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Introduction

The Agreement Establishing the African Continental Free Trade Area (AfCFTA) entered 
into its operational phase on 1 July 2019 with 54 signatory countries. By June 2020, 30 
countries had ratified the Agreement.1 The Agreement includes the Protocol on Trade 
in Goods, the Protocol on Trade in Services and the Protocol on Rules and Procedures 
on the Settlement of Disputes. In addition, the Agreement also paves the way for the 
adoption of rules on investment, competition and intellectual property rights which are 
the topics for the second round of negotiations. Negotiations on trade in services (part 
of phase 1) in the second half of 2020 will culminate in the submission of schedules of 
commitments by States parties.

As traditionally defined, services are typically intangible in form, with service delivery 
at times being inseparable from the service provider and requiring the immediate con-
sumption by a consumer in order for the service to effectively be rendered. That is the 
case in traditional services industries, such as hospitality and transportation. In contrast 
to trade in goods, services involve access to and utilization of, property or resources, 
rather than their ownership. In the digital age, in which the dynamics of production, trade 
and work are being changed by technologies, the nature and delivery of services is also 
being transformed, and new modalities for trading in services are opening up through 
e-commerce.

Furthermore, when assessing the contribution of services to trade in manufactured 
items, it becomes apparent that as much as 45 per cent of trade in intermediate goods 
world-wide is composed of embedded and/or embodied services (see box 1 for the clas-
sification of services in modern productive systems). Services constituted 23 per cent 
of total global trade in 2018 (UNCTAD, 2019b), and services sectors account for a sig-
nificant proportion of economic activity and output in Africa. Thus, they are crucial to 
the implementation of the continent’s economic integration and development agenda; in 

1 The Agreement entered into force on 30 May 2019, 30 days after the twenty-second instrument of ratification 
was deposited.
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2017, over 53 per cent of the continent’s aggregated gross domestic product (GDP) was 
attributed to services sectors. In most African countries, services sectors accounted for 
up to 49 per cent of GDP (AfDB, AU, ECA and UNCTAD, 2019). There are opportunities 
for growth in African services sectors, since the World Trade Organization estimates 
that services as a share of global trade could increase by 50 per cent by 2040 (WTO, 
2019). Thus, the importance and potential of services to propel trade-led growth of an 
economy, including to serve as a driver for trade in goods, cannot be underestimated. 
Against that backdrop, services sectors are especially crucial for African countries when 
considered in the context of the increasingly young populations and the imperative of 
creating decent and productive employment.

In that light, the AfCFTA Agreement may provide opportunities to unleash the potential 
of the African services economy. In order for that to happen, services trade negotiations 
under the Agreement need to pursue a deep and ambitious services liberalization agen-
da. Doing so will ensure that the creation of a continental market will have a profoundly 
positive effect on the structure of national economies and enhance their prospects for 
trade, employment and industrialization.

Under the AfCFTA Agreement, States parties are expected to make ambitious liberal-
ization offers and commitments that exceed those made bilaterally within Africa, or with 
countries from other regions. This ambitious goal is in line with the objective to promote 
African economic integration and development through trade. 

Box 1: Classification of services in modern productive systems

Services in modern productive systems can be classified in three ways: stand-
alone, embedded and embodied. Stand-alone services are those that are offered 
independently, or which constitute the core of a productive structure. An exam-
ple is a restaurant, which offers diners hospitality services. 

Embedded services are those that are provided as part of a value chain that 
contributes to the delivery of the final good. For example, one of the embedded 
services involved in the sale of an Ethiopian rose in a South African market would 
typically be chilled air cargo service.

Embodied services are those that are delivered using a good as a medium. A 
typical example is an application or software used on a mobile devicwe. It exists 
independently from the device but relies on the latter to be delivered and con-
sumed. 

Source: (Shepherd, 2019).
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1. Introduction

The purpose of the present guide is to support negotiations on services under the Agree-
ment through a simple tool by which negotiators can: (a) map national and regional in-
terests; (b) anticipate the potential effects of liberalization on different stakeholders and 
the economy as a whole; and (c) formulate offensive and defensive negotiating positions 
that take into consideration national and regional synergies while limiting conflicts.

The guide is organized as follows:

• Section 2 addresses the importance of consultation in the formulation of negotiating 
positions.

• Section 3 provides questionnaires to anticipate the potential impact of services trade 
liberalization on trade, employment and prospects for industrialization.

• Section 4 highlights the importance of government services.

• Section 5 discusses informality in economies and provides questionnaires to antici-
pate the potential impact of liberalization on informal sectors.

• Section 6 emphasizes the importance of a gender lens in the liberalization of trade in 
services.

• Section 7 addresses complementary measures that are necessary to enable the tem-
porary movement of people.

• Section 8 provides a checklist to use in preparing for negotiations on services.
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Liberalization of services under the AfCFTA Agreement will occur through successive 
rounds of negotiations. The five priority sectors in the first round are business and pro-
fessional services, transport, tourism, financial services and communication services.2 
Negotiators of countries and regional economic communities will present requests for 
the liberalization of other economies. They will also evaluate requests for the liberaliza-
tion of their economies. 

It is important to note that liberalization can take many forms, as countries are at liberty 
to determine the extent of foreign participation in their economies. Accordingly, in eval-
uating the impact of liberalization, it is necessary to clearly consider the type or level of 
liberalization envisaged. Evaluation through the four modes of services supply that are 
outlined the General Agreement on Trade in Services is useful in considering various 
liberalization scenarios. 

2 See the guidelines for services negotiations under the Protocol on Trade in Services.

Box 2: Services modes of delivery 

Services can be delivered through the following four supply modes:

Mode (1): Cross-border
Definition: Services supplied from the territory of one country to the territory of 
another. 

Example: A user in Country A receives services from Country B through telecom-
munications or postal infrastructure. 

Consultation and the formulation  
of negotiating positions
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2. Consultation and the formulation  of negotiating positions

Negotiating positions reflect policy priorities, economic and social ambitions, sectoral 
regulation and policies, as well as the positions/interests of stakeholders within econ-
omies. National and regional negotiating positions are organized into offensive and de-
fensive interests:

• Offensive interests are those that countries and regional economic communities 
seek from the economies of their counterparts in negotiations 

• Defensive interests are those that countries and regional economic communities 
seek to pursue or protect within their own economies

Mode (2): Consumption abroad
Definition: Services supplied in the territory of one country to a service consum-
er in another country.

Example: Nationals of  Country A have travelled abroad as tourists, students or 
patients to consume the respective services in Country B.

Mode (3): Commercial presence
Definition: Services supplied by a supplier of one country, through commercial 
presence, in the territory of another country.

Example: A service is provided in Country A by a locally-established affiliate, sub-
sidiary or representative office of a foreign-owned and -controlled company (e.g., 
a bank, hotel group or construction company).

Mode (4): Presence of natural persons
Definition: Services supplied by a supplier of a given country, through the pres-
ence of natural persons of a country in the territory of another. 

Example: A national of Country A provides a service in Country B as an indepen-
dent supplier (e.g., a consultant or health worker) or employee of a service sup-
plier (e.g., a consultancy firm, hospital or construction company).

Source: General Agreement on Trade in Services, article I (2).



6 Negotiat ions for the l iberal izat ion of services under the Agreement  
Establ ishing the Afr ican Continental Free Trade Area

Stakeholder consultat ion guide

Determining national interests is not a simple undertaking; stakeholder interests often 
may diverge, and the impact of liberalization on different groups may vary. Accordingly, it 
is necessary to formulate negotiating positions on the basis of wide-ranging consultations. 

The following examples highlight possible differences in the perception and experience 
of liberalization within national economies:

Table 1: Offensive and defensive interests
Offensive interests Defensive interests

Telecommunications service 
providers of Country A seek 
new markets in country B. 

Country B seeks to limit the entry of 
foreign telecommunications service 
providers, with a view to prioritizing 
the development of its own telecom-
munications sector through the growth 
of domestic service providers.

Country B seeks to encourage foreign invest-
ment in telecommunications to create jobs and 
increase tax revenue. However, Country B also 
wants to ensure that jobs are created for its 
nationals and that investors abide by relevant 
national regulations. 

Country B may:

(a) Limit market access:*

• Not allow participation of for-
eign suppliers in the telecom-
munications sector

• Place restrictions on the num-
ber of foreign firms allowed 
to operate in the sector, or 
cap the percentage of foreign 
capital in domestic firms

Country B may:

(a) Grant market access without restriction:

• Allow foreign participation without 
condition or limitations

(b) Limit market access:

• Allow foreign participation in the 
sector with restrictions or with local 
content requirements related to the 
employment of nationals. 

(c) Limit national treatment:

• Could include restrictions on the 
number of foreign workers, or the 
provision of subsidies or tax rebates 
to domestic businesses only

* See the six types of market access limitations in article XVI of the General Agreement on Trade in Services.
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2. Consultation and the formulation  of negotiating positions

Construction services (mode 3) 

• Workers associations and manufacturers in Country A have embraced and endorsed the liberalization of professional 
and business services as presented by the Ministry of Trade. In the schedule of specific commitments, construction 
services and professional/business services have been liberalized, in all modes of supply, without restrictions on 
market access or modes of supply.

• However, professional associations are concerned about an influx of foreign construction service providers, whose 
presence would stifle opportunity for domestic companies. Professional associations and domestic companies are 
lobbying the government to make the procedure for obtaining the relevant operating license more stringent and are 
publishing op-eds in newspapers about predatory foreign services companies, which pose a threat to local busi-
nesses. The Construction Services Business Association has convinced the Ministry of Trade that it should undertake 
a professional pre-screening of foreign companies that seek to invest in the country, in order to maintain national 
standards of service delivery. 

• On that basis, the Ministry of Trade has directed the Companies Registration Agency to require that companies 
obtain a “certified operator certificate” from the Construction Services Business Association prior to company reg-
istration. 

• The Construction Services Business Association has not issued certified operator certificates to any foreign compa-
nies, claiming that they are unable to meet national standards. 

• Businesses originating in several States parties to the AfCFTA Agreement complain to their governments about the 
difficulties they face in completing company registration formalities. 

• Those States parties, in turn, take retaliatory action. 

Professional and business services (mode 1)

• A digital platform for business outsourcing in Country A facilitates the engagement in online work of professionals 
from Countries A, B, C and D. 

• Professional services firms in Country A use the platform to outsource and subcontract work to architects, lawyers 
and accountants in Countries B, C and D. The professionals in Countries B, C and D offer cheaper rates than those in 
Country A. 

• The professional associations in Country A are concerned about services being provided by unregulated and uncer-
tified service providers. 

• Clients of the professional services providers in Country A are concerned about subcontractors in Countries B, C and 
D having access to their personal data. 

• The revenue collection authorities in Countries A, B, C and D want to tax the incomes of the workers in Countries B, 
C and D.

• The digital platform for business outsourcing, professional services providers in Country A, and the professional 
subcontractors are completely happy with the current arrangement.
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Governments should consult with a range of stakeholder groups, such as professional 
bodies, traders and firms, commodity and industry associations, workers’ groups, as well 
as civil society organizations and media entities, to garner a broad range of perspectives 
in order to take informed decisions. Within the public sector, there is need for collabora-
tion among institutions such as regulators, relevant ministries and ombudsmen to foster 
the harmonized implementation of the various policies connected to the liberalization of 
services sectors. 

For each sector, it will be crucial to identify the relevant stakeholders, including but not 
limited to: 

• Public sector − Regulators; services trade policymakers; national and regional statis-
tics offices; responsible/supervisory ministries and agencies; and ombudsmen at the 
national and subnational levels.

• Private sector − Industry associations; workers’ groups; education/training provid-
ers; financiers; ombudsmen; providers of support services. 

• Civil society − Media entities; non-governmental organizations; academia; indepen-
dent experts; women and youth groups.

Through wide-ranging consultations, States parties to the AfCFTA Agreement will be able 
to anticipate the potential effect of services liberalization commitments on national and 
regional economies, and to prepare implementation approaches to maximize opportuni-
ties and mitigate losses. The following sections highlight issues and questions that should 
be considered by national governments in the formulation of negotiating positions. 

Education services (mode 2)

• Higher education institutions in Country A have entered into mutual recognition agreements with higher education 
institutions and professional associations in many States parties to the AfCFTA Agreement.

• Prospective students are encouraged to study in Country A, assured of the recognition of their qualifications in their 
home countries and within the continental market.

• However, prospective students have difficulties processing entry permits, since the Immigration Service maintains 
a complicated application procedure. Specifically, the Immigration Services requires that study visas can only be 
provided to students bound for “accredited institutions”. 

• However, the higher education institutions in Country A have not been informed about the nature of, or process to 
obtain, such accreditation.

• Prospective students with admission letters have not been able to commence programmes of study, and higher 
education institutions in Country A have been obliged to refund the fees already paid by those students. 
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Impact of services liberalization  
on national and regional economies

3

The liberalization of services sectors will have an impact on many aspects of economies, 
in particular on trade flows of goods and services, employment and prospects for indus-
trialization. There is also potential for liberalization to change the nature of competition 
among businesses, and regulators will have to adapt to new business models and practices.

Services do not exist in isolation, but are connected through value chains, as inputs to 
and enablers of the production of goods and other services. Thus, the liberalization of 
a services sector or subsector will have ripple effects on other service and manufac-
turing sectors, and by extension upon the wider economy. During consultations with 
stakeholders, it will be necessary to understand the dynamics of services within national 
economies, especially their contribution to trade, employment and industrialization. 

The following questionnaires have been created to determine the contribution of ser-
vices to national economic performance, along with the linkages among services sec-
tors, to support the formulation of informed negotiating positions. The questionnaires 
are structured to enable the mapping of the activities and actors in services sectors; to 
highlight the dynamics and patterns of trade in services; to observe the linkages among 
services sectors within the national economy and to other countries; and to identify op-
portunities in the national economy and the continental market. 

Also, it is important to account for the potential immediate and long-term impacts of 
liberalization. For example, with respect to employment, a sector that is opened up may 
suffer job losses in the short run owing to competition from abroad, since domestic firms 
may have limited capacity to compete. However, in the long term, foreign entrants may 
invest in their commercial presence and generate new jobs, and perhaps different types 
of jobs, as they start sourcing within the domestic market and the markets of other State 
parties. Therefore, it is necessary to situate the potential impact and measures in the 
context of long-term development policy and sectoral objectives. 
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Furthermore, it would be beneficial for countries to use the questionnaires alongside 
their review of requests/offers received from other countries. Where possible, the eval-
uation of the potential effects of liberalization should be concretized on the basis of re-
quests to liberalize specific sectors and modes of supply. 

3.1. Services and trade

Trade in services contributes significantly to GDP of many African countries, as indicated 
in figure 1 below. That is particularly true for island economies that have strong tourism 
and transport services sectors, along with increasingly strong cultural services sectors.

The contribution of services to national trade and economic performance can be as-
sessed through consultations with stakeholders and a review of economic data (see ta-
ble 2). 

Figure 1: Trade in services in selected African countries (percentage of GDP)
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Source: World Bank, World Development Indicators database.

Note: Trade in services is the sum of services exports and imports, divided by the value of GDP, all in current 
United States dollars.
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3. Impact of services liberalization  on national and regional economies 

Table 2: Questionnaire for trade in services

• What is the role/contribution of 
services sectors in the national/
regional economy?

• Which services sectors feature prominently in national 
economic growth and value addition?

• Which services are integrated as components into other 
growth-driving sectors (e.g., manufacturing, agricul-
ture)?

• What is the nature of services 
trade in the national/regional 
economy?

• What are the main and ancillary services imports?

• What are the main source markets for services imports?

• What are the main and ancillary services exports?

• What are the main destination markets for services ex-
ports?

• What are the volumes of services imports and under 
which modes of supply?

• What are the volumes of services exports and under 
which modes of supply?

• What are the main goods imports, and what are the ser-
vices inputs into those goods?

• What are the main goods exports, and what are the ser-
vices inputs into those goods?

• How complementary are services provided nationally to 
those that are imported? Where are the gaps? 

Countries will find it beneficial to analyse and organize their responses to the question-
naire into a dossier following the structure below:

• What is the likely effect of the liberalization of the five priority services sectors?

• What is the role of services sectors in the national economy? Which sectors and ser-
vices are at the core of economic growth and development?

• What is the current demand for services within the domestic market? What is the 
expected demand for services within the domestic market in the short, medium and 
long term?

• What is the current level of production of services in the domestic economy and what 
value do they add to the economy as a whole? What is the current level of imports of 
services into the domestic economy?
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• To what extent will liberalization (through modes 1, 2, 3 and/or 4) of the five priority 
sectors stimulate increased production and distribution of services in the domestic 
and continental markets?

• What are the opportunities to export services within the continental market?

• To which services sectors in the continental market do domestic companies seek ac-
cess? What are the regulatory and policy barriers which limit access to those mar-
kets for domestic companies?

• What is the current capacity of domestic companies to produce, distribute and ex-
port services? What are the incentives and investments needed for domestic compa-
nies to increase their capacity to produce and distribute services?

• What are potential challenges and difficulties to be encountered by domestic com-
panies, and how can these be mitigated?

• What are the opportunities for domestic firms in the national and continental mar-
kets, and how can these be pursued?

Countries should map the potential opportunity for the achievement of policy objectives 
and the growth of services sectors through the growth of trade in services. In addition, 
offensive and defensive interests in the trade of services should be identified. Barriers 
to the export of services should be identified, and offensive interests pursued through 
negotiations. Similarly, where relevant, barriers to the import of services should be eval-
uated in the context of the potential effects upon the national economy, along with con-
sideration of the actions necessary to mitigate negative effects. 

3.2. Services and employment 

The importance of services sectors can also be considered through their contribution 
to employment and job creation. In the informal sector, the services economy is likely a 
large contributor to employment. The jobs that it provides are either the main source 
of income or significantly complements disposable income in many African households. 
Services account for up to 51 per cent of jobs around the word and are the main drivers 
of employment (UNCTAD, 2019a). It is estimated that services industries account for 
10 to 70 per cent of jobs in African countries. 
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3. Impact of services liberalization  on national and regional economies 

The proportion of employment attributable to services sectors can be determined 
through consultations with stakeholders and a review of economic data, as indicated in 
table 3 below.

Table 3: Questionnaire for services and employment

• What proportion of employ-
ment is attributable to ser-
vices sectors?

• What are the main service sectors and output services?

• What proportion of employment is located within services 
sectors?

• What are the employment contributions of each service 
sector? Which sectors have greater potential for employ-
ment?

• What types of employment are 
created by services sectors?

• Where are jobs created? In large firms? In small to medi-
um-sized firms? In production? In distribution?

• What types of jobs are created? Are they permanent? Sea-
sonal? Professional? Skilled? Semi-skilled?

• What proportion of jobs are created in the formal sector?

• What proportion of jobs are created in the informal sector?

Figure 2: Employment in services (as a percentage of total employment) in se-
lected African countries 
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Countries will find it beneficial to analyse and organize their responses to the question-
naire into a dossier following the structure below:

• To what extent will liberalization (through modes 1, 2, 3 and/or 4) in the five priority 
sectors create greater opportunities for employment in the domestic market?

• What kinds of jobs will be created by liberalization (through modes 1, 2, 3 and/or 4) 
in the five priority sectors? What proportion of those jobs will be created in the for-
mal and informal sectors?

• What types of jobs are amenable to skills upgrading?

• Is there sufficient capacity in the domestic economy to supply workers for those jobs?

• To what extent will liberalization (through modes 1, 2, 3 and/or 4) in the five priority 
sectors attract workers from other countries?

• What are the regulatory and policy instruments that enable or restrict the entry of 
workers from other countries?

• What are the services sectors in the continental market to which domestic workers 
seek access?

• What are the regulatory and policy barriers that limit the access of domestic workers 
to those sectors in the continental market?

Countries should evaluate the potential of the liberalization of services sectors to con-
tribute to job creation. It is important to consider the nature of jobs to be created (i.e., 
whether they will be in formal or informal sectors, and what opportunities will be creat-
ed for different groups of workers). For the pursuit of both offensive and defensive in-
terests in the area of employment, it will be important to identify necessary complemen-
tary measures, which could include the easing of certification/licensing requirements 
for foreign workers, entering into mutual recognition agreements, and investing in skills 
upgrading for domestic workers, among others. 
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3. Impact of services liberalization  on national and regional economies 

3.3. Services and industrialization

Intra-African trade is characterized by a higher proportion of trade in industrialized 
goods than trade with other regions, which is characterized by trade in primary com-
modities (ECA, 2018). Through the removal of impediments to trade, specifically tariffs 
and non-tariff barriers, as well as the liberalization of services, the AfCFTA Agreement 
is expected to increase current levels of intra-African trade and create a consolidated 
continental market, which will serve as a catalyst for industrialization in Africa. 

Services are a critical component of increased levels of intra-African trade in goods. To 
use the example of agriculture − the only sector highlighted in the Agreement − increased 
levels of intra-African trade in value-added agricultural products could contribute to a 
drastic reduction in the food import bill, which was estimated at $35.4 billion in 2017, 
and projected to rise to $110 billion in 2025 (Shaban and AfDB, 2017). The opportunity 
for industrial and large-scale agricultural production within countries would be greatly 
expanded, which in turn could stimulate the emergence of regional industrial agricultur-
al value chains. That in itself could also enhance the resilience of the African continent in 
managing outbreaks of food insecurity more effectively, when climatic conditions such 
as drought affect populations across borders. As in other industries, large-scale agricul-
tural production requires a range of services inputs, including transportation and logis-
tics services, financial services, hospitality, professional and business services, among 
others, which could create jobs and investments in linked industries and sectors, giving 
rise to opportunities for forward and backward linkages, as well as the deepening of re-
gional integration through the aforementioned regional value chains.

The questions in table 4 would be useful in mapping the linkages between services and 
goods. 

Table 4: Questionnaire for services and trade in goods

• What input services 
are key for industri-
al production in the 
national economy 
and in other econo-
mies of interest?

• Identify priority sectors and priority goods/products/value chains to determine key 
services inputs 

• Disaggregate by level of production (i.e., small, medium or large scale) 

• What are the gaps/deficits between services inputs and services outputs/prod-
ucts?

• Which services are required for the country to achieve its industrial development 
ambitions? 

•  To what extent can those services be sourced locally or regionally? 
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Countries will find it beneficial to analyse and organize their responses to the question-
naire into a dossier following the structure below: 

• To what extent are input services imported/produced/traded within the national/re-
gional economy, and what scope is there to source input services from the domestic 
market?

• Which input services are key for the export of goods? To what extent are they pro-
duced domestically or imported?

• What are the expected increases in industrial production in the national economy, 
and to what extent will demand for services increase?

• What are the expected increases in industrial production in the other countries/re-
gions within the continental market, and to what extent would they stimulate de-
mand for services produced within the national economy?

• What are the opportunities for domestic firms in the national, regional and continen-
tal markets, and how can they be pursued?

Countries should ensure that the liberalization of services sectors aligns with industrial 
ambitions and aids the enhancement of production capacities. There will be opportuni-
ties for the export of services not only through the traditional services sectors, but also 
through the input of services into the production of goods. Therefore, it is important for 
countries to look beyond traditional services sectors, to assess what opportunities exist 
within industrial sectors across the continent.

In summary, consultation with stakeholders is key to formulating national and regional 
positions. The questionnaires provided above allow for the identification of offensive/
defensive interests and the evaluation of negotiation outcomes in the context of limited 
data and time to conduct extensive quantitative analyses of trade in services. Countries 
should undertake an evaluation of the current state of affairs, identify drivers of change, 
and anticipate the effects of new patterns of demand for and supply of services on differ-
ent stakeholders, in order to prepare negotiating positions and supporting policy actions. 
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4
Government services:  

fostering an enabling environment

Governments provide key services in economies in order to facilitate trade and business 
operations and to promote the achievement of policy objectives. Those services include 
licensing and registration, the issuance of sector-specific licenses and certification, the 
provision of entry visas and residence permits, as well as the regulation of business ac-
tivities. Regulation is central to the proper functioning of sectors and determines the 
nature of interaction between stakeholders. Issues such as workers’ protections and 
benefits, competition between businesses, consumer protection, tax collection and the 
application of standards are usually supervised by public-sector institutions. Regula-
tions are instruments for ensuring that policy objectives are achieved. 

Accordingly, it is necessary for countries to determine the roles of government in the 
five priority services sectors.
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Liberalization will place additional demands on ombudsmen and the institutions that 
regulate services sectors and trade. Anticipating the demand will assist with planning, 
as well as the mobilization of necessary resources, including finance, technical expertise 
and service channels for the execution of regulatory functions. It is also important to 
note that governments may choose not to liberalize certain services, or to restrict gov-
ernment procurement to national firms for safety, defence or strategic reasons. 

Table 5: Mapping the role of government in services sectors

What is the role of 
government in ser-
vices sectors?

• What are the broad policies, sector-specific legislation and regulations 
that apply to services, service producers and service providers?

• What are the institutions and regulators – in both the public and private 
sectors - that supervise services, service producers and service providers at 
the national, regional and global levels?

• What are the regulators and institutions that supervise consumer protec-
tion, workers’ protection and business competition at the national and re-
gional levels? Is there a regional or continental regulatory framework for 
the sector? If so, what are its features?

What rules govern 
the import and 
export of services 
under each mode 
of supply?

• Mode 1: electronic trade; cross-border payments; digital taxation; postal 
and customs rules

• Mode 2: visas; residence permits; currency convertibility

• Mode 3: foreign direct investment; company registration; local content 
regulation

• Mode 4: visas; residence permits; local content regulation 

Note: Cross-cutting services could include consumer protection, intellectual property protection, stan-
dards and licensing, among others. 
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5
Informal economy  

and services liberalization

Informal economic activities are those that occur outside the ambit of formal and official 
mechanisms. Attempts to quantify the size of the informal economy are inhibited by the 
very nature of its activities, which are undocumented and unrecorded by formal institu-
tions. In 2018, the International Labour Organization estimated that up to 85 per cent 
of jobs in Africa are located in the informal sector, compared with 68.2 per cent in Asia 
and the Pacific, 68.6 per cent in the Arab States, 40 per cent in the Americas and 25.1 per 
cent in Europe and Central Asia (ILO, 2018). In West Africa, estimates suggest that up to 
60 per cent of GDP is derived from informal activities (Benjamin and others, 2012), with 
the informal sector accounting for up to 50 per cent of national output, 80 per cent of 
employment, and 90 per cent of new jobs (Mbaye, 2015). In Central Africa, the informal 
economy employs over 50 per cent of the working population, accounting for up to 80 
per cent of jobs in the Democratic Republic of the Congo and 70 per cent of jobs in Chad 
and the Republic of the Congo (AfDB, 2019). 

The majority of businesses in Africa are micro, small and medium-sized enterprises, 
which often encounter barriers to formal trade and work, including documentation re-
lated to identity and residence, formal education and qualifications, as well as require-
ments related to the registration of capital and formalities associated with obtaining li-
censes and permits, which can sometimes be onerous. 

Examples of informality in national economies include:

a. Construction workers might be enrolled in a national biometric identity database, 
but might be engaged in itinerant or seasonal work on informal terms, i.e., without 
a written contract. In addition, the workers may be not registered with a labour ex-
change, certification body or tax authority. 
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b. A self-employed taxi driver may be registered with the government authorities that 
issue driving and vehicle licenses and with the association of privately organized 
transport service providers. However, the driver may not be registered with the rel-
evant tax agencies or the authority responsible for business registration. 

c. Micro, small and medium-sized enterprises may be registered with the authority re-
sponsible for business registration and the revenue collection authority, but employ 
workers on informal/undocumented terms and do not document transactions, thus 
avoiding payment of income taxes, pension contributions, insurance and other taxes. 

Informality is linked to low productivity, since firms and entrepreneurs that operate 
informally may not be able to utilize formal instruments and channels of growth (e.g., 
finance, insurance, capital), or access opportunities within the formal economy (e.g., gov-
ernment and corporate procurement) and thus are more vulnerable to economic shocks. 

Other issues associated with informality include the reduced opportunity for workers 
in informal firms to safeguard their rights and to access the protections and benefits 
provided by law, such as pensions, paid leave, unions, dispute resolution mechanisms 
and insurance. There is also the possibility of illegality or unfairness in contractual terms, 
especially where the employer holds the greater share of bargaining power. Similarly, 
consumers are exposed to risks arising from products and services that have not been 
certified or licensed. Furthermore, governments are deprived of tax revenues when 
transactions and services are unregulated and unobserved. In addition, the capacity of 
governments to protect consumers and workers is compromised, and data for use in 
economic planning are largely unavailable (Ogo, 2019). 

The following questions in table 6 can assist with the assessment of the nature, drivers 
and dynamics of informality within the five priority services sectors.

Countries will find it beneficial to analyse and organize their responses to the question-
naire into a dossier following the structure below: 

• What is the estimated proportion of informality in trade and work within the five 
priority services sectors?

• Which of the five priority services sectors record high levels of informal employment?

• For each of the five priority services sectors, where is informality most prevalent 
(e.g., in production; distribution; employment; business transactions)?
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• What are the drivers of informality (e.g., costs – in terms of time and money − to 
complying with formal businesses requirements; willingness; lack of information on 
opportunities for formalization)?

• What are the potential effects of services liberalization and regulatory reform on 
informal businesses and workers (e.g., competition with formal firms or workers 
from other regions; opportunities to formalize through the procurement processes 
of investor-firms; employment opportunities in the formal sector; increased or de-
creased wages; other effects)?

Within the anticipated consolidated market for services, it will be important to consider 
informal actors − their role, contributions and the challenges they face. Given that the 
Agreement enables the movement of services across borders, it will be necessary to ur-
gently explore mechanisms to formalize trade and employment in national economies 
through regulatory cooperation. 

Table 6: Assessing informality within national economies

What are the nature and 
causes of informality in 
the national economy?

• For the five priority services sectors, identify:

 � The nature of informality, such as

 � Low levels of business registration

 � Low levels of individual identity registration

 � Low levels of registration with the tax/revenue collection 
authority 

 � Low levels of registration with the certification authority

 � Low levels of registration/compliance with the standards 
authority

 � Low levels of membership in relevant private sector orga-
nizations/associations

 � Low levels of formal transactions

• What are the existing avenues for formalization in the public and 
private sectors? What are their limitations?
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Gender dimension of services

6

The AfCFTA Agreement emphasizes the objective of achieving gender equality through 
intra-African trade and mandates that governments support export opportunities for 
women.3 It is important to note that women are not a homogenous group. Women play 
various roles in an economy, including as wage workers, producers, traders, consumers 
and tax payers. While all women may face challenges, their circumstances, opportunities 
and constraints differ according to rural-urban characteristics, race, religion, caste, dis-
ability, ethnicity, social class, education, skills and resources. Trade agreements impact 
women and men differently, with women being affected to a greater extent than men 
(South Centre, 2006). Because women are not a homogenous group, they will be differ-
ently impacted by trade, depending on the above-mentioned factors. 

Although agriculture remains the main source of employment for women in Africa,4the 
services sectors employ the greatest number of women around the world (ILO, 2016). 
As a key driver of economic growth, services sectors can support the realization of gen-
der equality under the Agreement. While liberalization of services trade has the poten-
tial to generate further employment and income opportunities for women, it does not 
automatically lead to improved outcomes for them. Patterns of gender segregation are 
found in services. In developing countries, women tend to be concentrated in lower-pay-
ing jobs in trade, restaurants and hotels and in the provision of community, social and 
personal services. Only a small percentage are employed in higher-paying subsectors 
such as finance, insurance and business services. Likewise, women are well-represented 
in professional and technical jobs, but are heavily concentrated in teaching, nursing and 
other jobs traditionally considered to be “women’s occupations”. Gender-related con-
cerns have also been raised with respect to the potential impact on women of liberal-
izing particular services subsectors. In tourism, for example, the vast majority of jobs 
filled by women were found to be in less stable and lower-paying areas such as house-
keeping, food preparation, reception and petty trading (McGill, 2005). According to a 

3 See article 3(e) of the Agreement Establishing the African Continental Free Trade Area.
4 Excluding North Africa. 
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6. Gender dimension of services 

2017 UNCTAD report on trade and gender linkages in the countries constituting the 
Common Market for Eastern and Southern Africa, despite the opportunities that tour-
ism offered to advance women’s economic empowerment and gender equality, female 
tourism workers in those countries were often concentrated in lower-skilled jobs, with 
men more likely to occupy higher-paid jobs. In a similar vein, it is not clear that financial 
sector liberalization has had direct, positive effects on small-scale borrowers and savers, 
including women (McGill, 2005). Lipowiecka and Kiriti-Nganga (2016) pointed out that 
women small-scale entrepreneurs in services lacked access to capital, training, market 
information and networks and noted that, when trade in services has been liberalised, 
those entrepreneurs have often been unable to scale-up operations and take advantage 
of opportunities in export markets. 

Although the liberalization of services trade can bring important benefits, in particular 
in terms of its contribution to decent employment opportunities and inclusive economic 
growth, it could also magnify existing gender gaps and create significant risks for wom-
en. It is therefore imperative that gender perspectives are incorporated as part of the 
schedules of specific commitments on trade in services. The questions in table 7 below 
allow for the assessment of the participation of women in services sectors and support 
the identification of measures through which women can take maximum advantage of 
the opportunities arising from the liberalization of services sectors.

Table 7: Reviewing the participation of women in services sectors

What is the nature of the 
participation of women in 
services sectors?

• What is the proportion of women trading in the five priority ser-
vices sectors, and how much added value do those women gener-
ate? What proportion of women are producers? What proportion of 
women are distributors?

• What proportion of women are firm owners? What proportion of 
women are firm managers?

• What proportion of women are working in the five priority services 
sectors? Are their jobs of an informal or formal nature?

Countries will find it beneficial to analyse and organize their responses to the question-
naire into a dossier following the structure below: 

• What are the opportunities for women traders/producers/employers/workers to ex-
port services in the continental market?

• What are the barriers to production/distribution/firm ownership/exports for women 
engaging in the formal and informal employment?
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• What are the comparative and competitive advantages of women in the five priority 
services sectors?

• What policy instruments can be used to remove barriers and enable greater partic-
ipation of women in services sectors? To what extent are they presently being ap-
plied?

In the negotiations, due consideration should be given to increasing decent and produc-
tive employment for women in services trade through gender-sensitive policies and ac-
companying measures. Ensuring that women are able to take advantage of higher-skilled 
services jobs in the five priority sectors requires the formulation of gender-sensitive 
regulatory and trade policy frameworks, supported by complementary measures, which 
may include the reservation of a percentage of public procurement for women. 
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Trade in services and the  
movement of people

7

Trade in services emphasizes the movement of persons; of the four modes of supply, two 
are explicitly concerned with the movement of persons into countries, whether for short 
or extended periods. Mode 2 relates to the enjoyment of services in other countries, and 
mode 4 relates to the temporary movement of workers into other countries. Tourism, 
which is explicitly concerned with the movement of people, is a priority sector in the first 
round of services negotiations. It is important to note that the African Union Protocol on 
the Free Movement of Persons, which by March 2020 had been signed by 32 countries 
and ratified by 4 countries,5 requires 15 ratifications to enter into force. Integrated into 
that instrument is an African passport to aid the seamless movement of people across 
national borders.6 

Furthermore, mode 3 implicitly considers the movement of persons, since the establish-
ment of services providers in foreign markets through “commercial presence” generally 
implies the movement of some personnel. That movement is generally of a temporary 
nature, and often in the form of managerial, technical or expert personnel to set up and 
run operations for the foreign company. If intellectual property is a component in the 
production of the services of those companies, then it is also likely that specialized per-
sonnel may be required to oversee the provision of those services, which would have a 
bearing on the duration of stay of foreign personnel, if such qualified personnel cannot 
be found in the country where the company sets up a commercial presence.

The movement of people is acknowledged as an enabler of cross-border trade in Africa. 
The instruments establishing six of the eight regional economic communities recognized 
by the African Union (the East African Community, the Economic Community of Cen-
tral African States, the Economic Community of West African States, the Community of 

5 See https://ethiopia.iom.int/iom-support-popularization-free-movement-people-africa.
6 See article 10 of the Protocol to the Treaty Establishing the African Economic Community relating to Free Move-
ment of Persons, Right of Residence and Right of Establishment. 
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Sahelo-Saharan States, the Common Market for Eastern and Southern Africa, and the 
Southern African Development Community), which are the building blocks of the Af-
CFTA Agreement, incorporate provisions or a protocol on the free movement of people, 
goods, services and capital. Those regional economic communities have adopted various 
instruments and policies to support the free movement of people, such as the ECOWAS 
passport, and the decision of EAC to allow intra-community travel on the basis of nation-
al identity cards. Within the other communities, (e.g., COMESA and SADC), there are 
policies or bilateral agreements on the free movement of people. 

The successful implementation of the commitments undertaken in the negotiations on 
services will depend, to a significant extent, on the complementarities between free 
movement and services trade. Recent years have seen the unilateral removal of visa re-
strictions by several African countries, including Ethiopia, Ghana, Kenya and Rwanda, 
which now offer visa on arrival to all Africans. Other countries, such as Gabon, the Unit-
ed Republic of Tanzania and Zimbabwe, offer electronic platforms for the issuance of 
entry visas. Seychelles does not require entry visas for Africans. Nevertheless, there is 
room for improvement across the board, as shown in the Assessing Regional Integration 
in Africa Index, jointly developed by the African Union, the African Development Bank 
and the Economic Commission for Africa, which measures the performance of countries 
in translating commitments relating to integration into action. 

Countries will need to review regulations on visas and residence, to ensure that services 
liberalization efforts are not impeded by entry/residence barriers. The simplification of 
licensing and certification systems is crucial to fostering the movement of skilled work-
ers. Accordingly, efforts towards the harmonization of standards, especially for profes-
sional and business services, should be deepened, especially through mechanisms such 
as mutual recognition of qualifications and licensing. Behind borders, the mechanisms to 
obtain and renew documents, such as passports, licenses and certifications, should be 
reviewed, to ensure that obstacles are not encountered by individuals and businesses 
that seek to trade services across borders. Such a review of regulations related to the 
movement of persons can be supported through the questions in table 8 below.

Countries will find it beneficial to analyse and organize their responses to the question-
naire into a dossier following the structure below: 

• Do current entry and residence rules align with expectations on the inward move-
ment of people?
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7. Trade in services and the  movement of people 

• What are the procedures/channels for the completion of formalities related to entry 
and residence? To what extent are they enabling and efficient? Are those procedures 
set out in an easily accessible medium for access by foreign entrants?

• Do the requirements for certification/licensing and registration and entry/residence 
enable the supply of services as envisaged in liberalization commitments under the 
Agreement?

Table 8: Movement of people and services liberalization

To what extent is the 
movement of people ac-
counted for in the liberal-
ization of services?

• What are the commitments undertaken related to modes 2 and 4 
across sectors? 

• Which services sectors/professions currently record higher levels of 
inward migration into the national economy?

• Which services sectors/professions currently record higher levels of 
outward migration from the national economy?

• What are the existing certification, licensing and professional reg-
istration requirements for foreign workers in the sectors to be lib-
eralized under the AfCFTA Agreement?

• What are the existing entry and residence requirements for foreign 
workers?
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Preparing for services  
negotiations: a checklist

8

In the light of the important policy issues described above, which have implications for 
the negotiation and preparation of schedules of commitments, it is recommended that 
States parties consider taking the following actions: 

a) Preserve the consolidated African market and build on existing commitments − It is 
important that existing commitments made with other regions are carefully reviewed to 
ensure that better treatment is not afforded to States that are not parties to the AfCFTA 
Agreement. Existing commitments – whether autonomous, bilateral or within regional 
economic communities − should be mapped and categorized to ensure that the objec-
tives of the Agreement are not undermined. Furthermore, commitments made under 
the Agreement should build upon and deepen what has been achieved so far, to com-
plement and consolidate what States parties have achieved at the autonomous, bilateral 
and regional economic community levels. 

b) Engage with stakeholders to gain an understanding of sectors and industries − 
The accurate mapping of commitments and value chains requires collaboration among 
all stakeholders, including traders, service providers, academia, industry groups, pro-
fessional associations, governments, civil society, as well as subregional and continen-
tal policy institutions. The reality with respect to practices, interactions and processes 
should be captured in order to identify the range of interests in services trade. The Eco-
nomic Commission for Africa is supporting the formulation of national implementation 
strategies for States parties to the AfCFTA Agreement. There is scope for those strate-
gies to be leveraged by State parties to support value-chain analysis and sectoral map-
ping of service sectors, which can contribute to the preparation of offers. Such national 
implementation strategies are underpinned by national consultations that highlight all 
relevant interests and foster consensus-building. Other channels for stakeholder con-
sultation include multi-stakeholder dialogues and consensus workshops, focus groups 
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8. Preparing for services  negotiations: a checklist 

and advisory boards, computer-assisted processes, and citizen juries, among others. In 
addition, using digital platforms, countries will be able to conduct virtual consultations 
with stakeholders. For example, opinion polls and questionnaires on websites will allow 
interaction with a wider range of interests and will allow for the efficient analysis of the 
data that are received.

c) Adopt a gender lens and properly categorize various types of women traders in 
services − In the processes of consultation and mapping, State parties should collect and 
analyse gender-disaggregated data to determine what role women play in value chains 
and sectors, and to identify the particular advantages that women have and challenges 
that they face in that regard. Services liberalization should consciously seek to address 
the challenges that women face in services sectors and trade, and the process should 
integrate commitments on gender equality and equity, as expressed in continental, re-
gional economic community and national policy instruments. 

d) Anticipate the implications of commitments made under the AfCFTA Agree-
ment for policies and institutions at the national and regional economic community 
levels − Services negotiations should be informed by existing policy positions and antic-
ipate policy changes that may emanate from liberalization commitments. For example, 
the liberalization of tourism sectors will likely require the review of visa and residence 
regulations. Financial services commitments will be connected to monetary policy, even 
as commitments related to the telecommunications sector may intersect with regula-
tions on technology infrastructure and privacy. There will also be cross-cutting issues 
of standards harmonization, consumer protection and regulation across all five priority 
sectors for negotiation under the Agreement and in sectors that countries may liberalize 
on an autonomous basis. 

e) Account for the informal sector − The rate of informal cross-border trade in 
Africa is considerable for a variety of reasons including but not limited to: large informal 
sectors within the economies of countries and regional economic communities; onerous 
trade formalities that discourage the use of formal channels and lead to avoidance of 
trade formalities; and historical, cultural and geographical factors that blur national bor-
ders. In developing offensive and defensive interests, liberalization commitments and 
the procedures for cross-border trade in services, it is important to consider approaches 
by which the AfCFTA Agreement can enable rather than inhibit informal entities and 
support the progressive formalization of cross-border trade in services.
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