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Addis Ababa Chamber of Commerce and Sectoral Association (AACCSA)

Vision
To be a world class chamber, enabling the business community to be
competitive locally and internationally and contribute to the attainment of

the trade and investment goals of the country.

Mission

To promote trade and investment by providing demand driven services to
the best satisfaction of members, stakeholders and others and advocate
for favorable business environment based on best practices.
Organizational Virtues to be the driving force behind unifying businesses
in Addis Ababa that would ultimately lead to the economic growth and
vitality throughout the country.

Values

Core Values - are the heart of all that it does to benefit the business
community and are always promoted consistently by the Board and staff.
« Accountable, credible and transparent;

» Business-oriented;

» Customer-focused;

« Innovative through creativity;

« Quality and improvement driven;

« Socially responsible;

« Team oriented;
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Trade competition is considered a pillar
for the socio-economic development of
a nation. However, an ethical business
should be the prerequisite to swimming
in a competition. For effective trade
competition, the lesson and experience
from the international business entities
are unquestionable.

As the oldest and strongest chamber
in Ethiopia, Addis Ababa Chamber
shoulders the responsibility of
undertaking capacity building and
advocacy works in favor of improved
business and investment climate and
protecting the interest of its members
and the business community at large.
In view of this, Addis Chamber has
been engaging the government and
the private sector in sensitizing the
effectiveness and implementation of
the free trade agreement.

One of the hottest topics being debated
in various forums in relation to Africa’s
economy is the problem of regional

Ready to Compete in AfCFTA

integration. It has been expressed since
the independence of African counties,
considering the will of African leaders
to contain the perverse effects of the
balkanization of the continent.

Of course, there is an emerging
consensus  that trade, if well
managed, could play an important
role in confronting socio- economic
challenges. To promote businesses
competitiveness, trade, and integration
in Africa, the 18th assembly of heads
of State and the Government of the
African Union decided to establish a
Continental Free Trade Area (AfCFTA).

To further enhance trade and
investment, the government of Ethiopia
is now demonstrating its commitment
to regional and international trade
integration by  signing  various
agreements and is pushing forward to
the accession process of World Trade
Organization and has fully endorsed
engagement in intra-Africa trade the



treaty of which has ratified unanimously
by the House of People’s Representative
of Ethiopia, which issued a declaring
acceptance of the African Continental
Free Trade Area.

As a chamber, the free trade area
obviously allows companies in a local
economy to sell their products to
foreign customers. Trade restrictions
often include a clause that requires
companies to establish a physical
presence in the countries they sell in.
This is potentially costly to businesses
that operate out of a single location.

Moreover, some of  Ethiopias
manufacturing  firms  are  less
competitive in international market by
price and quality of products. Thus, to
stay in the market, firms will need to
increase their competitiveness by way
of cost reductions and enhancing their
efficiency.

In many parts of the continent, private
sector organizations have engaged in
advocacy works with their respective
governments to bring about conducive
business and investment environment
in their countries. Such efforts can
yield better results when the awareness
creation campaign is undertaken
collectively at national, regional and
continental levels, and the capacity of
the private sector is strengthened.

Basing on the above, this special
magazine devoted to AfCFTA will
contribute in highlighting the main
policy and firm-level challenges
in joining AfCFTA, lessons from
country experiences and the major
policy recommendations for action
by the government together with
corresponding policy instruments.

In general, the success of AfCFTA
hinges on the ability of African
and Ethiopian firms to understand
and capitalize on the trade related
opportunities offered by the agreement.

AfCFTA in Action

While competing globally as well as
in African free trade, Ethiopia as a
country must be ready to join the global
competition. In this regard, business
entities or service providers must
enhance and deliver quality products
that can enter the continental market.

At presnt, there is a big doubt about
the current nature of the Ethiopian
economy as well as the private sector
to compete globally and hence the
government should trade-off all kinds
of concerns and realities while dealing
with  international  organizations.
Moreover, it is imperative to take
cautions and actions before too late.
The government, business membership
organizations and even media should
collaborate to sensitize the issue,
creating an enabling environment for
business ecosystem, strengthening the
capacity of the private sector, promoting
AfCFTA and ensuring Competition.
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*# SPECIAL GUEST

‘Creating a single market for goods and
services is inevitable for Africa’

In this special magazine edition, our
guestis Professor Melaku Geboye Desta.
Professor Melaku is an international
economic lawyer by profession and
has been involved in the drafting of the
African Continental Free Trade Area
Agreement since its inception. Our
staff member Birhanu Belachew sat
down with this scholar to talk about the
role of AfCFTA, the impact and effects
to the domestic economy (domestic
firms). Excerpts:

Addis Chamber:- Thank you for your
willingness to share us your experience
Sir.

Professor Melaku: - I really thank you
for the opportunity.

Addis Chamber:- May you introduce
yourself?

Professor Melaku:- My name is
Melaku Geboye Desta. [ am a professor
of International Economic Law at the
University of Leicester in the United
Kingdom. I have been working as
a consultant with the Ethiopian
government since 2004 when our
country began its membership /
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Prof. Melaku Desta, International Economic Lawyer

accession/ process of the World Trade
Organization. For the past six years, I
have been a senior consultant to the
United Nations Economic Commission
for Africa. I have been involved with
the draft of the African Free Trade
Area agreement since its inception. In
connection with this, T have traveled
extensively in many African countries.

Addis Chamber:- Can you talk to us
about your family?

Professor Melaku:- I married when
I was young. I am the father of three
children. They all live in the UK. Tam a
very happy father.

Addis Chamber:- I heard that you have
your fingerprints on the draft of the
African Free Trade Agreement. What
was the situation at the time?

Professor Melaku:- It is a good
question. Experts from various African
countries were instructed to prepare
a draft document. At that time, I
worked as a senior consultant for the
African Economic Commission. I
could not live here in Addis Ababa,
so I went from South Africa to help

with this work, and I worked as a
coordinator from Johannesburg and
with other colleagues from different
African countries. The first draft of
the document was produced in Abuja,
Ivory Coast. Later, the main work was
done in Nairobi.

Addis Chamber:- What was the main
responsibility of the team of experts?

Professor Melaku:- More than forty
senior economists from different
African countries have come together
to discuss, debate, and present a draft
document that we believe will benefit
the continent. We drafted as an expert,
after which the document will be
presented to the negotiators by the
African Union. In the end, the decision
can only be negotiated by each country
on its own advisory basis.

Addis Chamber:- Have you observed
a significant change between the draft
agreement and the finalized document?

Professor Melaku:- The difference
is huge. Because we, as experts, are
concerned that it will benefit the
continent. Our job is to help. The



negotiators are responsible to decide.
They will negotiate for the benefit of
their respective country. Therefore the
change in the finalized document is
expected.

Addis Chamber:- what did you feel
when the work was finalized and
leaders signed the agreement in Kigali,
20187

Professor Melaku:- I was very happy.
When it was signed on March 21,
2018, in Kigali, 44 of the 55 member
states signed it that day. I had the
opportunity to watch this historical
event. I still hear how the hall echoed
when a minister went to sign on behalf
of Ethiopia. This happened as Ethiopia
is known for dragging its feet in trade
agreements. Ethiopia is one of the
four African countries in the League
of Nations. Our Country was also a
founding member of the International
Monetary Fund. However, when it
comes to trade, for example, when there
is a general trade agreement, Ethiopia
does not exist. Although we are in the
process of becoming a member of the
World Trade Organization, we are
not yet a member of the organization.
Our country has little participation in
the sub-regional trade zone of Africa.
But now, the Ethiopian government's
involvement in the African Free Trade
Area is commendable. The fact of the
matter is that not only is it a signatory
of the free trade zone, but Ethiopia has

also become a founding member of this
trade agreement for the first time to its
full potential. This is a big change.

Addis Chamber:- what is the main
purpose of the agreement?

Professor Melaku:- The African Free
Trade Area is the basis of Pan Africa's
vision for a wunited, prosperous,
peaceful Africa on Agenda 2063. One
of its goals is to create a single market
for goods and services that promote
the free movement of people in Africa.
In addition, it will promote investment
between countries.

Addis Chamber:- As the teams of
experts come from different parts of
the continent, may you share with us
any experiences?

Professor Melaku:- Based on growth
African countries are divided into
two. These are developed and least
developed countries. In countries like
Ethiopia, the law provides the better
treatment. It could be, for example,
capacity-building support. And one
day when we talk about the benefits of
least developed countries, one of my
colleagues calls my name directly and
said is it possible to think Ethiopia is
among the least developed while it
manages a big company like Ethiopian
Airlines? I remember him asking.

The other memorable event was in
relation to the Abuja agreement. In
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February 1991, the Abuja Agreement
was signed to establish an African
Economic Community. The document
is easy to read and appealing. But in
practice, it failed. And while we were
discussing the deal, a friend of ours
from Nigeria was not very happy. He
was a close friend and at that time it
was a joke that my brother criticizing
the Abuja agreement is not criticizing
Abuja! What worries you so much? I
remember laughing at each other.

Addis Chamber:- What good
opportunities does the free trade
zone have for FEthiopian business
communities?

Professor Melaku:- The African
Free Trade Area has many good
opportunities. For example, Ethiopian
traders or producers are able to move
and trade their goods or services for
free throughout Africa. There is a huge
market opportunity. It also attracts
investment.

Addis Chamber:-
challenges?

What are the

Professor Melaku:- Implementation
and competition are the major
challenges among others. Member
countries are required to amend
the local laws and practices that are
inconsistent with the agreement.

Addis Chamber:- Do you have any
recommendations?

Professor Melaku:- First of all, a series
of awareness-raising forums should be
organized for all parties involved in the
free trade agreement. The government
negotiates, not trades. The producer
and the trader must work with the
government to ease the pressure on
trade.

Addis Chamber:- Thank you on
behalf of the Addis Ababa Chamber of
Commerce and Sectoral Associations
for taking the time to share your
experience.

Professor Melaku:- Thank you very
much again.
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THE AfCFTA IN ACTION

The African Continental Free Trade
Area (AfCFTA) is theoretically often
described as an economic game-
changer for Africa. It is sometimes
described as the biggest leap of faith
Africa made in its history with its
vision of unifying a divided continent
with hundreds of ethnic, linguistic,
economic, and political diversities.

All  these qualifications are not
imaginary. They are not only real but
also challenging in a world where
Africa is often seen as a latecomer in
the race among both rich and poor
countries for winning the biggest share
of available resources.

The AfCFTA, when practically
implemented, will no doubt be the
single step that would end Africa's
marginalization in the global economy
as well as an effective instrument
for realizing the dream of economic
liberation first articulated 60 years ago
and expected to become a reality some
50 years from now. The AfCFTA came
into being only last January. This is a
very short time span in view of the long-
term objectives of the agreement that
created potentially the largest trading
bloc in the world with a combined
population of 1.3 billion people and
an aggregate volume of potential trade
reaching some 3.4 trillion dollars.

The project is far from being a gamble
because it has taken long years and
concerted efforts, 50 years by some
counts, to come to the conclusion that
Africa's economic backwardness would
only be addressed from its roots only if
the AU member states come together
and act in concert to remove the trade
and development barriers that have
kept them apart for more than 60 years
after independence.

This may not, therefore, be an
ambitious project given the realism
that underlines its short and long-term
projections and the urgent need to do
away with the rampant poverty and
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underdevelopment of the continent.
Yet, it is a huge undertaking that will
become a game-changer for Africa as
a whole, with the potential to lift more
than 30 million people out of poverty
in its first phase.

The practical steps being taken to
implement the continental free trade
area in the last eleven or twelve
months cannot be evaluated at this
point in time due to the short period
that has elapsed and the overwhelming
challenges that the architects of this
huge project were facing.

The devastating COVID-19 pandemic
that is still hitting the continent hard
must be the single most powerful event
that continues to militate against it. The
short-term prospects of the pandemic
equally bleak look as the continent is
entering its third wave with the rise of
the new and more devastating variant
of the virus.

It is also obvious that the AfCFTA is
facing other challenges that emanate
from within the continent or from
member states. Writing on this issue,
the Nigerian policy analyst George
Boateng says that, "It is also a fact that
in order for the AfCFTA to thrive, the
continent needs to address the existing
annual infrastructure  deficit—about
USD$108 billion according to the
African Development Bank (2019)—to
be able to drive free trade. Additionally,
the continent would require billions of
dollars to strengthen supply chains as
well as fiscal and monetary policy in
order to ensure that the benefits of the
agreement are maximized. Primarily,
there is the need to develop national
strategies to guide the implementation of
the AfCFTA.”

As many analysts put it, "The AfCFTA
emphasizes the reduction of tariffs
and non-tariff barriers, and the
facilitation of free movement of people
and labor, right of residence, right of
establishment, and investment."

By Mulugeta Gudeta

The free movement of people, labor,
and capital, technology beyond
regional and national barriers requires,
among other things, stability and peace
in all areas of life. Short of this and

Creating One Africa Market

considering the records of the last few
months, the free trade agreement is
likely to wait and watch the unfolding
economic and political processes across
the continent.

The African Union (AU) is certainly
behind this project but it could neither
predict unwarranted challenges could
crop up in such a short time nor
steer into action the mechanisms for
preventing the destabilizing factors
that could further complicate Africa's
planned economic integration.

Dealing with such unpredictable
challenges, George Boateng in a recent
article wrote that, "African countries
must be willing to have open borders.
Coincidentally, developments such
as Nigerias August 2020 closing of its
borders with Benin and Ghana may
cripple the AfCFTAs effectiveness,
especially when all the involved
countries are signatories to AfCFTA.

"In the perspective of the great pan-
Africanist, Dr. Kwame Nkrumah, “It
is clear that we must get an African
solution to Africa’s problems, and that
this can only be found in African unity.
Divided, we are weak; united, Africa
could become one of the greatest forces
for good in the world”



The AfCFTA is no doubt a great unifier
of Africa in the economic sense of the
term. In the final analysis, economic
integration or economic unity are the
bases and prerequisites for lasting
political integration. Africa started the
strategy of regional integration back in
the 1960s and 1970s. Yet, its economy
did not change radically, because the
same problems that are agitating the
continent now were also frustrating the
initial bid for economic integration.

Africa needs to learn from its past in
order to successfully navigate towards a
promising future. European economic
integration too faced formidable
challenges in its times although the
countries were economically far more
advanced than are African countries at
this stage. They succeeded not because
they were more talented than Africans.
They succeeded because they acted
decisively.

Commenting on how AfCFTA is
being received within Africa, another
African analyst and trade lawyer
wrote that, "To be sure, the AfCFTA
is potentially a game-changer, as it
could trigger far-reaching domestic
policy and institutional reforms and
become a credible forerunner of a single
market and a customs union for Africa.
However, so far, there is little evidence of
the political will to make that happen;
given how slowly and how cautiously
African leaders and policymakers are
moving towards economic integration.
Yet Africas economic future lies in a
single market and greater integration
into the world. But, first, Africa must
make AfCFTA work.”

In the final analysis, the AfCFTA) is
a flagship project of the AU’s Agenda
2063 and a blueprint for attaining
inclusive and sustainable development
across the continent over the next 50
years. It aims to boost intra-African
trade by providing a comprehensive
and mutually  beneficial trade

agreement among the member states,
covering trade in goods and services,
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investment, intellectual property rights
and competition policy.

In this sense, we can say that the
AfCFTA is more important than the
World Trade Organization (WTO)
both in its reach and significance. As
far as African economic interests are
concerned, the AfCFTA is the best
agreement that can promote Africa's
dream of rising up from poverty.
Whereas the WTO deals only with
trade disputes among member states,
the AFCFTA shapes the lives and
destinies of more than one billion or
one in seven people on planet earth.

Anyway, such a historic project as the
creation of an integrated and continent-
wide economic union cannot be
reversed despite the unpredictable
challenges that might have slowed
the pace of its implementation. The
secretariat of AfCFTA entrusted with
the practical implementation of the
grand project is no doubt actively
pursuing the dream which is the dream
of all Africans.
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AfCFTA:
The Road to Single Market

By Ashenafi Mitiku

The African Continental Free Trade Area is also
known as (AfCFTA) agreement is a landmark
incident ever signed among Africans. According
to development researchers and economists, the
new trade deal is expected to boost intra-African
trade, promote industrialization, create jobs, and
improve the competitiveness of African industries
on the global stage as well as continental level.

A recent report from World Bank reveals that,
Africa accounts for just 3% of global trade. And
only 15% of African exports are intra-continental,
compared with 60% for Asia and 68% for Europe.
The potential for transformation across Africa
is therefore significant. The pact will create the
largest free trade area in the world measured by
the number of countries participating.

“To envision the Africa we want to see, we need
to be united for the common goal. The AfFCTA
is also part of the 2063 Pan African Agenda that
intends to create a single economic community
in Africa” says senior trade and industry advisor
at the African Union. The senior advisor also said
that the AfCFTA will enable Africa to compete
globally that also paves the way for a stronger
continent, adds the senior advisor.

The renowned economist Alemayehu Geda
(Professor) speculated the potential challenges
and opportunities associated with AfCFTA. In his
briefing to Addis Chamber, Professor Alemayehu
further notes that the willingness and initiative
of African states witnessed towards embracing
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AfCFTA is commendable particularly
in forging strong regional ties that can
facilitate trade smooth flow of trade.

The Trade deal as Alemayehu
anticipates, favors the manufacturing
sector better off as compared to other
business sectors. In his research
findings, the manufacturing sector
covers 40% of the trade deal and the
other 60 percent for other economic
activities and the remaining unfished
goods and service trading. The young
and trainable youth population in
Ethiopia, according to Professor
Alemayehu, can also be a viable asset
or comparative advantage to compete
in the continental trade.

Despite all the opportunities existed
in Ethiopia, the new trade deal will
also have its own challenge that
emanates from strong economies
such as Egypt, Morocco, Nigeria and
South Africa, thus calling all private
sectors of Ethiopia to be ready for the
new initiatitive.

Musie Mindaye, who is the Director
of trade relations and negotiation at
the ministry of trade and Regional
Integration made interview for
this special edition regarding the
commitment of his government and
its readiness to support the private
sector in Ethiopia.

While briefing about the current
status of intra Africa trade, he
highlighted the unwavering support
of his government to private sectors
operating in Ethiopia. Muse also
expressed his optimism on the new
trade deal in bringing massive trade
opportunities for private sector to
strive adding that previous trading
bottlenecks observed in international
trade to dwindle in intra Africa. Many
African countries including Ethiopia
suffers from non-transparent trade
deals with the outside world that
results in discouraging import and
export businesses in the continent.

“We should be ready to tap all
the opportunities available in
AfCCTA’, notes Musie.

Despite all the opportunities
available and presented
in AfCFTA, there are also
drawbacks in carrying out the
new trade deals, says Musie
Mindaye. One such challenge
is the provision of logistics
which is minimal as compared
to other countries of the world
such as Asia and Europe. Other
challenges include the availability
of finance or forex money to be
circulated in the economy while
undertaking the trade deal must
be addressed, urges Musie while
briefing journalists of the Addis
Chamber.

Sources from Ethiopian Leather
Institute indicate that the sector
earns 250 million USD per
year for Ethiopia and creates
numerous jobs for local citizens.
Daniel  Getachew, secretary
general from the Ethiopian
leather industries Association
mentioned the  competitive
advantage of the Ethiopian
leather sector and the existing
potential of leather for leather
investment. “Small and micro
enterprises are engaged in the
production of leather goods and
a number of these enterprises
are vertically integrated with
tanneries” adds Daniel Getachew.

As the saying goes, if there is a will
there is a way. The government
of Ethiopia should provide the
necessary support to Ethiopian
private sector to be competitive
either in intra Africa trade or
internationally. ~ The growth
experiences of South Korea show
how essential the integration of
government and private sector in
realizing a vibrant economy and
competitive private sector.
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FREE TRADE AREA FOR SMALL
AND MEDIUM ENTERPRISES,

Opportunities and Challenges

The African Continental Free Trade
Area (AfCFTA) agreement has been
a historic event for African States &
Small and Medium-sized Enterprises
(SME’s). Statistics show that 90% of
businesses worldwide are run by SMEs.
They have the potential to create more
than 80% of Africans’ employment and
50% of its Gross Domestic Product
(GDP). According to a 2019 World
Bank report, 415 million people across
Africa are living in extreme poverty.
That figure accounts for 57 percent of
the world's poverty.

The World Bank predicts that poverty
reduction will be 10.9 percent for the
poorest Africans by 2035. When the
continental free trade area is fully
operational, it is expected to lift an
additional 30 million people out of
extreme poverty.

According to Getachew Melaku,
Adviser to the Pan-African Chamber
of Commerce and industry, Small
and Medium Enterprises (SME’) of
the continent have a significant role
to play in creating jobs. However,
he emphasized the need to focus on
sustainable development in Africa.

He cited the Ethio-Djibouti corridor
in the region as an example. The
corridor is a major source of revenue
for the region. Corridor development
not only creates jobs for small and
medium enterprises but also ensures
sustainability. He said there are
hundreds of cars being driven around
the corridor every day. He noted that
SMEs would have an opportunity to
provide services to the cars.

It is estimated that women make
up 70 percent of Africa's informal
cross-border  traffickers.  Women
who have engaged in this activity are
vulnerable to abuse, confiscation, and
imprisonment. By lowering the tariffs
on the African Continental Free Trade
Area (AfCFTA), it could allow traders
in the informal sector to enter the
formal sector, which provides better
protection.

According to Getachew, small and
medium enterprises have a significant
role to play in creating jobs, especially
for women. Studies show that women-
led small and medium enterprises
create more jobs than men.

The current 6.1 percent tariff has made
it difficult for African traders to make
trade on the continent. The African
Continental Free Trade Area (AfCFTA)
will gradually eliminate tariffs on
African trade. This will enable African
traders to streamline their trade on the
continent, especially small and medium
enterprises.

However, SME’s also face challenges.
Studies have identified four basic
problems.

o Lack of Access to finance,

o Challenges related with work

premises ,
o Lack of market access, and

o Lacks of professionalism are among
others.

Getachew said small and medium
enterprises should be ready to increase
their benefits in the region by solving
these problems. They must be prepared
to provide the most up-to-date product
and service.The government is also
expected to strengthen the capacity
of small and medium enterprises,
strengthen institutions, and strengthen
access to credit.
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HARNESSING CROSS-BORDER
TRADING FOR REGIONAL

It is not possible to obtain clear data on
cross-border trading swinging on either
side of borders between Ethiopia and
its immediate neighbors. Yet, some
estimates put the aggregate annual
value of trade among the nations of
the region at hundreds of millions of
dollars.

Contraband trade that crosses borders
in all possible frontiers goes unrecorded
and this is of course a big and common
loss for countries. Unfortunately,
benefits from formal trading are being
heavily impacted by illegal cross border
trading networks. Particularly, trading
between Ethiopia and Somalia is still
facing the illegal flow of goods to and
from both directions. Illegal cross-
border trade is depriving Ethiopia
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precious tax revenues that could
otherwise be used for investment. This
will remain a cardinal challenge for
Ethiopia working to promote normal
trade and economic integration.

What is geopolitically known as the
Horn of Africa is a vast area with a
combined population of more than
200 million people. The region is
geographically very diverse ranging
from high mountains to the lowest
depressions around the Red Sea area,
deserts, lush plains, big and small
rivers, mineral riches etc.

Eritrea, Ethiopia, Djibouti and Somalia
share common borders stretching to
thousands of kilometers, except for
Ethiopia, borders are demarcated by

By Mulugeta Gudeta

the then colonial powers. The people in
the region have similar culture, religion
and history.

Unfortunately, colonialism had not
only divided and ruled these countries
in the past, but also left behind a
legacy of artificial territorial and
political divisions, although there had
been repeated calls for continental
and regional economic and political
integration of African countries. This
far-sighted vision had repeatedly failed
to materialize. Researchers suggest that
unprecedented conflicts in border areas
of countries in question.

Most of the borders of these countries
are porous, giving ruse to both
positive and negative developments.



It is true that, open borders facilitated
interactions among traders along
side borders. However, open border
system encourages contraband trade
that undermines formal trading. The
nature of borders is also responsible for
the proliferation of illegal migrations,
criminal activities and even terrorist
operations that cost dearly the
economies of these countries.

There were also normal trade activities
along the borders of these countries.
Traders crossed rivers and deserts in
order to bring badly needed goods to
neighboring countries. The fact that
some of these countries are linked with
roads and railways that have facilitated
their transition from traditional to
modern transactions.

The railway line between Ethiopia and
Djibouti is one example. Almost all of
these countries, with except Ethiopia
have open sea acess that are the main
gateways for international trading with
the rest of the world.

Ethiopia and Dijibouti again set a
good example of cross border trading
as well as international trade linkage.
Djibouti is now a vital outlet to the
sea for Ethiopia and its main foreign
trade artery through which goods and
services are exported or imported via
the port of Djibouti, the country largely
depends

Recent developments in the region are
bringing up new opportunities for cross
border trading among those countries.
The rapprochement between Eritrea
and Ethiopia is creating unprecedented
opportunities for traders from both
countries to conduct exchange of
goods. This is particularly attractive
to the citizens of both countries living

in the border areas. The advent of
peace between the two countries is
expected to boost further the available
opportunities for cross border bilateral
trade.

The Eritrean-Ethiopian rapprochement
is also providing Ethiopia with another
port outlet relieving the pressure over
Djibouti port and alleviating Ethiopia’s
one-sided dependency on one port for
its expanding economy. Both Eritrea
and Ethiopia need one another in terms
of economic interdependence. Eritrea
needs Ethiopia’s large market for its
goods and Ethiopia needs Eritrea’s
ports for export of its goods to the
global market at a reduced cost.

When relation between Eritrea and
Djibouti return to normal levels as
they were in the past, the management
of the ports in both countries might
be regulated in such a way as to serve
Ethiopias trade interests in a fair
manner and on the basis of a win-win
solution. The same can be said about
cross border trade between Somalia
and Djibouti. Both countries chare
a long border between them yet the
issue of Somaliland’s aspiration of
independent statehood that has not
yet gained regional or international
approval might be a hurdle towards
normalization of relations between
Djibouti and Somalia.

Cross-border trade between Ethiopia
and Somalia is also another issue that
is temporarily frustrated by the absence
of peace and terrorist operations in
Somalia making it difficult to conduct
normal trade relations and give rise to
criminality such as contraband trade
that hurt the economies of the two
countries.

AfCFTA in Action

Sooner or later, peace will come to
Somalia and the potentials for cross
border trade will be exploited by tow
sides. Transnational highways and
railways are bound to emerge in the
long run because Somalia has an outlet
to the Indian Ocean and can also serve
as another port for Ethiopia’s exports.

The process of strong cross-border
trade relations among these countries
will be faster than in the past because
modern communication technologies,
such as internet are bound to facilitate
trading between the two sides. These
countries are also endowed with young
population supposed to accelerate
integration process. The exchange
of market information is important
expediting cross border trading.

Once the politics of the region is
normalized and durable peace is
achieved across the region, and
countries put in place a common
trading policy regime. The immense
resources of the countries under
discussion will certainly become the
driving forces for regional economic
growth.

The vision of a fast growing region
where people are free from poverty
and insecurity. However, it should be
noted that a stable cross border trading
cannot be achieved by an individual
state, even by two or three. One of
the peculiar features of border trading
is that all adjoining state must work
collectively and sort out common
challenges happening in the course of
conducting commerce among them.
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REGIONAL TRADE AGREEMENT
AND ITS ECONOMIC BENEFITS,

Regional trade if exploited well has a
great potential in its contribution to
sustained growth, poverty reduction
and inclusive development. This can be
witnessed by the effective roles it plays
in several countries of Asia and Latin
America.

The contribution of regional trade and
expected results in Africa, however,
have been slow to come to the fore. Of
the many factors that account for this
situation are, the weakness of relevant
institutions, lack of commitment,
leadership, expertise, infrastructure
and the absence of robust private sector.

Its obvious that no sustainable
development could take place without
participation of developing countries
to international trade and without
appropriate growth of their economies.

The policy organs of AU have identified
12 flagship  projects to be given
priority in the execution Agenda 2063
with the Motto “Africa We Want”.
Among those projects, the Creation
of the Continental Free Trade Area
is currently a big deal within Africa,
in which AfCFTA is an ambitious
undertaking that aims to eventually
bring together 55 Africa countries with
a combination of a billion people to
create the world's second-largest free
trade area.

AfCFTA has a main objective of
creating an integrated market for the
trade in goods and services, as well
as the free movement of people and
capital.

AfCFTA

Following series of negotiations,
adoption, signature, ratification, entry
into force, efforts operationalization of
AfCFTA was in good shape by almost
all African countries until the period
of COVID-19 pandemic. Currently,
new implementation measures are now
progressing by many African countries.

In spite of degree of variation,
there is little doubt on the immense
contribution that AfCFTA will bring
to the economies of Africa including
Ethiopia. The research made by
ECA using CGE modelling shows
the economic impacts and trade
performance on Africa from AfCFTA.
In particular, the research result shows
a significant positive changes in Africa’s
GDP, Export and import performance
compared to the baseline in 2045 (i.e.
without AfCFTA implementation),
which is the most realistic scenario. The
research also witnessed the expected
increase in Ethiopias GDP, export,
and import in greater proportions
than Africa’s average by 2045. What’s
more in the study is more increase
seen in Ethiopia’s exports than import.
However, overall trade variations are
not so impressive as compared to
baseline (i.e. without AfCFTA)

Figurel: The change in Ethiopian GDP,

20.00%

10.00%

0.00% -

GDP  Export Import

Source: ECA, research work paper, 2021.

'https://documents].worldbank.org/curated/en/726971467989468997/
pdf/97607-REPLACEMENT-The-Role-of-Trade-in-Ending-Poverty.pdf
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Export and Import as compared to the
baseline to 2045.

Accordingto theabove figure, Ethiopian
GDP, export, and import will increase
by 0.8%, 5.1%, and 5.4% respectively in
2045. Besides, the agriculture, energy/
mining, industry, and services sectors
in Ethiopia will considerably benefit
from the AfCFTA in terms of exports
to and imports from the rest of Africa.

At present, Ethiopia’s trade with Africa
is largely based on major exports of
agrifood such as vegetables, fruit,
nuts and livestock and some imports
of processed food. With AfCFTA,
Agrifood is also expected to dominate
in Ethiopias trade with Africa, and
the share of industry will become
considerable as well.

According to World Bank Group and
the World Trade Organization' (2015),
a dramatic increase in developing
country participation in trade has
coincided with an equally sharp decline
in extreme poverty worldwide. Trade
has helped increase the number and
quality of jobs in developing countries,

stimulated economic growth, and
driven productivity increases.
Moreover, ECA unpublished report

(2021), based on the results of CGE
model using Ethiopia’s 2018 survey on
sample of 6,770 households and 29,503
individuals covering the entire country
shows significant reduction of poverty
with AfCFTA in place than with out it.



Now the African states have reached an agreement on
schedules of the tariff. Accordingly, about 90% of tarift line
should be progressively eliminated on non-sensitive goods.
To this end, Non-Least Developed Countries are expected
to liberalise tariffs of these goods over 5 years whereas Least
Developed Countries (LDCs) over 10 years. About 7% of
tariff lines for sensitive goods is to be liberalized by Non-
Least Developed Countries over 10 years and by LDCs over
13 years. The remaining 3% of tariff lines for sensitive goods
(which actually do not exceed 10% of total intra-Africa
imports) are excluded from liberalization.

AfCFTA in Action

In a nut shell, Ethiopia has great potentials in seizing
substantial benefit from the coming regional trade
agreement (i.e. AfCFTA), provided that it gives timely
emphasis to institution development (for implementation,
(for implementation, administration, facilitation, and
monitoring and evaluation), ensuring political stability, and
also create full awareness about the following protocols
within the public, private and other stakeholders. Those
protocols which are important and require immediate
action by the government are summarized in the following
table.

AfCFTA AGREEMET ARCHITECTURE WHICH ARE THE FUNDAMENTAL FOR THE NEGOTIATION

Protocol on dispute settlement
- Annex 1: working procedure of

Protocol on trade in goods
- Annex 1: Schedules of Tariff Concessions

the panel - Annex 2: Rules of Origin
- Annex 2: Expert Review Groups < - Annex 3: Customs Cooperation and
- Annex 3: Code of conduct for Mutual Administrative Assistance
. . - Annex 4: Trade Facilitation
Arbitrators and panelists S
P - Annex 5: Non-Tariff Barriers
Framework - Annex 6: Technical Barriers on Trade
Protocol on Intellectual Property (IP) agreement - Annex 7: Sanitary and Phytosanitary
Right < establishing the Measures
AfCETA - Annex 8: Transit 4
- Annex 9: Trade Remedies
Protocol on Competition Policy ¢
Protocol on trade in services
Protocol on Investment - Schedules of specific commitments
< —2 - MFN Exemption

!

Protocol on Digital Trade

*Based on the review of English and Ambharic version of the document
of agreement establishing the African continental free trade area

- Annex on air Transport
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AfCFTA: Zoom on Africa’s Exports & Imports

Change in Africa’s exports/imports by main destination/origin with AfCFTA
as compared to baseline (i.e. without AfCFTA) — % — 2045

35.0% 33.8% 33.9%
30.0%
25.0%
20.0%
150%
10.0%
5.1%
o N
00% eoTeveTToIe
5.0% -0.9% -1.3%
World Africa Outside Africa World Africa Outside Africa
Exports to Imports from

Source: ECA&CIREM-CEPII's colculotions based on MIRAGE-e

Relatively moderate increases in Africa global exports/imports hide disparities across
destination/origin;

Gains from AfCFTA mainly concentrated in intra-African trade;

AfCFTA to help somewhat reducing Africa's current trade dependence with RoW (today, about
85% of Africa's trade is with RoW).

iteiflelalll WWW.UNECA.Org

Change in Ethiopia’s exports/imports by main destination/origin with AfCFTA
as compared to baseline (i.e. without AfCFTA) — % — 2045

Change in Ethiopia’s trade with Africa, by main sectors, with AfCFTA
as compared to baseline (i.e. without AfCFTA) — % — 2045
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b 104%
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60%
GOk a8%
- 39% 38%
- -

3 £ ] g £ & g
% H 2 5 H - 5
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S k-
Exports to Africa Imports from Africa

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

> All sectors in Ethiopia will considerably benefit from the AfCFTA in terms of exports to/imports
from the rest of Africa;
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TRADE INFORMATION ON FREE TRADE AREA: Compiled By Seyoum Chane

AfCFTA Related

Economic and Distributional Effects (2020) Report :
https://openknowledge.worldbank.org/bitstream/
handle/10986/34139/9781 464815591.
pdfesequence=4erisAllowed=y

Ethiopia’s Participation in RTA
http://rtais.wto.org/Ul/PublicSearchByMemberResult.
aspx?MemberCode=231¢] ang=1¢e redirect=1

UNECA, Takeaways from the Expected Impact of AfCFTA's
Implementation (2021)
https://www.uneca.org/sites/default/files/
keymessageanddocuments/en_afc fta-infographics-11.pdf.

Internal and External Challenges facing the AfCFTA
Agreement, by Prof. Melaku Geboye Desta
https://www.afronomicslaw.org/2019/03/14/safeguarding-the-
africancontinental-free-trade-

About OAU Charter
https://au.int/sites/default/ files/treaties/7759-file-oau_
charter_1963.pdf

The Continental Online Tool/Mechanism for monitoring,
reporting and elimination of Non-tariff Barriers (NTBs):

https://afcfta.au.int/en/continental-online-toolmechanism-
monitoring-reporting-and-elimination-non-tariff-barriers-ntbs
https://tradebarriers.africa/

World Customs Organization
www.wcoomd.org
www.wcotradetools.org/en

On Empirical Assessments made on AfCFTA
https://www.uneca.org/publicacations/empirical-assessment-
african-continental-free-trade-area-modalities-goods for greater
details.

General Trade

Light Years IP. 2011. “Ethiopian Fine Coffee: Trademarking &
Licensing Initiative.”

http://www.lightyearsip.net/projects/ ethiopiancoffee/.

Import and export data — multiple years - Ethiopia
http://www.erca.gov.et/index.php/import-export-information

Agricultural survey - Ethiopia
http://www.csa.gov.et/

Case information:

https://publications. europa.eu/en/publication-detail/-/
publication/94795e84-08d6-4bf6-82b1-c9a9bfcfbecd/ language-
en.

ITU (International Telecommunications Union). 2017.
ICT Facts and Figures 2017 Geneva: ITU. Available at: https://www.
itu.int/en/ITU-D/ Statistics/Documents/facts/ICTFactsFigures2017.

pdf.

Employment
http://reports.weforum.org/ future-of-jobs-2016/future-workforce-
strategy/.

Trade and Market Access to Specific Products
FAO Statistical database
http://www.fao.org/statistics/en/

International trade center — trade database — import and export data
http://www.trademap.org/Index.aspx

Import and export data — multiple years - Ethiopia
http://www.erca.gov.et/index.php/import-export-information

Agricultural survey - Ethiopia
http://www.csa.gov.et/

International Trade Statistics
http://www.trademap.org-needs registration

The European Union Vegetable Oil and Protein meal Industry
http://www.fediol.eu/

The Food and Agriculture Organization of the United Nations
http://faostat3.fao.org/home/E

CBI market information: Promising EU export markets. EU
Expanding Exports Helpdesk

http://exporthelp.europa.eu - go to ‘trade statistics’. Eurostat - http://
epp.eurostat.ec.europa.eu/newxtweb - statistical database of the EU.

Organizations
Ministry of Finance and Economic Development

http://www.mofed.gov.et/English/Pages/Home.aspx

United Nations Economic Commission for Africa
www.uneca.org

European Commission
http://trade.ec.europa.eu/doclib/ docs/2014/october/tradoc_152818.

pdf.

International Trade Statistics
http://www.trademap.org-needs registration

United States Department of Agriculture
http://www.usda.gov/wps/portal/usda/usdahome

The Food and Agriculture Organization of the United Nations

http://faostat3.fao.org/home/E
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