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Takeaways from the expected impact of AfCFTA's implementation*

AfCFTA's transformative potential for Africa
Expected benefits from the AfCFTA reform will not be automatic.

The active engagement of the private sector and development
partners to support the AfCFTA's successful implementation is vital.

~ y A transformed and growing Africa with a more robust,
T attractive and predictable market is certainly in the
< ( \\ interest of all parties within and outside the Continent.
ALL COUNTRIES MUST:
«* - Ratify the Agreement Itis only when the rules of origin,
\é\"‘ - Accelerate their efforts towards schedules of tariff concessions and
» implementation strategies with schedules of services

clear action plans commitments have been officially
finalized that State Parties will
effectively be able to trade under

the agreed preferential terms.
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*Source: Assessment of the economic implications of the AfCFTAS implementation carried
out by the United Nations Economic Commission for Africa (ECA) and the Centre for
International Research and Economic Modelling (CIREM) of the Centre d'Etudes Prospectives
et d'Information Internationales (CEPII), July 2021.

The AfCFTA's economic benefits are
largely centered on intra-African trade
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Intra-African trade creation At sub-sectoral level, the most notable increases in intra-African
would also lead to an

improvement in Africa’s output.
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A game changer for Africa's internal and external

trade relations

The AfCFTA provides an unprecedented The increases in relative terms for Effective implementation of the AfCFTA

opportunity for Africa's transformation, > agrifood, industry and services will not would therefore not only boost

competitiveness and development. lead to equal increases in absolute terms, intra-African trade but also help Africa
because intra-African trade is currently industrialize and diversify away from
dominated by industry. energy and mining.
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In 2020 In 2045 - Without AfFTCA In 2045 - With AfFTCA

Valueof = $700 bn +270% +400%

Intra-African trade

(compared to 2020) (compared to 2020)
shareof == 15% = 20% = 26%
Intra-African trade +37% compared to 2020 + 75% compared to 2020
[Services ]
(Agri-food ] 19.6% 16.9% 17.8%

(Industry ) 56.2% =t
[Energy/Mining ]

Qaurce: ECA&CIREM-CEPII's calculations based on MIRAGE-e )

The AfCFTA will also contribute to reduce the current trade dependence of Africa on its external partners

Currently, around 85% of Africa’s formal
trade is with the rest of the world. Intra-African trade

As intra-African trade would grow more than
Africa's trade with the rest of the world between
2020 and 2045, and following the successful
realization of the AfCFTA market, the share of formal
intra-African trade would expand substantially.
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Africa’s imports from the rest of the world are mostly industrial goods (which
account for 60% of Africa’s total imports from the rest of the world).



Reducing restrictions to services matters

Although the absolute increase of intra-African trade in services trade would Health and education are important vehicles for growth and
be relatively moderate, the considerable increase in relative terms following development and Africa cannot afford missing the trend
the establishment of the AfCFTA needs to be taken seriously. Relative towards increased digitalization. ‘ w

increases in services’ sub-services would be higher than in most goods’
sub-sectors.

Moreover, the current trend towards digitalization, which is not considered in
this assessment could actually facilitate the development of many services,
especially health and education, within the Continent and thereby amplifying
intra-African trade gains in services sectors. e
Findings indicate the AfCFTA would actually strengthen Africa’s production
capacities, particularly in industry but also services. Tourism and transport
would be the services’ sub-sectors that would contribute most to the increase
in Africa’s sectoral output of services. et

A

he COVID-19 pandemic has revealed the need for Africa
.+ to strengthen its own production and trade capacities in
health and education. #

Addressing non-tariff measures would maximize the
benefits from intra-African trade

NTM cuts
A

Industrialisation through trade
. J

2X - 4x

The impact could be multiplied 2 to 4
times compared to a situation where only
tariffs are liberalized (depending on the
ambition in reduction of NTMs).




Decline in Africa’s tariff revenues will be
progressive and not hampering Africa’'s welfare

Aggregate tariff revenues for Africa will decrease with implementation of Furthermore, the Afreximbank has already set-up the
the AfCFTA, with some countries to be more affected than others. AfCFTA Adjustment Facility which is to serve as a
mechanism to provide short-to-medium term
financing to vulnerable countries; with $ 8 billion
already raised and the undertanding that additional funds
would need to be primarily obtained from the markets, as
required.

It should however be noted that the decline would be moderate in
the early years of AfCFTA implementation (thanks to the progressive
liberalization).

Moreover, governments have other sources of revenues at their disposal

which could be acted upon to compensate such losses. Finally, the decrease in Africa’s tariff revenues alone will not

hinder overall welfare, thanks to the benefits generated by
intra-African trade expansion.

Changes in Africa’s tariff revenues, following AfCFTA implementation as
compared to baseline (i.e. without AfCFTA) -% — Every 5 years from 2025 to 2045
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