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Introduction

AAs African countries put in spirited efforts to ensure the recovery of their economies 
following the emergence of the COVID-19 pandemic, the economic disruptions that hit the 
globe have only been exacerbated by the ongoing Russia-Ukraine war. The scarring effects 
of these recent events on the global economic landscape, including the temporary 
breakdown of global supply chains, the steep rise in commodity prices, and increasing 
inflation, have highlighted the need for deeper economic integration within the continent 
of Africa.

AmidAmid these trying and uncertain times, the establishment of the African Continental Free 
Trade Area (“AfCFTA”), a flagship project of the African Union’s agenda 2063, promises to 
change both the narrative and the reality for Africa by creating the largest free trade area in 
the world and positioning Africa as an emerging leader in the global trade market. 

TheThe AfCFTA creates a single-continental market within Africa, covering almost 1.3 billion 
people, including a growing middle class, and a combined gross domestic product (GDP) 
of more than US$3.4 trillion. This is indeed Africa’s signal to the rest of the world as having 
initiated a positive shift in international trade for the continent. Over 30 million Africans are 
expected to be lifted out of extreme poverty through the AfCFTA, and over 68 million 
Africans who live on less than US$5.50 a day are also expected to experience an 
enhancement in their livelihoods. The AfCFTA offers African countries and businesses the 
oppoopportunity to coalesce their competitive advantages to enable them to participate in 
industries from which they otherwise would have been excluded in the global market.

This article gives a brief overview of the AfCFTA Agreement and highlights the implications 
of the AfCFTA on businesses in Africa.

The AfCFTA Agreement

The AfCFTA Agreement has been met with a high level of participation by African countries 
since it was presented for signing at the 10th Extraordinary Summit of the African Union. 
Currently, all AU member states, with the exception of Eritrea, are signatories to the 
Agreement. Out of these 54 signatories, 44 member states, representing 81% of the total 
number, have deposited their instruments of ratification with the Chairperson of the AU 
Commission.

TheThe AfCFTA Agreement embodies the aspirations and long-standing vision of African 
states to create a single-continental market with the free movement of persons, capital, 
goods, and services, as a step towards deepening economic integration within the region. 



The Agreement is characterised by eight strategic objectives which include: the creation of 
a single continental market for goods and services, with the free movement of business 
persons and investment; strengthening of intra-Africa trade; enhancement of the 
competitiveness of African economies; and regional value chain development. 

InIn pursuance of these objectives, Member States are expected to go through a series of 
negotiations. Phase I negotiations have led to the adoption of the Protocols on Trade in 
Goods, Trade in Services, and the Rules and Procedures for the Settlement of Disputes. 
Phase II negotiations are also focused on the Protocols on Investment, Competition Policy, 
and Intellectual Property Rights and are expected to be concluded by the end of 2022. 
Phase III negotiations will also focus on a Protocol on E-commerce, now renamed the 
‘Protocol on Digital Trade’. Once concluded and adopted, these Protocols will have to be 
adopadopted by the AU Assembly and ratified by Member States in accordance with their 
domestic laws and procedures. One of the guiding principles of the AfCFTA Agreement is 
the preservation of the acquis which means building on what exists. In the context of 
Phase II and III negotiations, member states are therefore expected to build on the existing 
frameworks of the Regional Economic Communities (RECs) in Africa, in the areas of 
investment, competition policy, intellectual property rights, and digital trade.

Women and Youth in Business

As a reflection of Africa’s commitment to achieving inclusive economic growth, and in 
pursuance of the objective to promote gender equality and sustainable development, 
steps are being taken to develop an additional Protocol focusing on Women and Youth in 
Trade in Africa. This is a decisive step towards the attainment of the UN’s Sustainable 
Development Goals (SDGs) and holds significant promise for women and youth engaged 
in business in Africa. This move is in line with article 8 of the Agreement, which allows for 
additional legal instruments to be negotiated and adopted to further the objectives of the 
AfCAfCFTA, even without those instruments being specifically mentioned in the Agreement in 
its current state. 

In line with the objective of developing this Protocol, the AfCFTA Secretariat recently 
organised ‘the AfCFTA Conference on Women and Youth’ in collaboration with the 
Government of the United Republic of Tanzania from 12th to 14th September 2022. This 
conference was convened under the theme “Women and Youth: The Engine of AfCFTA 
Trade in Africa”, to provide a platform for women and youth in trade, policymakers, 
development partners, financiers, and other key stakeholders in Africa to discuss pertinent 
issues affecting women and youth in trade in Africa, and ultimately to develop policy 
prproposals for the draft Protocol on Women and Youth in Trade.



This Protocol when concluded, will be the long-awaited intervention required to address 
the key issues women and youth in Africa have been confronted with over the years, 
particularly in the area of trade. The AfCFTA is particularly important for women and young 
entrepreneurs in Africa, and there has to be a deliberate investment in them to enhance 
their ability to meaningfully participate in and take full advantage of the AfCFTA framework 
for the benefit of their businesses. 

WWomen entrepreneurs own 58 percent of SMEs in Africa and contribute about US$250 to 
US$300 billion to Africa’s GDP, but at the same time are confronted with a gender funding 
gap of a whopping US$42 billion. This indicates that their contribution to Africa’s GDP 
could double or substantially increase if steps are taken to close the funding gap. This 
funding gap can be resolved by enhancing women’s access to credit facilities and building 
a robust secured transactions framework. The World Bank has estimated that by 2035, a 
successful implementation of the AfCFTA could spur greater wage gains for women (10.9 
pepercent) than for men (9.9 percent). With the development of this dedicated Protocol for 
Women and Youth in Trade, these gains could even be more than has been anticipated.  

The youth in Africa are also confronted with the baneful problem of unemployment and 
inadequate funding for startups. According to the World Bank, the youth account for over 
60 percent of the unemployed on the continent. In addition, 6 out of every 10 young 
Africans not in education, employment, or training are women. Bearing in mind that Africa 
has the youngest population in the world, it is important now more than ever, upon the 
establishment of the AfCFTA to engineer and develop innovative ways to motivate, 
empower and invest in the youth to enable them to propel intra-African trade to the next 
lelevel. 

Protocol on Investment

The Protocol on Investment expected to be completed by the end of 2022 will promote 
sustainable intra-African investments and stimulate Foreign Direct Investment (FDI) 
within the continent. With a positive modification of restrictions on FDI, Africa will be the 
desired destination for foreign investors. The resultant effect will be the injection of more 
capital into the region, the expansion of local industries particularly MSMEs, and an overall 
boost in intra-continental trade. Intra-African investments and a greater inflow of foreign 
capital through FDI will also invigorate the banking industry in Africa and lead to more 
ininvestments and more flexible consumer lending.

Bearing in mind that MSMEs form the backbone of Africa’s economy, it is important to 
create the right economic climate that will ensure their growth and sustainability and also 
propel the emergence of new ones. With the pressing need to develop vibrant MSMEs in 
Africa, the role of funding cannot be overemphasised.



Among the problems MSMEs have been challenged with over the years, due to a range of 
financial and non-financial factors, the issue of financing is one of the most prominent. 
According to the World Bank, MSMEs in sub-Saharan Africa face a huge financing gap of 
about US$331 billion each year. It is often the case that MSMEs are considered to be 
relatively small-scale and too risky to make them attractive for credit facilities from 
commercial banks and financial institutions. It is therefore critical to the survival and 
growth of MSMEs in Africa and the entire economic landscape of the continent, to inject 
momore capital through the most efficient investment mechanisms and especially through 
the banking sector. Under the AfCFTA, it is expected that these issues will be sufficiently 
catered for by the Protocol on Investment currently under development. 

Again, it is useful to reiterate that in pursuance of the preservation of the acquis, the AfCFTA 
Investment Protocol will leverage the investment frameworks already existing within the 
various RECs. Every African country has signed at least one Bilateral Investment Treaty 
(BIT), and at the regional level, each of the 8 RECs has at least one instrument that relates 
directly or indirectly to investment. At the continental level, the AU launched the Pan 
African Investment Code (PAIC) in 2008 and had it adopted in 2015. The PAIC forms part of 
the AU’s broader efforts to devise mechanisms that will define the rights and obligations of 
AUAU States viz-a-viz the rights and obligations of investors. A key consideration in promoting 
intra-African investment and FDI is finding the right balance between the respective rights 
and obligations of Member States and investors. The Protocol is expected to 
comprehensively tackle this issue, as well as issues bordering on investment including 
anti-corruption, environmental protection, taxation, transparency, labour protection, and 
other human rights generally. In order to promote integrity and predictability in the area of 
investment, the Protocol is expected to contain clear rules that will be binding on every 
MemberMember State. Exhaustion of domestic remedies, and State-Investor dispute resolution in 
Africa, by Africans, are also some of the considerations that should be adopted in the 
Protocol. The AfCFTA Investment Protocol is a grand opportunity to redefine and 
consolidate the rules governing investment in Africa and to ensure that the subject of 
investment is not only relevant to large businesses, but also to MSMEs, the engine of the 
African economy.

Rules of Origin (Under the Protocol on Trade in Goods)

Rules of Origin are a “passport” enabling goods to circulate duty-free within a Free Trade 
Area (FTA) as long as these goods qualify as originating within that FTA.  They define the 
criteria needed to determine the national source of a product and thereby determine 
whether or not that product qualifies for preferential treatment within the FTA. Duties and 
restrictions in several cases depend on the source of imports and there has to be a 
well-defined criterion for the removal or variation of these restrictions.



The 8th Meeting of the AfCFTA Council of Ministers Responsible for Trade on 28th January 
2022, as part of the Tariff and Rules of Origin negotiations, agreed on the Rules of Origin of 
87.7 percent of the goods covered by the AfCFTA, comprising about 3,800 tariff lines. These 
agreed Rules of Origin would have significant implications for businesses in Africa. These 
rules will form the cornerstone for the effective implementation of preferential trade 
liberalization within the AfCFTA and a vital instrument required for boosting trade within 
the continent. The agreed Rules of Origin eliminate a major hurdle associated with 
identiidentifying products that qualify for the preferential tariff regime under the AfCFTA. The 
Rules will set the basis for full-scale trade among member states of the AfCFTA and 
business persons within the continent.

AfCFTA Member States by granting each other trade preferences would be able to source 
more intermediate and final goods among themselves rather than importing from 
non-African countries, as has hitherto been the case. This will ultimately expand 
intra-African trade and create a wider market for businesses within Member States to trade 
with themselves and enhance their competitive power on the global market. For 
businesses in Africa, this means more jobs and greater gains, as the African market 
expands and new prospects are identified. Businesses would have the opportunity to 
ventuventure into new markets in regions with which they would ordinarily not be familiar. It has 
been estimated that, by 2035, intra-continental exports within Africa will rise by 81 percent, 
while exports to non-African countries increase by 19 percent. The long-standing narrative 
of Africa’s overreliance on non-African imports is set to change if businesses in Africa take 
advantage of this opportunity to utilize, in practice, the preferential trade liberalization 
under the agreed Rules of Origin.

Notable among these advantages to African businesses, are the benefits that will accrue to 
MSMEs in Africa, which provide for an estimated 80 percent of jobs across the continent, 
and account for more than 50 percent of the continent’s GDP. Expanding the market for 
intra-continental trade in Africa will result in an upward trajectory in capital gains for these 
MSMEs, through the expansion of their customer/consumer base. The competitiveness of 
the SMEs will be considerably enhanced and create room for further expansion and 
growth. The agreed Rules of Origin will enable MSMEs to access cheaper means of 
prproduction by easing the process and reducing the cost of importing raw materials from 
other African countries to boost their production.

The manufacturing industry, on average, represents only 10 percent of Africa’s total GDP. 
This is considerably low as compared to other developing regions. A successful 
implementation of the Rules of Origin could exponentially reduce this gap, as more MSMEs 
in Africa are progressively empowered to venture into the manufacturing sector. This 
process will be an efficient vehicle to drive the industrialization agenda under the AU 
Agenda 2063 in transforming the African economy.



The agreement of almost 90 percent of the Rules of Origin sets the stage for Member 
States to gazette the legal instruments required for the application of these rules at the 
national level in order to ensure that the benefits outlined above become a reality for 
African businesses. Negotiations are however still ongoing on textiles, sugar, and 
automobiles, arguably because of their sensitivity in the areas of job creation and revenue 
to Member States.

TheThe AfCFTA Secretariat has also made significant strides in the digitalisation and trade 
facilitation journey by publishing an e-tariff book, a web-based digital tariff platform that 
covers Rules of Origin and the customs procedures that apply to products. This will enable 
traders to easily identify and apply the correct Rules of Origin and the associated tariffs to 
each specific product.

PAPSS

AnotherAnother major development which will impact African businesses under the AfCFTA is the 
Pan-African Payment and Settlement System (PAPSS), a cross-border, financial market 
infrastructure that will enhance free trade in Africa. The platform, a joint initiative of the 
AfCFTA Secretariat, the African Export-Import Bank, and the AU, was officially launched in 
January 2022, and will be legally tied and anchored to the AfCFTA. PAPSS supports three 
core functions: instant payment, pre-funding, and net settlement. The platform works in 
conjunction with central banks in Africa to facilitate direct transactions between the over 
4040 currencies used across the continent, and allows African currencies to be convertible 
within the continent without having to rely on intermediary currencies, like dollars, euros, 
or pounds. 

Over the years, it has been observed that the use of these third-party currencies generates 
not only significant time lags but also substantial costs in the conversion process, resulting 
in a high cost of cross-border payments. Currency conversions alone cost Africa a 
whopping US$5 billion each year. By avoiding this conversion process, PAPSS will save 
businesses in Africa the losses and enormous costs they incur in making cross-border 
payments. This will also lead to an acceleration in the way of doing business in Africa, 
ultimately enhancing confidence in intra-continental transactions and boosting trade 
bebetween Member States and African businesses alike. 

The importance of this initiative is even more amplified when assessed through the lens of 
the growing digital trade industry in Africa over recent years. A recent study found that 64 
percent of the daily global transactions through mobile money platforms in 2020 took 
place in sub-Saharan Africa. The importance of this platform therefore cannot be 
overemphasised. In the medium to long term, PAPSS could also substantially reduce 
Africa’s dependence on external currencies and its concomitant financial volatilities. 



Dispute Settlement Mechanism

TheThe Protocol on Rules and Procedures on the Settlement of Disputes is the primary vehicle 
through which disputes between member states of the AfCFTA will be settled. A notable 
feature of the Dispute Settlement Mechanism (DSM) established under the Agreement is 
the State-State nature of dispute settlement, with no scope for direct access for private 
persons, natural or artificial. The essence of this is that private commercial persons, who are 
the key players in the AfCFTA framework, will have no legal capacity to directly initiate 
proceedings under the AfCFTA DSM. The State-State nature of the DSM means that 
businessbusiness persons desirous of initiating the DSM proceedings must necessarily do so 
through their home countries by petitioning their governments. Beyond the obvious 
political considerations, the long-standing disinclination of African countries to engage in 
any form of contentious dispute resolution could potentially threaten the success of the 
AfCFTA DSM, as far as the interests of the private players are concerned. 

The member states of the AfCFTA will have to demonstrate their willpower in this regard by 
making use of the DSM established under the Agreement to ensure, ultimately, 
predictability and security in the way of doing business across the continent. To see to the 
effective implementation of the AfCFTA, it has also been suggested that the member 
states engage in capacity-building initiatives to empower their domestic courts to 
adjudicate AfCFTA-related issues, including multilateral trade and investment laws, 
intellectual property rights, and e-commerce. 

WWith particular reference to the area of investment, discussions are ongoing under the 
Protocol on Investment currently being negotiated, for the establishment of an 
Investor-State Dispute Settlement (ISDS) mechanism, well suited to the needs of Africa and 
the AfCFTA. This move will go a long way to enhance the confidence of foreign investors 
and thereby foster FDI in Africa for a continent-wide transformation.

Conclusion

TheThe AfCFTA promises to be the game changer for the continent of Africa. However, the 
actualisation of this vision to build a self-sustaining future for the continent will require a 
concerted effort from the governments of Member States, private organisations, and the 
entire African citizenry. 

OnOn the part of the governments and state organisations, actualising the objectives of the 
AfCFTA will require a determination to unreservedly uphold the provisions of the AfCFTA 
Agreement and foster co-operation with other member states in good faith. Governments 
and state institutions are expected to develop proactive policies and enact domestic 
legislations that will enhance the free flow of goods, services, and capital across borders, 
and also to commit to building the necessary infrastructure that will drive this objective.



For private organisations, who are the key on-the-ground movers of the AfCFTA framework, 
there must be a clear understanding of the Rules of Origin, the DSM, and the PAPSS, which 
will enable them to take their position at the forefront of the AfCFTA framework. While 
brokering bilateral and multilateral deals, private organisations must have the legal 
instruments of the AfCFTA in mind. Member states and private entities must together 
commit to building formidable Public-Private Partnerships that will advance the inclusive 
economic integration agenda under the AfCFTA. 

ThisThis is a momentous time in Africa’s history, and it is indeed the time to collaborate to 
create the building blocks that will unleash Africa’s prosperity.
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