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Note

The material contained in this publication may be freely quoted or reprinted but acknowledgement is requested,
together with a reference to the document number. A copy of the publication containing the quotation or reprint
should be sent to the UNCTAD Secretariat, at: Palais de Nations, 1211, Geneva 10, Switzerland.

The designations employed and the presentation of the material do not imply the expression of any position
whatsoever on the part of the United Nations Secretariat concerning the legal status of any country, territory, city
area, or its authorities, or concerning the delimitations of its frontiers and boundaries, or regarding its economic
system or degree of development.

This document has not been formally edited.
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FROM REGIONAL ECONOMIC COMMUNITIES TO A CONTINENTAL FREE TRADE AREA:

EXECUTIVE SUMMARY

The establishment of the Continental Free Trade Area (CFTA) is gaining speed, with the African Union
(AU) aiming to get the CFTA agreement in place by 2018. If fully implemented, the CFTA could increase
intra-African trade significantly and promote structural transformation by providing a lever to industrial
development in African economies.

In this context, this report seeks to enhance knowledge among policymakers, experts and private sector
stakeholders on essential policies and measures for establishing the CFTA and boost regional supply
chains in not only agricultural commodities but also processed food products. This has been done
through network analysis, which allows visualizing which country has competitive advantage over others
in each trade agreement or regional context, as well as highlight overlapping regional agreements and
identify trade hubs within Africa. The report then carries out a specific analysis of agricultural products
identified in the Abuja declaration and in other literature sources as being of interest.

The ultimate purpose of this work is to inform African policy-makers with strategic tools to assist trade
negotiations and agricultural policy design. Its focus is on the eight Regional Economic Communities
that exist in Africa, as they do not only constitute key building blocks for economic integration, but are
also important actors working in collaboration with the AU in ensuring peace and stability in their regions.

Around 80 per cent of all intra-African trade flows through Regional Economic Communities (RECs) and
20 per cent flows outside trade agreements. Based on trade volumes, five countries play central roles
in mobilizing the intra-African trade — Algeria, Cote d’lvoire, Egypt, Nigeria, and South Africa — being
responsible for 67 per cent of all intra-African traded volumes in 2015. However, the network analysis
indicated that four countries in Africa represent central players in trade networks in the continent, namely
South Africa, Cote d’lvoire, Kenya and Morocco. As a result, these countries benefit from more diversified
trade flows and higher proportion of intermediate and value-added products than their neighbors. As
a result, their experience could serve as pathways to development outcomes due to their pivotal role
on connecting trade channels among SADC, CEN-SAD, COMESA, EAC, IGAD, UMA and ECOWAS.
Among them, South Africa is a central player on establishing the CFTA because the country is not only
responsible for the largest traded volumes in Africa (i.e. about 45 per cent of all intra-Africa exports)
but also is a major commercial hub. South Africa has direct trade with 96 per cent of the intra-African
network (53 countries out of 54 AU’s member states).

Many producers based in African countries fall short to compete in domestic and regional markets due
to many challenges such as the lack of infrastructure and supporting processes that leads to high unit
cost (e.g. fresh poultry produce in Mozambique versus frozen poultry from Brazil). In addition, there is
substantial and thriving informal trade in the region, which means that intra-African trade is in fact likely
to be significantly higher than official statistics suggest, having direct implications for fiscal revenue of
governments in the region.

The Declaration of the Abuja Food Security Summit named a number of strategic agricultural products
for Africa (e.g. rice, maize, legumes, cotton, palm oil, beef, dairy products, poultry, and fisheries), which
were analyzed in this study. Adding to those, this report also identified seven additional promising
agricultural commodity chains based on economic, social, environmental and regional integration
criterion (e.g. avocados, cashew nuts, floriculture, onions and shallots, pineapples, potato, and tea).
A priority assessment indicated that those products carry large development potential in regional value
chains in Africa. Among them, tea and potato present the highest potential for local development and
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the knowledge about their regional supply chains can guide decision-making on establishing a CFTA.

Despite farming being the primary source of food and income in the region and providing up to 60 per
cent of all jobs on the continent, the share of agricultural commodities in intra-regional trade is less 30 per
cent. Meeting the standards required for integrating into global value chains will be a gradual process.
In the interim, gains can be made from integration of regional value chains. Since agriculture accounts
for 25 per cent of African GDP, developing regional value chains for strategic agricultural commodities is
essential to CFTA's success, as they can help exploit economies of scale, lower production and marketing
costs. Better agriculture directly correlates to improved livelihoods, given the sectors importance as a
job-creator in Africa.

To maximize the opportunities offered by RECs in agriculture, it is necessary to deal with the overlapping
memberships that hinder harmonization and standardization, as well as the enforcement of rules of
origin. Looking exclusively at the strategic commodities 32 per cent of all traded volumes flow through
channels in which trade partners present two or three overlapping memberships. Unless a good dispute
settlement mechanism exists, some disputes can threaten the continued operation of RECs and hinder
the CFTA's success.

The establishment of the CFTA will require all African countries to further develop their internal capacity
to refine their regional trade policies and ensure that they are able to benefit from these various trade
opportunities. To do this, they will need to strengthen their internal negotiations with key stakeholders
to ensure that national policies and trade negotiation strategies reflect their interests. This will require
regional trade policies that are inclusive, gender sensitive and well-articulated by their national trade
negotiators. In this context, strategic tools (e.g. network analysis and value chain assessment) can assist
these trade negotiations and be used to benchmark integration process of RECs into CFTA.
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Organic tea production in the United Republic of Tanzania.
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