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Consequences and issues of the African Continental Free Trade 

Agreement (AfCFTA) 

 
In the capital of Niger – Niamey - on 7 July last, the leaders of 54 African states have 

ratified the African Continental Free Trade Agreement (AfCFTA) for establishing and 

regulating a continental free trade area. A historic pact that according to the United 

Nations Economic Commission for Africa (UNECA) forecasts will favor the creation of a 

market of 1.2 billion people and a gross domestic product (GDP) of $2.5 trillion1. 

Numbers that in practical terms constitute the largest international trade agreement 

for the participating countries, and even the most important since the establishment of the 

World Trade Organization (WTO) in April 1994. 

The path that led to the birth of the AfCFTA is far back in time. Its origin can be linked 

to the Lagos Action Plan, adopted in 1980 by the then Organization of African Unity 

(OUA), which emphasized the need to create an economic union among all the African 

countries within twenty years. 

This understanding, on 3 June 1991, led 34 African leaders to sign the Abuja treaty, 

which established the African Economic Community (CEA) with the declared objective of 

creating free trade areas, customs unions, a single market, a central bank and a common 

currency. The CEA has also created a number of regional economic communities in 

different parts of Africa, which are the pillars of the organization2. 

In 2002, the OAU was succeeded by the African Union (AU), which as envisaged in 

article 3 (c) of the Constitution Act has among its objectives that of "accelerating the socio-

economic integration of the continent"3. The concrete steps to get to the creation of a new 

continental free trade area will come with the AU Summit held on 15 and 16 July 2012 at 

Addis Ababa. While in the 25th African Union Summit in Johannesburg will be started the 

negotiations, which took place in the following three years. 

The AfCFTA will see its realization in March 2018 in Kigali, Rwanda, with the signing 

of 44 countries and the illustrious absence of Nigeria and South Africa, the two largest 

continental economies. Even if, four months later Pretoria will decide to join. During the 

following months, eight other nations have signed the treaty, with the sole exception of 

Eritrea, Benin and Nigeria. These last two countries have decided to join the agreement at 

the Niamey conference on 7 July, while Eritrea is the only African state that remains 

outside the great continental pact. 

The goal set by the 54 signatory states is to inaugurate a new course for Africa 

development, supported by the progressive elimination of customs duties between the 

countries involved, and the free movement of goods. While in a more attenuated form, 

further benefits could come from the exchange of services within the continent, which has 

not recorded the economic boom achieved in recent decades by trade blocs in other parts 

of the globe.  

                                                           
1  www.uneca.org/publications/african-continental-free-trade-area-questions-answers 
2  https://unctad.org/en/PublicationsLibrary/webditc2016d7_en.pdf 
3  https://au.int/sites/default/files/pages/34873-file-constitutiveact_en.pdf 
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A gap partly attributable to the weak share of intra-regional African trade, which 

according to official statistics of the United Nations Conference on Trade and Development 

(UNCTAD) represented only 17 per cent of total exports in 20174. An almost insignificant 

share, when compared with 59 per cent in Asia and 68 per cent in Europe recorded in the 

same period5. Which shows how African countries have poor trade relations with their 

neighbours, preferring to trade goods with the foreign, mainly with European countries. 

An imbalance caused by the fact that it is more convenient for Africans to buy goods 

from countries outside the continent, in order not to run into that tangle of commercial rules 

and customs tariffs. Which have so far made the intra-African market extremely expensive. 

All this has produced negative consequences both on employment and on the 

economic growth of the entire continent, which according to the World Economic Forum 

(WEF) forecasts, with the entry into force of the agreement should record a significant 

increase6. Furthermore, WEF analysts believe that a single large duty-free market should 

encourage large local companies to apply the economy of scale, which involves reducing 

average production costs in relation to the growth of plant size.  

The AfCFTA will generate other positive effects by the increase in demand, which will 

lead to rise in production. In addition, a consequent lowering of unit costs with a direct 

impact on consumers will be able to buy products and services at a lower price7.               

A favourable combination of factors, which should allow African companies to hire more 

workers and Member States to secure higher tax revenue. 

However, the achievement of these results will take time and the abolition of customs 

barriers will take place gradually after the entry into force of the AfCFTA. It is planned that 

the total elimination of duties on 90 per cent of the goods will take place in the medium-

long term, within the next five to eight years. Leaving African governments the possibility to 

indicate a 7 per cent of sensitive products, which will be liberalized in even longer times.  

In addition to excluding from the process, about 3 per cent of the merchandise 

categories considered essential for the interests of the individual countries. This is to 

protect, at least in a first phase, the most vulnerable sectors of the economies adhering to 

the free trade agreement. 

The forecasts drawn up by the AU, UNECA and UNCTAD on the increase in total 

trade in the continent originating from the AfCFTA are optimistic with growth estimates 

ranging from 10.2 per cent to 15.5 per cent, with an increase of 52.3 per cent compared to 

projections for 20228. The main beneficiaries of this large increase in African commercial 

activity are the industrial and agricultural sectors. The latter, according to the experts of the 

WEF, will in particular be able to take advantage of the increase in the food market, the 

strengthening of trade in agricultural products and the transformation of the sector9. 

                                                           
4  https://stats.unctad.org/handbook/MerchandiseTrade/ByPartner.htm 
5  Ibidem 
6  www.weforum.org/agenda/2018/02/how-a-single-market-will-transform-africa-s-economy/ 
7  Ibidem 
8  A. Matheson, The AfCFTA is laudable, but its imminent benefits are overstated, in «African Arguments», 26 June 

2019. http://bit.do/eZRUw 

9  M. Kituyi, This African trade deal could improve lives across the whole continent, in «Weforum.org», 13 May 2016. 

https://bit.ly/2JLOB5b 
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There is not lack of critical voices, highlighting the negative repercussions deriving 

from the decrease in revenues deriving from customs taxes. Over to warn that in the 

liberalization process the weaker economies may not be able to withstand the competition 

of the more structured ones. 

On the other hand, the AFCFTA supporters argue that the decrease in revenues from 

customs taxes would be compensated by an increase in income and real wages, because 

of the exports growth. While the significant upsurge in intra-regional trade should boost the 

continent's industrialization, with a consequent growth in employment. 

However, these forecasts are subject to the satisfaction of some critical issues, such 

as the lack of adequate infrastructures in many African countries. Which will allow the 

more infrastructure-equipped nations such as South Africa, Kenya, Egypt, Morocco and 

Ethiopia to achieve the benefits expected from the AfCFTA more easily10. 

Other elements that can represent a serious obstacle to give a concrete turn to the 

ambitious pan-African project are represented by vast areas of instability in some 

countries, excessive bureaucracy at the borders, non-harmonization of regulatory 

measures, corruption and the persistent scourge of unemployment. 

Ultimately, the AfCFTA represents an important step towards the continent's 

economic integration, but African governments still have a lot of work to do to reach the 

coveted goal. Primarily, they will have to work to allow the benefits spaced out as evenly 

as possible, ensuring that no country is left behind and ensuring that the agreement 

becomes a catalyst for sustainable economic development throughout the continent.  

The success of the agreement represents the real test to consolidate the Africa 

growth and improve the quality of life of its population. But above all the demonstration that 

all the countries of the continent are able to act as a single player to become protagonists 

of their own future. 

 

                                                           
10  https://infomineo.com/africa-continental-free-trade-area/ 


