment, competition policy 

and intellectual property rights (IPR). E-commerce and digital trade could be another issue.  

Phase II negotiations are expected to begin later in 2019, and to be concluded by December 2020, 

according to a calendar established by the AMOT at their 7th meeting in Cairo in December 2018. 

However, these negotiations are likely to be more complicated than those in Phase I since there are 

no WTO reference points for some of the areas under negotiation — in particular, competition policy. 

For negotiations on investment and IPR, however, the WTO Agreement on Trade-Related Investment 

Measures (TRIMs) and the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPs), 

respectively, may serve as useful benchmarks. Moreover, in all four areas, the negotiations can draw 

on the experiences and achievements of RECs and various AU-led initiatives.  

In a sense, the AfCFTA introduces another layer of complexity in the African spaghetti bowl since the 

FTAs and customs unions at the level of RECs continue to exist. These blocs are seen as stepping stones 

for deeper economic integration under the AfCFTA until they are — ultimately — subsumed by a single 

African market. 

3.2 Rationale of Phase II negotiations 
 

Traditionally, preferential trade agreements (PTAs) focused on tariff liberalization as a means to boost 

trade and economic activity among members. However, this view was partial and ignored a key fact:  

non-trade interventions have important trade — and, more generally, economic —effects. For this 

reason, many countries in the past signed free trade agreements in conjunction with bilateral 

economic agreements, such as investment and double-tax-avoidance treaties.  Collectively, Egger and 

Wamser (2013) refer to these agreements as “preferential economic-integration agreements”.  

 

Modern-day PTAs have gone further in scope, integrating protocols in the areas of investment, 

competition policy, and IPR, into expanded trade agreements. Such PTAs, not surprisingly, are called 

‘deep integration’ arrangements. Their goal is not only to boost regional trade by creating a level-

playing field for all economic operators but also to leverage business opportunity and resource 

endowments for stronger growth and sustainable development. These PTAs also facilitate policy 

convergence critical to achieving higher levels of integration (ECA, AU and AfDB, 2017).  

 

As noted in Module 1, the number of RTAs notified to the WTO has increased exponentially since the 

1990s. This evolution can be analysed in terms of three generations of PTAs (Mattoo, Mulabdic and 

Ruta, 2017). Older PTAs focused on fewer than ten policy areas — mostly commitments on tariffs on 

industrial and agricultural goods, and other border measures such as export taxes. Subsequent 

agreements extended their reach to trade remedies, nontariff measures, and competition policy. More 
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recent PTAs have added on behind-the-border measures relating to services trade, investment, 

intellectual property rights and domestic regulation (Table 3.1).  

 

Empirical evidence suggests that deep agreements have significant positive impacts on trade flows 

among members, increasing bilateral trade by as much as 44%, more than in shallow agreements 

(ibid.). Moreover, it appears that such agreements entail a ‘negative’ trade diversion effect since trade 

with non-member countries also increases. This is attributed to the positive spillover effects of non-

discriminatory provisions, such as those relating to competition policy, subsidies and standards. The 

evidence supports the AU’s decision to include WTO-plus areas in the AfCFTA Agreement in the second 

phase of the negotiations. It follows naturally from the Abuja Treaty’s vision for achieving an advanced 

level of integration on the continent, and the BIAT goal of doubling intra-Africa trade by 2022. 

 

Table 3.1. Policy areas typically included in PTAs 

 
Source: Mattoo, Mulabdic and Ruta (2017). 

Note: STE: State trading enterprises 

 

3.2 Investment 
 

The development ambitions set out in Agenda 2063 require foreign and domestic investment. The 

right investment climate, underpinned by robust laws and regulations, effective enforcement 

mechanisms, and strong institutions, can channel and leverage responsible investment while 

minimizing any adverse impacts (Sutton et al., 2016).  
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Foreign investment can propel industrialization and structural transformation on the continent 

(Sandjong Tomi, 2015; Sutton et al., 2016), support economic growth (Zandile and Phiri, 2018) and 

alleviate poverty (Fowowe and Shuaibu, 2014) by enabling technology transfer (Jude, 2016), facilitating 

export diversification (Fonchamnyo and Akame, 2017), enhancing the productivity of local enterprises 

(Alfaro et al. 2007; Abebe, McMillan and Serafinelli, 2018), establishing or reinforcing forward and 

backward linkages (Javorcik 2004; Newman et al. 2015) and supporting regional integration and 

insertion into regional and global value chains (UNCTAD, 2013).  

Among the objectives of the Agreement establishing the AfCFTA, an investment protocol is expected 

to pave the way towards a single market (article 3.a), contribute to the movement of capital and 

facilitation of investment (article 3.c), and foster cooperation on investment (article 4.c). Indeed, such 

a protocol was intended as part of Phase I of the AfCFTA negotiations, and a draft text with both pre- 

and post-establishment investment provisions was proposed to that end. However, member-states 

chose to first conclude negotiations on the Protocol on Trade in Services and then use commitments 

under Mode 3 (commercial presence) as a starting point for negotiating an investment protocol (ITC, 

2018). 

 

The adoption of the Pan-African Investment Code (PAIC) by African Ministers of Economy, Finance and 

Integration in 2017 as a non-binding instrument reveals a growing interest among policymakers to 

address Africa’s trouble in attracting quality foreign investment. The investment protocol provides a 

welcome opportunity to build on the PAIC’s innovations in the key areas of investment protection, 

promotion and facilitation. African countries should collaborate and build institutions to reduce the 

transaction costs related to cross-border investment.  

 

The investment landscape in Africa 

The new norms of foreign investment protection are developed within a multi-layered system:1  

• at the national level, investment codes adopted by African countries;  

• at the bilateral level, bilateral investment treaties (BITs) concluded between African countries 

and other countries, whether African or not;  

• at the regional level, investment rules and model investment treaties enacted by the different 

RECs; and  

• at the continental level, the Pan-African Investment Code, adopted as a model instrument.  

 

BITs 

Since the 1960s, African countries have concluded 852 BITs, of which 515 are currently in force and 

173 are intra-African (Figure 3.1) (UNCTAD, 2019). North African countries have proved the most active 

on the continent in concluding new investment treaties. Egypt boasts the biggest stock of signed BITs 

(100), followed by Morocco (68) and Tunisia (55). All African countries have signed at least one bilateral 

investment treaty — South Sudan, the youngest, signed its first, with Morocco, in 2017 (ECA et al., 

2019). 

 

The 1990s were a fertile decade for BITs: the majority of African BITs were concluded during this 

period. Consequently, some have become outdated but only a few African countries have sought to 

modernize their older-generation BITs. While BITs are waning away, there has been a sharp increase 

in the number of investor-State dispute cases, and this is likely to continue in the absence of laws and 

 
1 http://arbitrationblog.kluwerarbitration.com/2018/08/17/africanisation-rule-making-international-
investment-arbitration/ 

http://arbitrationblog.kluwerarbitration.com/2018/08/17/africanisation-rule-making-international-investment-arbitration/
http://arbitrationblog.kluwerarbitration.com/2018/08/17/africanisation-rule-making-international-investment-arbitration/
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institutions protecting and upholding investor rights. This should be another area of focus for an 

AfCFTA investment protocol. 

 

Regional investment agreements (RIAs) 

 

Between the 1970s and 1990s, most African RECs adopted legal instruments for the regulation of 

foreign investment. The ECOWAS adopted the Protocol on Community Enterprises in 1984, and the 

Protocol on Movement of Persons and Establishment in 1979. More recently, in 2007, COMESA 

developed (but did not conclude) a modern investment agreement in view of establishing the COMESA 

Common Investment Area. The SADC adopted a Protocol on Finance and Investment in 2006, and the 

EAC has launched various investment initiatives, notably adopting a model investment agreement in 

2006 (which was revised in 2015). The COMESA Investment Agreement is particularly innovative in 

that balances the need for investment protection with the goal of ensuring that benefits flow back to 

the local community (Mbengue, 2015). Similarly, the SADC Investment Protocol is notable for 

integrating foreign investment into the larger framework of sustainable development.  

 

Figure 3.1. Bilateral investment treaties in Africa 

 

 
 

Thus, each of 8 RECs has at least one instrument relating directly or indirectly to investment. This raises 

complications since many African countries belong to more than one REC, resulting in a ‘spaghetti 

bowl’ of investment agreements, which makes “Africa’s integration efforts in relation to investment 

harmonisation inefficient” (ibid.).  
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Activity 3.1 

Do investment treaties boost investment? What does the evidence suggest? What about your own 

country? 

 

The Pan-African Investment Code 

 

Africa’s fragmented landscape of investment law creates considerable uncertainty for foreign 

investors, from Africa or elsewhere, who need to comply not only with national investment laws of the 

host state, but also with the regional instruments applicable in a given state, as well as with any 

potential BIT between their home state and the host state.  The PAIC could address such issues of legal 

uncertainty and fragmentation in Africa’s investment treaties. It provides for a way of dealing with 

conflicting investment laws by suggesting that the Code reigns supreme in such cases. The draft text 

states: “Member States may agree that in the case of a conflict between this Code and any intra-African 

BIT, investment chapter in any intra-African trade agreement, or regional investment arrangements, 

this Code shall take precedence." 

 

The PAIC contains several innovative features that place it fittingly among the new-generation 

investment treaties. It introduces new provisions on due diligence and obligations for investors in 

relation to human rights, corporate social responsibility, use of natural resources, and land-grabbing. 

The Code balances investment protection with non-investment-related public interests, as suggested 

by the Investment Policy Framework on Sustainable Development (UNCTAD, 2015). Indeed, 

sustainable development remains at the heart of the PAIC whose objective is “to promote, facilitate 

and protect investments that foster the sustainable development of each Member State.”  

 

However, the PAIC has been criticized for abandoning its original ambition of a binding instrument in 

favour of a mere “guiding text”. Such a soft approach may not help in harmonizing Africa’s fragmented 

investment law regime, and it may also impair the Code’s core objectives (Kane, 2018). The PAIC also 

excludes the fair-and-equitable treatment provision and the dispute-settlement procedures from the 

scope of the MFN clause. Though this is argued by some to limit the value and strength of the Code as 

an investment agreement – and potentially grant non-African investors better investment protection 

– others see it as rebalancing investment protection provisions for sustainable development.  

 

Towards an AfCFTA investment protocol 

 

The phase II negotiations provide a unique opportunity to rewrite the investment rules in Africa and 

design an effective and balanced investment dispute mechanism (ECA et al., 2019). The AfCFTA 

investment protocol should feature new-generation investment treaty innovations for predictable, 

forward-looking and transparent rules to pave the way for further economic integration.  

 

Among the features would be substantive obligations and dispute settlement provisions, 

development-oriented investor obligations and mutual commitments among African countries to an 

equilibrium between business activity and sustainable development (Figure 3.2). 

 

An investment protocol can be built on four pillars: investment promotion and facilitation, investment 

protection, investor obligations and State commitments. However, investment promotion and 
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facilitation ought to remain separate from investment protection so as not to create additional 

obligations towards investors or lower regulatory standards, while investor obligations and State 

commitments intended to harness investment for sustainable development. 

 

 

Figure 3.2. Options for the AfCFTA investment protocol 

 

 
Source: ECA et al. (2019) 

 

 

3.3 Competition Policy 
 

In the absence of policies regulating anti-competitive behaviour by firms — both domestic and, 

especially, foreign —, there may be a tendency for businesses to abuse their dominant market 

positions through cartels, predatory practices and tacit market-sharing agreements, which result in 

reduced consumer choice and, often, lower quality, and higher prices. Such practices hurt consumers 

and small firms, and can interfere with the efficient functioning of markets, ultimately reducing 

economic dynamism and growth. Competition policy aimed at promoting fair and healthy competition 

can thus ensure efficient market outcomes and expanded opportunities for small and medium 

enterprises to thrive.  

Traditionally, competition policy was restricted to domestic markets, and countries set up their own 

competition laws and institutions to address anti-competitive practices at the national level. However, 

with the growth of international trade and investment, and the spread of regional and global value 

chains, anti-competitive behaviour, especially by multinational firms, has taken a cross-border 

dimension.  
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Cross-border anti-competitive practices in Africa 

Cross-border anti-competitive practices are rife across Africa and they pervade virtually all sectors of 

the economy. In 2008, for example, the Competition Commission of South Africa (CCSA) uncovered a 

cartel agreement among four main cement producers in southern Africa, which had resulted in a 

doubling of cement prices since 2001 (ECA et al., 2019). Another sector that is notorious for such 

practices is the telecommunications. Firms in this industry, many of which state-owned, often engage 

in bundling, exclusive agreements, or charge excessive fees to competitors to allow them to use their 

network. These practices effectively close off the market to competitors and have drastic 

consequences on consumer welfare. 

Addressing these issues calls for a regional or international approach to competition policy. In Africa, 

the need for “a common competition policy and law to protect and promote free competition and 

permit harmonization of trade and investment laws and regulations throughout the region” was 

highlighted early on by ECA (2004) in its first ARIA Report. Recently, the same point has been reiterated 

by Luke and MacLeod (2017), who argue that the AfCFTA can serve as a vehicle to address cross-border 

competition issues through a continental competition framework. 

Competition regimes in Africa 

There is a plethora of competition regimes and institutions across the continent, which an AfCFTA 

competition protocol will have to rationalize. Twenty-three (23) countries have a competition regime 

enforced by a competition authority. Of these, however, only 15 have comprehensive competition 

laws that are strictly enforced (World Bank, 2016). Ten countries have competition law but no 

competition authority; 4 countries are at an advanced stage of developing competition legislation 

whilst the remaining 17 countries either have no competition law or at early stages of preparing one. 

Even among countries with competition legislation, there are wide variations in content, coverage and 

substance.  

Similarly, the founding treaties of the major African RECs also include competition policy or laws, but 

these differ institutionally, with some RECs (e.g. COMESA and EAC) establishing supra-national regional 

competition authorities while others (e.g. SADC) operate through a cooperation framework (ECA et al., 

2019). In the case of a supra-national institution, member-states delegate power to an independent 

apex authority whereas a cooperation framework involves sharing information and experiences 

without any mandate to deal directly with cross-border cases. 

The existence of competition laws and institutions at both the national and regional levels means that 

AfCFTA negotiations in view of a continental competition protocol will not have to start from nothing. 

However, negotiators will have to deal with the heterogeneity and varying complexity of African 

competition regimes, and emerging challenges (such as the digital economy — see Box 3.1) and other 

issues (e.g. buyer power, public procurement) in search of a harmonized approach. They will need to 

coordinate across national, subregional and regional efforts on cross-border anti-competitive conduct; 

leverage existing competences; build the capacity of member-states without national competition 

laws; establish mechanisms to review competition cases, and set up appropriate continental 

institutions.  

 

Activity 3.2 

1. Why would some countries take a regional approach to competition policy?  
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2. Refer to Table 5.2 in the ARIA IX Report. From the table, check the type of regional competition 

authority that the REC of which your country is a member operates. How does this regional 

authority interact with your country’s national competition authority, if any? 

 

Towards an AfCFTA competition policy protocol 

No objectives have yet been set for the competition protocol, but it is not hard to see that these may 

include the following: 

1. Enhancing competition to promote market efficiency, inclusive growth and structural 

transformation of African economies;  

2. Safeguarding gains from AfCFTA liberalization by ensuring they are not undermined by anti-

competitive practices;  

3. Strengthening the region’s capacity to deal with such practices;  

4. Harmonizing minimum standards of corporate conduct; and 

5. Improving governance and transparency over competition policy in Africa 

Box 3.1. Challenges presented by the digital economy to an AfCFTA competition policy 

protocol 

Digital economy innovations such as artificial intelligence (AI), data fusion, app-based 

transactions, algorithmic business intelligence and other digital platforms are disrupting 

traditional modes of production and distribution (Ireland, 2017). Digital advances lead to 

increased efficiency, and new and better-quality products, giving innovators and early adopters 

an edge over their competitors (Pierre and Romain, 2017). They also enhance transparency and 

information flow, allowing consumers to make more informed choices. This, together with 

reduced barriers to entry and to expansion, increases market competitiveness and, ultimately, 

economic welfare. 

The digital economy is creating a competition landscape that traditional competition policies are 

ill-suited to address. Conventional measures of market power based on firm size may not reflect 

the true nature of competition since it is possible for a firm with few assets (i.e. ‘small’ in the 

traditional sense) to have a large customer base thanks to its innovative product or delivery 

strategy. Defining the market, which is key in competition enforcement, is similarly challenging. 

For example, do ‘taxi services’ include Uber? In practice, a competition authority should be able 

to investigate both traditional and digital causes of competitive advantage. It should be able to 

punish a firm that is not yet dominant but is strategically using its digital edge to gain a foothold 

in the market by pricing below its marginal cost. 

Competition authorities in Africa face both ‘external’ (e.g. Internet connectivity, IT infrastructure, 

digital literacy) and ‘internal’ (deficient IT skills among staff and institutional weaknesses) 

challenges that they must overcome to stay relevant in the digital age. The AfCFTA can only be as 

strong as its ability to manage competition affecting trade in goods and services in the digital 

economy. This requires infrastructure for e-commerce and IPR as well as strengthening 

competition authorities’ capacity to identify markets, players and business models in the digital 

economy (ECA et al., 2019). 
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The operative elements of an AfCFTA competition policy protocol will draw on the relevant provisions 

in national and regional competition laws as well learn from best practices elsewhere, notably from 

the EU competition regime, which provides a useful benchmark. Due to the general commonality of 

such provisions and laws, these are unlikely to prove overly controversial in the negotiations. However, 

it is the design of the enforcement modalities that will determine how ambitious Africa is about a 

continental competition regime. Negotiators will have to decide between a supra-national AfCFTA 

competition authority (such as that operated in the EU, COMESA and EAC), a cooperation framework 

(like that in SADC), or a sequential approach in which a competition network is first established before 

evolving into a supranational authority (ECA et al., 2019) (Figure 3.3). 

In terms of coverage, the protocol must encompass the main substantive competition issues, including 

cartels, mergers, abuse of buyer power, and anti-competitive agreements. It should embrace 

consumer protection in a dedicated chapter. A strong consumer policy in line with international 

standards can safeguard consumer rights while ensuring that consumer protection measures do not 

become (unintended) barriers to trade. Indeed, it is common for consumer protection policy to be 

integrated with competition policy both substantively and institutionally. Finally, a separate 

continental procurement policy can complement the competition protocol. 

Figure 3.3. Options for an AfCFTA competition protocol: A schematic overview 

 

Source: ECA et al., 2019 

 

3.4 Intellectual Property Rights 
 

Intellectual property (IP) refers to creations of the mind, such as technological inventions, literary and 

artistic works and symbols, and names and images used in commerce. IP rights (IPR) are meant to 

prevent others from using, making or selling the item on which the rights are conferred. They include 

patents, trademarks, copyright, industrial designs, geographical indications (GI), plant breeder rights, 

and utility models (ECA et al., 2019). IPR serve as a policy tool to promote private investment and 

entrepreneurship, innovation and competition. As such, they are crucial to realizing the objectives of 
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the AU’s Agenda 2063, which prioritizes science and innovation as drivers of structural transformation 

and value addition in Africa. The AfCFTA provides an opportunity to advance an IP rights system that 

corresponds to the aspirations of Agenda 2063. 

IP rights are territorial, that is, they apply and are enforced only within the country in which they are 

granted. This has inspired international cooperation to harmonize the laws and administration of IP 

rights beginning in the nineteenth century and leading on to the WTO Agreement on Trade-Related 

Intellectual Property Rights (TRIPs) in 1994. The TRIPs Agreement signals the multilateralization of IP 

rights. It sets an ‘international minimum standard’ with which every WTO member should comply. The 

Agreement incorporates substantive provisions of several WIPO (World Intellectual Property 

Organization) treaties and, unlike GATT and GATS, it does not exempt RTAs established after it had 

come into force from providing better treatment to countries that are party to those agreements. This 

means that an IP protocol reached in the context of the AfCFTA must be extended to all WTO member-

states (ECA et al, 2019).  

Africa’s fragmented IP frameworks 

Africa’s IP framework is fragmented at four levels. At the continental level, the AU has adopted several 

instruments aimed at regulating IP rights. The most recent of these — the Continental Strategy on 

Geographical Indications, adopted in 2017, recognizes the role of GI in promoting sustainable rural 

development and food security, and calls for the setting up of a legal framework at the national and 

regional levels for the protection of GI.  

At the sub-regional level, there are two IP organizations catering to different constituencies, separated 

by language and structural barriers. The African Regional Intellectual Property Organization (ARIPO) 

counts mostly Anglophone countries among its membership. ARIPO member-states have different IP 

frameworks. Conversely, the Organisation Africaine de la Propriété Intellectuelle (OAPI) operates 

mainly in French-speaking countries, which subscribe to a unified IP legal system. This bimodal 

structure creates various difficulties, including policy and institutional incoherence, which hampers 

cooperation and harmonization. Nevertheless, negotiations are under way between ARIPO and OAPI 

towards a Pan-African Intellectual Property Organization (PAIPO). In 2017, a third cooperation 

agreement was concluded between the two IP organizations (AU, ECA and AfDB, 2017). 

The RECs feature a multitude of IP initiatives, independent of either ARIPO or OAPI. Eight RECs include 

at least some reference to IP protection and have developed instruments to that end. Article 104(1)(d) 

of the COMESA Treaty, for example, provides for information sharing on “legislation on patents, 

trademarks and designs”. In 2011, COMESA adopted a Policy on Intellectual Property Rights and 

Cultural Industries. The EAC Treaty calls on Partner States to “promote cooperation in the development 

of science and technology within the Community through the harmonization of policies on 

commercialization of technologies and promotion and protection of intellectual property rights”. In 

this regard, the EAC has developed IP instruments in several sectors, drawing heavily on the TRIPs 

Agreement. In 2010, the EAC published a draft anti-counterfeiting bill, which has not been adopted. In 

the SADC, Article 24 of the SADC Trade Protocol requires member-states to adopt policies and 

implement measures for the protection of IP rights, in accordance with the TRIPS Agreement (ECA et 

al., 2019). The SADC Plant Variety Protocol, aimed at protecting plant breeders’ rights, is the main 

substantive IP instrument that has yet to enter into force. Finally, the Tripartite Free Trade Area (TFTA) 

is negotiating on 9 key points related to IP rights, including a regional IP exhaustion regime, among 

others. These arrangements will, in one way or another, feed into the AfCFTA negotiations on an IP 

protocol. 
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Many African countries have their own national IP regimes, which vary widely in terms of laws, extent 

of enforcement and rate of participation in international norm-setting processes. However, many 

countries are similar in their economic structure, relying predominantly on natural resources, 

agriculture, and light industry. This has limited their innovation and patent filings as well as reduced 

the degree of heterogeneity in national IP laws across countries (ibid.).  

For the 44 AfCFTA state parties that are also members of the WTO, the TRIPs Agreement serves as a 

useful international benchmark, and a tool for harmonizing IP laws since it establishes minimum 

standards for IP rights protection. However, WTO member-states enjoy a significant degree of 

flexibility in interpreting certain provisions of the TRIPs Agreement and in determining which form of 

protection would best suit them. The least developed countries (LDCs) among them benefit from 

longer periods for implementing their obligations. African countries have different levels of obligations 

in IP treaties beyond the WTO, including participation in multilateral IP treaties and commitments 

arising from bilateral trade agreements. 

The specificity of innovation in Africa 

The innovation requirements of Africa differ fundamentally from those elsewhere in the world. Studies 

of African innovation show that it occurs mainly in the informal sector and is not heavily reliant on 

conventional means of knowledge governance and appropriation (De Beer et al., 2013). Even if formal 

IP protection was appropriate in this context, such protection “cannot exist in the absence of strong 

institutions, including not just IP offices that register, disclose and educate, but also a culture of respect 

and enforcement of IP rights” (ibid.). This culture of respect is impossible to build as long as the 

substantive provisions of IP law are far removed from the realities of everyday life in Africa (AU, ECA 

and AfDB, 2017). 

 
Towards an AfCFTA IPR protocol 

Rationale 

There are several justifications for an IPR protocol in the AfCFTA. First, an effective IPR regime at the 

continental level can help boost intra-African trade and economic integration. As the experience of the 

EU suggests, a shift to regional exhaustion of IPR prevents fragmentation of a regional market, 

promotes freer trade and enhances competition. Second, the nine African countries that are currently 

not WTO members are excluded from the national treatment and MFN provisions of the TRIPs 

Agreement and, to that extent, are discriminated against. An IPR protocol in the AfCFTA is the key to 

establishing non-discrimination principles among state parties, irrespective of the status of their 

participation in international treaties. Third, an AfCFTA IPR protocol can potentially make up for the 

shortcomings in the TRIPs Agreement (ECA et al., 2019).  

Objectives 

The IPR protocols, like other AfCFTA protocols, are expected to advance the general objectives of the 

Agreement. These include supporting the African transformation agenda as enshrined in Agenda 2023; 

promoting regional integration through adoption of a regional exhaustion regime for IPR; promoting 

policy coherence with regional and international treaties; and facilitating common approaches to 

multilateral norm-setting. 

Approaches to developing the AfCFTA IPR protocol 
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Three options may be identified for integrating IP rights into the AfCFTA Agreement: (a) arrangements 

for regional cooperation and sharing of experiences on IP rights in general; (b) regional filing systems, 

usually for patents, but also for trademarks and industrial designs; and (c) development of one 

substantial law or unification of laws for members of a regional organization. Different parts of Africa 

have experience with all three of these models (ECA et al., 2019). 

Developing one substantive IP regime for 55 AU member-states may be an over-ambitious target. 

Moreover, it may undermine flexibilities that African countries currently enjoy in their IP commitments 

in bilateral and multilateral treaties as well as conflict with their obligations in these treaties. 

Conversely, a cooperative framework will be too shallow and will probably not achieve much. Striking 

the right balance between ambition and effectiveness will be a key challenge facing the negotiators. 

Elements of the IPR Protocol 

A viable IPR protocol in the AfCFTA Agreement can: 

a. Provide guiding principles for national IP law and policy, as well as for engagement of African 

countries in international IP treaties; 

b. Provide for non-discrimination among nationals of state parties on matters of IPR; 

c. Develop norms to safeguard African interests, including non-discrimination among African 

countries on matters pertaining to IPR; 

d. Establish a regional IP exhaustion system to prevent fragmentation of the AfCFTA market and 

encourage regional value chain development; 

e. Provide the minimum requirements for the protection of traditional knowledge, genetic 

resources, and cultural expressions, but with sufficient flexibility for domestic law and 

multilateral negotiations on these issues; 

f. Develop minimum standards on plant variety protection, including on availability, scope of 

protection, and exceptions to plant breeders’ rights and the protection of traditional and new 

farmers’ varieties; and 

g. Oblige the protection of geographic indications through either a sui generis system or 

certification and collection marks. 

The protocol should develop guidelines on procedures for the enforcement of IPR. It should also call 

for the ratification of the Marrakesh Treaty and of the December 2005 protocol amending the TRIPs 

Agreement to exceptionally allow WTO members to produce and export affordable generic medicines 

to other members.  

In terms of substance, the negotiations should cover the entire spectrum of IP rights, including 

copyright, patents, trademarks and traditional knowledge. An AfCFTA competition protocol will be a 

fitting complement to a continental IP framework. 

 

Activity 3.3 

Explain the concept of “exhaustion of property rights”. Find out whether your country has an IP 

exhaustion system in place. If so, is the system domestic or international? Discuss the implications of 

moving potentially to a system of regional exhaustion in the context of a future AfCFTA IP protocol. 
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3.5 Digital trade and e-commerce 
 

The digital economy covers “the production and use of digital technologies, goods and services” 

(UNCTAD, 2017). Trading in the digital economy occurs mainly through e-commerce, which involves 

the “placing and receiving of orders over computer networks” (OECD, 2011).  

Opportunities and challenges of digitization 

The rise of the digital economy creates both opportunities and challenges for African countries. By 

using e-commerce platforms, sellers can reach more customers, including in remote locations and in 

foreign markets. Consumers can benefit from greater variety, lower prices and increased convenience 

resulting from their ability to access and compare products from multiple firms. E-commerce can also 

create new opportunities for entrepreneurship and innovation. On the other hand, the uneven access 

to ICT — across and within countries —can lead to an inequitable distribution of the benefits from e-

commerce. Other challenges include unreliable and costly power supply, lack of digital literacy, weak 

regulations, deficient transport and logistics infrastructure, and a generally low level of technological 

development. These challenges mean that Africa loses out on e-commerce sales, which were 

estimated at US$26 trillion globally in 2016. 

Nevertheless, Africa is aware of the potential of digital trade to contribute to the structural 

transformation of their economies through higher value addition and new jobs. African countries and 

regional groupings are therefore at various stages of adopting strategies and policies related to 

digitization and e-commerce. Already in 1996, ECA launched the African Information Society initiative, 

which through the years has contributed to the adoption of national ICT infrastructure plans by many 

countries. 

E-commerce policies at regional and national levels 

At the level of RECs, SADC and COMESA are at the forefront of digital integration. In 2010, SADC 

launched an ICT strategy based on four pillars, namely national e-commerce strategies, legislation, 

national and sub-regional infrastructure, and skill development, along with an implementation plan. In 

2018, COMESA approved a digital free trade area to use ICT to boost, and improve efficiency in, cross-

border trade. The WAEMU adopted a ministerial declaration in 2017 that recognized the strategic 

importance of digital trade and trade in services and recommended implementing a regional work plan 

on e-commerce. ECOWAS and EAC have not developed any regional e-commerce strategy but have 

instruments to coordinate their member-states’ efforts in this area (ECA et al., 2019). 

At the national level, African countries are at various phases of formulating e-commerce strategies and 

policies, with Egypt and South Africa at more advanced stages. Many countries have adopted the 

UNCTAD-led eTrade for all initiative, which supports national e-commerce development by assessing 

country readiness to engage in e-commerce and making appropriate recommendations for strategy 

formulation — in such areas as ICT infrastructure and services, trade logistics, payment solutions, 

regulatory frameworks, skills development and access to financing. 

Enabling e-commerce in Africa 

Enabling e-commerce in Africa requires major policy intervention in all of the above areas. These can 

be conveniently grouped into three broad fields:  

• Digital identities of all players involved in an e-commerce transaction;  

• Technology; and 
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• Regulatory infrastructure. 

Formal identity (which emanates from civil registration and other official sources) is a requisite for 

engaging in any e-commerce or online financial transaction. This requirement derives from regulatory 

compliance or obligations related to Know-Your-Customer and anti-money-laundering laws. However, 

it is estimated that half of Africa’s population do not have an identity due to missing registration at 

birth. This problem can be addressed through digital identity systems, but this, in turn, calls for 

investment in technology and infrastructure by African governments. 

Access to technology is uneven across Africa, resulting in a digital divide that may bypass people with 

little education or literacy; people living in rural areas; women; and those with limited capability or 

rights to connect, including the poor and small firms. Most indicators confirm that Africa is lagging 

behind other regions of the world in terms of e-commerce readiness. For example, in 2018, only 22% 

of African households had Internet access at home, compared to the developing-country average of 

48%. Moreover, a tiny proportion of those with Internet access actually purchase online. UNCTAD’s 

business-to-customer (B2C) e-commerce index — a comprehensive indicator of the processes in an 

online B2C transaction — confirms Africa’s digital poverty. Mauritius, the only country among the top 

ten developing countries on the index in 2017, ranked 39th globally. The main barriers to e-commerce 

development in Africa are online payments and delivery (UNCTAD, 2018). A pan-African payments 

system, of the kind proposed by Afrexim Bank, can address the online-payment issue but it is yet to 

see the day. 

E-commerce transactions are complex and require the support of new regulatory infrastructure in the 

areas of data protection, cybercrime, consumer protection and e-commerce legislation. Here again, 

there is a digital divide that calls for urgent action if Africa is to integrate fully into the digitalizing global 

economy (ECA et al. 2019). In all of these areas, there are best practices, including in some African 

countries and RECs, that could be replicated at the continental level. 

E-commerce in the WTO 

The WTO’s formal interest in the rise of e-commerce and its trade implications could be traced back to 

1998 when WTO members adopted a comprehensive work programme to examine all trade issues 

relating to global e-commerce (WTO, 1998). However, there was little progress on the work 

programme until 2016 when a group of WTO members started pushing new issues relevant to e-

commerce. Some of these — for example, whether a moratorium on customs duties on e-commerce 

transactions should be made permanent and whether digital products should be treated as goods and 

subject to GATT rules, or as services traded under GATS, or as products of another nature — failed to 

garner consensus.  

At the 11th WTO Ministerial Conference (MC11) in 2017, members decided to step up efforts under 

the WTO work programme. They also agreed to extend the moratorium on customs duties applied to 

digital trade until MC12 (scheduled to take place in June 2020). Meanwhile, at the World Economic 

Forum Summit in January 2019, 76 WTO members came together to launch plurilateral negotiations 

on the trade-related aspects of e-commerce. Nigeria is the only country from Africa to participate in 

the negotiations. The rest of the Africa group are of the view that it is too early for them to engage in 

any WTO negotiations on e-commerce as they are still grappling with the changes brought about by 

the digital economy.  

E-commerce in the AfCFTA 
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At an AU conference in 2018, members recognized that e-commerce could help realize the objectives 

of the AfCFTA, and contribute to Agenda 2063. However, there was no consensus on integrating e-

commerce into the AfCFTA framework. Nevertheless, an important step for e-commerce development 

came with the adoption of the AU-mandated Digital Trade and Digital Economy Strategy in January 

2019. Going forward, three policy options may be considered for e-commerce in the AfCFTA: 

1. An e-commerce protocol as an instrument within the AfCFTA agreement. 

2. An African digital economy strategy covering the governance of cross-border e-commerce and 

related issues. 

3. E-commerce perspectives integrated into existing AU instruments. 

Regardless of the approach taken for e-commerce in the AfCFTA, African countries can support the 

development of e-commerce through investments in digital policy capacities, e-readiness evaluations, 

academic research and technical assistance (ECA et al., 2019). 

Discussion question 

Why do you think there is a lack of appetite for African countries generally to engage in WTO 

negotiations towards an agreement on e-commerce? Do you think the same reticence applies to 

integrating e-commerce in the AfCFTA? Why, or why not? 
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3.6 Key messages 
 

1. With negotiations on trade in goods, trade in services, and dispute settlement concluded, 

phase 2 of the negotiations will focus on ‘WTO-plus issues’, such as investment, competition 

policy and intellectual property rights (IPR).  

2. The lack of WTO reference points, especially in the area of competition policy, makes the 

second phase of the negotiations more complicated than the first. 

3. The investment landscape in Africa is strewn with arrangements of all kinds. These include 

investment codes at the national level, bilateral investment treaties, model investment 

treaties at the level of the RECs, and a Pan-African Investment Code, adopted in 2017, at the 

continental level. 

4. The investment protocol can draw on existing rules, especially at the regional level; it should 

feature new-generation innovations that enhance transparency and predictability of rules. 

5. The investment protocol should be built on four pillars, namely investment promotion and 

facilitation, investment protection, investor obligations and State commitments. 

6. Competition policy aims at promoting fair and healthy competition; it can address anti-

competitive behaviour by multinationals, create better opportunities for small firms, and 

ensure more efficient market outcomes.  

7. There is a multitude of competition regimes and institutions across Africa, which an AfCFTA 

competition protocol will have to rationalize. 

8. A future competition protocol must aim to safeguard the gains from AfCFTA liberalization by 

strengthening the region’s capacity to deal with anti-competitive practices; harmonize 

minimum standards of corporate conduct; and improve governance and transparency in 

competition policy in Africa. 

9. An effective intellectual property (IP) regime can help promote private investment and 

entrepreneurship, innovation and competition, thus advancing the objectives of the AU’s 

Agenda 2063.  

10. An IP protocol in the AfCFTA can help address Africa’s fragmented IP framework while 

potentially compensating for the shortcomings of the WTO TRIPs Agreement. 

11. A future IP protocol should provide guiding principles for national IP law and policy as well as 

for engagement of African countries in international IP treaties.  

12. However, developing one substantive IP regime for the whole of Africa can be a daunting task 

for the negotiators. They should aim for the right balance between ambition and effectiveness. 

13. The rise of the digital economy creates both opportunities and challenges for Africa. Barriers 

to e-commerce development at various levels can deny African economies a chance to achieve 

structural transformation through higher value addition and new jobs. 

14. At the regional level, SADC and COMESA are leading the digital integration process. Conversely, 

ECOWAS and EAC are yet to develop a regional e-commerce strategy. 

15. There is no WTO agreement on the trade-related aspects of e-commerce. However, a group 

of 76 WTO members launched negotiations on a plurilateral agreement on e-commerce in 

January 2019. Nigeria is the only African country to take part in the negotiations. 

16. There is no consensus on integrating e-commerce into the AfCFTA. However, a range of 

options could be considered. The most ambitious of these would see a full-fledged e-

commerce protocol in the AfCFTA framework. Conversely, e-commerce perspectives could be 

integrated into existing AU instruments. 
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LEARNING OBJECTIVES

• Explain the potential welfare gains and losses arising from the AfCFTA

• Identify the vulnerable groups affected by the AfCFTA and discuss 
policies to mitigate their losses

• Assess the likely effects of the AfCTA on industrialization prospects in 
Africa, focusing on SMEs

• Understand how the AfCFTA could affect Africa’s women



ASSESSING WELFARE EFFECTS OF THE

AFCFTA

Theoretical considerations
• Welfare effects of FTAs analyzed in terms of trade creation and trade diversion 

following Viner (1950)
• Trade creation – increase in trade due to FTA-induced trade liberalization

• As protection falls and resources are allocated more efficiently, consumer 
surplus increases. Hence, trade creation effect is positive. 

• Trade diversion – diversion of imports from more-efficient third countries to the 
country with lower tariffs in the FTA, which now enjoys a preference margin
• Trade diversion leads to loss of consumer surplus and is welfare-reducing.

• In addition to these static effects, there are dynamic effects – arising from 
economies of scale, cheaper inputs, enhanced competition

• Intra-Africa trade likely to get a boost from trade liberalization as AfCFTA
commitments are implemented
• Since such trade is known to be intensive in manufactures, the AfCFTA can be a 

boon for industrialization in Africa
• Wider benefits likely to follow from enhanced cooperation, innovation and 

technology transfer



ASSESSING WELFARE EFFECTS OF THE

AFCFTA/2

Estimated impacts

• Most estimates of AfCFTA impacts based on simulations using computable 
general equilibrium (CGE) models

• These studies differ along many dimensions, e.g. 

• whether complementary policies (e.g. reduction of NTBs) are 
implemented; 

• whether domestic income distribution effects are considered; 

• whether the model allows for dynamic effects, etc. 

• They tend to focus on goods exclusively.

• Despite these variations, there appears to be broad convergence on the 
potential impacts of the AfCFTA

• Most studies put the welfare gain at an average 2% - rather small

• Most, if not all, countries would gain from the AfCFTA



ASSESSING WELFARE EFFECTS OF THE AFCFTA/3

Estimated impacts: review of selected studies

• Mevel and Karingi (2013)

• Examine the impact of the continental FTA with full tariff liberalization, 
supplemented by trade facilitation

• Intra-Africa trade estimated to increase by 52.3% by 2022, much of due to 
expansion of industrial exports

• Both skilled and unskilled workers in the agriculture and non-agriculture sectors 
would gain

• Trade facilitation, implemented alongside tariff liberalization, maximizes the 
impact of the CFTA 

• Chauvin et al. (2016)

• Estimate the cumulative impact of trade liberalization under the AfCFTA in 6 
African countries

• Consider 4 incremental scenarios: tariff liberalization on agricultural and 
manufactured goods, respectively; 50% reduction in NTBs; 30% reduction in 
transaction costs

• Find that welfare increases by 2.64% by 2027, with the reduction in NTBs and 
transaction costs contributing most to welfare gains



ASSESSING WELFARE EFFECTS OF THE

AFCFTA/4
Estimated impacts/2

• ECA (2018)

• Assess the impact of tariff liberalization under various AfCFTA scenarios

• Find that GDP would increase by about 1% and exports by 3%

• Intra-Africa trade estimated to increase by up to 25% by 2040

• Small economies could gain most while the loss of tariff revenue (less than 10%) 
would be modest

• Abrego et al. (2019)

• Estimate the welfare effects of full tariff elimination and partial reduction in NTBs 
under the AfCFTA on 45 African countries. Services trade liberalization assumed 
to be zero.

• Find that the welfare gains from tariff liberalization alone are very small (0.05%)

• However, a 35% reduction in NTBs causes welfare to increase by 1.7%, with the 
effect increasing non-linearly with the magnitude of the reduction in NTBs

• All countries gain from trade liberalization, though not equally. 

• In 20 countries, the welfare gain exceeds the median for Africa



IMPACT ON AFRICA’S INDUSTRIALIZATION

• Manufactured goods make up 36% of intra-Africa exports compared to 24% of 
African exports to the rest of the world. 

• AfCFTA-induced trade liberalization can stimulate the development of SMEs in the 
manufacturing sector, further increasing the share of manufactured exports 

• The AfCFTA Agreement includes several provisions that support the AU’s 
Accelerated Industrial Development of Africa (AIDA)

• The Protocol on Trade in Services can help boost intra-Africa services trade as well 
as merchandise exports by enhancing competitiveness of inputs and services

• The complementary protocol on the free movement of persons can help catalyse 
opportunities through better flows of skills and capital

• Forthcoming protocols on Investment, on Competition, and on IPR can provide 
added stimulus to industrial development

• Simulation studies confirm the AfCFTA’s potential impacts on industrial output in 
Africa
• ECA (2018): Increase in intra-Africa trade most pronounced in industrial sectors
• Abrego et al. (2019): Over 60% of the increase in income under the AfCFTA will 

come from higher manufacturing output, compared to 16% from the 
agriculture sector.



VULNERABLE GROUPS

• While the AfCFTA may entail aggregate welfare gains some groups may incur adjustment 
costs as resources are reallocated across sectors

• E.g. from import-competing industries to expanding export sectors

• However, AfCFTA-induced adjustment costs likely to be small - because

• Intra-Africa trade is generally a small proportion of a country’s trade

• Much of intra-Africa trade takes place through REC FTAs, where tariffs are already low

• The AfCFTA provides for exclusion lists and safeguards

• Exclusion lists allow member-states to omit specific sectors from trade liberalization 
commitments or allow longer periods to implement such commitments

• Safeguards allow member-states to raise tariffs temporarily to protect themselves 
from import surges

• The impact of adjustment costs can be minimized by using flanking policies 

• These are measures such as subsidies, trade facilitation and other incentives to 
compensate losers from trade liberalization

• Four vulnerable groups can be easily identified:

• Smallholder farmers

• Cross-border traders

• Women

• Youth
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Unit 4.  Impacts of the AfCFTA 
 

Learning outcomes 

At the end of this module, the participant should be able to: 

• Explain the potential welfare gains and losses arising from the AfCFTA  

• Identify the vulnerable groups affected by the AfCFTA and discuss policies to mitigate their 

losses 

• Assess the likely effects of the AfCTA on industrialization prospects in Africa, focusing on SMEs 

• Understand how the AfCFTA could affect Africa’s women. 

 

Essential reading 

ARIA Report VIII 

Viner, J. (1950). The customs union issue. New York: Carnegie Endowment for International Peace, 

London: Stevens & Sons. 

 

Supplementary reading 

Abrego, L., Amado, M.A., T. Gursoy, G.P. Nicholls, and H. Perez-Saiz (2019). “The African Continental 

Free Trade Agreement: Welfare Gains Estimates from a General Equilibrium Model”, IMF Working 

Paper WP/19/124. 

ECA (2018). “An empirical assessment of the African Continental Free Trade Area modalities on goods”, 

Mimeo. 
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4.1 Assessing the welfare effects of an FTA: Theoretical considerations 
 

The welfare effects of FTAs were first analysed by Viner (1950) in terms of trade creation and trade 

diversion. Trade liberalization causes the level of trade between two or more countries in an FTA to 

increase. This is the trade creation effect. The exporting country finds its exports increase, allowing it 

to use its resources more efficiently according to its comparative advantage. As protection falls, the 

importing country produces less of the good in which it has no comparative advantage. Everybody 

gains as consumer surplus increases.  

Trade diversion occurs when lower tariffs between two countries in an FTA causes imports from third 

countries to fall as trade is diverted to the country with lower tariffs. The latter is not the most efficient 

producer globally. Its competitive edge derives from the fact that, as a member of an FTA, it enjoys a 

preference margin that is not available to external partners. This is the trade diversion effect: it leads 

to greater inefficiency and a loss of consumer surplus and is, therefore, welfare-reducing. 

Trade creation and trade diversion are the static effects from trade liberalization, as originally 

conceived by Viner (1950). But there are also various dynamic effects that are realized over the long 

term. For example, firms have access to cheaper inputs and larger markets for their products, resulting 

in greater efficiency and economies of scale. A larger regional market also attracts cross-border 

investment and FDI, and promotes competition. Freer trade makes it easier for firms to integrate into 

regional value chains. Consumers benefit from lower prices and a greater variety of products. 

In the case of the AfCFTA, intra-African trade is likely to get a boost from trade liberalization, and since 

such trade is known to be more intensive in manufactures than Africa’s trade with the rest of the world, 

the AfCFTA can actually work as a catalyst for industrialization and structural transformation across 

Africa. More generally, it can be an excellent platform for cooperation and dialogue on a broad range 

of issues relevant to Africa’s development. The AfCFTA can spur technology transfer and innovation 

while sustaining peace and security in the region (ECA, AU and AfDB, 2017). All of this is ultimately 

beneficial to economic growth and poverty alleviation. 

 

Activity 4.1  

Refer to the following example of trade creation and trade diversion. Study the cases carefully to 

understand the conditions under which there are net welfare gains when two countries join a regional 

trade agreement (i.e. the trade creation effect exceeds trade diversion). What does this imply about 

potential welfare gains to your country from the AfCFTA? 

 

 

4.2  Estimated impacts 
 

The economic effects of free trade areas are usually assessed through one of two approaches:  

1. Ex-post evaluations seek to estimate the observed impact of an FTA using econometric 

methods, such as gravity model;   

2. Ex-ante evaluations attempt to estimate the impact of a future FTA using simulation models, 

such as partial equilibrium models or computable general equilibrium (CGE) models.  

https://www.economicsonline.co.uk/Global_economics/Trade_creation.html
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Since the AfCFTA has just been launched, its effects are yet to unfold. Hence, studies that have sought 

to model the impacts of the AfCFTA are mostly based on simulations. They vary in focus, methodology 

and assumptions, coverage of countries and sectors, and depth of analysis (e.g. whether, and to what 

extent, it goes beyond tariff liberalization). The following presents an overview of the empirical 

literature, focusing on the some of the most recent work. 

Mevel and Karingi (2013) examine the impact of the continental FTA with the removal of all tariffs on 

trade between African countries. This analysis is then supplemented by considering the intra-regional 

effects of improved trade facilitation using a database on trade costs. The net effects of the AfCFTA 

are found to be positive. It is estimated that intra-Africa trade would increase by 52.3% (US$34.6 

billion) in 2022, compared with a baseline scenario without the AfCFTA.  Africa’s industrial exports are 

forecast to enjoy the biggest gains, expanding by 53.3% (US$27.9 billion). Workers, both skilled and 

unskilled, would gain from a rise in real wages in the agricultural and non-agricultural sectors. 

Supplementing the AfCFTA with trade facilitation measures would maximize the impact of the AfCFTA 

on Africa’s industrialization and ensuring that all countries gain from the AfCFTA (ibid.) 

Chauvin et al. (2016) model the cumulative impact of trade liberalization within the AfCFTA in six 

African countries.1 They consider four incremental scenarios: the elimination of tariffs on agricultural 

goods, and on manufactured goods, respectively; a 50% reduction in non-tariff measures; and a 30% 

reduction in transaction costs. They find that the impacts become larger over time, with welfare 

increasing by 2.64% by 2027. In particular, the reduction in non-tariff measures and transaction costs 

are found to contribute most significantly to improving welfare. For example, adding the 50% cut in 

NTMs to tariff liberalization increases aggregate welfare gain from 0.46% to 1.66%, and adding the 

50% reduction in transaction costs contributes another 1 percentage-point increase in welfare, 

approximately. The authors also link the simulation results to household survey data to assess the 

effect of the AfCFTA on specific segments, including female or male-headed households, urban or rural 

groupings, and different income groups. They find the effects of the continental FTA to be asymmetric 

but positive for all these groups, with the particular groups that gain most varying by country. 

ECA (2018)’s assessment is based on various scenarios implied by the schedule of liberalization agreed 

under the AfCFTA (Table 1), two distinct liberalization approaches — the tariff line approach (whereby 

a minimum percentage of tariff lines is liberalized) and a double quantification approach (whereby a 

minimum percentage of tariff lines, representing no less than the same percentage of the total value 

of imports, is liberalized) — and three options based on the degree of sensitivity of imports. 

Table 1. Schedule of liberalization envisaged under the AfCFTA 

 
Source: ECA (2018) 

 
1 These are Burkina Faso, Cameroon, Cote d’Ivoire, Ethiopia, Madagascar, and Nigeria. 
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The results show that the overall effects are rather small. Africa’s global GDP and welfare would 

increase by nearly 1%, and exports by 3%. However, the increase in intra-Africa trade is projected to 

be much larger — between 15% and 25% by the end of 2040. This could lift the share of intra-Africa 

trade to over 50%, depending on the speed and depth of liberalization. Moreover, the findings suggest 

that small economies, such as ‘the group of 7’ have little to fear: in fact, they stand to gain the most 

from tariff liberalization — as much as 26% increase in exports to Africa in the case of 100% tariff 

liberalization. The loss of tariff revenue, estimated between 6.5% to 9.9%, is modest.  

More recently, a group of IMF economists have estimated the welfare effects of the AfCFTA for 45 

African countries using a trade-based CGE model that considers various scenarios involving full 

elimination of tariffs and a partial reduction in the tariff-equivalent of NTBs (Abrego et al., 2019). No 

trade liberalization is assumed in the service sectors. They find that the welfare effects of tariff 

liberalization alone are very small (an increase of 0.05%), consistent with the fact that both applied 

tariffs in Africa and the share of intra-Africa trade are generally low.  

However, reducing NTBs have stronger effects: a 35% reduction in NTBs increases welfare by 1.7%, 

with the cumulative increase in welfare (i.e. including tariff liberalization) amounting to 2.1%. 

However, the welfare effects of NTB reduction are non-linear. A 45% cut in NTBs causes welfare to 

increase by almost 4% whereas a 25% reduction in NTBs generates only a 1% increase in welfare. 

All countries gain from trade liberalization, though not equally (Figure 4.1). In nine of these countries, 

welfare increases by 5% or more, and in 20 countries, welfare gains exceed the African median. The 

largest gains accrue to countries with the most open economies, where openness is measured as the 

trade share of GDP. Countries with higher initial levels of trade restrictions also gain proportionately 

more.  

Figure 4.1. Welfare gains from trade liberalization (tariffs and NTBs) under AfCFTA Agreement 

 

Source: Abrego et al., 2019 
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The empirical studies surveyed above differ along many dimensions, including whether policies 

complementary to tariff liberalization, such as reduction of NTBs and transaction costs, are 

implemented; whether domestic income distribution effects are considered; and whether the model 

allows for dynamic effects. Most of them focus on goods exclusively; services, which constitute the 

bulk of GDP in most economies, are not considered due to data limitations. Future research should 

also try to adapt better CGE models to the realities of Africa, such as the large share of the informal 

economy and of informal intra-regional trade. Interestingly, despite these variations, there appears to 

be broad convergence on the potential impacts of the AfCFTA, with most studies putting the welfare 

gain at an average 2%, and finding that most, if not all, countries would gain from it. 

 

Activity 4.2  

Read carefully the Abrego et al. (2019) and ECA (2018) papers, and answer the following questions: 

Based on Abrego et al. (2019) 

1. Discussing the welfare gains from a reduction in trade barriers under the AfCFTA, the authors 

argue that the “largest proportional gains tend to accrue to the countries with the most open 

economies”. Later in the same paragraph, they claim that “countries facing higher trade 

barriers also [tend] to gain more” (p. 21).  Are these statements contradictory? Explain. 

2. What is the relationship between welfare gains and fiscal revenue suggested by the study? 

Why? 

Based on ECA (2018) 

3. Why are some of the smallest countries likely to gain most from the AfCFTA? What implications 

does this finding have for the Group of Seven (see the ECA (2018) paper)? 

4. Why are welfare gains likely to be underestimated in the paper? 

 

4.3  Vulnerable groups and accompanying policies 
 

Although the AfCFTA will entail welfare gains in the aggregate, adjustment costs may be incurred by 

specific groups during a transition period as resources are reallocated over time from sectors that are 

adversely impacted by trade liberalization (such as import-competing industries) to those that benefit 

from new opportunities (such as expanding export sectors). The magnitude of adjustment costs 

depends on both the depth of the trade liberalization induced by the AfCFTA, and the length of the 

implementation period. Deeper tariff cuts will generate more substantial adjustment costs as will 

shorter implementation horizons, although they are also expected to generate greater trade-related 

benefits. 

However, there are reasons to believe that tariff liberalization under the AfCFTA will amount to a 

relatively moderate trade shock. First, intra-Africa trade currently constitutes a small proportion of the 

typical African country’s trade — something that the AfCFTA is meant to change. Second, most intra-

Africa trade is between closely proximate countries or immediate neighbours, and much of it takes 

place through REC FTAs, where some degree of trade liberalization has already occurred. Third, the 

AfCFTA provides for exclusion lists and safeguards that allow member-states to omit from trade 

https://www.imf.org/en/Publications/WP/Issues/2019/06/07/The-African-Continental-Free-Trade-Agreement-Welfare-Gains-Estimates-from-a-General-46881
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liberalization those sectors that are deemed to be most sensitive and/or to phase their liberalization 

commitments over longer implementation periods. 

Exclusion lists and safeguard measures are built into the AfCTA Agreement, but these are not the best 

policy options for addressing adjustment costs, and should, in any case, be used sparingly and with 

caution. A better alternative is to apply adjustment assistance to sensitive sectors or vulnerable groups 

adversely affected by the AfCFTA. Such adjustment assistance is among the flanking policies that 

governments can use to smooth the impact of the AfCFTA (ECA, AU and AfDB, 2017). It consists of 

redistributing gains through subsidies, trade facilitation and other incentives to compensate the losers 

from trade liberalization. 

Vulnerable groups 

It is easy to identify four vulnerable groups. First among them are smallholder farmers who represent 

over 50% of Africa’s agricultural producers. While the AfCFTA is foreseen to create significant 

opportunities for agricultural exports across a broad range of sectors, and higher wages for unskilled 

workers (ILO and UNCTAD, 2013), smallholder farmers may not benefit substantially as they are 

connected to export markets through intermediaries who may usurp any potential gains. 

Accompanying policies should therefore support the integration of smallholder farmers into larger 

value chains. Simplified rules of origin requirements, trade facilitation measures that help them comply 

with export-related SPS, aid for reskilling to focus their production on export opportunities, and 

financial assistance for the acquisition of equipment appropriate for new activities should also help 

ease the adjustment costs. 

Cross-border trading contributes substantially to national economies and employment in Africa. Yet, 

cross-border traders are often involved into the informal sector where they face challenges to carry 

out their activities. They are vulnerable to harassment and violence at the hands of border officials 

who take advantage of their lack of knowledge of customs procedures to extract illicit payment. They 

may be subject to excessive duties, even on goods that should not attract any levies, and sometimes 

their goods may be confiscated. The AfCFTA offers an opportunity to assist and protect this vulnerable 

group as the elimination of tariffs makes it easier for such traders to operate through formal channels. 

However, complementary trade facilitation measures could be of added benefit. A good example is 

the Simplified Trade Regime in COMESA, which streamlines clearing procedures and rules-of-origin 

requirements to qualify for COMESA preferential duties. The free movement of economic operators 

could also support small traders if the relevant Protocol pays particular attention to the plight of this 

group in its implementation beyond the overt focus on large companies. 

Women constitute a third vulnerable group. Women continue to be subject to discrimination in the 

labour market and gender parity is at the heart of AU’s Agenda 2063 and the UN’s SDGs. African 

women achieve only 87% of men’s human development (UNDP, 2016). The impact of the AfCFTA on 

women, though expected to be positive, varies according to the specific trade and tariff structures of 

a country and the income and consumption characteristics of its households (Chauvin et al., 2016). In 

agriculture, women’s potential to benefit from the opportunities brought about by freer trade is 

limited by the fact that they tend to concentrate in low-value subsistence crops rather than cash crops 

for export. The challenge, therefore, is to make women’s participation in agriculture more productive 

and to connect female agricultural workers to export food markets (UNCTAD, 2014). Women also 

account for about 70% of informal cross-border traders, further underscoring the urgency for targeted 

trade facilitation measures to protect them. 
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Finally, Africa’s youth, representing 60% of the continent’s population, remains ever-vulnerable. 

Africa’s youth bulge, a potential source of a demographic dividend, deserve special attention. Indeed, 

youth being side-lined by economic developments, or the lack thereof, constitutes a major challenge. 

A shortage of economic opportunities for the youth has contributed to high youth unemployment and 

working poverty rates approaching 70% (ILO, 2016). Structural transformation is required to generate 

gainful employment for new entrants into the labour force. In this, the AfCFTA can be a key ally as 

trade liberalization creates new employment opportunities through export diversification and 

structural transformation. However, these opportunities need to be supported by appropriate 

education, skills development, and innovation policies. 

4.4 The AfCFTA and industrialization prospects in Africa 
 

The growth of intra-African trade has helped promote Africa’s industrial export sectors since 2000. As 

noted in Unit 1, manufactured goods currently make up 36% of intra-Africa exports compared to 24% 

of African exports to the rest of the world. Trade liberalization induced by the implementation of the 

AfCFTA can further stimulate the development of SMEs in the manufacturing sector as opportunities 

to access new markets and regional value chains emerge.  

Industrialization-related provisions in the AfCFTA Agreement 

Moreover, the AfCFTA includes provisions that are consistent with the imperative of industrialization 

enshrined in the AU’s Accelerated Industrial Development of Africa (AIDA). The AIDA initiative has six 

key objectives:  

• Integrate industrialization in national development policies;  

• Maximize the use of local productive capacities and inputs;  

• Add value to abundant natural resources;  

• Develop small-scale and rural industries;  

• Take maximum advantage of Africa’s partnerships to enable the transfer of technology; and  

• Establish and strengthen financial and capital markets. 

The Protocol on Trade in Services can help boost intra-Africa services trade and ensure competitively 

priced inputs for African manufacturers, thus enhancing industrial efficiency and competitiveness. In 

this, the forthcoming Protocols on Investment, on Competition, and on intellectual property rights 

(IPRs) can lend added stimulus. Last, but not the least, the complementary protocol on the free 

movement of persons, including economic operators such as traders, business persons and investors 

can help catalyse the opportunities provided through freer trade in goods and services and 

unrestricted flows of investment to maximize the use of regional productive capacities in the 

manufacturing sector (ECA, AU and AfDB, 2017). 

Simulation studies already highlight the impacts of the AfCFTA on industrial output and 

industrialization prospects in Africa. For example, the ECA study shows that the resulting increase in 

intra-Africa trade will be most pronounced in industrial sectors, with intra-Africa trade in 

manufactured goods alone increasing by between 25% and 30% — the largest increase among all 

sectors — by 2040 (ECA, 2018). The IMF study finds that over 60% of the increase in income following 

the implementation of the AfCFTA will come from higher manufacturing output, compared to a mere 

16% from the agricultural sector (Figure 4.2). 
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Figure 4.2. Sector contributions to income changes (under the combined baseline scenario) (%) 

 
Source: Abrego et al. (2019). Note: Low values for the service sectors derive from the fact that the model 

does not account for any services trade liberalization.  

 

 

Discussion questions 

1. Identify the welfare impact of the AfCFTA for your country from any of the studies reviewed 

above. Do you believe this impact to be reasonable? Why or why not? 

 

2. (a) How important is informal cross-border trade in your country?  

(b) Which sectors are most concerned by such trade?  

(c) How large is the presence of women in informal cross-border trade?  

(d) How will trade liberalization induced by the AfCFTA affect them?  
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4.5  Key messages 
 

1. Following Viner (1950), the welfare effects of FTAs are analysed in terms of trade creation and 

trade diversion. These are static effects from trade liberalization. Dynamic effects, additionally, 

arise over the long term as markets expand and the level of competition increases, resulting 

in greater economies of scale and efficiency.  

2. Most investigations of the welfare effects of the AfCFTA have used computable general 

equilibrium models, with varying assumptions and scenarios. Generally, these studies find that 

the aggregate welfare effects are rather small. They increase when NTB reduction is 

considered alongside tariff elimination.  

3. The projected increase in exports is also low but the increase in intra-Africa trade is much 

larger. 

4. Despite welfare gains in the aggregate, adjustment costs may be incurred by specific groups. 

These adjustment costs are likely to be small because the AfCFTA provides for exclusion lists, 

safeguards and greater flexibility for weaker economies, notably the LDCs. 

5. Adjustment assistance and flanking measures are needed to smooth the impact of the AfCFTA 

on sensitive sectors and vulnerable groups. Four such groups can be readily identified: 

smallholder farmers, cross-border traders, women and youth.  

6. Women, for example, tend to be concentrated in low-value agriculture and in informal cross-

border trade. Connecting them to export food markets and protecting them through targeted 

trade facilitation measures can ensure that they share in the gains from the AfCFTA. 

7. The AfCFTA augurs well for Africa’s industrialization. Evidence suggests that the increase in 

intra-Africa trade will be most significant in the manufacturing sector. The Protocol on Trade 

in Services, and the forthcoming protocols on investment, competition, and intellectual 

property rights can each support the industrialization thrust in Africa. 
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Module 5: Making the AfCFTA
work

by

Vinaye Ancharaz, PhD, FCMI



LEARNING OBJECTIVES

• Take stock of the current status of implementation of the AfCFTA
Agreement

• Understand the initiatives set up by the AU and partner organizations 
to support and monitor implementation

• Critically assess the policies and measures needed to make the 
AfCFTA work

• Understand the importance of national AfCFTA strategies as 
complementary measures to optimize the benefits of the AfCFTA

• Describe the AfCFTA’s governance architecture and institutional 
arrangements

• In particular, appreciate the role of AfCFTA national committees in the 
implementation of the Agreement



IMPLEMENTING THE AFCFTA

• Some critical elements, such as schedules of concessions for trade in goods, rules of 
origin, guidelines and institutions, remain to be completed.

• Nevertheless, the AfCFTA has entered its operational phase on July 2019 following an 
AU decision in Niamey on that date.

• The Niamey Summit decided that tariff liberalization as per agreed schedules would 
commence on 1 July 2020
• Non-LDCs will liberalize 90% of their imports in equal instalment over the next 5 

years; LDCs will have 10 years; the Group of Six will have 15 years.
• The Summit launched 5 complementary initiatives to support implementation of the 

Agreement:

• AfCFTA product-specific rules of origin covering 90 per cent of tariff lines

• An online NTB mechanism (for reporting and monitoring non-tariff barriers)

• A Pan-African digital payments platform (that will allow traders to settle in local currency)

• An online portal for tariff negotiations

• The AU trade observatory (providing trade data and information)

• All members are expected to come up with a checklist of obligations and steps taken to 
ensure implementation of the Agreement



POLICIES NEEDED TO MAKE THE AFCFTA
WORK

• ARIA IX considers 
potential  
complementary 
measures along 5 
components of an 
export path to 
optimize the benefits 
of the AfCFTA (see 
chart):

• Investment

• Production

• Trade 
facilitation

• Trade-related 
infrastructure

• Import defense



AFCFTA NATIONAL STRATEGIES

• National AfCFTA strategies can help leverage complementary AfCFTA measures by 
bringing them together into a coherent whole
• They can help identify sectors of comparative advantage, trade opportunities, 

current constraints and emerging challenges
• They can inform policies and complementary measures needed to take full 

advantage of the AfCFTA
• ARIA IX describes 8 key elements of a national AfCFTA strategy, including:

• A situational analysis 
• A SWOT analysis 
• Strategic objectives, action plan, and M&E framework
• A communication plan

• Cross-cutting issues of gender equality, environment and climate change should 
receive due attention in national AfCFTA strategies

• A participatory approach to the development and implementation of national 
AfCFTA strategies critical to ensuring their effectiveness 



INSTITUTIONAL

ARRANGEMENTS

• The architects of the AfCFTA
have made conscious efforts to 
ensure that the Agreement is 
implemented to the fullest 
extent 

• Central to implementation are 
the AfCFTA institutional 
framework, set out in articles 9 
to 13 of the Agreement, and 
further sub-structures detailed
in the protocols and annexes
(see chart)

• The AU Assembly acts as the 
oversight body, providing 
political and strategic guidance

• The Council of Ministers — the 
main decision-making 
institution for the AfCFTA — is 
mandated to establish and 
supervise the AfCFTA Secretariat 
and attendant committees and 
sub-committees.



INSTITUTIONAL ARRANGEMENTS/2

AfCFTA National Committees
• The Agreement explicitly calls for an AfCFTA National Committee to 

be set up in each country for the effective implementation of the 
AfCFTA.
• The Committee should ideally be created by the Ministry of Trade as part of the 

country’s AfCFTA National Strategy

• It should be inclusive in its composition, and organized into specialized teams according 
to expertise and/or interest.

• The Committee can propose concrete steps to take advantage of opportunities created 
by the AfCFTA

• It can also make recommendations about how to strengthen sectors coming under 
competitive pressure
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MODULE 5: MAKING THE AFCFTA WORK  

PREPARED BY 
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MODULE LEARNING OBJECTIVES  

• Take stock of the current status of implementation of the AfCFTA Agreement, and 
understand the initiatives set up by the AU and partner organizations to support and 
monitor implementation 

• Critically assess the policies and measures needed to make the AfCFTA work 

• Understand the importance of national AfCFTA strategies as an approach to 
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Unit 5.  Making the AfCFTA work 
 

Learning outcomes 

At the end of this module, participants should be able to: 

• Take stock of the current status of implementation of the AfCFTA Agreement, and understand 

the initiatives set up by the AU and partner organizations to support and monitor 

implementation 

• Critically assess the policies and measures needed to make the AfCFTA work 

• Understand the importance of national AfCFTA strategies as an approach to complementary 

measures to optimize the benefits of the AfCFTA 

• Describe the AfCFTA’s governance architecture and institutional arrangements 

 

Essential reading 

ARIA Report VIII and IX 

AU and ECA (2020). African Continental Free Trade Agreement: Questions & Answers, Updated. 

January 2020. 

 

Supplementary reading 

Borchert, I., B. Gootiiz, A.G. Goswami, and A. Mattoo (2012). “Landlocked or Policy Locked? How 

Services Trade Protection Deepens Economic Isolation.” World Bank Policy Research Working Paper 

No. 5942. Available at SRN: https://ssrn.com/abstract=1983103 

IMF (International Monetary Fund) (2019). “Is the African Continental Free Trade Area a Game 

Changer for the Continent?” In Sub-Saharan Africa Regional Economic Outlook 2019. Washington, DC: 

International Monetary Fund. 

 

https://ssrn.com/abstract=1983103
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5.1 Implementing the AfCFTA 
 

While the AfCFTA has entered into force with the threshold level of ratifications reached in April 2019, 

much remains to be done before African countries can fully trade under the terms of the Agreement. 

The framework for implementation is still under development. Schedules of concessions for trade in 

goods, rules of origin and schedules of specific commitments for trade in services are yet to be 

finalized. Technical work on various guidelines and regulations remains to be completed. Moreover, 

several of the critical institutions needed to administer the Agreement and monitor its 

implementation, and the infrastructure needed to ensure effective connectivity among member-

countries, are still in the making. All of this will take time and will require significant investments.1  

Operationalizing the AfCFTA2 

The ‘operational phase’ of the AfCFTA was launched by an Extraordinary AU Summit in Niamey in July 

2019. The Summit decided that technical preparations be finalized to commence the dismantling of 

tariffs on goods traded under the AfCFTA by 1 July 2020. Accordingly, most states, or where 

appropriate, regional groupings, are currently at advanced stages of preparing their tariff offers, 

identifying which products will be liberalized in specified timeframes.  

Starting 1 July 2020, tariffs on 90% of goods traded between AfCFTA state Parties are to be 

reduced in equal annual instalments until they are eliminated within 5 years for non-LDCs and 10 

years for LDCs.3 For an additional 7% of ‘sensitive’ goods, tariff cuts will be phased over 10 years 

for non-LDCs and 13 years for LDCs. A final 3% of ‘excluded’ products will retain their tariffs but 

will be subject to a review every five years.  

As regards rules of origin — a particularly thorny issue in the negotiations and yet so critical to 

the effective operationalization of the Protocol on Trade in Goods — 90% of the work had been 

completed by September 2019. The Niamey Summit directed negotiators to submit final 

schedules of outstanding Rules of Origin to the February 2020 session of the Assembly of the 

African Union. It is therefore expected that the complete schedules of Rules of Origin will be ready 

ahead of the 1 July 2020 deadline when tariff liberalization will formally start. 

Liberalization of the services market will take longer. The AfCFTA Protocol on Trade in Services 

sets up the parameters for a first round of negotiations to cover just five sectors, namely business 

services, communication services, financial services, tourism and travel related services, and 

transport services, with all other service sectors to be addressed in subsequent negotiations. State 

Parties also need to negotiate mutual recognition agreements (MRAs) and regulatory cooperation 

frameworks, which will complement services market liberalization by improving regulatory 

convergence and harmonization.  

 
1 https://www.chathamhouse.org/expert/comment/african-continental-free-trade-area-could-boost-african-
agency-international-trade 
2 AU and UNECA (2020). African Continental Free Trade Area: Questions & Answers. Updated (January 2020) 
3 The so-called ‘G6’ group of countries (Ethiopia, Madagascar, Malawi, Sudan, Zambia and Zimbabwe) are 
allowed the extra flexibility of cutting their tariffs on 90% of goods over a longer period of 15 years. This group 
initially included Djibouti too. 

https://www.chathamhouse.org/expert/comment/african-continental-free-trade-area-could-boost-african-agency-international-trade
https://www.chathamhouse.org/expert/comment/african-continental-free-trade-area-could-boost-african-agency-international-trade


Online training on Making the African Continental Free Trade Area (AfCFTA) work 

   
  | Page 5/18  

 

IDEP  

Rue du 18 juin 

BP 3186 CP 18524 

Dakar - SENEGAL 

 

 +221 33 829 55 00 

  +221 33 822 29 64 

   

 

idep@unidep.org 

http://www.unidep.org    

 

 

 

The Niamey Summit also decided that the AfCFTA Secretariat will be established by 31 March 

2020 in Accra, Ghana. Finally, it launched five complementary initiatives to support the 

implementation of the AfCFTA: 

a. AfCFTA product-specific rules of origin covering 90 per cent of tariff lines  

b. A Continental Online Mechanism for Monitoring, Reporting and Eliminating Non-Tariff 

Barriers 

c. A Pan-African Payments and Settlements System  

d. An Online Portal for Trade in Goods Tariff Negotiations  

e. The AU Trade Observatory 

 

AfCFTA obligations checklist 

To guide the implementation process, it is expected that all countries will come up with a checklist 

that describes their obligations and the preparatory steps required to ensure that those obligations 

are effectively met. Table 5.1 gives an example of such a checklist that the ECA has prepared for Sierra 

Leone.  

Table 5.1. AfCFTA active obligations checklist: An example 

Provision Obligation Preparatory steps required 

Agreement Establishing the African Continental Free Trade Area 
Article 7: Phase 
II Negotiations 

Enter into Phase II 
negotiations in: intellectual 
property rights, investment, 
and competition policy 

• Identify national-level public and private sector 
stakeholders in each phase II topic  

• Coordinate with national-level stakeholders to 
identify defensive and offensive negotiating 
interests 

• Actively engage in phase II negotiations and review 
progress with national-level stakeholders 

Article 11: The 
Composition 
and Functions 
of the Council of 
Ministers 

Prepare for biannual 
ministerial-level participation 
in AfCFTA Council of Ministers 
meetings, as well as 
appropriate-level 
participation in committees 
thereafter established by the 
Council of Ministers  

• Ensure ministerial-level participation is budgeted 
and planned for in trade ministry annual planning 

• Designate and budget for, as required, country 
representation in Committees and Sub-Committees 
established by the Council of Ministers, including 
those on goods and services. 

Article 12: 
Committee of 
Senior Trade 
Officials 

Prepare for the biannual 
participation of the 
Permanent Secretary in the 
AfCFTA Committee of Senior 
Trade Officials meetings 

• Ensure Permanent Secretary’s participation in 
Committee of Senior Trade Officials meetings is 
budgeted and planned for in Trade Ministry annual 
planning 

Article 17: 
Notification 

Trade agreements, 
commitments and proposed 
trade measures to be notified 
to the AfCFTA Secretariat 

• Any future trade agreements, commitments and 
proposed trade measures to be notified to the 
AfCFTA Secretariat 

Article 26: 
Registration and 
Notification 

WTO notification • Notify ratification of the AfCFTA agreement to the 
WTO through the country’s WTO representative in 
Geneva 

Article 28: 
Review 

Review of the AfCFTA in 2024 • Identify issues concerning the effectiveness of the 
AfCFTA in preparation for the 5-year review in 2024  
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Provision Obligation Preparatory steps required 

Protocol on Trade in Goods 

Part II: Non-
Discrimination 

Provide most-favoured nation 
treatment (subject to 
reciprocity), national 
treatment, and special and 
differential treatment 

• General obligations requiring no immediate 
preparatory steps 

Part III: 
Liberalization of 
Trade  
 

Reduce import tariffs in 
accordance with agreed 
scheduled of tariff 
concessions and determine 
eligibility for AfCFTA 
preferences in accordance 
with Annex 2 on Rules of 
Origin.  
Refrain from imposing 
quantitative import and 
export restrictions. 

• Direct Customs to modify tariff books in accordance 
with the AfCFTA-agreed tariff schedule 

• Direct Customs to recognize AfCFTA Rules of Origin 

• Provide training, where necessary, to customs 
officers on AfCFTA Rules of Origin provisions 

Annex 2: Rules 
of Origin, Article 
34 Notification 

Exchange addresses and 
specimens of the stamps and 
signatures to be used by 
Customs (or alternatively 
designated authority) for the 
issuance of certificates of 
origin  

• Determine authority to be charged with the 
issuance of AfCFTA rules of origin 

• Direct such authority to share its addresses, stamp 
specimens and signature with the AfCFTA 
Secretariat 

Annex 3: 
Customs 
Cooperation 
and Mutual 
Administrative 
Assistance 

Ensure customs tariff 
nomenclatures are consistent 
with the applicable version of 
the Harmonized System; 
ensure non-discrimination 
and transparency in the 
valuing of goods for customs 
purposes; cooperate in 
customs offences 
investigations; and exchange 
information on changes in 
customs law 

• Designate a Customs contact point for cooperating 
in the prevention and investigation of customs 
offences and the exchange of customs information, 
and inform other State Parties of that contact point 

Annex 4: Trade 
Facilitation 

Provide for a trade facilitation 
enquiry point and 
establish/maintain a National 
Committee on Trade 
Facilitation, and ensure 
customs transparency, 
advanced rulings, pre-arrival 
processing, electronic 
payments, release of goods, 
post-clearance audits, 
authorized operators, 
expedited shipments, uniform 
documentation and provision 
for review and appeal of 
customs administrative 
decisions. 

• Nominate a trade facilitation ‘enquiry point’ for 
traders, and notify the AfCFTA Secretariat of their 
contact information 

• Establish and maintain the National Trade 
Facilitation Committee 

• Ensure that export, import and transit procedures, 
practical steps, laws, regulations, relevant applied 
duties, fees and charges, and contact information 
are available online 

• In accordance with Annex 4 of the Protocol on 
Trade in Goods, ensure that advanced ruling, pre-
arrival processing, expedited shipments, uniform 
documentation, and electronic payment of duties 
and fees are available for importers as well as 
providing for procedures for the release of goods 
prior to the final determination of duties and fees 
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Provision Obligation Preparatory steps required 
• Ensure that post-clearance audits are in place for 

customs 

• Ensure that Authorised Operators measures are 
available 

Annex 5: Non-
Tariff Barriers 

Provide for the national Non-
Tariff Barrier institutions as 
required for the operation of 
the AfCFTA Non-Tariff Barrier 
Mechanism and ensure that 
the staff are trained to 
undertake their functions as 
directed by this Annex. 

• Nominate a National Focal Point on Non-Tariff 
Barriers 

• Establish a National Monitoring Committee for 
identifying, resolving and monitoring Non-Tariff 
Barriers 

• Ensure that the National Focal Point and 
Monitoring Committee for Non-Tariff Barriers have 
been trained on their functions under Annex 5 of 
the AfCFTA Protocol on Trade in Goods, and in 
particular Appendix 2 to that Annex 

Annex 6: 
Technical 
Barriers to 
Trade 

Provide for a standards liaison 
focal point and cooperation in 
standards 

• Designate a standards liaison focal point 

• Promote cooperation between the country’s 
standards body and those of other State Parties in 
the development and harmonization of standards, 
conformity assessment, accreditation and 
metrology as well as transparency in technical 
standards 

Annex 7: 
Sanitary and 
Phytosanitary 
Measures 

Provide a National Focal Point 
for SPS notifications, ensure 
appropriate SPS protections 
and recognise as equivalent 
the SPS measures of AfCFTA 
exporting countries 

• Designate a National Focal Point for fulfilling the 
SPS notification requirements of the AfCFTA 

• Ensure appropriate SPS protections 

• Recognize the SPS measures of the exporting 
AfCFTA countries as equivalent, subject to 
demonstration of validity 

• Cooperate over the development and 
harmonization of SPS measures 

Annex 8: Transit Provide transit traffic 
freedoms 

• Authorize a Transitor to prepare AfCFTA Transit 
Documents for those wishing to transit goods under 
the AfCFTA to neighbouring countries 

• Ensure that customs officials are trained to 
acknowledge and respect AfCFTA Transit 
Documents  

Protocol on Trade in Services 

Part IV: General 
obligations and 
disciplines 

Provide most-favoured nation 
treatment (subject to 
reciprocity), transparency, 
special and differential 
treatment, and general 
exceptions 

• General obligations requiring no immediate 
preparatory measures 

Part V: 
Progressive 
Liberalization 

Set out schedules of specific 
commitments through 
successive rounds of services 
negotiations beginning with 
the 5 priority sectors to 
improve services market 
access 

• Identify and consult with private and public sector 
services stakeholders to inform negotiating 
objectives (this can follow the suggestions of the 
ECA’s AfCFTA Trade in Services Toolkit) 

• Outline (or consolidate in one negotiating 
document) commitments already made at 
autonomous, GATS and regional levels, drawing on 
existing reviews, such as the 2013 National Study 
on List of Specific Commitments for the EPA 
Negotiations on Services 
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Provision Obligation Preparatory steps required 
• Identify additional commitments which could be 

made – leading to a ‘WTO-plus’ offer consistent 
with the intent of the AfCFTA 

• Validate identified commitments with national 
stakeholders 

Protocol on Dispute Settlement 
General 
Protocol 
Obligations 

Collective Protocol obligations • Engage in consultations, conciliation and mediation, 
and disputes as and when required in accordance 
with the obligations and rights under the AfCFTA 
Agreement 

 

Activity 5.1  

How ready is your country to kick off tariff liberalization, starting 1 July 2020? In your answer, consider 

the following: 

a. Has your country drawn up a checklist like that in Table 5.1 above? 

b. Have key stakeholders (the business community, consumer associations, traders, etc.) been 

consulted/informed? 

c. Have the authorities done a preliminary assessment of the potential impacts? If so, have any 

mitigating measures, if necessary, been identified? 

d. Are the customs authorities fully cognizant of the process and the new tariff schedules? Have 

they received appropriate training, if needed?  

 

5.2 Critical policies needed to make the AfCFTA work 
 

The promised benefits of the AfCFTA would not be realized unless countries buttress the Agreement’s 

implementation with complementary measures. ARIA IX considers five such measures along an export 

path: investment, production, trade facilitation, trade-related infrastructure and import defense. 

There is also a critical need for members to design and implement effective national AfCFTA strategies 

to take full advantage of the AfCFTA. Figure 5.1 links the key reforms brought about by the AfCFTA 

Agreement to the export path and highlights the complementary measures needed at each step. 
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Figure 5.1. Complementary measures along the export path 

 

Notes: A refers to the AfCFTA Agreement; S refers to the Protocol on Trade in Services, G Goods, I Investment, C Competition, 

and IP Intellectual Property. Numbers indicate articles. Subsequent “A” numbers indicate annexes. For example, G.A2 

indicates Annex 2 of the Protocol on Trade in Goods. 

Source: ECA et al. (2019) 

 

Investment measures 

Investment is the first step in building capacity to leverage on the opportunities created by the AfCFTA. 

The AfCFTA Agreement treats investment directly through the Protocol on Investment to be 

negotiated in Phase 2 as well as through Mode 3 (commercial presence) of the Protocol on Trade in 

Services. The liberalization of previously protected sectors (for goods and services) opens up to 

investment opportunities for member-countries. However, this process is not automatic and should 

not be taken for granted. African countries can enhance their attractiveness as an investment 

destination by undertaking institutional reforms aimed at strengthening investor protection, and by 

providing incentives such as tax holidays and investment facilitation measures, such as one-stop 

shops, designed to improve the business environment. This requires African governments to develop 

and implement national investment plans; set up investment promotion agencies; partner with other 

member-countries to learn from their experiences; and collaborate with specialized development 

organizations for support and guidance. 

Productive capacity development 
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The AfCFTA provides access to a consolidated market of over 1.2 billion consumers. While this creates 

significant trade opportunities, the ability of any country to benefit from them depends on what it 

produces and exports. Productive capacity is determined by resource endowments, entrepreneurial 

and institutional capabilities, and production linkages (UNCTAD, 2006). The more diversified an 

economy is, the greater is its potential to trade. Hence, the AfCFTA emphasizes the need for structural 

change in Africa.  

The agenda for building productive capacity includes at least three elements. First, African countries 

can proactively use industrial policy to identify and promote sectors in which they have an underlying 

competitive advantage. This requires providing appropriate infrastructure, capital, skills and 

technology, and supporting the development of domestic and export markets (UNCTAD, 2018). It also 

calls for African governments to support SME development through dedicated efforts and policies; to 

attract larger FDI inflows into promising sectors; and to leverage the potential of the agricultural sector 

for agro-industrial development and greater value-addition. 

Second, realizing the promise of the AfCFTA requires developing both overarching and sector-specific 

capacity, and since much of trade happens through value chains, strengthening productive capacities 

along these value chains will be of paramount importance. The AfCFTA’s approach to value chains is 

to maximize regional effects by creating regional innovation centres and pooling resources in regional 

configurations to share technical skills and other capabilities. Regional value chains are both a feature 

of regional integration and a metric for how successful regional integration initiatives, such as the 

AfCFTA, have been. 

Finally, any effort at capacity development must pay due attention to Africa’s under-exploited services 

sector. In this, the AU’s Services Sector Development Programme (SSDP), a blueprint for the 

development of efficient and internationally competitive service sectors in Africa, could be a useful 

tool. The SSDP aims to increase services exports, boost employment in the service sector, and improve 

Africa’s attractiveness to foreign direct investment (ECA et al., 2019). It helps AU member-states 

liberalize services — unilaterally, through the RECs or at the level of the AfCFTA — and strengthen 

regulatory frameworks for key service sectors. The SSDP can be a good complement to the Protocol 

on Trade in Services, and can help boost intra-African services trade in line with the trade policy 

objectives set out in the BIAT Action Plan. 

Trade facilitation measures 

Trade facilitation addresses a wide range of non-tariff barriers that raise trade costs for businesses 

and restrict trade. The AfCFTA trade facilitation provisions are closely related to those in the WTO 

Trade Facilitation Agreement (TFA), so member-countries can align their efforts to conform to 

commitments in both the AfCFTA and the TFA. In particular, countries may use aid-for-trade support 

committed through the WTO TFA Facility to help finance required trade facilitation improvements 

(ECA et al., 2019). 

African countries can take complementary and reinforcing trade facilitation measures while executing 

the AfCFTA Agreement. These include implementing an AfCFTA NTB mechanism to report, monitor 

and eliminate NTBs; investing in standards infrastructure and harmonization; and introducing a 

continental simplified trade regime that can help small and informal cross-border traders benefit from 

the AfCFTA. The operational tools launched at the Niamey Summit can be of immense help to African 

states in implementing the Agreement’s provisions related to trade facilitation as well as in taking 

advantage of the economic opportunities created by the AfCFTA. 
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The Continental Non-Tariff Barrier Mechanism, available at https://tradebarriers.africa/home, is a 

digital platform through which businesses and traders can submit, in real time, any complaint related 

to non-tariff barriers that they or members of their community have been subjected to in the conduct 

of their economic activity. These complaints are then forwarded by an administrator to nominated 

focal points in the reporting and offending countries, as well as relevant RECs and the AfCFTA 

Secretariat, for oversight and intervention, if necessary. Progress on a case can be monitored publicly 

on the website. 

The Pan-African Payments and Settlements System (PAPSS) can also serve as a key instrument of trade 

facilitation, easing payments, reducing trade costs and, ultimately, boosting intra-Africa trade. 

Launched by the African Export-Import Bank at the Niamey Summit, the continent-wide digital 

platform will make it possible for African companies and traders to clear and settle intra-Africa trade 

transactions in their local currencies, thus reducing dependence on hard currencies in regional trade 

payments. It could save the continent more than US$5 billion per annum in transaction costs as well 

as help formalize a significant proportion of the estimated US$50 billion of informal intra-African 

trade.4  

Last, but not least, the AU Trade Observatory, set up in collaboration with the EU and ITC, is a web-

based tool that aims to provide stakeholders across the continent reliable, up-to-date trade 

information and statistics. It will enable entrepreneurs to identify market opportunities arising from 

the AfCFTA and help policymakers to effectively monitor implementation of the Agreement. 

Trade-related infrastructure 

A recent study by the IMF finds that “trade logistics is the most important direct impediment to intra-

regional trade” in Africa, far more important than the restrictive effects of tariffs. Africa is notorious 

for inadequate and defective roads, railways and transport networks, poor and costly air and sea 

access, erratic electricity supply, and weak ICT infrastructure. The total cost of all projects identified 

in the Program for Infrastructure Development in Africa (PIDA) to address the continent’s 

infrastructure needs by 2040 amounts to US$ 360 billion. It is clear that effective implementation of 

the PIDA can in turn support the AfCFTA. African countries, especially those that are landlocked and 

face steep trade costs, should double up efforts to mobilize financing for infrastructure development.  

Physical infrastructure, however, is only part of the problem. Poor logistics management practices 

often act as non-physical barriers to trade, and they persist even as physical infrastructure improves. 

They include high port dwell times, road stops (including at weighbridges and police checkpoints) and 

cumbersome border-crossing procedures. Addressing these soft infrastructure constraints requires 

that trade facilitation efforts be aligned with new infrastructure development. For example, one-stop 

border posts can greatly enhance the flow of traffic along new transport corridors; electronic cargo 

management can speed up clearance times at upgraded port facilities; and harmonized or mutually 

recognized standards for vehicle load and dimension controls can ease trade along new road 

connections. 

Another, well-documented, non-physical barrier to trade is poor telecommunications and air access 

policies in African countries. World Bank research shows that these policies are significantly more 

restrictive in landlocked countries, accentuating their economic isolation (Borchert et al., 2012). 

 
4 https://www.gtreview.com/news/africa/africas-continent-wide-payment-and-settlement-system-launched/ 

https://tradebarriers.africa/home
https://www.gtreview.com/news/africa/africas-continent-wide-payment-and-settlement-system-launched/
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Services liberalization in these sectors, even of a moderate degree, can thus lead to significant gains 

and boost returns on aid-for-trade facilitation investments.  

Import defense measures 

Trade liberalization can impose adjustment costs on an economy as some sectors expand to take 

advantage of new export opportunities while other sectors contract under the weight of import 

competition. While such adjustments are necessary to improve economic efficiency in the long run, 

adjustment costs must be managed in the short term to ensure that the liberalization process remains 

on track. 

Several mechanisms in the AfCFTA agreement help ease short-term adjustment shocks. First, trade is 

liberalized only gradually — over 10 years for LDCs and 5 years for non-LDCs. Second, countries may 

designate 7% of their imports as “sensitive products” that benefit from longer liberalization periods. 

Third, a country may exclude a final 3% of products from liberalization entirely, to be reviewed only 

at a later point. Finally, additional provisions on flexibility in the AfCFTA agreement, including annex 9 

on trade remedies, allow state parties to temporarily halt liberalization. There are “general 

exceptions” and exceptions related to security and balance of payments in both goods and services 

trade, as well as anti-dumping and countervailing measures, and exceptions for infant-industry 

protection in the Protocol on Trade in Goods, and related annexes. 

In any case, the low level of intra-Africa trade means that any adverse impact of trade liberalization 

will be modest. Moreover, countries can take additional measures to counteract such effects. They 

can pool their resources to establish specialized institutions to monitor import competition, diagnose 

the extent of injury caused to domestic stakeholders, and offer appropriate remedial advice. African 

governments can also strengthen their national trade ministries and set up platforms via which private 

sector actors can communicate any trade-related grievances to the authorities. 

 

5.3 AfCFTA national strategies as complementary measures 
 

National AfCFTA strategies can provide a coherent, integrated, participatory and strategic approach 
towards measures to ensure AfCFTA implementation at national levels taking into consideration 
progress made at regional levels. They complement national trade policies and conduct a SWOT 
analysis of a country’s production and trade dynamics. This helps identify sectors of comparative 
advantage, key trade opportunities, current constraints and emerging challenges within the scope of 
the AfCFTA Agreement. Ultimately, the analysis informs policies and complementary measures 
required to take full advantage of the AfCFTA. 
 
The cross-cutting issues of gender equality, environment and climate change should receive due 
attention in national AfCFTA strategies. These issues are critical if African countries are to maximize 
their economic diversification and trade potential. Women are key players across all economic sectors 
in Africa, particularly trade. They constitute more than 70% of SMEs in Africa and play an important 
role in the fight against poverty. Yet, they are often marginalized owing to gender-related constraints, 
including legal and social norms in many countries (ECA et al., 2019). Mainstreaming gender with 
special consideration for the needs and interests of women is essential in implementing the AfCFTA. 
Addressing environmental issues and climate change is also necessary to promote sustainable 
development and make progress towards the SDGs.  
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For the AfCFTA national strategies to be effective, their development—from design to implementation 
and monitoring—should follow a participatory approach. Indeed, such an approach is called for by the 
Agreement’s multi-dimensional and cross-cutting nature. Participation, including through multi-
stakeholder consultations, allows different actors’ needs and interests to be assessed and eventually 
reflected in policies. This process leads to synergies towards common objectives; it builds consensus 
around the key pillars of the AfCFTA national strategies and strengthens stakeholder buy-in (ibid.). 
 
Activity 5.2  
Refer to Table 3.4 of the ARIA IX Report (p. 88).  
 
1. What are the key elements of a national AfCFTA strategy? 
2. Find out whether your country has such a strategy.  

a. If it does, examine its design. How far does it conform to the model proposed above?  
b. If it does not, explain why.  

 

5.4 Institutional arrangements 
 
The launch of the AfCFTA in July 2019 has received mixed reaction from the discerning public, including 
Africans themselves. This sentiment is well captured in the phrase “A good thing, but…” In an opinion 
piece, Krippahl (2019) notes: “The newly signed African free trade agreement is hailed as a huge step 
forward by some, but criticized as a mammoth project with little chance of ever coming true by 
others.” This pessimism has also been expressed by some African policymakers, who urge that 
member-countries put aside rhetoric and focus on the AfCFTA agreement as a matter of real business.  
 
The architects of the AfCFTA have made conscious efforts to ensure that the Agreement is 
implemented to the fullest extent and that the rest of the integration process remains on track. Central 
to implementation are the AfCFTA institutional framework, set out in articles 9 to 13 of the Agreement, 
and further sub-structures detailed in the protocols and annexes (ECA et al., 2019) (Figure 5.2). 
 
The African Union Assembly of Heads of State and Government (“the Assembly”) is at the apex of the 
implementing institutions. It acts as the oversight body, providing political and strategic guidance. The 
Assembly’s membership is comprehensive and extends beyond the AfCFTA membership, reflecting 
the hope that all AU member-states will eventually be part of the AfCFTA. It also ensures that AfCFTA 
institutions are aligned with AU institutions.  
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Figure 5.2. Institutional framework for implementing the AfCFTA 

 

 

 Source: ECA et al. (2019) 

 

The Council of Ministers — the main decision-making institution for the AfCFTA — is mandated to 

establish and supervise the AfCFTA Secretariat and attendant committees and sub-committees. It 

proposes legal, financial and structural decisions for approval by the Assembly. Reporting to the 

Council of Ministers, the Committee of Senior Officials fulfils two key functions: it acts as a clearing 

house for technical decisions submitted to the Council, and it, in turn, ensures implementation of 

Council decisions by following up on relevant sub-committees. Finally, the Agreement provides for a 

secretariat — a functionally autonomous, intergovernmental institution within the AU system — that 

ensures that state parties retain ownership and sovereignty over implementation of the AfCFTA 

Agreement (ibid.). 

A focus on AfCFTA National Committees 
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The Agreement explicitly calls for regional or national committees, including national committees on 

trade facilitation and non-tariff barriers, to be set up for the effective implementation of the AfCFTA. 

Ideally, the national committees should be created by the Ministry of Trade as an integral part of the 

country’s AfCFTA National Strategy. They should, at a minimum, comprise representatives from the 

business community, government departments and trade unions, organized into specialized teams 

according to their expertise or interest. In addition to being responsible for the proper implementation 

and monitoring of their country’s obligations, the AfCFTA national committees could also think 

collectively about how best to leverage the opportunities presented by the AfCFTA and how to address 

any emerging challenges. A good example of the working of AfCFTA National Committees comes from 

South Africa (see Box 5.1). 

 

 

Discussion questions 

1. Critically assess whether the AfCFTA Agreement can be implemented in its current form. 

Explain what additional steps the AUC can take to ensure full and effective implementation of 

the Agreement. 

2. Find out whether your country has set up an AfCFTA National Committee. 

a. If it has: Describe the composition of the Committee. How often is it convened? Has any 

responsibility been assigned to the Committee yet?  

b. If has not: Find out whether such a Committee is in the pipeline. Explain the delay in 

operationalizing the Committee.  

c. Are there any other committees or sub-committees set up to support implementation of 

the AfCFTA Agreement?  

 

Box 5.1. South Africa’s AfCFTA National Committee 

South Africa’s Ministry of Trade and Industry launched an AfCFTA National Committee in August 

2019. In the same spirit, the ministry has set up working groups and committees on export 

promotion, special economic zones, and the digital economy. The National Committee, which 

comprises sector-level teams, is tasked to identify which products South Africa could export to 

other African countries, and propose concrete steps to realize such exports. It should also highlight 

vulnerable products in need of special attention, and measures to strengthen these sectors. 

One of the first tasks for the National Committee was to look for new export markets for South 

African poultry — a sector with great export potential under the AfCFTA. The government has 

consulted with local poultry producers and importers to develop a growth strategy for the sector. 

A Poultry Master Plan is currently in preparation. 

In a statement, Minister Ebrahim Patel said that South Africa needed to “find a road to a more 

competitive, inclusive industry employing more South Africans. There are opportunities for us to 

sell more chicken meat in other parts of the world, increase our capacity and bring down prices 

for local consumers.” 

Source: https://www.golegal.co.za/national-committee-afcfta-set/ 

 

https://www.golegal.co.za/national-committee-afcfta-set/
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5.5 Conclusion 
 

A Litmus test for the AfCFTA will arise when the welfare losses from the Agreement — whether in 

terms of loss of tariff revenue or injury to local industry subject to cheaper imports — become evident. 

While the AfCFTA will also generate economic gains, these are likely to occur over the long term as 

countries continue to liberalize markets and open up borders, and tap into new opportunities for 

industrialization. In the short run, however, policymakers may lack the patience and the foresight to 

persevere under pressure from domestic interest groups lobbying for protection of all kinds. In the 

absence of unflinching commitment to the AfCFTA from African leaders, backtracking will be the norm. 

But, in addition to political will, effective institutions, good policies and broad stakeholder 

consultations can help mitigate costs, tap emerging opportunities and build ownership of the AfCFTA. 

This is the path that African policymakers should follow.  
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5.6  Key messages 
 

1. While critical elements, including liberalization schedules, guidelines and institutions, are yet 

to be completed, the AfCFTA has entered its operationalization phase following an AU Summit 

decision in July 2019 in Niamey. The Summit agreed that tariff liberalization should commence 

on 1 July 2020. It launched five important initiatives to support implementation of the 

Agreement, including an online NTM mechanism, a continental digital payment platform, and 

the AU trade observatory. 

2. Among the critical policies needed to make the AfCFTA work are five measures along an export 

path, proposed by ARIA IX, namely investment, production, trade facilitation, trade-related 

infrastructure, and import defense. 

3. Investment in the AfCFTA can be supported by national investment plans, investment 

promotion agencies, and partnerships with other countries and organizations. 

4. Increasing productive capacity and diversifying the export base are critical to taking advantage 

of the new market opportunities created by AfCFTA liberalization. The agenda to develop 

productive capacity includes the proactive use of industrial policy, the use of sector-specific 

strategies to optimize regional value chains, and the development of a competitive service 

sector, including through the AU’s Service Sector Development Programme. 

5. Trade facilitation measures can support AfCFTA trade opportunities through an effective NTB 

mechanism, investment in standards infrastructure, and introduction of a continental 

simplified trade regime to help small and informal traders gain from the AfCFTA. The recently-

launched continental digital payment platform can significantly reduce trade costs and spur 

regional trade, if optimally deployed. 

6. Trade-related infrastructure-building can be supported through effective implementation of 

the Programme for Infrastructure Development in Africa, and logistics management to align 

trade facilitation with infrastructure development. There is also a need to revisit services trade 

policy to open up service sectors. 

7. National AfCFTA strategies can complement national trade policies in the effective 

implementation of the AfCFTA Agreement. Such strategies should be participatory and should 

mainstream cross-cutting issues like gender and climate change. 

8. The architects of the AfCFTA provide for an institutional framework for the implementation 

of the Agreement. This framework is set out in articles 9 to 13 of the Agreement; further sub-

structures are detailed in the protocols and annexes. It comprises of the African Union 

Assembly at its apex, a Council of Ministers, a Committee of Senior Trade Officials and an 

AfCFTA Secretariat. 

9. At the country level, AfCFTA national committees can play an important role in the effective 

implementation and monitoring of the Agreement. These committees should be set up with 

the blessing of the country’s Ministry of Trade; they should include relevant stakeholders, with 

specific responsibilities, and have a clear agenda. 
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