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Abstract 
For a long time, the dream of establishing an African common market that 

would lead to an African Economic and trade integration in Africa, geared 

towards economic development and poverty emancipation begun in the 

1980s, when the Lagos Plan of Action for the Economic Development of 

Africa was adopted. It seeks to enhance intra-African trade and increase 

Africa’s global market share of trade. The AfCFTA  has  recognized that,  

for  it to meet its  general  objectives, States Parties  need to cooperate on 

competition policy which is part of the second phase of the negotiations that 

will culminate  into  a  Protocol on  Competition  Policy.  The specific 

objectives include progressively eliminating tariffs and non-tariff barriers 

to trade in goods and trade liberalization in services. In this regards 

therefore,10 Member States are required to cooperate on investment, 

intellectual property, competition policy, all trade-related areas,  customs  

matter  and  the  implementation  of  trade  facilitation  matters.  Further,  

the establishment  of  a  dispute  settlement  mechanism  and  an  institutional  

framework  on  the implementation  and  administration  of  the  AfCFTA  

is  key  in  implementing  the  general objectives of the continental free trade 

area. However, at the core of the AfCFTA, is the expectation that, its 

implementation will increase intra-regional trade and in turn increase 

trade. For instance, in 2013, intra-African trade was about 12% while in 

other regions such as North America intra-regional trade accounted for 

40%, 63% in Western Europe, and more than 30% in the Association of the 

Southeast Asian Nations (ASEAN) region. It is expected that, with an 
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increase in trade at both continental and global level, Africa will become 

more competitive leading to the exploitation of the untapped potential and 

in turn reduce the poverty levels in the region.  

 

Keyword: AcFTA, Trade, Integration, Tariff, Intra-Africa Trade, Economic 

development 

 
 

 

Introduction 
Regional integration has been a long-

cherished ambition towards 

overcoming the disadvantages of 

small and fragmented national 

economies by the African states. This 

is however because, Economic 

growth, industrialization, sustainable 

development, regional cooperation are 

just a few of the desires and 

expectations riding on the African 

continent. Removing tariffs on 90% of 

traded goods and allowing services, 

commodities, products and people 

free movement are among some of the 

basic ingredients to counter trade 

barriers and improve development on 

the continent. Africa is a diverse and 

divided continent with varieties of 

some tightly controlled capitalism by 

the state, and some more liberal. The 

creation of free trade areas in each 

continent and region was seen as a 

mechanism to promote economic 

diversification, development and 

structural transformation. In boosting 

Intra-African Trade and issues 

affecting it an action Plan for Fast 

Tracking of a Continental Free Trade 

that seeks to provide a foundation for 

the formation of an African customs 

union and a single market was 

proposed as it was envisaged in the 

Abuja Treaty of 1991. A free trade 

area (FTA) refers to a specific region 

wherein a group of countries signs a 

trade agreement that seals the 

economic cooperation among them. 

The FTA’s main goals are to bring 

down barriers in trading; specifically 

tariffs and import quotas. Import 

quotas are government-imposed limits 

on the quantity of a certain good that 

can be imported into a country. 

Generally speaking, such quotas are 

put in place to protect domestic 

industries and vulnerable producers, 

and encourage the free trade of goods 

and services among its member 

countries. 

At the African Union Summit in 2018 

in Kigali, Rwanda, African leaders 

from 44 African nations gathered and 

signed the African Continental Free 

Trade Area (AfCFTA) treaty to create 

https://corporatefinanceinstitute.com/resources/knowledge/economics/import-quotas/
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the world’s largest single market. The agreement marks the largest trade 

agreement in history since the creation of the World Trade Organization. Nina, 

Merin and Mark (2020) observed that the agreement has the potential for 

catalytic change but, at the same time, poses challenges and even raises the 

possibility of losses to individual countries, smaller regions and smaller 

businesses. They went further to argue that Intra-African trade, while still low, 

is steadily increasing. That particular importance is the influence of the 

agricultural sector in Africa which is the largest employment sector on the 

continent, accounting for 19% of intra-African exports and 18% of intra-African 

imports. Considering the lack of economic diversification in all but a few 

African countries, this leaves the continent dependent on a sector that has 

limited job creation potential. 

Vellah (2020) opined that the AfCFTA examines  various  challenges  facing  

the  regional  regulation  of  market  competition  in  Africa, including 

jurisdictional conflicts, conflicts of  laws, and absence and/or weak enforcement 

competition regimes at the national level. Its objectives as provided under 

Article 3 of the AfCFTA agreement include the creation of a single market for 

goods and services deepening. It further recognized that, for its objectives to be 

met, members must be ready and willing to cooperate on specific objectives, 

and its effective implementation is hinged on several principles. 

The specific objectives include progressively eliminating tariffs and non-tariff 

barriers to trade in goods and trade liberalization in services. In this regards 

therefore,10 Member States are required to cooperate on investment, 

intellectual property, competition policy, all trade-related areas,  customs  

matter  and  the  implementation  of  trade  facilitation  matters.  Further,  the 

establishment  of  a  dispute  settlement  mechanism  and  an  institutional  

framework  on  the implementation  and  administration  of  the  AfCFTA  is  

key  in  implementing  the  general objectives of the continental free trade area. 

It is still too early to question whether the AfCFTA will accrue benefits or not 

to the continent.  What is required now is to put in place the institutional 

framework and that member States to show commitment towards realizing the 

objectives of the AfCFTA.  The benefits of the AfCFTA will accrue 

progressively. However, at the core of the AfCFTA, is the expectation that, its 

implementation will increase intra-regional trade and in turn increase trade. 

Africa’s global share of trade has continued to lag in intra-regional trade as 

compared to other regions in the world. 
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For instance, in 2013, intra-African trade was about 12% while in other regions 

such as North America intra-regional trade accounted for 40%, 63% in Western 

Europe, and more than 30% in the Association of the Southeast Asian Nations 

(ASEAN) region. Africa has also lagged behind in the global share of trade but 

hope that, Africa’s global share of trade shall grow from 2% in 2013 to 12% by 

2045. It is expected that, with an increase in trade at both continental and global 

level, Africa will become more competitive leading to the exploitation of the 

untapped potential and in turn reduce the poverty levels in the region. The 

question the paper seek to answer is to unravel the benefit of the free trade area 

to the African continent and how it will improve trade relationship with the rest 

of the countries in Africa so that growth can be accelerated. 

The paper is structured into introduction, literature review, objectives of the free 

trade area, potential benefit of the free trade area and its implication. African 

Continental Free Trade Area as a strategy to Improve Trade, recommendations 

and conclusion will form the last segment. 

  

Literature Review  

The African continent, along with many Latin American countries, lags behind 

other emerging economies in South East Asia in areas such as education 

outcomes, infrastructure, good governance and technology absorption. To a 

large extent, Africa has remained a resource pool for Western developing 

nations, mirroring the kind of exploitative exchange that occurred during 

colonial times. Many African nations have not benefited from their natural 

endowments and have been locked into activities that retard political, social and 

economic development. This has come to be known as the resource curse with 

abundant resource, corruption, violent and slow development dominated by 

authoritarian regimes, the likes of which have been seen in oil-endowed Nigeria, 

diamond-rich Sierra Leone and the Central African Republic, to name a few. It 

is clear, then, that the AfCFTA will need to facilitate much more than the 

removal of trade barriers for regional integration. It will also need to focus on 

trade composition and diversification, industrialization, infrastructure 

development and the tight coordination of Africa’s commodities to dispel the 

resource curse.  

 O'Sullivan, Arthur; Sheffrin, Steven M. (2003) see free-trade area as the region 

encompassing a trade bloc whose member countries have signed a free trade 

agreement (FTA). Such agreements involve cooperation between at least two 

https://en.wikipedia.org/wiki/Arthur_O%27Sullivan_(economist)
https://en.wikipedia.org/wiki/Free_trade_agreement
https://en.wikipedia.org/wiki/Free_trade_agreement
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countries to reduce trade barriers, import quotas and tariffs, and to increase trade 

of goods and services with each other. If natural persons are also free to move 

between the countries, in addition to a free-trade agreement, it would also be 

considered an open border. It can be considered the second stage of economic 

integration. 

Free trade area can lead to trade diversion and trade creation. The International 

Trade Theory and Policy (2019) differentiate between the two to mean 

that, trade diversion means that a free-trade area would divert trade away from 

more efficient suppliers outside the area towards less efficient ones within the 

areas. Whereas, trade creation implies that a free-trade area creates trade which 

may not have otherwise existed. In all cases trade creation will raise a country's 

national welfare. 

Both trade creation and trade diversion are crucial effects found upon the 

establishment of a free-trade area. Trade creation will cause consumption to 

shift from a high-cost producer to a low-cost one, and trade will thus expand. In 

contrast, trade diversion will lead to trade shifting from a lower-cost producer 

outside the area to a higher-cost one inside the area. Such a shift will not benefit 

consumers within the free-trade area as they are deprived the opportunity to 

purchase cheaper imported goods. However, economists find that trade 

diversion does not always harm aggregate national welfare. Cheong, Juyoung 

(2010) posit that both trade creation and trade diversion can improve aggregate 

national welfare if the volume of diverted trade is small. 

Ajibo (2019) asserts that, the benefits of the AfCFTA will be dependent on a 

number of factors including commitment from Member States, transparency, 

accountability and respect for the rule of law. Hartzenberg (2019) has criticized 

the principle of preservation  of  acquits  on  the ground  that,  it   protects  

existing  markets  from  extra-REC competition. Hartzenberg further provides 

that, the implication of the principle on the preservation of acquits is that it will 

undermine the objective of the AfCFTA of addressing the challenge of 

overlapping membership of the Regional Economic Community (RECs). If the 

existing regional competition regimes will continue to maintain such levels of 

integration in competition policy in accordance with the principle of the 

preservation of acquit, then AfCFTA should push for reforms within these 

regional competition regimes that seek to enhance cooperation.  

The Africa Agenda aspires that, services  will  result  in  signification  increases  

in  trade  and  investments  amongst  African countries rising to unprecedented 

https://en.wikipedia.org/wiki/Economic_integration
https://en.wikipedia.org/wiki/Economic_integration
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levels, and in the strengthening of Africa’s place in global trade and that by 

2063, ‘Africa shall be a continent where  the  free movement of people,  capital  

goods and the increase in intra-regional trade and the Africa’s global share of 

trade can only be a reality, if barriers that hinder its realization are eliminated. 

Whilst the AfCFTA precedes the formation of the single market and customs 

union, for it to meet its objectives, the United Nations Conference on Trade and 

Development (UNCTAD 2016) observes that, it must be ambitious in 

dismantling barriers and reducing costs to intra-African trade and in improving 

productivity and competitiveness. One of the barriers to trade under the 

AfCFTA is the incentive for businesses and national governments to engage in 

anti-competitive conduct as the progressive reduction, or elimination of tariffs 

creates room for businesses to enter new markets and compete. 

Nina, Merin and Mark (2020) asserts that removing tariffs on 90% of traded 

goods and allowing services, commodities, products and people free movement 

are among some of the basic protocols to counter trade barriers and improved 

development on the continent. They further agreed that the agreement aims to 

boost trade by 52% by harmonizing a market of 1.2 billion people to become 

the world’s biggest free trade market. 

 

The Objectives of the African Continental Free Trade Area 

Establish a single continental market for goods and services, with free 

movement of business    professionals and investments, accelerating the 

establishment of the Continental Customs Union and the African customs 

union.   

Expand intra-African trade through better harmonization and coordination of 

trade liberalization and facilitation across Regional Economic Communities 

(RECs) and across Africa.  

Resolve the challenges of multiple and overlapping memberships and expedite 

the integration processes.  

Enhance competitiveness at the industry and enterprise level by exploiting 

opportunities for scale production, continental market access and better 

reallocation of resources.  

 

Benefits of the African Continental Free Trade Area and its potential 

Implications 

The United Nations Conference on Trade and Development (UNCTAD) 

(2017), observed that the Continental Free Trade Area (CFTA) offers many 

opportunities for sustainable development and economic growth in the African 

economies. However, not all countries will benefit to the same extent, and the 
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gain of welfare benefits also implicates relevant costs and commitments. The 

good thing about a free trade area is that it encourages competition, which 

consequently increases a country’s efficiency, in order to be on par with its 

competitors. Products and services then become of better quality at a lower cost. 

When there is intense competition, countries will tend to produce the products 

or goods that they are most efficient at. Efficient use of resources means 

maximizing profit. When there is free trade, and tariffs and quotas are 

eliminated, monopolies are also eliminated because more players can come in 

and join the market. When there is competition, especially on a global level, 

prices will surely go down, allowing consumers to enjoy a higher purchasing 

power. With imports becoming available at a lower cost, consumers gain access 

to a variety of products that are inexpensive.   

Kimberly and Michael (2020) opined that without free trade agreements, 

countries often protected their domestic industries and businesses. This 

protection often made them stagnant and non-competitive on the global market. 

With the protection removed, they became motivated to become true global 

competitors. 

Most of the benefits of further trade integration (i.e. welfare benefits from lower 

import prices, production efficiency and increase in outputs,  higher value-

added jobs and exports, technological specialization, etc.) will materialize in the 

long term, while most of the associated costs of adjustment and integration (i.e. 

loss in trade tariff revenue, local SME’s vanishing in front of stronger 

competition, adjusting unemployment, required investment in infrastructure, 

political and regulatory reforms, etc.) will be incurred in the short term.   

UNCTAD (2017) Using the Global Trade Analysis Project (GTAP) computable 

general equilibrium (CGE) model, estimated the quantitative effects of the 

CFTA according to 2 long-term scenarios: a full Free Trade Agreement (FTA) 

and Special Product Categorization (SPC). A full Free Trade Agreement (FTA) 

eliminating all tariffs in the CFTA could generate welfare gains of US$ 16.1 

billion, at the cost of US$ 4.1 billion in trade revenue losses (representing 9.1% 

of current tariff revenues). GDP and employment are expected to grow by 

0.97% and 1.17% respectively. Intra-African trade growth is estimated at 33% 

and the continent’s trade deficit is expected to drop by 50.9%.  

Special Product Categorization (SPC) permanently exempts sensitive products 

from liberalization. In a scenario in which the sector with the highest current 

tariff revenue would be exempted from liberalization, UNCTAD simulations 

https://www.thebalance.com/kimberly-amadeo-3305455
https://www.thebalance.com/michael-boyle-4800825
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estimate a welfare gain of US$ 10.7 billion in the long term. Tariff revenue 

losses are expected at US$ 3.2 billion (representing 7.2% of current tariff 

revenues). GDP and employment growth are expected to grow by 0.66% and 

0.82% respectively. Intra-African trade is expected to grow by 24%, while, 

Africa’s trade deficit only shrinks by 3.8%.  
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Maryla (2019) argued that global economy is slowing, and commodity prices 

are likely to remain stable. Following this argument, the creation of the 

AfCFTA shows that vast regional market will be is a major opportunity to help 

member countries diversify their exports, grow faster and attract FDI. She went 

further that benefits in terms of poverty reduction and higher wages would be 

significant, especially for low-skilled workers and women. In other words real 

income gains from tariffs liberalization under AfCFTA would be significant, 

but the main gains would come from the reduction of non tariff barriers (NTBs) 

and trade facilitation measures. Achieving AfCFTA’s full potential depends on 

agreeing and implementing ambitious tariffs liberalization, strong reduction in 

NTBs and aggressive trade facilitation measures. Partial implementation within 

and across countries would lead to smaller impacts. Potential income gains 

through foreign direct investment (FDI) could be very significant game-changer 

for the continent if only the AfCFTA is ambitious and is implemented 

consistently across countries creating a large market with transparent and 

predictable set of rules for investors.  

 

African Continental Free Trade Area as a strategy to Improve Trade 

Africa is the poorest continent which continues to face daunting and colossal 

trade challenges. Give their low per capita income, and lack of competitive 

nature of their products, a well designed and properly implemented marketing 

strategy is needed to fast track competition in the international market. In this 

regard therefore, an atmosphere conducive for growth in trade is imperative. 

Consequently, Iyoha (2004) suggested that the strategy for Africa’s 

development in the years ahead should include some or all of the following; 

improve governance and peaceful resolution of conflicts, building and 

strengthening institution, Promoting a favorable environment conducive for 

domestic and foreign investment, increasing competitiveness, diversifying, and 

expanding exports etc. 

Creating the AfCFTA will create competitive pressure in Africa. The reason is 

that, continental market if achieved through adequate infrastructural facilities 

and the reduction or progressive elimination of tariffs and non-tariff barriers to 

trade and investment creates a new scramble and competition for African 

market at a domestic, regional, continental and global level. The AfCFTA seeks 

to promote industrial development through diversification of the agriculture for 

food security and regional value chain development. If this objective is 
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achieved, industrialization in itself will increase the competitiveness of the 

economies of Member States who will compete including other areas such as 

trade in goods and services, investment and intellectual property with each 

other.  This will triggers competitive pressures within the market between 

member states. Egbononu  (2019) observes  that,  the  AfCFTA  will  lead  to  

increased  competition  in production, as there will be race within the member 

countries to ensure that their products stay front-shelf, for both intra and inter 

African consumers. This in turn will encourage innovation and efficiency that 

will result in advancement in quality of goods and services being provided.  

In addition to Member States competing against each other, businesses 

operating in Africa will benefit immensely from the AfCFTA.  Cofelice (2018) 

pointed out that, in the short-term, the small-sized and medium enterprises 

(SMES) which account for 80% of the African market will be the main 

beneficiaries. In the medium and long term, all the African citizens will greatly 

benefit from the AfCFTA and the benefits of the market economy and economic 

growth accrue disproportionately to established elites (Heinrich Böll Stiftung, 

2014). Such benefits do not benefit everyone but a few and, it is not the wider 

population but small segments and interested parties, such as the local political 

elite and foreign investors, who are benefiting from the economic growth and 

resource wealth. 

Africa businesses will have the chance to enter into new markets and compete 

for consumers, in the end increasing sales from the large demand that may result 

from the large population and profit margin will increase thereafter. Conversely, 

the creation of a larger market through the AfCFTA will make Africa more 

attractive to the outside market competing for the same market as the businesses 

established within the free trade area. This will enhance competition and 

innovation in goods and services in the African markets and in the end providing 

greater choice for consumers.  This  competition  can  enhance  competitiveness,  

innovation  and  efficiency  in  the  region as developed countries will interact 

in trade with the African businesses.  

Unfortunately, on the flipside, this intense competitive pressure can provide an 

inducement for Member States  and  business  to  engage  in  anti-competitive  

conduct  and  thwart  the spirit  of  the AfCFTA. If this competition is not 

regulated, it is likely to lead to anti-competitive behavior either by governments 

through unjustified protectionism or private entities engaging in anti-

competitive conduct such as cartel or abuse of dominance. Business may seek 



156  africanscholarpublications@gmail.com                                                                               

 2021 

 

to increase their dominance through mergers and acquisitions, and later abuse 

the said dominance. It is important that, anti-competitive concerns on these 

continental mergers and acquisitions be looked into as anti-competitive conduct 

will transcend national and regional economic communities (RECs) boundaries. 

UNCTAD (2017) opined that the area of competition policy and law can be a 

useful addition to the Continental Free Trade Area agenda (CFTA). This will 

enhance efficiency, lower prices for the consumer, enhance innovation and 

ensure that businesses compete at the same level in the continent under 

competitive conditions. It becomes of particular importance when large 

transnational African corporations enter small markets will provide important 

guarantees against monopolistic or oligarchic tendencies within the CFTA. It is 

from these inequalities, Fox and Bakhoum (2019) propose that, if competition 

law and policy is used effectively, it can make the markets work for the people, 

the poorer people in Africa. It becomes particularly important that in a 

liberalized environment cooperation on competition policy therefore, remains 

an integral tool in enhancing a continental competitive market. 

 In addition to poverty eradication and inclusive development, cooperation on 

competition policy under the AfCFTA presents a number of opportunities. In 

discussing the benefits of competition policy under the AfCFTA, it is important 

to note that, the AfCFTA creates an FTA.  

In an FTA, parties to the FTA Agreement agree to eliminate trade barriers 

between them in order to enhance trade. Member States are allowed to establish 

their own external trade barriers. Generally, competition provisions within trade 

agreements such as FTAs seek to further the gains made as a result of trade 

liberalization, prevent strategic enforcement of anti-trust, further broader 

objectives of the FTA and abolish trade defences. Kotigala (2019) observes that, 

a provision on competition policy must be included in modern-day trade 

agreements if the objectives of the said agreement can be met. These FTAs with 

competition provisions will continue to serve as a template for a competition 

policy within the AfCFTA as they act as laboratories of experimentation on how 

competition policy within an FTA level should be like. 

 

Recommendations 

The African Continental Free Trade Area (AFcFTA) has been formed by the 

African government to ensure that trade is promoted so that economic growth 

can be facilitated in the continent. Following this the following 
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recommendations are proffered. The Continental free Trade agreement must 

adopt or maintain competition laws that will regulate the trade and must not be 

jeopardized. It should regulate designated monopolies, with special or exclusive 

rights. It should also,lay down competition-specific exemptions and abolish 

trade defences, and set forth competition enforcement principles. Cooperation 

and coordination mechanisms and principles governing the settlement of 

competition-related disputes must be outlined. Furthermore, competition policy 

that covers the need to adopt and maintain competition law and authorities 

procedural fairness in competition must not be mitigated.  

 

Conclusion 

Whereas competition regimes are increasingly gaining momentum globally, in 

Africa, cooperation by way of forming the free trade area (FTA) will provide a 

forum in which cutting edge in promoting trade will facilitate their competition 

with the other countries of the world.  

In the previous section, this paper examined the benefits of having an African 

free trade area which can only accrue if the competition framework is well 

fashioned and African countries agree to commit. The priority areas that the 

AfcFTA negotiations should focus on considering that markets is competition, 

laws on competition and priorities vary across the region.  

As noted earlier, the challenges facing competition enforcement in Africa and 

the goals of competition policy in Africa slightly differ. In negotiating on the 

key competition provisions of the AfCFTA, Member States must ensure that 

they are tailor made to address competition concerns in the continental market. 
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