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s many African countries face
uneven growth, rising debt and an
uncertain global environment,
economists and policymakers agree
that African states need a continent-
wide economic stimulus that can
only be realised by the African Continental Free
Trade Area (AfCFTA) agreement.

The Covid-19 coronavirus pandemic has taken a
toll on human life and has brought major
disruptions to economic activity across the world
and on the continent.

A World Bank report titled The African
Continental Free Trade Area: Economic and
Distributional Effects forecasts that economic
growth will decline from -2.1% last year to -5.1% this
year, the first continent-wide recession in 25 years.

The report states that the pandemic will cost the
continent between $37 billion ((R645 billion) and
$79 billion in terms of output losses for this year,
adding that the downward growth revision reflects
the macroeconomic risks arising from the sharp
decline in output growth among the region’s key
trading partners, the fall in commodity prices and
reduced tourism.

“Border closings have disproportionally aftected
the poor, particularly small-scale cross-border
traders, agricultural workers and unskilled workers
in the informal sector,” reads the World Bank
report.

“The Covid-19 pandemic has laid bare the
deficiencies in trade facilitation and border
management procedures. Many African countries
have struggled with efforts to
keep trade moving while
increasing imports of essential
supplies and mitigating the
spread of the virus.”

It is in this context that the
successful implementation of the
AfCFTA is critical for Africa’s
economic growth.

According to the World Bank,
the AfCFTA agreement will
create the largest free trade area
in the world, measured by the
number of countries
participating. The pact connects
1.3 billion people across 55
countries with a combined GDP
valued at $3.4 trillion.

The agreement will reduce
tariffs among member countries
and cover policy areas such as
trade facilitation and services, as
well as regulatory measures
such as sanitary standards and
technical barriers to trade.

The full implementation of
the AfCFTA will reshape markets
and economies across the
region, and boost output in the
services, manufacturing and
natural resources sectors.

If implemented, the free trade
agreement will boost Africa’s
income by $450 billion by 2035 (a gain of 7%),
while adding $76 billion to the income of the rest
of the world. It will increase Africa’s exports by
$560 billion, mostly in manufacturing, and spur
larger wage gains for women.

“In the short term, the agreement will help
cushion the negative effects of Covid-19 on
economic growth by supporting regional trade and
value chains through the reduction of trade costs.

“In the longer term, the AfCFTA will allow
countries to anchor expectations by providing a
path for integration and growth-enhancing
reforms,” said Albert Zeufack, the World Bank’s
chief economist for Africa.

Zeufack added that the pandemic had
demonstrated the need for increased cooperation
among trading partners. The AfCFTA is expected to
boost intraregional trade, strengthen the
complementarities of production and exports,
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create employment, and limit the effects of commodity
price volatility on the participants.

Caroline Freund, the World Bank’s global director of
trade, investment and competitiveness, said the
implementation of the AfCFTA would be a huge step
forward for Africa, demonstrating to the world that it
was emerging as a leader on the globe’s trade agenda.

“Creating a single, continent-wide market for goods
and services, business and investment would reshape
African economies,” Freund said.

In May, Wamkele Mene, the AfCFTA’s secretary-
general, described the agreement as the only realistic
stimulus option available to reignite growth in
response to Covid-19.

“The only economic reliet package is the AfCFTA
and implementing it in such a way that we
significantly boost intra-Africa trade,” Mene said.

He said current intra-Africa trade stood at about
18%, far below the Intraregional trade levels of other
territories. He said the expectation was that the free
trade arrangement would reduce existing barriers.

“We as Africa trade more with other parts of the
world than Africa. There will be a significant flow of
goods and services that result from reduced barriers to
trade in the form of tariffs. There will be reduced
barriers to intra-Africa investments,” said Mene.

The implementation of the AfCFTA is absolutely
critical as part of Africa’s economic recovery plan. In a
rather depressed economic environment, this will
bring a boost, he said.

The AfCFTA addresses the long-standing economic
fragmentation of Africa as trade barriers remain high
across the continent.

Although statutory tariffs have been reduced to
below 5% for roughly half of the countries, they
remain high for sensitive sectors.

Many other barriers restrict continental economic
integration, including non-tariff barriers in services and
other sectors, weak and fragmented rules aimed at
promoting investment and competition, and
inadequate institutions such as customs management
to facilitate trade.

Mene said Africa accounted for less than 3% of
global trade and GDP, but was home to 16.7% of the
global population. The signatory countries trade little
with each other - less than 8% of their exports are
directed to other prospective member countries.

Even compared with all intraregional trade in Africa,
this share is low, suggesting that the growth of
regional trade was subject to important constraints,
he said.

All but one of Africa’s 55 countries signed the
AfCFTA agreement on March 21 2018, at the 10th
Extraordinary Summit of the African Union, creating
the largest free trade area in the world. The
agreement officially came into force on May 30 last
year after ratification of the agreement by 22
countries.

Mene said 28 countries had deposited their
instruments of ratification.

“To me, this signals that countries are willing to
undertake economic reforms required to implement
the agreement. This signals that countries want to
reduce barriers to trade in Africa.

“This is a significant number and it will increase.

If it wasn’t for Covid-19, more countries would have
been able to deposit their instruments of ratification,”
said Mene.

He added that African countries recognised the
importance of the continent’s free trade area and had
undertaken the commitments and economic reforms
required to successfully implement the agreement.

In his address to the National Assembly budget vote
session last month, Trade and Industry Minister
Ebrahim Patel said his department worked hard to
build the AfCFTA as the foundation for South Africa’s
long-term growth.

Patel said South Africa was well positioned to
become a major supplier of industrial goods and
value-added services to the continent.

A combined push from the Industrial Development
Corporation and the Export Credit Insurance
Corporation could contribute to this, he said.

“We will develop tangible targets to guide the work
of South Africa’s foreign economic representatives
stationed at embassies, focusing on export promotion
and investment enhancement. Economic diplomacy is
essential to building resilience,” said Patel.
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