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INTRODUCTION 

This article examines the actual and potential economic benefits of African Customs Union 
membership via implementation of its actual economic policies and potential economic 
strategies in relationship to the economic barriers/obstacles to Economic Growth/economic 
development faced by African, second-world and third-world Developing economies. 

African Continental Free Trade Area membership may induce the following strategic, 
discretionary economic policies/strategies : 

•	 Customs Union membership 

•	 Internal Free Trade of goods and services 

•	 Free internal movement of Capital 

•	 Free internal movement of Labour 

•	 Supranational sectoral subsidies to encourage the economic development of 
underdeveloped, national economic sectors 

•	 Supranational regional subsidies to create a supranational dimension to Regional 
Policy and induce supranational economic development and redevelopment of 
peripheral regions to reinforce and enhance national Regional Policies 

•	 Supranational integration whereby there would be a supranational political organ/
body/instrument with supranational sovereignty/ supreme hegemony to which the 
national, political sovereignty of individual, member states would be subservient/
subordinate 

•	 Single currency 
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In March 2018, 44 African countries signed the Establishment of the African Continental Free Trade 
Area. By doing so, African leaders set out to achieve a long-held vision of free trade across the 
continent. Since its launch, the AfCFTA has gained momentum: The total number of countries that 
have signed is now 52. Although 22 have deposited their instruments of ratification, many others are 
finalizing the process.

On 29 April 2019, twenty-two African states deposited their instruments of ratification of the African 
Continental Free Trade Area (AfCFTA) agreement to the African Union (AU), this met the minimum 
number of states required for the agreement to come into force and was active 30 May 2019.

Barriers to economic growth faced by all Less developed Countries, including second-world 
nations and third-world economies within the African Continental Free Trade area include 
principally the following : 

•	 Inadequate Aggregate Monetary Demand to underpin sufficiently-high Economic 
Growth rates of Net National Product at Factor Cost per capita to induce enough 
Derived Demand for Labour to avoid excessively-high rates of Unemployment  

A.M.D. ≡ C + I + G + X - M 

•	 Inadequate domestic, private Investment and domestic, public Investment intensified 
by inadequate foreign, private Investment/Foreign Direct Investment (as well as 
inadequate foreign, public Investment/insufficient international aid); inadequate 
Investment funds creates an inadequate Capital Stock in terms of insufficient Capital 
equipment, machine-tools, plants/buildings, social Capital/ Infrastructure, not enough 
human Investment in human Capital via health and education/training/retraining 
Expenditure in high technology, inadequate embodied Investment embracing 
technical progress within new product development/product innovation, product 
invention and within new, hi-tech production techniques, see diagram I 

•	 Persistent Balance of Payment Deficits M > X; especially Visible trade deficits in 
goods, Invisible trade deficits in services and inadequate foreign Capital inflows/
insufficient Foreign Direct Investment/not enough foreign Investment transfers-in 
means that smaller Balance of Payment Capital Account surpluses do not totally 
offset larger Balance of Payment Current Account deficits 

 � ∑ Visible Imports > ∑ Visible Exports ≡ Visible trade deficits  
∑ Invisible Imports > ∑ Invisible Exports ≡ Invisible trade deficits  

≡ Balance of Payment Current Account deficits  
Balance of Payment Capital Account Surpluses < Balance of Payment Current Account deficits  

 ≡ Net Balance of Payment deficits 

•	 Excessive National Debts/sum totals of government debt/government borrowing/
government credit fuelled by : 

•	 Balance of Payment deficits create Net monetary outflows/Net Total Revenue 
outflows which necessitate international borrowing by the central bank/official 
financing of Balance of Payment deficits; creating the cumulative vicious circle of 
increased international debt and resultant, increased international debt interest 
payments/international debt-servicing 
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 � ∑ Imports > ∑ Exports ≡ Net Balance of Payment Deficit  
∑ Total Revenue outflows > ∑ Total Revenue inflows  

∑ Monetary outflows > ∑ Monetary inflows  
≡ Net Total Revenue outflow/Net monetary outflow 

•	 Excessive Government Expenditure greater than Taxation revenue in any fiscal 
year creates a Public Sector Borrowing Requirement/federal budget deficit and the 
consequent requirement for government borrowing with a resultant increase in the 
National debt 

 � Discretionary, reflationary fiscal/budgetary policy  
  Government Expenditure G and/or  Taxation T  

 Federal budget deficit G > T ≡ P.S.B.R. ≡  National Debt 

•	 Allocative inefficiency/X-inefficiency as Developing economies are overdeveloped/
overconcentrated/overspecialized/overdependent upon a narrow range of raw 
materials, minerals and agricultural products in the primary sector which have low, 
falling and fluctuating Prices and whose stable Relatively Price Inelastic Demand 
makes them low-growth, low-profit centres; they need economic Diversification into 
new, more-profitable economic sectors i.e. the secondary sector of manufacturing/
processing raw materials and primary minerals into high-value-added, high-profit 
finished goods/final goods and the tertiary sector of high-Price, high-growth, final 
consumer services which would induce not only greater producer profitability but an 
amelioration in international trade profitability towards a more-favourable Balance of 
Payments on the Current Account 

FIGURE 1 : DECREASES IN EXPORTS AND INCREASES IN IMPORTS OF FOODSTUFFS,  
USD BILLION, AFTER NATURAL DISASTERS ANALYSED BY REGION, 2003 - 2011,  

DEMONSTRATING AFRICAN OVERSPECIALIZATION IN AGRICULTURE 
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•	 Excessive, relatively-high dependency ratios and concomitantly-inadequate, 
relatively-low participation ratios due principally to relatively-high Birth Rates 
and falling Death Rates due to improvements in medical technology; the resultant 
population age pyramids for third-world economies reveal too many young dependents 
exacerbated by too many old dependents with too few workforce participants which 
is a non-optimal age structure since it does not maximize Labour input via the Supply 
of Labour 

See diagrams II, III, IV and V : Age-Distribution Population Pyramids of Kenya, Rwanda, 
Tanzania and Uganda 

The interrelationships and interactions between the barriers to economic development 
and the potential economic advantages conferred by African Customs Union discretionary 
policies/strategies are examined with respect to 4 hypotheses :

•	 Hypothesis 1. Which strategic economic policies implemented as a direct result of Customs 
Union membership may help to overcome or minimize which barriers to Economic Growth 
for African Less Developed Countries 

•	 Hypothesis 2. Economic strategies derived directly from Customs Union membership may 
not alleviate or mitigate which obstacles to economic development for second world and 
third-world African economies 

•	 Hypothesis 3. Which economic policy instruments/measures/techniques/ tools originating 
directly from Customs Union membership are controversial concerning their potential to 
help remove barriers to economic development; they may or may not remove barriers to 
Economic Growth depending on variable economic viewpoints/standpoints of different 
economists 

•	 Hypothesis 4. The fundamentals to economic integration and development in Africa relies 
on two core mechanisms: The first being the successful implementation of the AfCFTA 
and this should facilitate and increase the inflow of FDI, parallel to this liberalization and 
privatization should channel the FDI into the much needed financial vacuum of development 
i.e. the core African industries like Energy, Mining and Wildlife tourism 

•	 The establishment of CFTA is a cornerstone to strategic and pragmatic approach to long-
vision African integration. In 1994 when the Abuja treaty was entered into force – the treaty 
reinforcing the establishing of African Economic Community. While Abuja treaty aimed 
to bring the communities together and foster co-operation and development, CFTA aims 
to open-up African markets, liberalize trade between member countries and attain the 
free-market and development achieved by Regional Economic Communities (RECs). 
CFTA takes a broader aim at integration, is laid on realistic economic ground and facilitate  
intra-African trade 

•	 Economic integration is a multi-dimensional approach which not only relies on sound 
economic and industrial policies but its successful implementation on ground to 
ensure sustained regional growth and development. Therefore, the second hypothesis 
is “Liberalization and Privatization” to drive home “Foreign Direct Investment (FDI)”. 
Investment led growth cannot be realised unless the economic and infrastructure 
conditions are created for the economy to thrive. Therefore “Privatization and 
Liberalization” will ensure this drive which will further attract much needed FDI 
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Article Objectives 

•	 Examine the structural framework of the African Continental Free Trade Agreement 
(AfCFTA), as a mechanism through which various regional entities can expand trade, 
commerce, movement of people, goods and services, increase the FDI into the RECs 
and develop the overall state of the African economies 

•	 Study and understand the broad dimensions and core elements of trade and economic 
integration in Africa. Examine how the industrial development is the backbone of the 
regional economies and economic integration 

•	 Finally, examine the liberalization and privatization approach to overall economic 
development, attract FDI and develop the core African industries: mining and minerals 
industries, energy and electricity sector and the African wildlife and tourism sector 

FIGURE 2 : COUNTRIES THAT HAVE RATIFIED THE ACFTA AGREEMENT, 08.07.2019 

The potential impact of A.C.F.T.A. membership must be considered by disaggregating and analysing 
the consequences/effects/results/implications of A.C.F.T.A. membership within 5 distinct domains. 
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POTENTIAL ECONOMIC GAINS FROM MEMBERSHIP OF A FUTURE A.C.F.T.A. 
SINGLE MARKET : INTERNAL FREE TRADE AND FREE FLOWS OF ALL 

PRODUCTS, CAPITAL AND LABOUR BETWEEN ACFTA. MEMBERS;  
COMMON EXTERNAL PROTECTIVE REGULATIONS  

AGAINST ALL NON-A.C.F.T.A. MEMBERS 

1. CUSTOMS UNION 

(a) INTERNAL FREE TRADE OF GOODS AND SERVICES 

A Free Trade Area is a group of countries which simply co-ordinate the removal of internal, 
trade barriers; they do not erect a common external tariff. 

A Customs Union is a group of countries which have no internal, trade barriers between 
member states and which impose/levy a common external tariff i.e. a unified, uniform tax upon 
all Imports from non-members/all products imported from outside the geographical area/region 
of the Customs Union. 

A trading bloc/trade bloc is a group of countries who form a Customs Union or common market 
in order to reduce internal, trade barriers between themselves and to raise trade barriers 
against non-member countries. 

Trade creation defines economic welfare gains to individual, member states from Customs 
Union membership. Trade diversion defines economic welfare losses to individual, member 
countries from Customs Union accession. 

The A.C.F.T.A. is more than a Free Trade Area, it is a trading bloc and a Customs Union 
with internal Free Trade; no internal Protection between A.C.F.T.A. members i.e. no Import 
restrictions/regulations/controls, no tariffs, no quotas on internal A.C.F.T.A. trade. Every 
individual, member country of the A.C.F.T.A. Customs Union will impose lower customs duties 
on Imports from all other A.C.F.T.A. members. Therefore, the A.C.F.T.A. Customs Union 
creates a trading bloc with more-open, internal A.C.F.T.A. markets; inducing greater trading 
opportunities for A.C.F.T.A. members and greater, internal A.C.F.T.A. trade; trade creation 
within a larger, more-open, internal A.C.F.T.A. consumer market. 

There may be a significant increase in Invisible trade of tourism/tourist Expenditure 
by A.C.F.T.A. residents within new A.C.F.T.A. accession countries; such low-cost 
economies may benefit from an increase in Invisible Exports/Total Revenue inflows 
of tourist Expenditure due to the internal Free Market of the enlarged A.C.F.T.A.  

The common external tariff imposed/levied upon all non- A.C.F.T.A. countries/  
non-member countries leads to trade diversion; reduced, external trade with all countries 
outside the A.C.F.T.A.  trade bloc. Protectionist, trade restrictions against non-members (via 
common external tariffs, Export subsidies, effective Import barriers) distort market forces 
and comparative costs; such market distortions may lead to an inefficient and ineffective 
allocation of resources i.e. allocative inefficiency. The impact of trade diversion, in terms of 
reduced Economic Growth and lower Standards of Living, upon non-member countries may be 
uneven and inequitable; it may be more damaging to Developing countries than to Developed 
economies. 
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The A.C.F.T.A. is a Customs Union trading bloc, a group of countries with agreed tariff 
reductions/tariff concessions/lower tariff walls upon all internal, A.C.F.T.A. trade within internal 
A.C.F.T.A. markets between all A.C.F.T.A. members; excluding all countries not in the trading 
bloc. A.C.F.T.A. membership leads to a changing structure in the pattern of international 
trade : greater, internal A.C.F.T.A. trade/trade creation, consequent upon preferential trading 
advantages within the Customs Union; lesser, external, non- A.C.F.T.A. trade/ trade diversion, 
as a result of having to adopt a common external tariff which may increase the Price of Imports 
from relatively-low-cost producers outside the Customs Union. 

Internal, E.U. trade liberalisation may induce a wide range of benefits resulting from increased, 
international Specialization and trade within the trade bloc; as delineated via the Law of 
Comparative Costs. The Customs Union creates larger, potential effective markets for firms, 
developing the possibility of higher output levels, embracing the potential benefits of greater 
Economies of Scale, employment growth and lower rates of Inflation; consumers may benefit 
from more customer choice, lower Prices and higher, resultant Standards of Living within the 
Customs Union. The growth of multinational companies might limit the benefits of lower Prices 
and greater consumer choice. 

Trading blocs, such as A.C.F.T.A. distort world trade : they increase the Free flow of goods 
and services internally between member states; they have adverse trading effects and impose 
greater trade restrictions upon all non-member countries; they may result in conflicts between 
different trade blocs and higher levels of Protectionism between trading blocs; they create 
greater interdependence between participating, member countries; they contradict the most-
favoured-nation G.A.T.T. Article of the World Trade Organization. 

Moreover, the A.C.F.T.A. economies have an historical and current Balance of Payment 
deficit on the Current Account; a Net, negative, international trade balance in goods/
Visible trade and services/Invisible trade; A.C.F.T.A. Visible trade deficits are historically 
and currently exacerbated by A.C.F.T.A. Invisible trade deficits. 

Historically and currently, A.C.F.T.A. Invisible Export earnings/receipts/ Total Revenue 
inflows from overseas sales of services abroad are less than A.C.F.T.A. Invisible Import 
payments/Total Revenue outflows from purchases of foreign services; A.C.F.T.A. 
economies have always suffered from Invisible trade deficits in their international trade 
of services. 

Therefore, A.C.F.T.A. economies must absorb ever-increasing, current Invisible trade 
deficits/negative Balances of Invisibles/negative Balances of Invisible trade in services 
with O.E.C.D. Developed first-world economies. 

The development of the A.C.F.T.A. Customs Union represents a significant change in 
exogenous variables within the dynamic, international, economic external environment; 
Export-Led Economic Growth and greater Aggregate Monetary Demand create increased 
employment due to resultant rises in the Derived Demand for Labour within national, 
member economies. 

Customs Union membership will lead to tariff reductions on all individual, member 
countries’ Exports and Imports to/from all other individual, member economies; if 
lower tariff walls on an individual, member state’s Exports are greater than its own 
Import duty reductions, Net Export Prices will fall causing an unfavourable movement 
in the terms of trade which will, nevertheless, create a positive effect upon the 
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Balance of Payments via a rise in Net monetary inflow if Demand for Net Exports is 
Relatively Price Elastic i.e. if the Marshall Lerner Elasticity Conditions are fulfilled,  
see diagram VI.

Relatively Price Elastic Demand for Net Exports  
% ∆ Net Export Prices < % ∆ Demand for Net Exports  
% ∆ Net Export Prices  < % ∆ Net Export Demand   

  Net Total Revenue inflow 

Economic integration according to Balassa is defined in two-fold; one as a process, it encompasses 
measures designed to abolish discrimination between economic units belonging to different national 
states; or as a state of affairs, it can be represented by the absence of various forms of discrimination 
between national economies. According to Kuhnert et al. economic integration is the process of 
removing progressively those discriminations which occur at national borders. If one closely looks 
at the definitions of Balassa and Kuhnert et al. practically speaking, these are merely forms of 
economic and policy cooperation and not integration. 
  
Therefore, the above economic definition does not assist in carving out an economic, industrial and 
infrastructural level of integration that we are researching to achieve on a regional scale in African 
economies. As Allen stated economic integration may mean something different to nearly everyone. 

Lipsey provided the following definition of the Customs Union Economic Integration Theory as 
follows: the theory of customs unions may be defined as that branch of tariff theory which deals with 
the effects of geographically discriminatory changes in trade barriers.

A closer regional economic theory that we can rely on is Malchup’s integration theory who states it 
as a process of combining separate economies into a larger economic region which we are building 
to achieve on African regional economic blocs. Machlup and Staley further argue that integration is 
concerned with the utilization of all potential opportunities of efficient division of labour. 

Framework of Traditional Economic Integration Theories 
Stages of Economic Integration 
Balassa and Panagariya 

Balassa’s stratifying work on the theory of economic integration is an essential work when discussing 
economic integration, especially within Developing Countries. His work divides the integration into 
four distinct stages :

•	 Free trade area FTA 

•	 Customs union CU 

•	 Common market CM 

•	 Economic union 

Panagariya on the other hand notes that the Preferential Trade Area PTA essentially covers the areas 
and can envelop the functions of FTAs, CUs and mechanisms to include partial trade arrangements. 
In this tariff mechanism, an arrangement is made between participating nations to ensure lower 
customs duty and barriers when compared to non-participating countries. Panagariya explains 
PTAS as an arrangement between two or more countries in which goods produced within the union 
are subject to lower trade barriers than the goods produced outside the union.
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NAFTA and ASEAN are examples of PTAS and the EU is an example of a Customs Union. In order 
to set an example for regional trade integration in Africa, it is essential to note the key difference 
between an FTA and a PTA. While an FTA is much like a PTA in which participating states remove 
trade barriers (zero tariffs) on goods and services produced within the union. The key difference 
is that countries allocate their own tariffs when trading with non-participating nations. This is a key 
element and example of trade integration which can guide as a building block in forming a regional 
integration in the East African Community EAC. 

According to paragraph 8 of article XXIV, GATT defines a Customs Union and Free Trade Area as 
follows for the purposes of this agreement : 

•	 A Customs Union shall be understood to mean the substitution of a single customs territory for 
two or more customs territories so that: duties and other restrictive regulations of commerce are 
eliminated with respect to substantially all trade between the constituent territories of the union 
or at least with respect to substantially all the trade in products originating in such territories; 
subject to the provisions of paragraph 9, substantially the same duties and other regulations of 
commerce are applied by each of the members of the Customs Union to trade of territories not 
included in the Customs Union 

•	 A Free Trade Area shall be understood to mean a group of two or more customs territories in 
which the duties and other restrictive regulations of commerce are eliminated on substantially all 
the trade between the constituent territories in products originating in such territories 

•	 A Common Market is a Customs Union in which the free movement of Labour and Capital among 
participating countries takes place. This is an essential element of physical integration to allow 
transborder trade of services through people; this status was achieved by the E.U. 1993 

Traditional Economic Integration Theories 

Various classic economic theories can be classed into two groups : Viner’s traditional Economic 
Integration Theory; Customs Union Theory further refined in the period following the 1960’s by 
authors such as Meade, Gehrels, Lipsey et al. These authors worked to further developments 
to Viner’s analysis, discussed in this section which attempts to understand the new Economic 
Integration Theories developed on Free Trade whose tariff policies are superior to Customs Unions 
as a trade-liberalizing mechanism, as discussed by Krauss. This section also looks at relevant 
theories for Developing Countries and calibrates the effect of economic integration in Africa and 
factors influencing the desirability of regional integration. 

Viner’s Traditional Customs Union Theory was monumental in deriving the critical element of 
economic integration. His static analysis of economic integration stratified potential impacts of 
integration into concrete theories of trade creation and trade diversion effects. 

Trade creation is an agreement within a bloc, when two or more nations enter into a trade mechanism 
in which there is increased imports into a member state which did not previously import at all. While 
the mechanism of trade diversion is to ensure member states substantially increase Imports from 
the bloc which previously relied on external Imports, essentially diverting the Imports.

In order to understand their effects on a regional economic bloc like the East African Community, 
Viner concluded that Custom Unions provide a challenge to boost economic activities unless rigid 
market policies are in place. 
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It is understood and concluded that within the trade creation and trade diversion, the diversion 
aspect of the trade and its impact on integration outweighs the creation of trade; therefore the key to 
regionalization of trade and integration is not facilitated by this mechanism. This is again seconded 
by Viner as Customs Unions are only partial, uncertain, and otherwise imperfect means of doing 
what a world-wide non-discriminatory reduction of trade barriers can do more fully, more certainly, 
and more equitably. 

From a perspective of regional integration, implementing this mechanism in the African context, 
Viner’s Theory makes it clear that states aspire to integrate only if the mechanism of integration 
fosters Economic Growth and creates a market for exchange of goods and services.

Trade Expansion versus Trade Creation and Trade Diversion 

According to Hay and Meade, Viner’s proposal on trade diversion may lead a Customs Union to 
misappropriation of resources. Meade identified that Viner’s theory is applicable in scenarios where 
there is Relatively Price Inelastic Demand and a vast Elastic Supply. In a mechanism where the 
demand becomes Elastic, Meade concludes that Customs Unions may in turn foster an increase 
in the amount of trade as an aspect of trade diversion. This scenario was identified as trade 
expansion. Therefore, the trade expansion element was added to the trade creation and trade 
diversion concepts of Viner’s traditional analysis. The non-pareto-optimal resource utilization effect 
on economic welfare stresses the impacts of trade diversion and trade creation on a country’s 
economy. A common external tariff leads to trade diversion which stresses the already-existing 
allocation of natural resources, considered as an economic welfare loss and resource misallocation. 
Trade creation raises economic welfare of an economy’s internal consumers and producers while 
trade diversion decreases economic welfare of external consumers and producers.

Production and Consumption Effects of Customs Unions 

In Viner’s analysis, Lipsey notes that in terms of economic welfare, trade diversion has a negative 
aspect while the trade creation mechanism, which moves high cost to low cost production is 
considered a positive aspect. However Lipsey in turn refutes this in terms of overall economic 
welfare incorporating both consumption and production channels. Viner’s work has put emphasis on 
the production aspect removing the consumption element out of the equation; when a Custom Union 
is formed, as a result of the removal of Import duties on goods, domestic markets in the Customs 
Union undergo Price fluctuations, which in-turn have two output scenarios : a production effect as 
previously explained; a consumption scenario whereby partner countries will see a higher spike in 
the annual Consumption of cross-border products, and a gradual reduction from extra-Customs 
Union states. 

Trade diversion and welfare analysis performed by Cooper and Massell, Johnson and Pomfret 
concluded on the results upon both Consumption and production cycles within Customs Unions. 
Johnson, noted that trade diversion may enhance overall economic welfare if the secondary effects 
upon production are taken into account. 

Trade diversion economic welfare losses can be outweighed by economic welfare gains as a result 
of lower Prices of goods and services with the reduction or elimination of cross-border tariffs. Pomfret 
argues that this results in higher consumer surpluses regardless of any increase in Imports from 
lowest cost suppliers. 
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Meade made appropriate developments in Viner’s study given that his studies were focused on the 
secondary effects of the impact of tariff reduction upon a single commodity; economic welfare may 
be added to the basket if due consideration is given to the auxiliary impacts upon complements and 
secondary goods. As Meade noted, if Holland reduced tariffs on beer from Belgium while the duty 
on beer imports from other countries remains unchanged; therefore, Meade argues, addressing 
a single commodity in the wide pool of markets, a tariff reduction contributes to greater economic 
welfare in the country. 

Lipsey and Lancaster made good contributions to Viner’s theories via consideration of the difference 
between small versus large tariff reductions within a Customs Union. Economic welfare according 
to them rose in the scenario of small tariff reductions whilst large reductions led to fluctuations in 
economic welfare. Similar views are shared by various authors, such as Meade. 

Krauss’ analysis noted the economic integration and its impact on economic welfare, assuming 
the country under observation is a Developing Country and no fluctuation in global Prices, if a 
country imposes Import duties on a product; the Demand for Imports will be reduced and cause the 
Price of the imported commodity to decline in global markets compared to its Exports, subsequently 
improving the terms of trade, this trend is known as the terms of trade effect, according to A.S. 
Honsy. 

Economic Integration between Competitive versus Complementary Countries 

Viner, Meyer and Lipsey proposed that surpluses will occur between states of a Customs Union if 
both states produce the same goods and services. However, Makeover and Morton proposed that 
within this scenario if the Price difference of these goods and services is large, there will be an 
even-larger surplus of goods and services, under the scenario of fixed Demands. Meade however 
suggested that Customs Unions may increase economic welfare if member states are competitive 
in nature though complementary, if initial tariffs are high, then each member state is the primary 
exporter to other states of the exchanged commodity.

Trade between Countries of Similar versus Different Levels of Income 

On the one hand, the Heckscher Ohlin Theory/Model of factor proportions states that a country with a 
comparative advantage, will intend to export those products which require factors of production that 
are relatively abundant and therefore relatively cheap within its borders. On the other hand, Linder 
argues that the Heckscher Ohlin Model, whilst true for natural resource intensive products, such 
as agriculture, does not hold true for manufacturing products as data on the flows of foreign trade 
reveal. Furthermore, that a country cannot enjoy a comparative advantage in any good without it first 
being produced or demanded for the domestic market. Therefore, in the scenario of comparative 
advantage related to the demand choices, trade will flourish between states of complementary 
consumption markets. 

Bhagwati et al. mentioned that Linder proposed one element of consumption index as Income per 
capita as a primary economic indicator of demand structure. Therefore, it was natural that member 
states with similar economic structures would develop similar industrial economies thus enjoying 
complementary potential trade with one another with unique goods and services.

In conclusion, states with similar levels of economic and industrial development are likely to enjoy 
flourishing trade in goods and services due to their complementary nature of Demands and Supply. 
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Intra-Industry Trade versus Inter-Industry Trade 

The primary difference between intra-industry and inter-industry trade is that the former is related to 
trade between two nations of goods belonging to the same industry while the latter refers to trade 
between two nations of a variety of goods. There is a fine difference between horizontal intra-industry 
trade where goods are differentiated by attributes and vertical intra-industry trade referring to goods 
differentiated by quality. Greenway, Zdenek and Pelzman proposed that traditional Customs Union 
Theory observed that inter-industry specialization fundamentally drives economic integration. 

Linking per Capita Income with the Pattern of Trade 

Various studies performed in the 1980’s by Greenway, Zdenek and Lancaster confirmed that the 
higher the convergence of Consumption between trading partners, the higher the scope for intra-
industry trade. 

Recent studies by Stanley and Clark, have also confirmed that intra-industry trade leads to a decline 
in nations having different factors endowments proxied by differences in per capita Income.

New Economic Integration Theories 

New Economic Integration Theory has undergone two critical development stages, both stages 
address economic development within economic and political contexts. The primary stage consists 
of the fundamental Classical Theories on economic integration of Balassa and Viner discussed 
previously, dealing with benefits and economic welfare of individual member states. However more 
important is the second stage of the new Economic Integration Theories, referring to a dynamic 
analysis of economic cooperation. 

Krauss proposed that the traditional theories of Viner and its development analysis on Free Trade is 
preferred to Customs Unions as a liberal trade mechanism. Moreover, the argument behind Customs 
Union formation of an efficient allocation of resources in not valid anymore. Likewise, Customs 
Unions are no longer used to measure the calibration of economic welfare using static analysis. 

Balassa, Cooper and Massell proposed another mechanism, dynamic analysis, as a more effective 
economic tool for the study of economic welfare effects of economic integration rather than the 
traditional static analysis of Preferential trade Areas. 

Dynamic Analysis versus Static Analysis of Economic Integration 

Dynamic analysis was first introduced by Balassa, Cooper and Massell as a mechanism for 
measurement of economic integration. Dynamic analysis proved that static analysis of Economic 
Integration Theory was not sufficient to analyse the economic welfare gains.

Allen summed Balassa’s effect of dynamic analysis of economic integration upon large-scale 
economies in terms of industrial and technological advancement, as well as its impact upon markets 
and commercial sectors, upon growth in productivity and rise in aggregate Investment, especially 
Foreign Direct Investment. 

Economic integration can lead to risk reduction and a rise in Investment-led Economic Growth, as 
noted by Brada and Mendez, which further suggests that larger markets will induce higher returns 
on Investments and lower uncertainty with lower costs via economies of scale and larger consumer 
markets. Over the medium term, dynamic analysis of economic integration demonstrates exponential 
Investment-Led Economic Growth, according to Schiff and Winters. 
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Industrialization and Business Environment under ACFTA 

ACFTA is a monumental agreement with a strategic outlook, implemented on the world’s largest FTA 
since the founding of the WTO in 1994. From a future foresight perspective, if ACFTA is successful, 
it will have a tectonic trade impact bringing the African economy to a USD. 6.7 trillion in the coming 
decade. Trade integration through AfCFTA brings about fundamental economic change to the African 
economy; a big boost to industrial and manufacturing capacity, which in turn changes the import-
export landscape, increasing consumer Demand, bringing about important integration changes.

According to UNECA ACFTA will raise the trade landscape by 15-25 percent amounting to USD. 
50-70 billion by 2040. Moreover, the IMF projected that ACFTA will expand and bring about efficient 
labour and goods markets thereby increasing the continents overall ranking system in the Global 
Competitiveness 

Africa is a highly-dynamic market with a cumulative GDP over $3.4 trillion, from the current 1.2 
billion population, projected to reach 2.5 billion by 2050 creating a dynamic flux of social fabric and 
economic integration. The continent currently has an average tariff of 6.1%; under this pattern, the 
market faces a high tariff ratio for intra-Africa exports compared to Exports to other parts of the world. 
Therefore, ACFTA, is likely to bring down the tariff trade barriers within Africa to influence greater 
trade capacity within the continent. According to ECA estimates, ACFTA will boost intra-African trade 
by 52.3% through eliminating import duties, and will double this trade if non-tariff barriers are also 
reduced. 

FIGURE 3: EXTRA AND INTRA-AFRICAN EXPORTS

Source : Intra-African trade, IMF Direction of Trade Statistics. 
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FIGURE 4: AGREEMENT ESTABLISHING AFRICAN CONTINENTAL FREE TRADE AREA

Protocol on Trade in 
Goods

Elimination of duties and quantitative restrictions on imports;
Imports shall be treated no less favourably than domestic products;
Elimination of non-tariff barriers;
Cooperation of customs authorities;
Trade facilitation and transit;
Trade remedies, protections for infant industries and general 
exceptions;
Cooperation over product standards and regulations;
Technical assistance, capacity-building and cooperation.

Protocol on Trade in 
Services

Transparency of service regulations;
Mutual recognition of standards, licensing and certification of 
services suppliers;
Progressive liberalization of services sectors;
Service suppliers shall be treated no less favourably than domestic 
suppliers in liberalized sectors;
Provision for general and security exceptions.

Protocol on Dispute 
Settlement

To be agreed.

Phase 2 negotiations Intellectual property rights
Investment 
Competition policies

Liberalization of Trade and Tariffs 

According to UNCTAD’s African Continental Free Trade Area: Challenges and Opportunities of Tariff 
Reductions, 2017 Report, eliminating all forms of barriers to trade such as tariffs and quotas could 
help improve trade and economic structures in Africa boosting welfare gains of USD 16.1 billion, 
although there would be a drop in USD. 4.1 billion in tariff-related revenues which is approximately 
10% of the current total tariff revenue. There was a small projection in employment and GDP by 
approximately 1% each, however, the intra-African trade boost rises by 33%, reducing the trade 
imbalance by nearly 50%.

However, sensitive products are exempted from liberalization under Special Product Categorization 
SPC. According to UNCTAD, under such circumstances; due to high tariff revenue characteristics of 
the SPC, it would be exempted from liberalization which brings in welfare gains of USD 10.7 billion 
in the long-term. The CFTA produces additional welfare gains that surpass tariff losses significantly 
due to better allocation of resources, see figure 5. 
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FIGURE 5 : COMPARATIVE TABLE OF SELECTED ECONOMIC INDICATORS

Scenario 1 
(Full FTA)

Scenario
(Special Product Categorization)

Welfare (billion US$) 16.1 10.7

GDP growth rate (per cent) 0.97 0.66

Employment growth rate (GDP weighted, per cent) 1.17 0.82

Intra-Africa Exports (billion US$) 68.0 63.6

Change in Intra-Africa Exports (billion US$) 16.8 12.4

Change in Intra-Africa Exports (per cent) 32.8 24.2

Change in Total Exports (billion US$) 13.5 10.0

Change in Total Exports (per cent) 2.5 1.9

Change in Total Imports (billion US$) 9.7 9.7

Change in Total Imports (per cent) 1.8 1.8

Trade Deficit (billion US$) 3,7 7.2

Trade Deficit (per cent change) -50.9 -3.8

Tariff Revenue loss (billion US$) 4.1 3.2

Tarill Revenue Loss from Intra-African trade (billion US$) 3.1 2.3

Tariff Revenue Change (per cent) -9.1 -7.2

Source: GTAP estimates. 

Many of the African economies trade under the umbrella of preferential trade agreement within their 
regional economic communities REC under which they benefit from tariff preferences on intra-REC 
trade for those countries that are members of the RECs Free Trade Agreements FTA or Customs 
Union. Intra-African imports from outside the territories of these FTAs or CUs are levies the general 
applied tariff those countries not members of the WTO or the MFN applied tariff of the destination 
market.

The SACU, EAC, ECOWAS, CEMAC; all have common external tariffs CETs in place. Preferential 
tariffs are granted for intra-REC imports, while the CETs are the MFN applied tariffs levied on extra-
REC imports. In ECOWAS, Cape Verde is the only exception. As a member of ECOWAS intra-
ECOWAS imports from Cape Verde are granted preferential access, but it is still in the process of 
implementing the ECOWAS CET for extra-REC imports.

FIGURE 6: COMMON EXTERNAL TARIFFS OF CEMAC, EAC, ECOWAS AND SACU

Applicable 
tariff regime % of tariff lines in each tariff grouping Total number of 

tariff lines

DUTY 
FREE >0%–10% >10%–

20%
>20%–
40%

>40%–
60% >60%

Specific or 
combined 
tariffs

SACU CET 55% 13% 16% 10% 2% 0.01% 4% 7906(@HS8)

EAC CET 37% 20% 0.02% 41% 1% 0% 1% 5684(@HS8)

ECOWAS 
CET 2% 60% 36% 2% 0% 0% 0% 6129(@HS10)

CEMAC CET 1% 51% 12% 37% 0% 0% 0% 5634 (@HS8)
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(b) FREE, INTERNAL MOVEMENT OF CAPITAL 

State African Regional Infrastructure 

Figure 7 is a 2012 NASA satellite image of Africa and Eurasia at night. Africa being the least 
connected continent is losing billions of dollars in economy, costing the continent an estimated 
of 2 to 3% of its GDP. 

Lack of progress on the ground and delay in connecting Africa through a strong infrastructure 
network has slowed down the process of integration; all involved parties from government 
institutions to donor agencies have had limited success in this area. 

Integration cannot be achieved without a strong infrastructure network. The major challenges 
to infrastructure development in Africa are: lack of political will with future foresight; poor 
statistics and data; resultant weaker plans and programs; inadequate infrastructure investment; 
corruption and political turmoil. 

FIGURE 7: EARTH AT NIGHT, NASA 2012

To overcome many of these challenges, two projects were identified to improve the efficiency 
and effectiveness of both Infrastructure Investment and to identify priority projects. One being 
the World Bank-sponsored Africa Infrastructure Country Diagnostic AICD diagnostic study 
which was launched to provide statistics and data and derive an estimation of Investments 
required for the Infrastructure development. According to the World Bank’s estimates in 2010, 
Infrastructure Investment on the continent needs USD 93 billion a year, more than double the 
previous estimates by the Commission for Africa. 
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This project was then followed by the Programme for Infrastructure Development in Africa PIDA 
which analysed and studied priority projects for implementation in the near future. 

The African Union Commission, New Partnership for Africa’s Development and African Development 
Bank, PIDA sponsors, collectively launched PIDA whose broader objectives are to programme 
reliable, affordable and efficient energy, water, transport and IT networks and to develop access to 
new services for all citizens. This is achieved through implementation of specific objectives.
 

Energy Developing renewable energy resources 
Implementation of high-capacity oil and gas pipeline projects 
The development of continental clean power generation and transmission 
projects 

Water Strengthening institutions for efficient cooperation on shared water resources 
The development of trans-boundary water Infrastructure to service the growing 
Demand for water 

Transport Developing Modern African Regional Transport Infrastructure Network ARTIN 
corridors through the development of world-class ports and air transport services; 
connecting cities via modern roads and railways

ICT The promotion of intra-African E–commerce 
Increasing access and security of access to internet services 
Meeting Africa’s demand for broadband at an affordable cost 

 
Financial and Macro-Economic Integration 

When capital flows more freely across Africa, Investment increases; finance is allocated where it can 
generate the greatest productivity. 

In addition, the continent’s investors get higher returns. In turn, as transaction costs of doing business 
fall and financial institutions work more effectively, companies, Micro Small Medium Enterprises and 
start-ups will benefit. 

Financial integration has been promoting knowledge and technology transfer and greater innovation; 
from the continent’s heavyweight economies to the small-sized players can all make inroads from 
making financial cross-border flows smoother and reach further. Forward-looking island nations and 
landlocked countries have already blazed a trail on financial services.

Africa To Africa Cross-Border Investments and Foreign Direct Investment 

Cross-border investment is related to Africa-to-Africa investment, which is defined by African 
Development Bank as an investment made by an African enterprise in an African country other 
than its home country. FDI is defined as, the objective of establishing a lasting interest by a resident 
enterprise in one economy direct investor in an enterprise direct investment enterprise that is resident 
in an economy other than that of the direct investor.
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Financial Investments into any country, economy or region is based on a calculated empirical risk. 
The continent as an Investment zone poses a high risk to potential investors. However, there are 
many opportunities for growth, therefore investors and governments have to calculate the potential 
for risk-award of future investments in the region. The core element of high risk Investments is 
future economic and political uncertainty which can essentially drive-down potential investments.  
Figure 8 shows constraints to investments on the continent. Tectonic financial investments are 
needed to expand cross-border investments and investment led growth to be released across the 
border. The investment mindset of the regional economy be-it positive or negative forms the core 
decision making in cultivating and culminating potential investments. Therefore, a positive mindset 
on cross-border or FDI is needed to expand and integrate regional economies. 

Investment-led growth cannot be realised unless the economic and infrastructure conditions are 
created for the economy to thrive. Figure 8 shows the core challenges not only to Cross-border 
investments or FDI but also challenges to economic integration. Lowering the investment risk to 
transparency and collaboration with international financial houses and corporations may ease 
access to finance. 

FIGURE 8 : AFRICAN FIRMS’ MOST-COMMON OPERATING CONTRAINTS

Regardless of the many operating and investment constraints in Africa, Investment on the continent 
has gone up even though global investment has seen a significant slump. Therefore, global financial 
houses are capitalizing on African growth, ease in cross-border trade and lower restrictions and 
access to commodities. 

According to UNCTAD’s World Investment Report 2019, in the last two years, global investments fell 
from USD 1.5 trillion to USD 1.3 trillion. The report indicated that global investment has been slowest 
since the last three years and the lowest since the 2008 global financial crisis.

Contrary to global investment slow-down; Africa experience surge in continental investments by USD 
5 billion from USD. 41 billion, 2017 to USD. 46 billion, 2018. The trend portrays long-term investment 
partnership which will sustain growth in the coming years establishing a long-term financial interest 
in the invested region.

This upward investment trend on the continent is largely fuelled by growing commodity prices; 
commodity market attracts global financial houses. UNCTAD’s report also states that, global finance 
is directed towards African commodities like gold as higher prices of the precious commodity is 
forecasted in the future. 
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The future development of the A.C.F.T.A. single market with no internal, exchange-control regulations; 
no internal restrictions on foreign Investment within the internal, A.C.F.T.A. market, total freedom 
of Capital movements within the A.C.F.T.A. may facilitate international Capital inflows/outflows 
internally between A.C.F.T.A. member countries; greater openness to foreign Investment by all other 
A.C.F.T.A. members may increase the internal migration/geographical mobility of Capital within the 
A.C.F.T.A. 

The A.C.F.T.A. accession countries are relatively-low-cost centres, relatively-low-wage, relatively-
low-tax economies. Therefore, they are highly attractive for foreign, private Investment/foreign 
Capital inflows from foreign O.E.C.D. manufacturers of first-world Developed economies. 

A common market is the stage of integration between individual, national states when barriers to 
Capital and Labour mobility are removed : no internal restrictions on the movements of final products/
goods and services, Labour and/or Capital within the larger, effective common market; all barriers to 
Capital flows/ movements and geographical, Labour mobility between individual, member countries 
are removed i.e. exchange controls and work permits/visas respectively are abolished internally 
within the Customs Union. A common market should lead to efficiency gains as a result of the Free, 
internal movement of Labour and Capital : firms can employ Labour originating anywhere in the 
Customs Union; firms may utilize loanable funds from the entire Customs Union to raise Capital. 

Foreign Direct Investment inflows/foreign Capital inflows into the A.C.F.T.A. economies i.e. 
Capital transfers-in to A.C.F.T.A. economies play a major economic role within A.C.F.T.A. 
economies; making a significant contribution towards A.C.F.T.A. National Income, National 
Expenditure/ Aggregate Monetary Demand, National Output/national employment and the 
Balance of Payments. 

A.C.F.T.A. economies need absolute amounts of Foreign Direct Investment inflows to be 
significantly large; they need to be the recipient of significant foreign Capital inflows. Such 
foreign Capital transfers-in to A.C.F.T.A. economies from abroad/overseas need to be ever-
increasing. Current, inward movements/inflows of foreign Capital Investment into A.C.F.T.A. 
economies need to generate enormous, accumulated levels of foreign Capital Stock. 

Inward movements/inflows of international Investment transfers-in have significant, positive 
effects upon the A.C.F.T.A. national economies; reflationary increases in National Expenditure/
Aggregate Monetary Demand, National Income and National Output inducing a resultant 
expansionist boom in the Derived Demand for Labour and the consequent creation of new, 
domestic employment opportunities. Ever-increasing Foreign Direct Investment projects in 
A.C.F.T.A. economies generate ever-more domestic jobs; stimulating virtuous-circle, positive, 
accumulative Multiplier effects upon National Product and national employment. 

Foreign Direct Investment transfers-in to the A.C.F.T.A. economies may : safeguard existing 
jobs and stimulate new employment; induce Multiplier effects upon Aggregate Monetary 
Demand; accelerate new Induced Net Investment; generate domestic, corporate Taxation 
revenue; develop more training/retraining of new Labour skills/management techniques; 
replace lack of domestic, private and public Investment with foreign, private Investment. 
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Therefore, A.C.F.T.A. economies derive considerable economic advantages from international 
Capital transfers-in and thus have an economic dependence thereupon; the importance of high, 
absolute and relative levels of inward movements/inflows of foreign Capital Investment are 
enhanced by the consequent Total Revenue/monetary inflows, representing positive items 
on their Balance of Payments. 

Moreover, A.C.F.T.A. economies may be able to exploit their attractiveness to global F.D.I. even 
more than hitherto as a result of newly-deregulated, more-open economies; their potential to 
induce greater, international Capital inflows from O.E.C.D. first-world economies is almost 
infinite. 

Developed economies are keen to make Capital transfers-out in order to take advantage 
of profitable Investment opportunities within the relatively-low-cost, relatively-low-wage, 
relatively-low-tax A.C.F.T.A. economies.

Therefore, Capital inflows make crucial contributions towards the economic performance of 
A.C.F.T.A. economies. 

Global Capital transfers-in, inward movements of foreign Capital Investment into the 
A.C.F.T.A. economies from abroad/overseas, Foreign Direct Investment inflows are positive 
items/Total Revenue inflows/monetary inflows for A.C.F.T.A. economies’ Balance of Payment 
Capital Accounts and contribute to Aggregate Monetary Demand A.M.D./National Expenditure 
: Consumption Expenditure C; Investment Expenditure I; Government Expenditure G; Net 
Exports X - M. Foreign, private Investment supplements domestic, private Investment and 
domestic, public Investment. 

A.M.D. ≡ C + I + G + X - M 

A.C.F.T.A. economies currently have total Balance of Payment deficits. Invisible trade deficits 
exacerbate Visible trade deficits, generating overall Balance of Payment Current Account 
deficits. A.C.F.T.A. economies have Net Capital Investment inflows; a Net Total Revenue 
inflow/Net monetary inflow on the Balance of Payment Capital Account, However, A.C.F.T.A. 
economies’ Balance of Payment Capital Account surpluses are smaller than their Balance 
of Payment Current Account deficits; the resultant, total A.C.F.T.A. economies’ Balance of 
Payment deficits generate a negative Net contribution of Net Exports X - M to Aggregate 
Monetary Demand and a Net Total Revenue outflow as aggregate monetary outflows/negative 
items on the Balance of Payments exceed aggregate monetary inflows/positive items on the 
Balance of Payments. 

 ∑ Visible Imports > ∑ Visible Exports ≡ A.C.F.T.A. Visible trade deficits  
∑ Invisible Imports > ∑ Invisible Exports ≡ A.C.F.T.A. Invisible trade deficits  

 ≡ A.C.F.T.A. Balance of Payment Current Account deficits  
 

Foreign Capital Investment transfers-in > Domestic Capital Investment transfers-out  
≡  A.C.F.T.A. Balance of Payment Capital Account surpluses  

 
Balance of Payment Capital Account surplus < Balance of Payment Current Account deficit  

≡ A.C.F.T.A. Net Balance of Payment deficits 
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These A.C.F.T.A. Net Balance of Payment deficits are unfavourable : 

•	 Necessitating central bank spending of official gold and convertible currency 
reserves/official financing of Balance of Payment deficits 

•	 Necessitating international borrowing by the central bank/official financing of Balance 
of Payment deficits; creating the cumulative vicious circle of increased international 
debt and resultant, increased international debt interest payments/international debt-
servicing 

•	 Inducing downward pressure on A.C.F.T.A. exchange rates from the Real economy, 
encouraging speculative selling by bearish speculators 

∑ Exports ≡ ∑ Visible Exports + Invisible Exports + Foreign Investment inflows  
∑ Exports ≡ ∑ Positive items on the Balance of Payments ≡ ∑ Monetary inflows  

∑ Exports ≡ ∑ Demand for domestic currency  
 

∑ Imports ≡ ∑ Visible Imports + Invisible Imports + U.K. Investment outflows  
∑ Imports ≡ ∑ Negative items on the Balance of Payments ≡ ∑ Monetary outflows  

∑ Imports ≡ ∑ Supply of domestic currency  
 

∑ Imports > ∑ Exports ≡ Balance of Payment deficit  
∑ Total Revenue outflows > ∑ Total Revenue inflows ≡ Net Total Revenue outflow  

∑ Supply of domestic currency > ∑ Demand for domestic currency  
 Domestic currency Devaluation/depreciation, ceteris paribus 

In conclusion, the A.C.F.T.A. economies’ Balance of Payment deficits could be alleviated 
with the development of the A.C.F.T.A. Customs Union which changes economic exogenous 
environments in favour of the A.C.F.T.A. economies; greater trading opportunities in terms of 
goods, services and Capital inflows await A.C.F.T.A. economies globally within international 
external environments. 

(c) FREE, INTERNAL MOVEMENT OF LABOUR 

Supply of immigrant Labour can make a significant contribution to national, productive 
potential/capacity and stimulate Labour-Led Economic Growth, the annual, percentage 
growth of Real Net National Product at Factor Cost per capita : 

•	 Increasing the participation ratio and decreasing the dependency ratio thus moving 
towards the Optimum population size, maximizing national Labour productivity/
National Output per capita; however, the Optimum population can never be achieved 
within African economies without significant reductions in Birth Rates which are 
outside the scope of Customs Union economic strategies 

•	 Importing immigrant Labour for employment which domestic workers are unwilling to 
undertake i.e. there is no domestic Supply of Labour willing to offer Labour services 
for sale within these jobs which are thus performed by cheap, foreign Labour 

•	 Importing specialized, foreign Labour with particular, specialist skills, expertise and 
qualifications; talented, highly-trained, most-experienced, highly-educated, foreign 
workers for employment which the domestic, resident, local labour force is unable to 
perform i.e. there is an inadequate, domestic Supply of Labour able to offer Labour 
services for sale within employment where the job specifications and job descriptions 
are ever, more demanding 
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Since Labour is a differentiated, heterogeneous resource, immigrant Labour/foreign Labour 
services can make a positive impact upon the productivity, performance and capabilities 
of the national labour force; increasing both national Labour resource inputs and Labour 
productivity, thereby stimulating a rise in Long Run, national production possibilities/ 
Economic Growth. 

However, such Supplies of foreign, immigrant Labour must be controlled to be effective, 
such as in Switzerland; the flexible system of Swiss work permits, Permis A, B and C, empowers the 
Swiss economy to benefit from vast Supplies of temporary and permanent, foreign workers (within 
employment that the domestic labour force is either not willing or not able to supply) which it is able 
to increase or decrease in different time periods according to changes in the exogenous, economic 
external, environment. 

The European single market, post-1992, created and implemented the common E.U. passport; 
European Union workers (originating from E.U. member signatories) now need no prerequisite, 
work permits/visas for employment within E.U. member countries. The Free, internal movement of 
Labour within the European Union, created by the European single market, has facilitated increased 
internal migration of Labour/greater geographical mobility of Labour between E.U. member states 
and encouraged more migrant workers within the European Union. 

At the 30th Ordinary Session of the Assembly of the African Union, held in Addis Ababa, Ethiopia, 
29 January 2017, adopted “Protocol to the Treaty Establishing the African Economic Community 
Relating to Free Movement of Persons, Right of Residence and Establishment, and its Implementation 
Roadmap”. This treaty was seen as an important instrument to prosperity and integration, the need 
for people to move freely across the continent. The efforts by the AU to create a customs union is 
because they allow unlimited access to more skilled labour, greater labour flexibility, free movement 
of goods and services, free movement of capital and thus an increase in FDI. This encourages free 
trade of labour through a common labour market and common passport which efficiently allows 
access of all countries to such factors that enable economic integration. 

The strategy is to begin with the eight African RECs, as a starting point for continental integration 
and movement of people. It aspires to allow free movement of protocols, which over time becomes 
harmonized and creates an Africa-wide movement of people, goods and services as a whole 
package of integration. However, few REC states have implemented the adopted the free movement 
agreement.

Among the eight African RECs only two, EAC and ECOWAS, are exploring the comprehensive 
movement of people regimes that ensures individuals’ right to stay and residence. This ensures 
citizens’ of the member states’ rights to move to another member state freely, find a job, set up a 
business; ensuring development of a core integration process.

Free Movement of People 

The key to regional integration and promoting tourism is the free movement of persons. In order 
to successfully integration any region on the continent. The sector should focus on three elements 
of movement of people: Freedom to move without a visa or permit, right to reside in any regional 
member state and obtain employment.
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Movement of people and intra-regional tourism focuses on two main aspects of integration in the 
sector: ease of tourists to move between regional countries without further paperwork and for citizens 
of member states to commute between countries for work and reside in another member state and 
move freely; see figure 9.

FIGURE 9 : RATIFICATION AND IMPLEMENTATION OF PROTOCOLS ON THE FREE  
MOVEMENT OF PERSONS IN REGIONAL ECONOMIC COMMUNITIES

Regional 
Economic 
Community

Ratification Rate
Current Entry And Visa Requirements 
For Fellow Regional Economic 
Community Nationals

Regional 
Tourist 
Visa

AMU
Three of five member States have 
ratified the respective protocol on the 
free movement of persons.

Nationals do not require a visa for entry in 
53 per cent of member States; nationals 
are issued a visa upon arrival in 20 per 
cent of member States.

NO

CEN-SAD

Draft agreement on free movement 
and establishment of persons within 
the territory of member States of the 
Community of Sahelo-Saharan States; 
a protocol on free movement inspired 
by texts of the Economic Community of 
West African States is being drawn up.

Nationals do not require a visa for entry in 
51 per cent of member States; nationals 
are issued a visa upon arrival in 22 
per cent of member States.  Holders of 
diplomatic passports do not require a visa; 
plans being made to extend this privilege 
to students, business people, athletes and 
academics.

NO

COMESA

Two of 20 member States have ratified 
the Protocol on the Free Movement 
of Persons, Labour, Services, Right 
of Establishment and Residence; 17 
of 20 member States have ratified the 
Protocol on the Gradual Relaxation and 
Eventual Elimination of Visas. 

Nationals do not require a visa for entry 
into 26 per cent of member States; 
nationals are issued a visa upon arrival in 
30 per cent of member States.

NO

EAC

All five member States have ratified 
the Protocol on the Establishment of 
the East African Community Common 
Market.

Nationals do not require a visa for 
entry in 80 per cent of member States; 
nationals are issued a visa upon arrival 
in 20 per cent of member States; special 
immigration counters.

East Africa 
Tourist Visa 
(Kenya, 
Rwanda, 
Uganda)

ECCAS
Four of 11 member States have ratified 
the respective protocol on the free 
movement of persons.

Nationals do not require a visa for entry in 
45 per cent of member States; nationals 
are issued a visa upon arrival in 9 per 
cent of member States; separate passage 
for entry at borders.

In progress

ECOWAS
All 15 member States have ratified 
the respective protocol on the free 
movement of persons.

Visa-free entry for all ECOWAS citizens In progress 
(Eco-visa)

IGAD No protocol on the free movement of 
persons

Nationals do not require a visa for entry in 
50 per cent of member States; nationals 
are issued a visa upon arrival in 50 per 
cent of member States.

NO

SADC

Seven of 15 member States have 
ratified the Protocol on the Facilitation 
of Movement of Persons (not yet 
operational).

Nationals do not require a visa for entry in 
65 per cent of member States; nationals 
are issued a visa upon arrival in 15 per 
cent of member States; provisions for 
member States to conclude bilateral 
agreements for visa exemptions.

KAZA 
Univisa 
(Zambia, 
Zimbabwe, 
park visits in 
Botswana)
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2. SUPRANATIONAL SECTORAL SUBSIDIES  
TO SECONDARY AND TERTIARY SECTORS OF PRODUCTION 

A key prerequisite for Economic Growth within most second world and third-world Less 
Developed Countries in Africa is to overcome the major critical economic barrier of 
External Diseconomies of Sale; overdevelopment/overconcentration/overspecialization/
overdependence upon low-growth, low-profit, low-value-added primary industries of the 
primary sector i.e. agricultural products, raw materials, mineral ores with volatile Price 
fluctuations. Relatively-low-cost African producers create lower Prices of such primary 
products whose Relatively Price Inelastic Demand induces lower Total Revenue Incomes 
for primary producers. Jamaica currently mines low-Price bauxite/aluminium mineral ore which 
it exports cheaply to the U.S.A. whose manufacturing/processing industries produce aluminium-
based final products which they re-export back to Jamaica at much-higher Prices. 

FIGURE 10 : AFRICAN GDP LOSSES FROM NATURAL DISASTERS, SUCH AS DROUGHT

Source : FAO, based on FAOSTAT



Amergeris Wealth Management Group AG

 
25

FIGURE 11 : KENYAN AND ETHIOPIAN GDP GROWTH AND AGRICULTURAL VALUE-ADDED GROWTH IN 
RELATION TO MAJOR DROUGHTS

 Price of agricultural products >  Demand for primary products   Total Revenue 
    raw materials, mineral ores        is Relatively Price Inelastic 
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FIGURE 12 : INVESTMENT IN AFRICAN INNOVATION PROJECTS  
REGIONAL AFRICAN INVESTMENT IN NEW SUNRISE INDUSTRIES 

Source : GSMA Ecosystem Acclerator Tech Hubs Landscape Report 2018

Customs Union membership may help to facilitate necessary economic Diversification 
into the high-growth, high-profit, high-value-added secondary sector of manufacturing 
and processing secondary industries producing finished goods/final goods and into high-
growth, high-profit, high-value-added tertiary sector of service tertiary industries producing 
final consumer services via sectoral, supranational subsidies to enhance local, regional and 
national sectoral subsidies. Relatively-low-cost African producers would lower Prices for 
such secondary and tertiary products whose Relatively Price Elastic Demand would induce 
higher Total Revenue earnings for secondary and tertiary producers. 
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 Price of agricultural products >  Demand for primary products   Total Revenue 
   raw materials, mineral ores           is Relatively Price Inelastic 

 Price of manufactured products <  Demand for secondary products   Total Revenue 
   processed/finished final goods         is Relatively Price Elastic 

 Price of final services <  Demand for tertiary products   Total Revenue 
                                                is Relatively Price Elastic

Conversely, E.U. member countries need supranational sectoral subsidies to protect primary 
industries, especially agricultural producers, as strategic Protectionism to create strategic self-
sufficiency, especially agricultural self-sufficiency via the Common Agricultural Policy C.A.P. 

C.A.P. direct, effective agricultural subsidies, designed to achieve E.U. strategic, agricultural 
self-sufficiency, are implemented via establishing effective Minimum agricultural Prices 
which act as domestic producer subsidies, strategic subsidies and social-political subsidies 
by maintaining domestic agricultural sectors/industries at a minimum, strategic size; they 
are instruments of Protection for domestic agricultural producers and workers/agricultural 
employment throughout all 28 E.U. member countries. 

The agricultural sector is a vital economic sector which forms the economic backbone of the African 
economy, employing nearly half of the continent’s labour force. Governments are therefore looking 
to minimize the impact of ACFTA that might have impact directly or indirectly on the agricultural 
labour force and related employment. On a positive trend, the higher economic growth is led by 
manufacturing and service sector industries; the agricultural sector is also expected to grow, see 
figure 13. 
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FIGURE 13 : AFRICAN GDP-WEIGHTED PROPORTIONATE EMPLOYMENT GROWTH  
      BY SUB-SECTOR WITHIN A.C.F.T.A. IN PERCENTAGE TERMS

European countries led the investment growth in Africa, where France, Netherlands and UK 
topped the financial investment followed by the US. UNCTAD’s statistics shows that between 
2013 and 2017, FDI growth was led again by Netherlands by 200%, followed by China’s 65% 
Investment-led growth. 

However not all countries benefited from the investment-led growth in Africa. In 2018, Northern 
Africa saw an investment rise by USD 14 billion or 7%, this investment managed to bridge the gap 
between lower Investment in Egypt which was down by 8%: nevertheless, Egypt was still the largest 
recipient of FDI according to UNCTAD data. 

In Sub-Saharan Africa, the East African region saw the countries with highest recipient to FDI and 
a positive attitude towards foreign investments. Ethiopia led the investment package by USD. 3 
billion followed by Kenya with USD. 1.6 billion. A large portion of these investments was directed 
towards the energy, oil and gas sector, chemicals and manufacturing sector. 
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FIGURE 14 : F.D.I. INVESTMENT BY CAPITAL AND FDI PROJECT, 2016

Source : fDi Markets referenced in The Africa Investment Report 2017

Improved investment conditions are created by government policy change, improving the overall 
structure of the economy; creating a healthy and transparent environment for international 
investments that has helped facilitate improved investment conditions. Many obstacles and 
challenges to international investments are being removed by collaboration on a regional level; part 
of the continent’s integration and boosting economy agenda. Another scenario being promoted is 
facilitating investments by Africans in Africa to improve access to finance and improve employment 
and economic conditions.

Most ACFTA members are under-performing economies which face challenges of over-specialization, 
over-dependency and over-concentration upon primary raw materials in agriculture as well as 
mining products which in the long run leads to external diseconomies of scale; if the prices of these 
products fall this inevitably causes economic instability. These African economies, over-concentrated 
in products whose prices are low, need economic diversification by boosting the manufacturing 
sector and developing infrastructure and growth of the service sector, investing in the tourist industry 
thereby attracting FDI.
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FIGURE 15 : REGIONAL F.D.I. AFRICA-TO-AFRICA INVESTMENT, 2016 STATISTICS
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Current State of Industrial Development, Market Structure and  
Economic Competitiveness in Africa 

Industrial development is the backbone of the global economy. Industrial development and 
innovation foster global economic competitiveness. Governments strive to improve the economy 
by enabling techno-centric industries which results in overall development of the economy and 
market competitiveness. Industrial development allows efficient manufacturing of products and 
better delivery of services.

From an African perspective, there is great ambition to industrialize the economy both on a regional 
scale and continental level. Manufacturing and innovation is a key proven model to economic 
development, creating millions of well-paid jobs, increasing standards of living, reducing global 
poverty levels, raising export revenues via rapid industrialization of the economy.

African governments need to be robust in their decision-making policies; seeking to constructively 
promote improvement, innovation and invention via new product development, industrialization and 
manufacturing through targeted skills, improved infrastructure, better financial policies. The most 
important of all is the digital element in every sector of the economy; to ensure greater efficiency and 
effectiveness to keep pace with the developed world.

Between 2000 and 2010, the manufacturing contribution to the Sub-Saharan economy declined 
from 14% to 9.6% respectively; it continues to underperform in this sector. However, it is important 
to note that manufacturing exports and output has doubled in value over the last decade. 

In terms of other economic indicators of industrial development, Manufacturing Value-Added MVA 
and manufacturing exports, Africa lags far behind the rest of the world, even among developing 
countries. In 2017, Sub-Saharan Africa’s MVA was only about $145 billion dollars, see figure 16. In 
contrast, developing countries in East Asia are far ahead and nearing levels of OECD economies.

Due to natural resource wealth in Africa, much of the region’s industrial production remains 
centred on resource-based manufacturing which accounts for approximately half of total MVA and 
manufacturing exports. Investment in manufacturing has also been uneven, with almost 70 percent 
of the continent’s manufacturing activities now// concentrated in just four countries, see figure 17. 
In fact, most of Africa’s total MVA is driven by higher levels of industrial development in North and 
South Africa. 
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FIGURE 16 : REGIONAL COMPARISON OF MANUFACTURING VALUE-ADDED, 2017

 
 

Source : World Development Indicators. For comparative purposes, high-income countries are excluded from all 
regional aggregates other than OECD. OECD data are 2016. All data are current USD

FIGURE 17 : SHARE OF MANUFACTURING VALUE-ADDED IN SELECTED AFRICAN COUNTRIES 

Source : World Development Indicators. All data are from 2017 except for Morocco, Tunisia, Cameroon, Swaziland, 
Mozambique, DRC, Lesotho, Chad, Mauritania, Burundi, Seychelles, and Liberia, which are 2016, and Gabon, Central 

African Republic, and Comoros, which are 2015. Angola, Eritrea, Madagascar, Mali, Somalia, South Sudan, Sudan 
and Libya are omitted  due to lack of recent data.

Despite these worrying trends, manufacturing in Africa has grown 3.5 percent annually, from 2005 
to 2014; faster than it has in the rest of the world. Some countries, such as Nigeria and Angola, 
have experienced an increase in output of over 10 per cent per annum. As a result, the value of 
production in Sub-Saharan Africa has increased from $75 billion, 2005 to over $130 billion, 2016. 
Moreover, manufacturing exports have increased even more rapidly than total output, at a compound 
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annual growth rate of 9.5 % per annum; with shipments of heavy manufactures, such as transport 
vehicles, appliances, electronics, and industrial equipment, expanding by 14% per annum. Along 
with upstream and downstream sectors, such as construction and extraction, manufacturing is now 
among the top sectors for investment flows into Africa, accounting for 22 percent of total Foreign 
Direct Investment, 2015.

The proposed ACFTA is key to this strategy. It creates a single continental market for goods and 
services as well as a customs union with free movement of capital and business travellers. The 
ACFTA will accelerate continental economic integration.

By promoting intra-African trade, the ACFTA will also foster a more competitive manufacturing sector 
and promote economic diversification. The removal of tariffs will create a continental market that 
allows companies to benefit from economies of scale. If successful, Africa’s manufacturing sector 
is predicted to double in size, with annual output increasing from $500 billion, 2015 to $1 trillion, 
2025; creating an additional 14 million stable, well-paid jobs. If all 55 counties join, this will be one 
of the world’s largest free-trade areas in terms of the number of countries, covering more than 1.2 
billion people and over $4 trillion in combined consumer and business spending. The potential for 
the ACFTA is significant, both for structural transformation and poverty alleviation in Africa. 

Liberalization and Privatization as a Path to Economic Integration 

FIGURE 18 : LIBERALIZATION VERSUS PRIVATIZATION

Liberalization Privatization

1. Liberalization is the removal or relaxation of 
economic and trade policies restrictions.

Privatization is the process of transferring an enterprise 
or industry from the public sector to the private sector.

2. Liberalization is the removal or loosening of 
restrictions on something, typically an economic 
or political system.

Privatization is the opening of an industry that has been 
reserved for the public sector to the private sector.

3. Liberalization helps to increase foreign 
investment and consumption and control over 
price.

Privatization helps in increasing efficiency and 
professional management.

4. Liberalization helps in reduction in tax rates and 
lifts unnecessary control over the economy. 

Privatization improves financial discipline and facilitate 
modernization.

5. Liberalization helps in reduction in dependency 
on external commercial borrowing.

Privatization helps in reduction in economic burden of 
government. 

Industrial development is the backbone of the global economy. Therefore, manufacturing is a key 
component of industrial development, driving total economic growth. According to the Brookings 
Institution, “by 2030, business-to-business spending in manufacturing in Africa is projected to reach 
$666.3 billion, $201.28 billion more than in 2015.” Ultimately, in order to reduce the government’s 
debt and facilitate efficient management of the manufacturing sector, reaching its industrial and 
manufacturing potential, the responsibility must be via Privatization which improves economic 
competitiveness, and production diversity. 

Africa has had a mixed success in terms of economic development via Privatization. Some countries in 
Sub-Saharan Africa privatized well ahead, 1970’s – 1990’s, compared with other African economies. 
Togo, Senegal, Niger, Guinea and Benin privatized in the early 1970s with limited reforms. This 
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was followed by a second wave of Privatization, driven by international financial pressure, where 
countries such as Uganda, Madagascar, Mozambique, Malawi, Kenya, Mali, Ivory Coast, Nigeria 
and Ghana began the process of Privatization in the 1980s without much economic progress or 
resultant economic development. 

The first decade of the 21st century saw some important Privatization developments, a total of USD 
12.7 billion, within some African national economies; Nigeria comprised 50% of the total amount, 
Kenya 10%, Ghana 9%, South Africa 6%. Infrastructure Privatization represented nearly three-
quarter of the amount, followed by manufacturing, 17%, the financial sector, 6% and energy, 4%. 

Privatization of Africa’s Infrastructure Financing 
In order to increase overall economic efficiency, Private Participation in Infrastructure PPI is a financial 
mechanism through which efficiency of management and operations can be increased, according to 
the African Development Bank’s Economic Outlook Report, 2018. However, PPI numbers globally 
are low. Sub-Saharan Africa saw 11 infrastructure deals totalling $3.3 billion, 5 percent of global PPI 
investment, 2016. This falls 48 percent below 2015 investment levels and the five-year average, 
both $6.4 billion. This is in contrast to global PPI investment trends; the World Bank noted global 
PPI investment totalled US$93.3 billion across 304 projects, 2017; an increase of 37 percent over 
2016 levels. 

In the Long Run, Investment in infrastructure is a prerequisite necessary and sufficient condition 
for economic Diversification via the development of secondary manufacturing and tertiary service 
sectors

FIGURE 19 : CASE STUDY OF PUBLIC-PRIVATE PARTNERSHIP IN AFRICAN INFRASTRUCTURE

Africa saw 17 infrastructure deals totalling $4.18 billion in 2016, much lower than the $11.4 billion in 2013 for 29 
projects. Eleven deals were in energy in 2016, two in transport, and one in telecommunications.
PPPs can also fund brownfield infrastructure. In some instances, such assets, already built, have effectively been 
de-risked. A fully operational asset can benefit from private management to increase operational effectiveness 
and efficiency, or private capital to allow for major rehabilitation, upgrades, or extensions. Multilateral development 
banks (MDBs) may want to redouble their efforts to:  

 ● Identify a stock of assets where private participation may be for improved management, technology, or 
services. 

 ● Assess whether public funding can enhance the public provision of the infrastructure asset and whether it can 
capture local institutional investors. 

 ● Identify complementary actions to release stranded assets, such as strengthening institutional oversight, laws, 
and regulations.

Increased local and international partnerships in Africa
In November 2013, the U.S. energy company AES purchased a majority stake in Cameroon’s power utility, Société 
Nationale d’Électricité. Other partnerships between global and national companies are becoming more common: 
During Nigeria’s $2.5 billion privatization in 2013, local companies that had formed consortia with foreign players — 
including Siemens, Manila Electric, Symbion Power, and KEPCO —  emerged as winners of most projects.
In 2015, Meridiam launched the €300 million Meridiam Infrastructure Africa Fund to invest for the long term in 
African infrastructure. This approach, and the ability to act as a value-added partner for public authorities, is 
particularly appropriate for the African marketplace. The fund focuses on greenfield infrastructure, leveraging 
Meridiam’s expertise in developing and managing such projects. 

Source: European Investment Bank; World Bank PPI Database Annual Report 2017.
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Capitalizing on Trade Competencies  
Creation of Strategic Industries and Economic Union 

As global trade becomes more interlinked and interdependent; via global Supply and Demand of 
goods and services, countries develop trade competencies within certain areas of merchandise 
or service Exports. For example, China, 2015 was the leading merchandise exporter forming the 
core-trade competency as the basis for Economic Growth revenue, followed by USA and Germany; 
together accounting for one-third of global Exports see figure 20 showing individual proportions of 
global Exports, such as China, 13.7% of global exports, the USA 9.1% of global exports, Germany 
8%, Japan 3.8%, the Netherlands 3.4%, the UK 2.8%, Italy 2.8% and Canada 2.5% of global exports; 
all of which constituted individually more than Africa as a whole which contributed 2.4% of global 
exports, 2015. 

No individual African country was among the top 30 exporters of goods and services, despite having 
key strategic industries in the domains of mining, energy, tourism and wildlife.

FIGURE 20 : WORLD MERCHANDISE EXPORTS, USD BILLION  
 

PROPORTIONATE, COMPONENT SHARES OF INDIVIDUAL ECONOMIES, 1948 - 2015

Economy/year 1948 1953 1963 1973 1983 1993 2003 2014 2015

World (US$ billions) 59 81 157 582 1858 3782 7590 18,996 16,552

World share (%) 100 100 100 100 100 100 100 100 100

Developing economies 31.8 30.1 23.0 20.4 27.0 27.3 32.5 44.6 44.8

Developed economies 65.5 66.0 71.8 75.4 67.6 71.0 64.8 51.4 52.1

America 39.33 31.44 25.58 21.63 21.05 20.42 18.30 16.75 17.18

The USA 21.59 15.20 14.30 12.17 11.07 12.29 9.55 8.53 9.09

SCA 9.87 8.56 5.61 4.04 4.78 4.01 4.91 5.54 5.44

Asia 12.40 14.04 13.82 17.13 24.81 30.70 31.89 40.69 41.42

China 0.89 1.26 1.30 1.01 1.20 2.43 5.77 12.33 13.74

Europe 37.02 44.25 52.30 54.19 48.26 44.93 46.23 38.09 37.59

Germany 1.4 5.3 9.3 11.7 9.2 10.06 9.90 7.87 8.03

Oceania 3.82 3.4 2.50 2.26 1.47 1.52 1.22 1.56 1.42

Africa 7.43 6.8 5.80 4.79 4.41 2.42 2.36 2.91 2.39

EAC 0.45 0.3 0.36 0.21 0.10 0.06 0.06 0.08 0.09

ECCAS 0.71 0.94 0.62 0.47 0.40 0.28 0.30 0.55 0.40

ECOWAS 1.32 1.25 0.94 1.02 0.87 0.44 0.49 0.73 0.53

SADC 3.25 3.30 2.77 1.88 1.47 1.00 0.82 1.07 0.96

G20 61.26 58.29 58.95 60.32 59.55 64.27 60.93 59.65 61.01

EU28 32.11 38.19 44.84 47.50 40.41 40.88 41.59 32.40 32.55

SSA 5.37 5.29 4.42 3.35 2.69 1.67 1.55 2.11 1.77
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Exports from Africa and other developing countries have been greatly affected by the slow-down 
in the global economy which led to lower global Consumption and higher commodity prices which 
ultimately led to a fall in the export-related revenue of African economies. The sectors mostly 
affected have been oil, mining, and the agricultural sector. In a span of four decades between 
1950 and 1993, African Exports grew from USD 3.4 billion to USD 92 billion. This figure rose to  
USD 601 billion by 2013; it declined to USD 396 billion by 2014, steadily falling to  
USD 396 billion by 2015. 

FIGURE 21: LARGEST 5 AFRICAN MERCHANDISE EXPORTERS, USD BILLION  
 

PROPORTIONATE, COMPONENT SHARES OF INDIVIDUAL ECONOMIES, 1948 – 2015

Economy/year 1948 1953 1983 1993 2003 2014 2015

Africa (US$ billions) 4.36 5.49 81.92 91.57 179.35 552.97 395.96

Balance (US$ billions) −0.66 4.83 −3.68 −3.0 13.83 −81.57 −159.31

Share (%) in Africa exports

South Africa 26.88 25.15 22.59 26.45 20.34 16.46 20.63

Nigeria 5.78 6.34 12.64 10.82 13.40 17.04 12.96

Algeria 9.59 7.23 15.36 11.37 12.92 11.37 9.54

Angola 1.38 2.24 2.22 4.11 5.30 10.70 8.38

Morocco 3.30 4.91 2.45 4.04 4.89 4.31 5.53

Top five African 
countries 46.92 45.87 55.27 56.79 56.85 59.88 57.03

Share in (%) regional exports

South Africa (% of 
Southern Africa) 100.0 98.9 91.0 86.4 85.5 85. 86.51

Nigeria (% of West 
Africa) 32.6 34.3 63.3 57.9 64.3 67.3 57.4

Algeria (% of North 
Africa) 31.9 29.9 38.7 36.0 35.9 40.4 35.3

Angola (% of Middle 
Africa) 14.3 16.3 24.9 36.0 42.4 56.7 50.9

Share (%) in world exports

South Africa 2.00 1.71 1.00 0.64 0.48 0.48 0.49

Nigeria 0.43 0.43 0.56 0.26 0.32 0.50 0.31

Algeria 0.71 0.49 0.68 0.28 0.31 0.33 0.23

Angola 0.10 0.15 0.10 0.10 0.13 0.31 0.20

Morocco 0.24 0.33 0.11 0.10 0.12 0.13 0.13

Top five African 
countries 3.49 3.12 2.44 1.37 1.34 1.74 1.36

Source : Compiled from UNCTAD data.
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In terms of US dollars, in the fiscal year 2015 there was a sharp decline in Exports from Africa of 
28.4%, this comprised nearly 40% of the continent’s Exports; hydrocarbon-exporting regions, such 
as Nigeria, Angola and Algeria, experienced  declines of 45%, 44% and 40% respectively. 

However, the leading African exporting countries, such as Algeria, Angola, Morocco, Nigeria and 
South Africa in 2015, experienced an increase in their African continental share from 10% to 57%, 
1948–2015.

Mining and Mineral Industries 

During the 1980s and 1990s, the metal industries experienced a slow increase in demand, 1–2 
percent annually; whereas global demand for mineral Exports has risen sharply over the turn of the 
century. During the 1990s, crude steel production rose at 1 percent per annum, the same sector 
experienced a much higher growth rate of 6.8 percent per annum, 2000-2007; this contributed to 
a rise in prices and value of African commodity exports. However, in terms of total global imports, 
African merchandise products contributed only 3.3%, 2015.

FIGURE 22 : AFRICAN COMMODITY EXPORTS, USD MILLION, 1995 – 2015

Indicator/year 1995 2010 2013 2014 2015

[281] Iron ore and concentrates 582 6484 10,376 9017 3433

[287] Ores and concentrates 738 6826 6643 6466 5197

[321] Coal, whether or not pulverized 1731 5580 6171 5538 4562

[333] Petroleum oils, oils from bitumen 30,444 224,637 256,179 217,057 116,427

[334] Petroleum oils, bituminous >70% oil 6187 26,119 28,476 31,214 18,563

[343] Natural gas, whether or not liquefied 2478 30,148 37,446 34,428 21,721

[522] Inorganic chemical element, oxides & hal. 
salts 1399 3812 3814.2 3863 3577

[562] Fertilizers (other than of group 272) 1218 4211 4655.9 4306 3614

[667] Pearls, precious and semiprecious stones 5800 6400 12,034 13,505 9420

[671] Pig iron, spiegeleisen* 1326 5570 4328 4880 3270

[681] Silver, platinum, metals of the platinum 2,34 9458 8643 6649 6616

[682] Copper 1090 8367 10,782 11,426 8841

[773] Equipment for distributing elect, n.e.s. 386 3921 4916 5487 4913

[971] Gold, nonmonetary (e.g., gold ores) 1791 8221 20,169 18,387 14,354

Fuels (% of total exports) ([333–355] [342–344]) 36.0 56.8 55.8 52.6 42.1

Note : *671 Pig iron & spiege., sponge iron, iron/steel granules & powders 

Source : compiled from UNCTAD. 

Figure 22 illustrates that Africa is a commodity Export-oriented economy; specializing in Exports of 
crude oil and gas, minerals and metals, precious and semi-precious stones. 
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Africa Mine Vision AMV 

The Africa Mine Vision is an important agreement similar to the European Coal and Steel 
Community, 1951–2002. The AMV was adopted during the African Union Summit, February 2009. 

 
FIGURE 23 : WORLD MERCHANDISE IMPORTS BY REGION, 1948 – 2015,  

USD BILLION AND IN PERCENTAGE TERMS 

Economy/year 1948 1973 1983 1993 2003 2014 2015

World value ($ 
billions) 62 596 1901 3845 7780 18,997 16,607

World share (%) 100 100 100 100 100 100 100

Developing 
economies 31.6 18.1 25.7 28.7 29.2 42.0 42.0

Developed economies 66.0 77.6 69.4 69.7 68.9 55.1 55.7

Asia 13.33 16.2 23.8 28.3 27.9 37.7 37.1

Europe 46.9 56.6 48.1 43.4 43.9 36.1 35.3

Africa 8.05 3.86 4.50 2.46 2.13 3.34 3.34

SSA 5.35 2.73 2.75 1.54 1.42 2.20 2.21

ECCAS 0.63 0.29 0.29 0.14 0.17 0.36 0.34

SADC 3.70 1.52 1.32 0.91 0.85 1.09 1.07

EAC 0.42 0.23 0.16 0.11 0.10 0.21 0.21

ECOWAS 0.86 0.76 1.00 0.40 0.33 0.61 0.59

Source : compiled from UNCTAD. 

African Mineral Wealth and the Global Economy 
A vast range of African minerals, precious metals and stones have been the source of global economic 
development since the 19th Century, supplying from  gold and diamonds to cobalt used in cars 
and smartphones; contributing greatly towards the development of global financial and commodity 
markets.

Africa has vast riches of primary commodities; from precious metals to metals for manufacturing 
to strategic energy-source minerals, such as Uranium ores. Major sources and host countries of 
African natural resources include : 

•	 Precious metals, such as diamonds (South Africa, Namibia, DRC, Sierra Leone, Botswana, 
and Zimbabwe) and gold (South Africa, Ghana) 

•	 Essential metals for manufacturing, such as copper (Zambia, DRC), chrome (South Africa, 
Zimbabwe), manganese (South Africa, Gabon, Ghana), vanadium (South Africa), bauxite 
(Guinea, Ghana), and iron (South Africa, Sierra Leone, Liberia) 

•	 Phosphate, an essential input for agriculture, (Morocco) 

•	 Strategic metals; uranium for nuclear energy (South Africa, Namibia, and Niger); platinum 
for catalytic converters (South Africa, Zimbabwe); metals essential to today’s battery 
technology, such as cobalt (DRC) and lithium (Zimbabwe) 



Amergeris Wealth Management Group AG

 
39

In the early 2000’s, the Demand for cobalt used in lithium-ion batteries was 3000 tons, it had 
reached to 33000 tons, 2015; it is expected to double to 76000 tons by 2025. 

The core challenges are that Africa has not been able to capitalize on its vast Supply of natural 
resources; this is the result of the continent’s lack of high-risk Capital. This has been caused 
significantly by the lack of regional integration within Africa; much of the policy considerations have 
been implemented by international financial organizations focused on attracting high-risk Capital 
which has failed because of the lack of financial transparency and existence of corruption due to the 
nature of African politics. 

However, although, commodity markets continued to grow with Africa exporting vast amounts of 
natural resources to the developed world, there has been no real Economic Growth within regional 
African economies. 

The 21st century has been marked by a significant boost to the global economy as Consumption 
has shifted from the West to Asia; this has created a huge Demand for natural resources and 
Africa’s commodity Exports have risen significantly during the past decade. This has also created 
rising corruption and illicit financial mechanisms within the mining and minerals industry. Therefore, 
the core aim of the Africa Mining Vision is to integrate mining industries to benefit Africa rather than 
entrench dependence and inequality. This requires building multiple linkages to break the pattern of 
a mining enclave cut off from the rest of the economy, namely : down-stream linkages into mineral-
manufacturing; up-stream linkages into growth of Capital goods, consumer goods and services 
industries; side-stream linkages into the development of Infrastructure, skills and technology.

The World Bank believes Public Private Partnerships may induce greater corporate Investments 
within high-tech sectors in order to: bridge gaps in African Infrastructural Investment; assist in 
creating larger energy grid networks; ensure security of future energy supply; increase Foreign 
Direct Investment by reducing investment risks caused by poor infrastructure. Such greater 
corporate Investment may induce higher product quality, production efficiency, technical expertise,  
performance incentives and higher accountability in the high technology sectors.

Wildlife Tourism 
Free Movement of People

International tourism in Africa earned USD 34.3 billion tourist revenue, 2013 estimates according to 
WEF and UNWTO. International tourism earned USD 36.2 billion tourist revenue, 2016 according 
to African Development Bank ADB estimates. The ADB also estimated that the African continent 
accounted for 5.1% of worldwide tourism arrivals and 3.0% of worldwide tourism receipts; direct 
travel and tourism contributed to 6.8 million jobs in Sub-Saharan Africa, 2017. 

Total Foreign Direct Investment within Africa totalled $54 billion, and official development assistance 
totalled $51.04 billion, according to the Brookings Institution, 2015; tourism generated $39.2 billion 
and created 9.1 million direct jobs within the African tourist sector. 

The wildlife and tourism sector in Africa has current and future, unlimited potential, given adequate 
Capital Investment. 

A continental and intra-regional approach to the tourism and wildlife sector can increase opportunities 
for both trade and market diversification. It needs to be capitalized both at regional and national 
levels, bringing about free movement of people, trading of foreign exchange currency, improved 
transport infrastructure and cross-border facilities; all greatly contributing to robust regionally-
integrated African economies.
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FIGURE 24 :  LARGEST FIVE AFRICAN COUNTRIES IN TERMS OF  
INTERNATIONAL TOURIST ARRIVALS, MILLION, 2013 – 2016

Country 2013 2014 2015 2016
Morocco 10.5 10.28 10.18 10.33
South Africa 9.54 9.55 8.9 10.04
Tunisia 6.27 7.16 5.36 5.72
Egypt 9.17 9.63 9.14 5.26
Zimbabwe 1.83 1.88 2.06 2.17
Note: this is based on data available, January 2018, with not all countries reporting. In 2013, the country in Africa 
with the fifth highest tourist arrivals was Algeria with the top four the same as above. 

Source : United Nations World Tourism Organization UNWTO World Tourism Barometer 
Volume 16, Statistical Annex. 

FIGURE 25 : INTERNATIONAL TOURIST NUMBERS WORLD-WIDE, 2016

Region Millions % of Global tourist arrivals
World 1,239 100%
Europe 619.3 50.0
Asia and the Pacific 305.8 24.7
North America 130.9 10.6
Caribbean, Central America, South America 69.8 5.6
Africa 62.9 5.1
Middle East 50.3 4.1
Note: This is based on data available, January 2018.  

Source : United Nations World Tourism Organization UNWTO World Tourism Barometer 
Volume 16, Statistical Annex.

FIGURE 26 : VISA OPENNESS, NUMBER OF INTERNATIONAL TOURIST ARRIVALS  
FROM AFRICA TO AFRICA AND PROPORTIONATE SHARE OF TOURISM  

AS PERCENTAGE OF GROSS DOMESTIC PRODUCT, 2010 – 2015

Country Visa Openness 
Score (2015)

Number Of 
International 
Tourist Arrivals 
From Africa 
(2013)

Number Of 
International 
Tourist Arrivals 
From Africa 
(2010)

Percentage 
Change In 
Number 
Of Arrivals 
(2013/2010)

Tourism As A 
Percentage Of Gross 
Domestic Product 
(Average 2011–2015)

Kenya 0.778 286,202 278, 812 3 10.7
Madagascar 0.8 34,874 18,518 88 12.5
Mauritius 0.822 134,659 141,295 -5 26.5
Rwanda 0.822 993,968 548,074 81 8.6
Mozambique 0.83 1,580,523 1,465,793 8 7.2
Uganda 0.863 935,983 677,774 38 8.6
Seychelles 1 24,451 17,870 37 61.6

Note : the score is based on three weighted categories: no visa required, visa on arrival and visa required. A high 
score indicates high visa openness. International tourist arrivals from Africa to Africa are derived from UNWTO data.

 
Source : UNCTAD calculations based on African Development Bank and African Union, 2016; 

UNWTO, 2017; World Travel and Tourism Council, 2017.
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3. CUSTOMS UNION REGIONAL POLICY  
SUPRANATIONAL REGIONAL SUBSIDIES

All individual A.C.F.T.A. member economies have profitable, competitive core centres, 
high-Income core areas/regions with relatively-high, rising rates of regional employment 
and regional Economic Growth, hi-tech Infrastructure with an adaptable, flexible, highly-
skilled, high-quality, high-tech, regional labour force working within new, hi-tech, high-
growth sunrise industries/expanding industries of tertiary services; national core areas/
regions have disproportionately-low Regional Unemployment. 

However, all individual A.C.F.T.A. member countries also have an unprofitable, 
uncompetitive periphery i.e. low-Income peripheral areas/ regions with relatively-
low, falling rates of regional employment and regional Economic Growth, out-of-
date, outmoded Infrastructure with an inflexible, low-tech, regional workforce which 
has obsolete Labour skills employed within traditional, low-tech, low-growth sunset 
industries/ declining industries of primary producers/agricultural suppliers and  
heavy industries of the mining sector and mineral ores/mineral exploitation; national 
peripheral regions have disproportionately-high Regional Unemployment. 

Moreover, the core and periphery concept and the regional problem of regional 
disparities not only applies within all national economies of every individual A.C.F.T.A. 
member state, it applies at the supranational level of Africa; there are also supranational 
peripheral regions with large-scale, African Regional Unemployment.

FIGURE 27 : AGGREGATE RATES OF GDP ECONOMIC GROWTH  
CALCULATED VIA CONSTANT 2010 USD GDP WEIGHTS
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Figure 27 illustrates very positive signs in the economic health of Africa as its GDP has 
gained momentum in the last two years. Economic Growth continues to rise from 2.6%, 2017 
to forecasted 2.4%, 2019. However, Economic Growth varies from country to country based 
on different individual, national economic performances. According to the UNECA Economic 
Report on Africa, 2017, Côte d’Ivoire led the GDP growth with 8% per annum, Tanzania, 7% 
p.a. Kenya and Senegal, 6% p.a. Cameroon, 5.3% p.a; however, most of the African economies 
showed weak growth below 5% including hydro-carbon exporting countries, such as Nigeria and 
Equatorial Guinea. Some of the largest African economies, such as South Africa, Nigeria and 
Angola, experienced increased economic growth as a result of a rise in private consumption; 
although their overall growth remains below the African average. Côte d’Ivoire, Kenya and 
Senegal continue to enjoy Economic Growth, 2019, driven by higher Investments in public 
Infrastructure. The World Bank annual Global Economic Prospects publication, January 2019, 
forecast GDP growth rate of 3.4% in Sub-Saharan Africa, 2019. 

FIGURE 28 : COMPONENTS OF ECONOMIC GROWTH IN AFRICA, 2015 – 2019 

With GDP growth of 3.4%, not only is eradication of poverty impossible but overall human 
development and integration is difficult to achieve. Strong economic integration requires robust 
Economic Growth, significant investments in the industrial and banking sectors, important 
cross-border infrastructure to facilitate market and trade routes; all this cannot be achieved 
with such slow and unreliable Economic Growth.

However, East Africa remains the top performing economic zone within Africa, rising from 6.1%, 
2017 to 6.2%, 2018. This Economic Growth was delivered by robust spending on transport and 
telecommunication infrastructure, coupled with rising domestic Demand, see figure 29. 
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FIGURE 29 : ECONOMIC GROWTH IN AFRICA BY REGIONAL GROUPING, 2015 - 2019

The core challenge to economic integration is the overall Economic Growth of individual and 
regional African economies. The continent largely relies upon the Total Revenue of primary 
commodity exports while importing manufactured goods. This is a big challenge to market 
integration; primary commodities require larger volume; secondary manufactured goods enjoy 
higher prices.

Market integration can only begin when African economies restructure into manufactured 
exports and out of their current raw material exports; including nearly 40% of fuel exports. Over 
the last 2 decades, manufactured goods as a percentage of African exports remains constant, 
24.3%, 1996; 26.2%, 2016. 

The inflow of FDI into Africa continues to decline; this is reflective of the recent stagnation in 
the global economy. According to UNECA, FDI inflows to Africa was USD 41.8 billion, 2017; 
a significant reduction of 21.5%. The influence and health of the global economy has a huge 
impact on the pace of African regional integration due to the critical influence of FDI.

Figure 29 illustrates East Africa has the highest GDP Economic Growth, rising from 6.2%, 
2018, 6.4%, 2019 and 6.5%, 2020; underpinned by increases in private portfolio investments, 
industrial-led growth via increases in finance and manufacturing, notably in Ethiopia, Kenya, 
Rwanda and Tanzania, increased government spending on public infrastructure, robust 
consumption expenditure, natural resource exploitation, increases in F.D.I. and diaspora 
remittances. West African Economic Growth, currently 3.4% p.a is forecast to rise to 3.8% by 
2020; largely due to good market performances by Ghana and Nigeria. 
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Status of Regional Economies 

Cross-border co-operation is required for intra-African investments, joint industrial and energy 
projects within domains such as tourism, energy, mining, health and security. 

Africa’s economic growth is projected to increase marginally from 3.2, 2018 to 3.4%, 2019, eventually 
projected to rise to 3.7%, 2020. Figure 30 shows Africa’s economic growth at 3.4% compared to 
4.3% of first-world developing economies. Africa needs to perform better in boosting trade in order 
to eradicate poverty and ensure fast economic integration.

According to UNECA, Africa’s eight Regional Economic Communities are: AMU; CEN-SAD; 
COMESA; EAC; ECCAS; ECOWAS; IGAD and SADC.

FIGURE 30 : GLOBAL VERSUS AFRICAN ECONOMIC GROWTH, 2015 - 2019

Intra-regional trade in Africa has expanded rapidly, and a few regional hubs dominate relatively 
well-diversified trade flows. Intra-regional Imports, as a share of total Imports, almost tripled 
over the past two decades to 12–14 per cent, or about US$100 billion, as several new sub-
regional economic communities boosted trade in the region. In 2017, three-quarters of African 
intra-regional trade took place within the main sub-regional communities. In the process, 
regional trade hubs emerged, such as Côte d’Ivoire, Kenya, Senegal, and South Africa. Unlike 
Exports to the rest of the world, intra-regional trade flows are relatively diversified, contain 
higher-value-added goods than Exports to the rest of the world, and include a sizable share of 
manufactured products, for example, motor vehicles and clothing. 
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RECs and Tariffs 

The experience with Africa’s RECs offers some insights into the factors that may affect intra-
regional trade on the continent. The expansion of regional trade flows within Africa in recent 
decades occurred along with the creation and expansion of several RECs, several of which 
apply near-zero preferential tariffs upon trade within the community. Today, most African 
countries are part of such communities, and 75 percent of intra-regional trade took place in 
five RECs in 2017, with the SADC alone accounting for half of such trade flows.

The reduction in tariffs on trade within African RECs has, however, had uneven effects on trade 
flows within sub-regions, which points to the presence of significant non-tariff bottlenecks. In 
some RECs, trade flows spiked after the reduction in tariffs, for example, SADC; the share of 
trade within the community rose significantly.

In other Regional Economic Communities, however, tariff reductions were not associated 
with larger sub-regional trade flows, for example, Central African Economic and Monetary 
Community CEMAC, which suggests that factors other than tariffs constrain trade, including 
high nontariff trade costs and limited export diversification. Countries in these latter RECs 
indeed have some of the highest nontariff trade costs in the region and relatively undiversified 
exports. Moreover, trade between countries belonging to different RECs remains limited as 
shown in Figure 32. This likely reflects the still-relatively-high tariffs on trade between countries 
from different RECs, which, on average, are about 12–15 per cent, see figure 31. Limited trade 
between some countries may also reflect a long-standing problem: many countries are part of 
different RECs and agreements which apply different trade rules, for example, rules of origin, 
raising the cost of trading within the continent. Addressing these issues is both an objective 
and a challenge for AfCFTA. 

FIGURE 31 : AVERAGE TARIFF BY REC COMMUNITY, 2010 – 2017

FIGURE 32 : TRADE INTEGRATION IN AFRICAN RECS  
INTRA-REGIONAL SHARE OF REC IMPORTS  
AS PROPORTION OF TOTAL IMPORTS, 2015 
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African RECs require significant regional Investment in new expanding industries/sunrise 
industries, such as those outlined in figures 33 and 34.

 
FIGURE 33 : TECHNOLOGIES THAT WILL INFLUENCE THE NEXT  

ARTIFICAL INTELLIGENCE A.I. AND DIGITALIZATION AGE 

1. IoT and Ubiquitous linked sensors
2. Biotechnology
3. Human enhancement technologies
4. Satellite enablement
5. Advanced robotics
6. Artificial Intelligence and Quantum computing
7. Distributed ledger technology 
8. 3D printing and additive manufacturing
9. Advanced materials and nanomaterials

FIGURE 34 : INVESTMENT IN AFRICA’S INNOVATION PROJECTS 

Source : GSMA Ecosystem Acclerator Tech Hubs Landscape Report 2018
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National and supranational peripheral regions have 2 distinctly-different origins : 

•	 Regional underdevelopment, regional underinvestment and regional underpopulation 
within rural, economically-backward, geographically-isolated peripheral regions (the 
rural periphery) with insufficient, rural Infrastructure and agricultural Unemployment 
due to global Capitalization of agricultural industries and regional overspecialization 
in primary products 

•	 Regional, industrial localization of heavy industries/extractive industries of the mining 
sector and mineral exploitation (ex-heavy-industry regions near the minefields/
coalfields and iron fields/ironworks) creates geographically-overconcentrated 
primary industries which, if they become sunset industries with sunset markets, 
creates resultant, regionally-concentrated, Long Run Structural Unemployment/
Regional Unemployment/regional decline caused by regional overdevelopment/
overconcentration/overspecialization/overdependence upon declining industries/
External Diseconomies of Scale 

Domestic Regional Policies by the national governments of all individual, member 
economies provide communal, cantonal and federal/national grants/subsidies/
assistance to develop and redevelop those geographical areas/national peripheral 
regions with disproportionately-high Regional Unemployment; supranational Regional 
Policy Expenditure supplements/reinforces/complements these domestic, regional 
development and redevelopment subsidies with a supranational dimension to regional 
aid via supranational, regional development and redevelopment grants for supranational 
peripheral regions. 

Supranational Regional Policy is responsible for the disbursal of supranational regional 
development subsidies/aid to finance/fund/assist regional development/ regional economic 
integration of the traditionally-underdeveloped, lowest-Income, poorest rural regions within the 
supranational, African rural periphery. 

Supranational, regional redevelopment grants/incentives assist geographical areas 
in regional decline due to the Long Run, structural decline and resultant Structural 
Unemployment within traditional declining industries/sunset industries upon which they 
were overconcentrated/overspecialized/overdependent, such as mining of coal and iron 
ore, mineral exploitation, traditional textiles. Supranational regional-restructuring grants/
incentives aim to stimulate regional redevelopment/regeneration/reinvigoration/rejuvenation 
and regional industrial-restructuring via supranational regional aid in order to encourage  
new expanding industries/sunrise industries to establish and/or expand within these 
supranational peripheral regions of disproportionately-high Regional Unemployment. 

Supranational Regional policy attempts to stimulate regional Investment in order to 
create regional growth poles/regional growth zones and induce the regional Keynesian 
Multiplier process with its virtuous-circle, positive, accumulative Multiplier effects upon 
regional employment, Incomes and Expenditure/Aggregate Monetary Demand within 
such regions of disproportionately-high Structural Unemployment in the supranational 
periphery. 
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Supranational Regional Policy aims to increase Supply of experienced, high-quality, 
highly-skilled, highly-trained, highly-qualified, well-educated Labour for employment in 
new, high-tech sunrise industries : increasing the occupational mobility of Labour to 
move jobs from declining industries to expanding industries, encouraging development 
of a new, hi-tech, highly-diversified industrial structure within the supranational periphery 
in regional decline consequent upon disproportionately-high, regionally-concentrated 
Structural Unemployment; increasing the geographical mobility of Labour to relocate 
from the supranational rural periphery to the supranational core. 

E.U. Regional Policy is implemented via European Union Cohesion Policy, accounting for almost 
40% of total E.U. spending; Cohesion Funds and Structural Funds are allocated to internal regions 
within the 28 E.U. member countries, depending upon their Gross Domestic Product per capita, by 
the E.U. Regional Policy instrument, the European Regional Development Fund E.R.D.F. 

The European Social Fund E.S.F. provides substantial E.U. supranational funds/training grants 
for vocational education and employment training/job retraining; work retraining schemes and 
service training programmes to generate new, high-tech Labour skills, create employment 
opportunities within hi-tech production and develop greater Labour productivity, effectiveness, 
expertise, experience and flexibility. 

Cohesion and Structural Funds are the major supranational instruments/ means/vehicles for 
supranational Income redistribution within the European Union from higher-Income countries 
and regions to lower-Income countries and regions. However, the scale of supranational E.U. 
Income redistribution via E.U. Regional Policy Expenditure from supranational core areas to 
supranational peripheral regions is comparatively, relatively small vis-à-vis National Income 
redistribution levels which occur within countries from higher-Income regions/national core areas 
to lower-Income regions/national peripheral regions consequent upon domestic Regional Policy 
Expenditure by national governments of individual, member economies; total E.U. Regional 
Policy Expenditure is less than 0.5% of aggregate, E.U. Gross National Income G.N.Y. 

A vital key contribution Customs Union membership may make on behalf of national 
member economies is any economic strategy, such as supranational subsidies, which 
creates favourable economic indicators encouraging Foreign Direct Investment inflows/
foreign Capital inflows into African economies; inward movements/inflows of foreign 
Capital Investment into African economies from abroad/overseas underpin future 
Economic Growth within African economies. 

Global, international Capital transfers-in/global, international Investment transfers-in 
are indispensable to future economic development of African economies, conferring 
the following benefits : 

•	 Foreign Direct Investment inflows/foreign Capital inflows represent positive, credit 
items/Total Revenue inflows/monetary inflows/Exports on the Capital Account of the 
Balance of Payments; there will be an immediate improvement on the Balance of 
Payment Capital Account, a Balance of Payment surplus on the Capital and Financial 
Account 
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•	 If Visible or Invisible Exports (of final goods or services) rise and/or Visible or Invisible 
Imports (of final goods or services) fall as a direct consequence of multinational 
companies relocating production into the domestic economy via Foreign Direct 
Investment inflows, this represents a favourable benefit to the domestic Balance of 
Payment Current Account 

•	 Keynesian Multiplier effects of Foreign Direct Investment will induce proportionately-
larger increases in National Output/National Product and stimulate proportionately-
greater, national Economic Growth; this will be especially significant and valuable if the 
domestic economy has inadequate domestic Investment i.e. relatively-limited amounts/
levels of domestic, private Investment and domestic, public Investment, see diagram I

•	 Inflows of Foreign Direct Investment will increase domestic employment, initiate 
positive Multiplier effects upon National Income and trigger recurrent, expansionary, 
reflationary macro-economic effects within domestic markets; the Keynesian Multiplier 
process will cause proportionately-greater increases in Real Gross Domestic Product per 
capita/Economic Growth and consequentially-higher Domestic Incomes/Standards of 
Living, such as within the Chinese special economic zones 

•	 Foreign-owned firms will be officially resident for the purposes of Taxation within the 
domestic economy and therefore will be liable to pay domestic corporate taxes, 
contributing corporate tax revenue/improving the domestic government’s public finances; 
moreover, foreign-Investment-Led Economic Growth creates increased domestic 
employment and induces higher National Income, generating greater Income tax 
revenue via fiscal drag 

•	 Foreign Capital inflows may have a positive impact upon domestic producers; Foreign 
Direct Investment may embrace brand capital/new brand names/ new brand images/
identities, may embody new, technological processes and advances/technical progress 
and improvements/new production technology; foreign-owned enterprises may 
stimulate new product development via product improvements, product innovations, 
product inventions and/or introduce new production techniques/new, hi-tech production 
processes/methods and/or instil new, working practices, such as new, more-efficient, 
more-effective, management techniques/methodology 

If the foreign Investment transfers-in, encouraged by supranational subsidies, can be 
channelled into secondary and tertiary industries via sectoral, supranational subsidies 
and into national and supranational peripheral regions via regional, supranational 
subsidies they will become the crucial cornerstone of greater, national Economic 
Growth within African member economies. 
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4. SUPRANATIONAL INTEGRATION 
Long Run, supranational objectives/motives of Customs Unions include increased, 
supranational, social-political harmonization and greater, supranational, monetary and 
financial integration. 

(a) SOCIAL-POLITICAL HARMONIZATION 

Customs Unions aim to promote the supranational harmonization of social-political 
standards via the following instruments : 

•	 Common defence policies 

•	 Common Monopoly and merger legislation with the supranational Monopoly and Merger 
Commission implementing standardized anti-trust legislation by controlling international 
Monopolies and multinational mergers throughout the entire common market 

•	 Common social policies establishing universal social standards within all member 
states : supranational, uniform Minimum Wages; supranational, standard, minimum Welfare 
State services/transfer payments, such as Unemployment benefits, state pension payments, 
sickness benefits; supranational, universally-applicable human rights; supranational, unified 
anti-pollution controls/regulations; supranational, standardized trade-union legislation 

(b) MONETARY AND FINANCIAL INTEGRATION 

Customs Unions supranational objectives include the implementation of  measures to enhance 
supranational, monetary and financial integration : 

•	 Harmonization of indirect tax rates throughout all member countries 

•	 Imposition of a uniform, common withholding tax-at-source on Savings within all 
member economies 

These Long Run, supranational missions of the European Union, including social-political 
integration, monetary and financial harmonization, envisage the United States of Europe as 
the ultimate goal. 

At present, the E.U. European Council is the supranational body for meetings between E.U. 
Heads of State. However, national sovereignty still has political, hegemonic superiority/
supremacy and takes precedence/priority over supranational political decisions by the 
European Union. 

The United States of Europe contemplates/imagines the European Union embracing 
supranational political institutions with predominant supranational sovereignty/supreme 
hegemony to which the national political sovereignty of individual, member states would be 
subservient/subordinate, such as the European Parliament, Brussels, the European Court of 
Human Rights, Strasbourg and the European Court of Justice, Luxembourg. 
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Assessing Regional Integration through CFTA

The Agreement Establishing the African Continental Free Trade Agreement ACFTA entered into 
force on 30 May 2019 for the 24 countries that had deposited their instruments of ratification. This 
date marked 30 days after 22 countries had deposited their ratification instruments with the African 
Union Commission AUC Chairperson, the designated depositary for this purpose, as stipulated in 
Article 23 of the Agreement.

The establishment of CFTA is a cornerstone to strategic and pragmatic approach to long-visioned 
African integration. In 1994, the Abuja treaty entered into force; reinforcing the establishment of 
the African Economic Community. While the Abuja Treaty aimed to bring the communities together 
and foster co-operation and development, CFTA aims to open-up African markets, liberalize trade 
between member countries and attain the Free Market development achieved by Regional Economic 
Communities. CFTA takes broader aims of economic integration in order to facilitate intra-African 
trade. 

Priority Action Plan PAP, 2020–2040 

In the four core Infrastructural areas for the immediate 2020 term; there are 51 currently planned for 
ongoing Infrastructural projects on the African continent. These projects form the core of PIDA and 
help us to evaluate the effectiveness of the system and implementation. Efficient implementation 
of the PIDA programme gives greater possibilities to member states to attract FDI, this is because 
internal free movement of Capital increases not only regional direct Investment but global investment 
which robustly accelerates economic development of the small economies. The supranational 
Regional Policy, decision making and integration that facilitates the functioning of PIDA aims to help 
in encouragement of FDI, increase in output of the secondary manufacturing and tertiary sectors; 
regional development of the service industries of the most vulnerable states in the ACFTA would in 
turn enable them to compete favourably with the big economies within the continental trade area, 
see figure 35. 

FIGURE 35 : PRIORITY ACTION PROGRAMME PIDA

Number of projects Cost in USD $ billion % of Total  

Energy 15 40 59.2

Transport 24 25 37

Water 9 2 3

ICT 3 0.5 0.8

Total 51 67.5 100

Infrastructure Investment by PIDA is targeted to be as much as USD 360 billion by 2040 in the 
strategic sector of Infrastructure. The four identified areas of Infrastructure in figure 35 cost the 
continent a total of USD 67.5 billion to implement for the term-period 2020. 
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Figures 36 – 43 inclusive represent a summary of critical infrastructure needed to realise the 
sophisticated Infrastructural level of economic integration required. 

FIGURE 36 : ENERGY PROJECTS ACROSS AFRICA TOTALLING USD 40 BILLION

FIGURE 37 : TRANSPORT PROJECTS ACROSS AFRICA TOTALLING USD 25 BILLION
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FIGURE 38 : ADVANCED ENERGY INFRASTRUCTURE PROJECTS

Project Description Cost USD 
million Countries Integration 

Region
The Grand 
Ethiopian 
Renaissance 
Dam

5,250 MW plant to supply domestic market 
and export electricity on EAPP market 8,000 Ethiopian Nile 

River Basin Eastern

Sambagalou

128 MW of hydropower capacity,930 km 
from the mouth of the Gambia River to 
supply Senegal, Guinea, Guinea Bissau and 
Gambia

300 Senegal, OMVG Western

Senegal, OMVG Western

Batoka Hydroelectric plant with a capacity of 1,600 
MW to enable export of electricity 2,800

Zambia/
Zimbabwe 
Zambezi Basin

Eastern

Kaleta Hydropower generation of 117 MW 179 Guinea – OMVG Western

FIGURE 39 : ADVANCED TRANSPORT INFRASTRUCTURE PROJECTS

Project Description Cost USD 
million Countries Integration 

Region

Abidjan-Lagos 
Coastal Corridor

This program would modernize the most 
heavily travelled ARTIN corridor in West 
Africa (trade facilitation, OSBPs, capacity 
enhancement and implementation of PPP) 
for five countries: Côte d’Ivoire, Ghana, 
Togo, Benin and Nigeria

290 Nigeria, Benin, Toga, 
Ghana, Côte d’Ivoire Western

North-South 
Multimodal 
Corridor

This program is designed to modernize the 
highest priority multimodal ARTIN corridor in 
Southern Africa on modern standards and 
facilitate travel of people and goods across 
the borders between South Africa, Botswana, 
Zimbabwe, Zambia, Malawi and DRC

2,325
DRC, Zambia, 
Zimbabwe, South 
Africa, Mozambique

Eastern

 
FIGURE 40 : WATER RESOURCE PROJECTS ACROSS AFRICA TOTALLING USD 2 BILLION
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FIGURE 41 : ADVANCED WATER RESOURCE INFRASTRUCTURE PROJECTS

Project Description Cost USD 
million Countries Integration 

Region

Fomi

Hydropower station in Guinea with 
irrigation water supply for Mali and 
regulation of the Niger river (nine 
countries)

384 Niger River Basin Western

Lesotho HWP 
Phase II – water 
transfer component

Water transfer program supplying water 
to Gauteng Province in South Africa 1,100 OrangeSenqu 

River Basin Southern

FIGURE 42 : IT PROJECTS ACROSS AFRICA TOTALLING USD 0.5 BILLION

FIGURE 43 : ADVANCED IT INFRASTRUCTURE PROJECTS 

 

Project Description Cost USD 
million Countries Integration 

Region

ICT Terrestrial for 
Connectivity

This program has two main components: 
secure each country connection by at 
least two broadband infrastructure and 
ensure access to submarine cable to all 
landlocked countries.

320 Africa wide Continental

Internet Exchange 
Point (IXP) program

The aim of this program is to provide 
Africa with adequate internet node 
exchange to maximize internal traffic

130 Africa wide Continental

Considerable work has been done to plan and execute Infrastructure projects across the continent 
to lift out millions of Africans out of poverty, bring about economic development, attract foreign 
Investment and most importantly bridge the gap to economic integration. However, much work 
needs to be done in terms of the quality of Infrastructure delivered if a strong integration is to be 
realised. The well-known challenges to a robust Infrastructure are : 

•	 Poor government planning and policy concerning economic analysis of the appropriate 
Infrastructure network required 

•	 Weak government funding on strategic projects and unavailability of private Investment 
portfolios at an African continental level 
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•	 Lack of data/statistics concerning on-ground needs of robust Infrastructure, poor foresight 
of requirements to underpin future Infrastructural development 

•	 Lack of domestic private and public Investment 

There is a great need for government Intervention and indicative planning within Less Developed 
Countries, especially small economies, that need to increase their international aid projects/foreign 
public Investments as well as their Foreign Direct Investment/foreign private Investments. 

Energy and Electricity Sector 

The energy and electricity sector is a vital infrastructure for Economic Growth and regional 
integration. The Programme for Infrastructure Development in Africa PIDA was jointly sponsored by 
AUC, NEPAD Secretariat and ADB. The broader aim of the PIDA is to coordinate a robust regional 
integration in Africa through a well-connected regional and continental Infrastructure. Specifically, 
PIDA aims to focus on : 

•	 Establishing a strategic framework, objectives and policies for the development of regional 
and continental Infrastructure within four sectors : Energy; Transport; Information and 
Communication Technologies ICT and Trans-boundary Water Resources TWR based on a 
development vision for Africa 

•	 Establishing an Infrastructure development programme over a time horizon up to 2040 using 
the strategic framework, objectives and policies 

•	 Preparing implementation strategy and processes, especially including a Priority Action 
Plan 

In order to understand the potential of regional energy market integration and regional trade of energy 
of the 53 African countries, it is important to understand the collective energy Demand and Supply 
of the continent in the coming two decades. The interconnectivity of the regional Infrastructure has 
a great influence on the rigidity of the economic and trade integration. The AU aims to integrate 
the energy infrastructure of the continent through the Maputo declaration, 2010, integration of the 
continent and to enhance access to modern energy services for the majority of the African population. 
These objectives would be achieved by : 

•	 Developing major regional and continental Hydro Electric Power projects

•	 Implementing construction of high-capacity oil refineries and oil pipeline projects 

•	 Developing renewable energy resources

FIGURE 44 : CORE CHALLENGES TO AFRICAN ENERGY INTEGRATION

1. Under-exploited energy resources and under-served demand

2. Low access to modern energy throttles economic and social development

3. High cost makes modern energy unaffordable for many and penalizes competitiveness

4. A fragmented regional and continental market

5. A low capacity to attract commercial financing to meet investment needs
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Megatrends to Integration 

The UN Global Compact and UNEP Finance Initiative partnered to create the Principle Responsible 
Investment PRI Association. According to UNPRI, it is a leader in the world of responsible investment. 
It takes the investment portfolio and applies multidimensional factors affecting its implications on 
Environment, Social and Governance ESG elements. The three elements are then taken to narrow 
down Investment decisions. The PRI takes an umbrella approach to international investment, 
accommodates its investors, government institutions, their decisions, interests and long-term impact 
towards society and the environment, see figure 45. 

According to UNPRI’s report Responding To Megatrends, Investment Institutions Trend Index 2017, 
megatrends are defined as global, macro-forces that will transform society, businesses and the 
marketplaces within which they operate. 

FIGURE 45: FIVE MEGATRENDS OF UNPRI 

UNPRI

1. Environmental Challenges Climate change, Environment and Disaster Management

2. Society and demographics Urban transition and shifting wealth

3. Globalisation and connectivity Industrial and Economic Revolution 
Artificial Intelligence A.I. 
Digitalization 
Information Technology I.T.

4. Emerging economy growth and dynamism

5. Technological advances Modernizing the Energy, Health and Science sectors.

Global megatrends are important to since Africa’s economic, social and cultural integration is heavily 
dependent and influenced by these megatrend factors. As integration is beyond economic unity, it 
involves addressing common challenges to development and overall progress on the continent; 
moreover, understanding megatrends assists integrated African economies and societies to keep 
pace with what is going on world-wide. 

Continental Integrated Approach towards Artificial Intelligence A.I. Revolution 

African governments need to work hand-in-hand to ensure that the AI revolution that takes place 
on the continent leads to growth for all. There are some fundamental challenges that needs to be 
addressed in this field : 

•	 Africa needs an integrated, reliable, affordable high-speed internet network in order to 
ensure that all businesses, small and large, have access to rapid information transmission 
systems; this will increase the ease and efficiency of doing business throughout the entire 
continent  

•	 AU and African governments, both regionally and nationally, still need to have data control 
and privacy laws which are further harmonized at a cross-border level; data privacy ensures 
that trade and profit generated from individual data remains within the country and is more 
valuable to African economies; therefore, data localization must be implemented on a 
regional and integrated level 



Amergeris Wealth Management Group AG

 
57

•	 Governments must facilitate an integrated regional innovation ecosystem to accelerate 
Economic Growth within this hi-tech domain; most progress made so far has been 
concentrated within larger cities and within the private sector 

Supranational Integration may eventually, if successful in the long run, create the United 
States of Africa.
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5. POTENTIAL, FUTURE ECONOMIC COSTS AND BENEFITS OF A 
SUPRANATIONAL SINGLE CURRENCY 

Economic and Monetary Union E.M.U. occurs when a group of countries in a common 
market abolish their individual, national currencies in order to share a common currency 
and therefore operate a common, single monetary policy for the whole bloc/area/union, 
such as the European E.M.U. system with the euro as the European single currency of the 
entire euro zone of all euro-zone members/participants/subscribers, post-January 1999. 

Economic and Monetary Union consists of the following elements : formation of a single 
currency, based either on the middle value of the currencies of all participants, such as the 
euro currency, or based on the trade-weighted average of all member currencies; formation 
of a supranational central bank, imposing regulations to be followed by the already-existing 
central banks of each individual, member country, such as the European Central Bank E.C.B. 

Although a single currency for A.C.F.T.A. members is not envisaged for the foreseeable 
future, a group of West African economies have already made provisional attempts to 
implement adoption of a single currency so its future, potential costs and benefits are 
relevant; even though it is controversial amongst economists as to whether its benefits/
advantages or its costs/disadvantages predominate and therefore whether its adoption 
would significantly help to facilitate Economic Growth/economic development within 
individual, African member economies or not. 

Potential, resultant benefits/advantages, derived from adoption of a single currency to 
single-currency members, include : 

•	 Elimination of transaction costs; especially significant for large multinational companies 
which use one base/branch within a single-currency zone in order to export to all other 
single-currency member economies 

•	 Price transparency; although, even after their adoption of the single-currency zone, 
Price differentials will persist between single-currency members for several reasons, such 
as differences in taxes, differences in wage costs, differences in degrees of competition, 
differential market conditions 

•	 Absence of exchange-rate fluctuations/variability/volatility/instability between single-
currency member economies; the consequent elimination of exchange-rate exposure 
between international traders within the single-currency zone and the resultant, all-
important creation of greater certainty within internal trade between single-currency members 
means that single-currency participants should increase their international trade with other 
member countries within the single-currency zone 

•	 Adoption of the single currency allows international trade within the single-currency zone 
to avoid any problems associated with the over-valuation of an individual, member 
country’s currency 

•	 The single currency is more likely to be a totally-convertible hard currency, it is more 
likely to enjoy Free, flexible, floating exchange rates and stable, high exchange values 
vis-à-vis all other currencies; Imports from all non-member countries outside the single-
currency zone are consequentially cheap for single-currency economies 
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Potential, resultant costs/disadvantages, consequent upon adoption of a single currency 
to single-currency members, include : 

•	 No possibility of independent, national exchange-rate adjustments by individual, 
member countries to counteract uncompetitive Export Prices caused by the very–
hard currency 

•	 Single-currency-zone membership/multilateral trading via the single currency creates even-
greater interdependence between individual, member states 

•	 Transition costs; adoption of the euro has led to extremely-high Prices within all euro-zone 
countries 

•	 Loss of independent, government macro-economic policies to deal with asymmetric 
shocks; common monetary policies and interest rates are established by the 
supranational central bank for all single-currency economies which will negate/nullify 
the independence of the national central banks to manage domestic monetary policies and 
interest rates 

The European Central Bank E.C.B. establishes uniform, common monetary policies for all 
euro-zone members. The E.C.B. has to adhere/conform to the Stability and Growth Pact, 
applicable to the entire euro zone. The Stability and Growth Pact, agreed by member 
countries of the European Economic and Monetary Union, June 1997, places a maximum 
limit/cap/ceiling on federal government budget deficits for all individual countries belonging 
to the European, single currency/euro i.e. the budget deficit should not exceed 3% of Gross 
Domestic Product in any single fiscal year; fines may be imposed on individual, member 
states for non-compliance 

The rationale of the Stability and Growth Pact is harmonization of government budget 
deficits of all euro-zone economies in order to prevent individual, member countries creating 
inflationary pressures throughout the euro zone by running significant budget deficits; the 
European Central Bank would be forced to increase euro-rates/common interest rates which 
would slow down/dampen down the entire euro-zone economy 

The tighter, restrictionist monetary policies, which the European Central Bank is obliged 
to impose upon the whole euro zone in order to meet the prerequisite conditions/criteria 
of the Stability and Growth Pact, may restrict/limit Economic Growth and induce higher 
Unemployment 

Single-currency-zone membership inevitably means common fiscal policies, 
standardized monetary policies including uniform, common interest rates throughout 
the entire single-currency zone; all single-currency participants forego/relinquish their 
rights to implement independent, nationally-determined, discretionary macro-economic 
policies, such as independent, domestic interest rates which are subservient/subordinate to 
common interest-rate policy established by the supranational central bank 
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The Abuja Treaty sets out the continent’s integration pathway and puts monetary union as a key 
priority. Yet many of the Regional Economic Communities have not made their currencies convertible 
and coordinating macroeconomic convergence needs a greater push. As the global financial crisis 
has shown, being more capital-connected comes with a risk. More data, information and transparency 
build confidence among national authorities and financial institutions, as does improving regulatory 
frameworks, safeguards and supervision.

A series of actions can make a difference, including promoting banking across borders, increasingly 
outside of the regional financial centres; standardizing regional payments; putting in place multilateral 
fiscal guidelines; and joining up policy on inflation, public finance and exchange rate stability. 

In turn, the continent will see more predictable conditions for cross-border trade and investment to 
thrive and it will help to light up Africa’s financial future.
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CONCLUSION 
This article has demonstrated that, in respect of hypothesis 1 : 

•	 Internal Free Trade of goods and services within the Customs Union may induce 
Export-Led Economic Growth, underpinned by : the resultant, magnified increase in 
Aggregate Monetary Demand/final domestic Incomes via the Keynesian Multiplier 
effect within a larger common market; the consequent rise in the Derived Demand 
for accelerated Induced Investment/Induced Net Investment via the Keynesian 
Accelerator process; the resultant rise in the Derived Demand for Labour and the 
concomitant fall in rates of Unemployment 

A.M.D. ≡ C + I + G + X - M

Δ Aggregate Monetary Demand/National Expenditure > Δ Initial Export Expenditure 
Δ National Income Y ≡ Δ National Expenditure E ≡ Δ National Product ≡ k. Δ X  

  m.p.c.   m.p.w.   Keynesian Multiplier k 

D New, additional Net Investment = Accelerator α(Δ Y) 

•	 Free internal movement of Labour, created by an African single market similar 
to the European single market, may facilitate increased internal migration of Labour/
greater geographical mobility of Labour between A.C.F.T.A. member states and 
encourage more migrant workers within the African Customs Union; this resultant rise in 
specialized, imported Labour may increase the Supply of highly-trained, highly-skilled, 
high-tech Labour and may increase participation ratios and decrease dependency ratios  
to a certain extent 

  Labour input and/or  Labour productivity  Labour-Led Economic Growth 

•	 Free internal movement of Capital within a future A.C.F.T.A. single market with no 
internal, exchange-control regulations, no internal restrictions on foreign Investment, total 
freedom of Capital movements, greater openness to foreign Investment within the internal, 
A.C.F.T.A. market may increase internal migration/geographical mobility of Capital and 
facilitate greater international Capital flows internally between A.C.F.T.A. member countries; 
it may also critically induce greater external, global Capital inflows/ greater, external 
foreign Investment transfers-in, greater, external Foreign Direct Investment which is 
a necessary prerequisite for any economic development strategy, especially since more 
external F.D.I. will lead to more new, high-tech sunrise industries, more hi-tech Infrastructure, 
more hi-tech production techniques, extra Derived Demand for Labour and new, high-tech 
Labour skills as well as triggering the Keynesian Investment Multiplier effect on domestic 
levels of final Incomes, Expenditure and output 

   Capital input and/or  Capital productivity  Capital-Led Economic Growth 
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•	 Sectoral, supranational subsidies disbursed in favour of secondary manufacturing/
processing industries and tertiary service industries within the Customs Union 
trading bloc may reinforce and supplement domestic, local and national subsidies 
underpinning economic development and greater allocative efficiency via more Investment 
within the relatively-high-growth, relatively-high-value-added, relatively-highly-profit, 
relatively-high Price secondary products and tertiary industries; helping to overcome the 
economic barrier of X-inefficiency/allocative inefficiency of second world and third-
world African countries being overdeveloped/overconcentrated/overspecialized/
overdependent upon relatively-low-growth, relatively-low-value-added, relatively-
low-profit, relatively-low-Price primary products/agricultural products and raw materials/
minerals of extractive industries/primary producers/primary industries of the primary sector 
of production 

•	 Regional, supranational subsidies allocated to any suppliers, especially tertiary 
producers of tertiary services or firms within the secondary sector of production, 
establishing or expanding within the Customs Union’s periphery/supranational, 
geographical regions of disproportionately-high Unemployment may supplement 
communal, cantonal and federal regional subsidies, reinforcing the domestic Regional 
Policies of African member states aiming to create regional Economic Growth and regional 
economic development; especially via regional Foreign Direct Investment which 
supranational incentives/inducements may help to encourage within supranational 
peripheral regions 

•	 Long Run supranational integration, whereby future, supranational political 
hegemony would replace the current, national political sovereignty, may create 
increased, supranational, social-political harmonization and greater, supranational, monetary 
and financial integration as centralized supranational institutions/bodies would have 
the supranational political sovereignty to impose standardized economic regulations 
throughout the Customs Union membership; this greater, resultant, political and 
economic certainty may be a catalyst for much-greater Foreign Direct Investment 

Therefore, these discretionary economic policies directly stimulated by Customs Union 
membership, will individually help to overcome/minimize specific barriers to Economic 
Growth for African Less Developed Countries. 

Moreover, they may collectively induce higher levels of Foreign Direct Investment via : internal 
Free Trade of final products creates a larger common market with greater aggregate Monetary 
Demand; abolition of restrictive regulations on foreign Capital transfers-in/foreign Investment 
inflows and internal Free flows of Capital; greater access to Supplies of imported, specialized 
skilled Labour via internal Free flows of Labour; supranational sectoral subsidies to foreign 
Capital investing in secondary and tertiary industries; supranational regional subsidies to 
international Investment within the periphery of African underdeveloped economies; greater, 
political and economic certainty conferred by future, potential, standardized, centralized 
economic regulations imposed by hegemonic, supranational administrative and regulatory 
agencies. 

The role of Customs Unions in attracting more Foreign Direct Investment transfers-
in, especially within the secondary and tertiary sectors of production and within the 
supranational peripheral regions, is their critical role in the economic development process 
of underdeveloped economies. 
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Moreover, they may collectively induce a favourable effect upon the Balance of Payments 
: industrial Diversification into manufactured final goods may induce an improvement in 
the Balance of Visibles since relatively-low Labour costs within African economies may confer 
competitive, low Prices upon Exports of secondary manufactured goods whose Demand is 
Relatively Price Elastic leading to an increase in Total Revenue inflows from Visible Exports and 
an improvement in the Visible trade balance; economic Diversification into final services may 
induce an amelioration in the Balance of Invisibles as relatively-low, African Labour costs lead 
to competitive, lower Prices for Exports of tertiary services whose Demand is Relatively Price 
Elastic causing an increase in Total Revenue inflows from Invisible Exports and an improvement 
in the Balance of Invisible trade in services; greater amounts of foreign Capital Investment 
transfers-in will create an improvement in the Balance of Payments on the Capital and 
Financial Account to enhance the amelioration in the Balance of Payments on the Current 
Account (caused by improvements in both the Visible trade balance and the Balance of Invisibles).  
Higher levels of Exports/monetary inflows/positive items on the Balance of Payments/
Demand for the domestic currency and lower levels of Imports/monetary outflows/negative 
items on the Balance of Payments/Supply of the domestic currency have 2 critical effects : 
higher Total Revenue inflows and/or lower Total Revenue outflows mean less need for official 
financing of Balance of Payment deficits by international borrowing, reducing government 
credit and the National Debt; higher Demand for the domestic currency and/or lower Supply of the 
domestic currency induces less downward pressure on the domestic currency on the foreign 
exchange markets, making less need for governments via central banks to buy their own currency 
to prevent depreciation or Devaluation of their domestic currency which again creates less need 
for official financing via official gold and convertible currency reserves and/or international 
borrowing. Lower levels of Balance of Payment deficits means lower levels of government 
borrowing and consequently-lower levels of National Debt; this triggers a virtuous-circle 
effect of resultant, lower international debt interest repayments/National Debt-servicing. 

  Exports ≡    Visible Exports +   Invisible Exports +   Foreign Capital inflows 
∑ Exports ≡ ∑ Visible Exports + Invisible Exports + Foreign Investment inflows  
∑ Exports ≡ ∑ Positive items on the Balance of Payments ≡ ∑ Monetary inflows  

∑ Exports ≡ ∑ Total Revenue inflows  
∑ Exports ≡ ∑ Demand for domestic currency 

 Imports ≡  Visible Imports +  Invisible Imports +  Domestic Capital outflows 
∑ Imports ≡ ∑ Visible Imports + Invisible Imports + Domestic Capital outflows  

∑ Imports ≡ ∑ Negative items on the Balance of Payments ≡ ∑ Monetary outflows  
∑ Imports ≡ ∑ Total Revenue outflows  

∑ Imports ≡ ∑ Supply of domestic currency 

 Exports   Total Revenue inflows and/or  
 Imports   Total Revenue outflows   

 Official financing via government international borrowing   
 National Debt   

 Speculative pressure for domestic currency Devaluation/depreciation, ceteris paribus 
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This article has demonstrated that, in respect of hypothesis 2 : 

•	 Discretionary economic strategies inspired directly by Customs Union membership 
may not significantly reduce the demographic barrier to economic development 
faced by most third-world economies whose age-distribution population 
pyramids demonstrate their significant demographic problem of excessively-high 
dependency ratios with relatively-large proportions of both young dependents, 
caused by relatively-large Birth Rates, as well as relatively-large proportions of  
old dependents, caused by medical technical progress underpinning falling Death 
Rates; it is outside the scope of Customs Union economic instruments to significantly 
diminish this considerable demographic barrier which induces a minimum, 
proportionate size of the working population of working age and a maximum, 
proportionate size of the non-working population of non-working age, see diagrams 
II, III, IV, V 

•	 Discretionary economic strategies inspired directly by Customs Union membership 
may not significantly reduce the demographic barrier to economic development 
faced by most third-world economies of rural-urban migration and its consequent 
economic problems, see figure 46 

FIGURE 46 : ANNUAL, PERCENTAGE URBAN POPULATION GROWTH IN SUB-SAHARAN AFRICA

Source: World Bank, 2017, Economic Indicators 
Sub-Saharan Africa, Urban Population Growth Rate.

This article has demonstrated that, in respect of hypothesis 3 : 

•	 Customs Union formation may represent the origins of a single currency conferring 
significant advantages which may stimulate African Economic Growth, especially the 
consequent elimination of exchange-rate exposure, but also notable disadvantages, 
such as the necessity of common monetary policies and interest rates which creates 
a loss of independent, government macro-economic policies to deal with asymmetric 
shocks to their national economies; whether the formation of a Customs Union 
single currency would act as catalyst or brake upon the economic development of 
second world and third-world African economies is a matter of controversy amongst 
economists 
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Therefore, this article has demonstrated that Customs Union economic policies/measures/
tools/techniques/strategies will be significant instruments in overcoming many-but-not-
all barriers to Economic Growth faced by African underdeveloped economies; they are a 
necessary condition but not a sufficient condition for African economic development. 

DIAGRAM I : DISAGGREGATION OF AGGREGATE INVESTMENT INTO COMPONENT INVESTMENT SECTORS 
IN ORDER TO ANALYSE INVESTMENT STRATEGIES FOR THIRD-WORLD, DEVELOPING ECONOMIES 

 

PRIVATE SECTOR PUBLIC SECTOR

DOMESTIC SECTOR DOMESTIC, PRIVATE INVESTMENT DOMESTIC, PUBLIC INVESTMENT

FOREIGN SECTOR FOREIGN, PRIVATE INVESTMENT FOREIGN, PUBLIC INVESTMENT

DIAGRAM II : AGE-DISTRIBUTION POPULATION PYRAMID, KENYA, 2015 
 

 
Source: United  Nations, Department of Economic and Social Affairs, Population Division (2015).

World Population Prospects: The 2015 Revision, custom data acquired via website.
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DIAGRAM III : AGE-DISTRIBUTION POPULATION PYRAMID, RWANDA, 2015 

Source: United  Nations, Department of Economic and Social Affairs, Population Division (2015).
World Population Prospects: The 2015 Revision, custom data acquired via website.

DIAGRAM IV : AGE-DISTRIBUTION POPULATION PYRAMID, TANZANIA, 2015 
 

 
Source: United  Nations, Department of Economic and Social Affairs, Population Division (2015).

World Population Prospects: The 2015 Revision, custom data acquired via website.
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DIAGRAM V : AGE-DISTRIBUTION POPULATION PYRAMID, UGANDA, 2015 
 

 
Source: United  Nations, Department of Economic and Social Affairs, Population Division (2015).

World Population Prospects: The 2015 Revision, custom data acquired via website.

DIAGRAM VI : RELATIVELY PRICE ELASTIC DEMAND FOR NET EXPORTS 
 

Quantity Demanded per period of time  
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