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Abstract. In recent years, South-South trade agreements have emerged as a sub-
stitute for traditional North-South trade relations, aiming to reduce dependency
and deepen regional integration. Regional trade agreements like the African Con-
tinental Free Trade Area (AfCFTA) are often designed with the promise of boost-
ing intra-regional trade and economic prosperity. However, the extent to which
these agreements contribute to inclusive and equitable growth remains subject to
ongoing debate. Contributing to the broader discussion on Africa’s trade strate-
gies as they relate to broader development goals, this paper explores the potential
of the African Continental Free Trade Agreement for promoting inclusive growth
in Africa. The study follows a three-step approach. First, a content analysis of the
AfCFTA agreement to evaluate its objectives and implementation mechanisms.
Second, an aggregate continent level analysis of trade and investment perfor-
mance. Finally, comparative case studies examining trade dynamics, investment
patterns and sectoral structures across different economies post-AfCFTA. The
AfCFTA’s ambitions to achieve shared growth through enhanced industrializa-
tion and intra-African economic integration has yet to materialize. Aggregate and
country-level data reveal promising perspectives in terms of intra-African trade.
However, these are offset by a persistent dominance of services (over 50% of
GDP), low levels of industrialization, and a dependency on extra-continental
FDI. This early-stage assessment indicates a clear gap between policy objectives
and implementation, providing policy-makers with valuable insights for policy
adjustment to better achieve the goals of the AfCFTA.

Keywords: South-South trade, Inclusive growth, Regional integration,
AfCFTA, Africa.

1 Introduction

The recognition of regional integration as a driver of economic growth has been rallying
wide support in recent years. Generally, economies with deeper and tighter regional ties
tend to experience greater economic gains, driven by economies of scale, market ex-
pansion, and knowledge transfer. This is particularly true for Africa, where regional
trade integration is the most common form of economic cooperation. African countries
have historically struggled with structural challenges pertaining to export competitive-
ness, infrastructure deficits, dependence on primary sectors and political instability.

© The Author(s) 2025

A. O. Abdellah et al. (eds.), Proceedings of the International Conference on Multidisciplinary Research in
Management and Economics (ICMRME 2025), Advances in Economics, Business and Management Research
356,

https://doi.org/10.2991/978-94-6463-892-9_42


mailto:wiame.elamri.57@edu.uiz.ac.ma
https://doi.org/10.2991/978-94-6463-892-9_42
http://crossmark.crossref.org/dialog/?doi=10.2991/978-94-6463-892-9_42&domain=pdf

South-South Trade Agreements: A Lever for Shared Prosperity in ... 731

Additionally, the continent is characterized by vast disparities in development levels
and records some of the highest levels of inequality. As one of the largest free trade
areas, the AfCFTA has the potential to address these issues by strengthening regional
ties, reducing external dependency, and expediting industrialization. Ultimately, the
AfCFTA agreement is not only about increasing continental trade and investment
flows, but also about creating more resilient, self-sustaining and diverse economies that
can face-off external competition. However, realizing inclusive growth through re-
gional integration requires more than just trade liberalization. It demands significant
investments in infrastructure, institutional reforms, and full commitment from all mem-
ber states.

While existing literature focuses on individual RECs but overlooks AfCFTA's con-
tinental dynamics. This leaves policymakers without evidence-based guidance on the
early effects of AfCFTA. The objective of this paper is to explore the potential of South-
South agreements, namely the AfCFTA, as tools to promote inclusive growth in Africa.
We examine how such agreements can help reduce dependency on external markets,
foster industrialization, and improve competitiveness. Ultimately, we argue that the
success of these agreements depends on effective regional cooperation and the imple-
mentation of support policies.

The rest of this paper is organized into two main parts. The first part presents a lit-
erature review on the relationship between economic integration and economic growth,
with a particular focus on the case of the AfCFTA. The second part dives into the agree-
ment’s content, introduces the data collected and provides a detailed discussion of the
findings. Finally, we conclude with a brief summary of the study’s findings, policy
recommendations and limitations. Please note that the first paragraph of a section or
subsection is not indented. The first paragraphs that follows a table, figure, equation
etc. does not have an indent, either.

2 Economic integration and growth: Literature review

2.1 Trade and economic growth theories

The belief that trade is a catalyst for growth is rooted in classical trade theories.
Going from Smith's [1] theory of absolute advantage to Ricardo’s [2] comparative ad-
vantage, free trade was promoted as a means to increase national wealth and welfare.
The emergence of New Trade theory (NTT) further solidified this belief. NTT scholars
[3] highlighted economies of scale, market expansion, and knowledge spillovers as crit-
ical gains of international trade.

The trade-growth nexus is not exclusive to trade theories. Growth theories, though
they do not directly address trade, offer valuable insights in this regard. Solow’s clas-
sical model linked long-term growth to technological progress, often considered a pos-
itive externality of trade. Endogenous growth theories identified innovation, technology
and knowledge transfer, investment, and productivity gains as key channels through
which trade acts on growth [4][5][6][7][8]. Empirical studies [9][10][11] confirm that
open economies tend to grow faster than closed ones, largely due to exposure to inter-
national competition, which catalyzes industrialization.
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Beyond growth theories, structural change theorists credited growth to structural
transformation, particularly as an economy moves from low-productivity activities to
high-productivity [12][13]. This is especially relevant for Africa, as productivity and
industrialization remain limited [13].

2.2 Economic integration theory

While most theories and schools of thoughts recognize trade’s benefits for economic
growth, they often fail to place trade within a formal context . With respect to this,
perhaps the most fitting theory for our analysis is the economic integration theory, oth-
erwise referred to as the customs union theory. The theory of customs union was coined
by Viner in 1950 in his book titled “The customs union issue” [14]. In it, he introduced
the concepts of trade creation and trade diversion, emphasizing that the net welfare
effect of integration depends on the balance between the two. Later refinements
[15][16]17][18][19] challenged the simplistic assumption that trade diversion is inher-
ently welfare-reducing, showing how it could yield gains when tariff-induced price re-
ductions enhance consumer surplus or when labor is reallocated toward more produc-
tive uses. This shift in interpretation is particularly relevant for South-South agree-
ments, where members often import from high-cost suppliers due to structural con-
straints.

The literature also highlights the investment dimension of integration. Economically
integrated areas are generally favorable for investments [20]. This is because larger
regional markets can incentivize FDI inflows [21].[22] identified trade and FDI as
channels through which integration leads to inclusive growth through infrastructure im-
provements and reduced income disparities, an argument that directly supports the de-
velopment rationale of the AfCFTA.

Adding to the discussion on welfare gains, [23][24] state that market size and inte-
gration speed are critical factors for determining benefits. By projecting this logic onto
Africa as a solid bloc, the AfCFTA, and given the continent’s population size and
growth rates, is very well-positioned to generate substantial gains, notably by improv-
ing terms of trade. [25] finds that regional integration can foster convergence and in-
clusive growth, as seen in the EU. Beyond economic gains, economic integration
strengthens and improves the position of member countries in international negotia-
tions, particularly vis-a-vis stronger partners [20]. [18][19] linked welfare gains to the
similarity of demand preferences, income, and complementary production within a un-
ion. Given the economic disparities and structural differences in developing countries,
their integration is likely to face challenges in generating significant welfare gains. The
level of intra-regional trade also influences integration benefits [26][27]. Since trade
between developing countries has historically been low, integration is expected to yield
limited gains. On this matter, [28] argued that developing countries' integration should
focus on altering trade patterns for mutual benefit rather than limit trade with third par-
ties. However, this is conditioned by their ability to transform their economies and in-
dustrialize.
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2.3 South-South integration

Regarding South-South integration, [29] highlight its potential to break isolation and
tackle development challenges. Similarly, [20][30] argue that integration among devel-
oping countries can promote industrialization and substitute for protectionist policies.
However, several authors outline limitations including limited intra-industry trade due
to structural similarities [31], and unequal benefits, often favoring larger, better-situated
countries [32].

Converly, [33][34][35] emphasize that trade agreements with large, open, and tech-
nologically advanced economies, typically in North-South settings, can enhance
growth, reform implementation, and technology transfer for developing countries. This
view faces direct opposition from structuralist and dependency theorists [36][37][38]
who argue that North-South integration reinforces core-periphery inequalities and de-
teriorates terms of trade for the South. [39] similarly notes that African countries face
discriminatory protectionist practices from developed partners.

2.4  Economic integration in Africa

Studies on the impact of integration on growth in Africa yield inconclusive results.
[40][41][42] found that regional organizations like COMESA and WAEMU had no
significant impact on growth. [43] argued that intra-African trade has been ineffective
in fostering growth due to trade diversion. [44] found that regional trade integration
promotes economic growth, favoring the more developed economies of the continent.
In the same vein, [45][46][47] reported that economic integration contributes signifi-
cantly to inclusive growth in Sub-Saharan Africa, ECOWAS, and COMESA, respec-
tively. Meanwhile, [48][49] found little effect on income convergence.

In regards to the AfCFTA, several scholars recognize it as a growth stimulant [50].
An extension of [51] findings on unilateral tariff dismantling to a continent level sug-
gests that the AfCFTA is likely to increase imports, stimulate industrial production,
benefit agriculture, and improve household welfare. Additionally, lowering trade bar-
riers can further stimulate growth across neighboring countries [50][27]. However,
growth under the AfCFTA regime is hindered by several constraints. These include but
are not limited to: slow output growth, fragmented regional trade agreements, low intra-
regional trade, limited level of industrialization, lack of skilled labor, high debt levels
that siphon resources away from investments, and political and social instability
[501[271[48].

To sum up, our discussion of both theoretical and empirical findings highlights the
potential and limitations of economic growth under South-South trade agreements. The
AfCFTA being the largest agreement associating developing countries from the global
south is of particular interest, yet, few works have addressed it. More importantly, ex-
isting research tends to focus on aggregate growth with little regard to country-specific
outcomes. This paper addresses this gap through a multi-layered approach that will be
detailed in the following section.
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3 Methodology

To assess whether the AfCFTA is reshaping African trade and investment patterns in
its initial phase, this study follows a three-step approach. First, a content analysis of the
AfCFTA agreement to evaluate its objectives and provisions. Second, a descriptive ex-
amination of aggregate key economic indicators across the continent. Since the
AfCFTA only officially came into effect in 2021 and its implementation is still under-
way in several countries, a before and after comparison cannot fully capture the agree-
ment’s impact. To account for these limitations, we resort to a short term analysis of
the recent evolution of intra-African trade and investment, drawing from data sources
like the World Bank, the UNCTAD, World Integrated Trade Solutions (WITS), and
other national institutions. Finally, comparative case studies examining trade dynamics,
investment patterns and sectoral structures between 2021 and 2023, across three repre-
sentative countries: Morocco, Kenya, and Zambia.

Table 1. Summary of indicators and sources.

Indicator Source

GDP growth World Bank Development Indicators

Trade balance WITS database

Trade partners WITS database

Trade volume Afreximbank

Tariffs WITS database

Sectoral composition World Bank Development Indicators

FDI volume (% GDP)  World Bank Development Indicators

FDI sources UNCTAD World Investment Report 2023/2024

Our choice of these countries is justified by the variety in their economic realities,
which provides a comprehensive view for our analysis. Morocco is considered a rela-
tively more advanced economy with a well-established industrial base and a diversified
economic structure, along with strong integration into both regional and global trade
networks. Kenya’s experience adds to our analysis by providing insights into the dis-
tributional effects of the AfCFTA’s gains across economies in East Africa, highlighting
the impact of infrastructure, regional integration, and domestic policies on economic
outcomes. These two economies contrast sharply with that of Zambia, a landlocked,
mining-dependent, sub-Saharan African country. Additionally, the choice of Kenya and
Zambia is motivated by their respective membership in different regional economic
communities: COMESA and SADC.
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4 The AfCFTA and economic growth

4.1 The AfCFTA agreement: protocols and objectives

Negotiations regarding the establishment of the African Continental Free Trade Area
date back to January 2012, expressing the desire to fast track the implementation of a
framework for boosting intra-African trade. However, it was not until 2019 that the
agreement’s operational instruments governing trade were launched, and trading under
the AfCFTA regime officially started on January 1st, 2021. The agreement comes as a
materialization of Africa’s development roadmap “Agenda 2063, through which the
signatory members aspire to establish a continental and secure market with the free
movement of persons, capital, goods and services.

In order to achieve its ultimate goal of deepening regional and continental integra-
tion, and strengthening Africa’s global trading position, the agreement set a number of
general objectives. These include: creating a single and liberalized market for goods
and services, facilitating the movement of capital and persons, promoting sustainable
and inclusive socio-economic development, structural transformation, enhancing eco-
nomic competitiveness, and promoting industrial development through diversification
and regional value chain development. In order to fulfill these objectives, the agreement
adopts six protocols: the protocol on trade in goods, the protocol on trade in services,
the protocol on investment, the protocol on rules and procedure on the settlement of
disputes, the protocol on intellectual property rights, and the protocol on competition
policy. For the purpose of this study, we will limit our analysis to two protocols: the
protocol on trade in goods and the protocol on investment.

The protocol on trade in goods

This protocol translates the ambition of member states to boost intra-African trade in
goods, through the progressive elimination of tariffs, targeting 90% tariff liberalization
over a 10 year period, and an additional 7% tariff liberalization for sensitive products.
Beyond tariffs, the protocol condemns non-tariff barriers such as quantitative re-
strictions, technical trade barriers, and sanitary and phytosanitary measures, given their
role in obstructing trade flows. Trade is further facilitated through the harmonization of
customs, transit, and administrative and regulatory procedures. These efforts are further
reinforced by cooperation in key sectors such as infrastructure and technology, which
are critical for economic diversification and industrial growth. In this regard, economic
transformation is further encouraged through the establishment of special economic
zones, aimed at accelerating industrialization and fostering a more robust production
base.

The protocol on investment

Also aligning with the broader goals of the AfCFTA agreement, this protocol seeks to
encourage intra-African investment and increase the share of African countries in
global foreign direct investment flows. To promote Africa as the preferred investment
destination for member states, state parties commit to creating an investment-friendly
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environment, adhering to principles of accountability, responsibility, transparency,
non-discrimination, and good governance. Additionally, to facilitate the movement of
capital, it is necessary to streamline and digitalize administrative procedures, particu-
larly regarding visas and permits. The importance of aftercare services is also empha-
sized, as they are crucial for retaining and sustaining investments within the continent.

4.2 Intra-African trade and investment in Africa under the AfCFTA

Intra-African trade

The positive growth, though decelerating in its rate, can be partly chalked down to the

increase in African trade, both intra-continental and with the rest of the world. HE
Wamkele Mene, the Secretary General of AfCFTA!' commended the progress the area
recorded up until 2023. Under the Guided Trade Initiative (GTI), the number of coun-
tries actively trading under the agreement has increased from 7 to 39, with a value of
$192.2 billion. This is also reflected in the evolution of the share of intra-African trade
in the continent’s global trade.

16 mEm (ntra-African Exports %
Intra-African Imports %

Percentage (%)

2022
Year

Fig. 1. Share of intra-African trade in African global trade. Source: Author’s elaboration based
on data from UNCTAD’s Database

Even with this impressive progress, intra-African trade still presents an immense un-
tapped potential, not only in terms of trade volumes but also in terms of structure. Trade
concentration index? shows that both exports and imports are concentrated in a small
number of goods, indicating a possible dependency on certain types of imports and/or
markets, and vulnerability to external shocks.

! From his presentation titled “Progress on the Implementation of the AfCFTA Agreement”
2 Concentration Index, retrieved from UNCTAD database, measures the degree to which a coun-
try’s trade is concentrated in a few products.
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Intra-African investment

According to the 2023 World Investment Report (WIR), intra-regional investments re-
main modest in terms of value, exhibiting very weak growth. Intra-regional Greenfield
projects® accounted for 15% of total projects in Africa in 2022, but only 2% of total
project values. This small share however, represents approximately three-quarters of
African multinational enterprises (MNEs) FDI value.

Despite efforts to encourage intra-African investment, Europe continues to be the
dominant investor in Africa, the United Kingdom, France, and the Netherlands being
the largest investors. This is of particular concern as it deepens dependence on external
sources of financing. Additionally, extra-continental FDI in Africa are heavily focused
on energy and extractive industries, thus solidifying the core-periphery structures as
argued by dependency theorists, and contributing to the persistent structural challenges
the continent faces in moving towards a more diversified industrial base. This is further
evident when we look at the sectoral composition of the African economy as a whole,
where the services sector has established itself as the main driver of growth, while the
industrial sector’s contribution to GDP remains unchanged.*

Furthermore, extra-continental FDI in Africa seems to be contributing to perpetuat-
ing regional inequalities. Regions like North Africa are the largest recipient of FDI
within the continent, benefiting from stronger economic sectors, regional trade agree-
ments and developed infrastructure. While other regions like West Africa continue to
struggle with structural challenges that limit their ability to attract and retain FDI. Nat-
urally, this reflects on growth rates, with certain regions performing better than others.

At

$
/ Z
<8 o

s North Africa "y
: 4.1%

Fig. 2. Regional growth rates in Africa in 2023. Source: Author’s elaboration based on data from
African economic outlook 2024 report.

3 A Greenfield investment (GI) is a type of foreign direct investment (FDI) where a firm con-
structs new facilities in a foreign country from scratch.
4 AFREXIMPBANK Trade and development indicators Database.
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The modest levels of intra-African trade and investment certainly limit the impact of
the AfCFTA on overall growth in Africa. While the agreement sets a favorable frame-
work for economic expansion, the continent isn’t well equipped to fully capitalize on it
[S0][27][48].

Table 2. Productive Capacities Index (PCI) in Africa, 2021-2022.

Year Category Productive Capacities Index
Overall index: Productive capacities index 31.85
Human capital 28.44
Natural capital 49.72
Energy 28.92

2021 Transport 23.52
Information and Communication Technology (ICT)  28.34
Institutions 39.26
Private sector 39.51
Structural Change 42.50
Overall index: Productive capacities index 31.90
Human capital 29.17
Natural capital 49.78

2022  Energy 29.06
Transport 23.37
Information and Communication Technology (ICT)  29.16
Institutions 38.88
Private sector 39.20
Structural Change 43.48

Africa’s productive capacities®” overall score is built mainly and unsurprisingly on nat-
ural capital. Human capital saw a slight improvement, though still low, likely due to
increased access to education and skill development programs. This is in line with our
theoretical findings, which consider skill and productivity issues as potential explana-
tions for the underperformance of inter-developing countries agreements. Africa’s poor
infrastructure offers a solid explanation for the low levels of intra-African trade and
regional integration. The low score in institutional quality, likely due to geopolitical
tensions and political unrest, could explain the low levels on investments into the con-
tinent as a whole, and the regional disparities in the distribution of inflows. Finally, the
structural change indicator suggests a gradual economic transformation towards higher
value-added activities. In the case of Africa, the shift favored services rather than high-
value added industrial activities.

5 The Productive Capacities Index (PCI) measures an economy’s ability to produce goods and
services efficiently and sustain long-term economic growth.
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4.3  Cross-country performance under the AfCFTA

An initial snapshot of trade balances of selected countries provides a baseline for as-
sessing their trade performance. The observed differences in trends and magnitude are
indicative of the differences in trade patterns and tariff policies.

5.0 =
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Fig. 3. Trade balances of Morocco, Kenya and Zambia (2021-2023). Source: Author’s elabora-
tion based on data from WITS Database.

Both Kenya and Morocco’s trade balances recorded a persistent trade deficit, whereas
Zambia maintained a trade surplus, which shrank substantially between 2021 and 2023.
This decline suggests a weakening trade position, possibly due to lower export revenues
or increased imports. The observed and persistent trade deficits suggest that these coun-
tries’ current trade strategies are not effective in driving growth. The import-heavy
structure suggests that industrialization has seen little improvements, thus constraining
export diversification and growth.

Intra-African trade
The top trading partners of each country reveal distinct trade orientations and level of
regional integration and trade orientations. Kenya and Zambia’s trade partners in 2021
and 2022 highlight strong connections with both African and non-African partners. For
Kenya, Uganda and Tanzania figure among the country’s top import partners, with no
African partners on the export side. For Zambia, the DRC and South African are among
it is the country’s top 5 trading partners, both in terms of imports and exports. In con-
trast, Morocco shows a flagrant absence of African trading partners, with a clear dom-
inance of Spain and France as the country's primary trade partners, both in terms of
exports and imports.

Zambia and Kenya demonstrate high and rising intra-African exports. Morocco’s
lower but increasing share reflects growing commitment to the AfCFTA’s provisions
as well as the country’s orientation towards South-South cooperation. On the import
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side, both Kenya and Morocco maintained consistent shares, whereas Zambia displays
higher integration into Africa’s import landscape.

Intra-African Exports as % of Total Exports Intra-African Imports as % of Total Imports

40

Percentage (%)
2

2

2021 2022 2023 2021 2022 2023
Year Year

Fig. 4. Intra-African trade as % of total trade (2021-2023). Source: Author’s elaboration based
on data from Afreximbank.

Kenya and Zambia’s stronger trade ties within Africa can be attributed to their being
members of several Regional Economic Communities (RECs), i.e. COMESA EAC,
and SADC. In comparison, Morocco’s trade agreements associating it with African
countries remain limited (e.g. the Agadir agreement). In addition, both Kenya and Zam-
bia apply relatively more favorable tariffs to their African homologues, as we will see
in the next section.

Tariff rates
A possible explanation for the varying levels of intra-African trade between the selected
countries is their tariff policies.

Table 3. Tariffs applied by Morocco, Kenya and Zambia on different partners (2021-2022).

Country applying tariffs Morocco Kenya Zambia African countries Non-African countries
France: 0.65%

Morocco 2021 - 3.19% 12.98%
Spain: 0.6%
. 0,
2021 007% - 0% %e Eestze,réaﬁ; 10.04%
Kenya Uganda: 0% TheN herland . 14.81%
€ INetherlands: . (]
202 007% - 24.3% The UsAs 7 510
China: 11.23%
2021 061% 0% - DRC: 0.72% Switzerland: 1.48%
Zambia Singapore: 5.34%
itzerland: 4399
2022 043% 0% - DRC: 0% Switzerland: 4.39%

Singapore: 5.04%

Kenya’s tariffs favor African imports, reflecting its engagement to strengthen its re-
gional and continental ties, in line with the objectives of the African Continental Free
Trade Area (AfCFTA). Sharing Kenya’s positive tariff policy is Zambia, further
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strengthening regional trade ties. In contrast, despite its commitment to the promotion
of regional trade integration, notably through the Memorandum of Understanding
which was signed with the African Export-Import Bank and the Atlantic initiative, Mo-
rocco's overall trade continues to be heavily influenced by its relationships with tradi-
tional partners, particularly Spain and France. Morocco’s tariff policy offers a viable
explanation for the relatively low volume of Morocco’s intra-African trade compared
to its European counterpart.

In summary, the analysis highlights the importance of economic integration schemes
and tariff reduction in encouraging trade between African nations [27][50][51][52].
Additionally, Zambia being the only country in our selection to record a trade surplus
along with it having the highest level of intra-African trade could possibly signify that
regional integration is beneficial for growth. Data on GDP growth supports this con-
clusion, as Zambia recorded a GDP growth of 24.81% between 2021 and 2023.¢

Sectoral performance

One of the objectives of the AfCFTA is the promotion of industrialization across mem-
ber countries. Sectoral data suggests limited progress in this regard. All three countries
share a similar pattern of structural transformation, with services contributing to over
50% of GDP over the period 2021-2023. On the other hand, industrial contribution to
GDP has dropped in all three countries, most dramatic in Zambia (6.72%). This points
to a potential deindustrialization trend rather than the intended industrial expansion.

Foreign Direct Investment

The sectoral distribution of FDI across the selected countries exhibits distinct trends. In
Kenya, there is a clear services-sectors bias, with the bulk of investments focused in
sectors like information and communication, wholesale and retail. While this aligns
with the country’s broader sectoral shifts, it also raises concerns about the limited role
of FDI in driving industrial growth. Zambia’s FDI remains heavily concentrated in the
mining sector, which is detrimental for the country’s ability to diversify its economy.
Adversely, in Morocco, industry was the top recipient of FDI inflows in 2023, followed
by real estate, tourism, and communication.

¢ From the World Bank Development Indicators Database.
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Fig. 5. Sectoral distribution of FDI in Morocco and Kenya. Source: Author’s elaboration based
on data from The National Bank of Kenya’s Foreign Investment Survey, UNCTAD World In-
vestment Report 2024.

The sectoral allocation of FDI is dependent on their sources. More advanced economies
tend to concentrate their investments in developing countries in low-value sectors, such
as extractive industries or outsourcing activities, thus reinforcing existing sectoral pat-
terns rather than encouraging economic diversification and resilience.

Morocco Zambia
Kenya
: : United Kingdom United Kingdom

Umte.d.Klngdom United Arab Emirates United States
Mauritius :

; Spain Canada
South Africa g
France France Australia

Germany China

Fig. 6. Top FDI sources by country (2023 and 2024). Source: Author’s elaboration based on data
from UNCTAD World Investment Reports 2023-2024.

Kenya is the only country among our selection to have ties to African countries in terms
of FDI. This reflects a reliance on non-African investors, which contrasts the AfCFTA’s
objectives of deepening intra-African investment. With the low percentages of FDI di-
rected toward manufacturing (14.8% in Kenya and 12% in Morocco), the potential of
the AfCFTA for industrial expansion remains underutilized. Aligning FDI patterns with
AfCFTA’s objectives could reduce dependency and support industrial growth.
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In this regard, Morocco has been taking active steps to further its integration into the
African investment scene through various initiatives, the most notable of which is Mo-
rocco’s Atlantic Initiative. Other projects aimed at developing mutually beneficial eco-
nomic partnerships include the Atlantic African Gas Pipeline Project with Nigeria, and
the solar green energy with the G5 Sahel countries. Moreover, Morocco is the second
largest African investor in Sub-Saharan Africa and the largest African investor in West
Africa, with national enterprises present in 30 African countries. A significant portion
of Moroccan FDI is focused within sectors like banking (31%), telecommunications
(21%), industry (12%), real estate (11%), holdings (10%), other services (9%), trade
(5%), and insurance (1%). ’

In summary, the short-term analysis of the economic performance of these African
countries shows that the AfCFTA’s has yet to yield significant results. Africa’s eco-
nomic transformation remains fragmented, and benefits concentrated in a few countries,
and a few sectors. On top of that, both intra-regional trade and FDI, the main mecha-
nisms of economic integration, are at a generally unsatisfactory level, thus limiting the
AfCFTA’s potential for inclusive growth. This highlights the need for more engage-
ment from the signatory parties, as well as complementary policies to realize the agree-
ment’s full potential and achieve broad-based prosperity.

5 Conclusion

The theoretical debate on trade and economic growth has evolved from classical doc-
trines to modern perspectives on economic integration and structural transformation.
While some theories establish a direct link, others identify transmission channels, but
the recognition of trade’s positive impact on economic growth remains the dominant
theme across schools of thoughts. The economic integration theory in particular high-
lights investment dynamics, welfare effects, and the role of regional agreements in fos-
tering industrialization and structural change. The AfCFTA, the largest economic inte-
gration scheme to date, holds significant potential for industrialization and economic
convergence across member states. However, Africa’s recent growth under the
AfCFTA is neither stable nor uniform. It fluctuates under the weight of external shocks
and domestic structural weaknesses, with certain regions doing better than others.
While intra-African trade is increasing, certain countries are more engaged than others
as shown by the case studies. Similarly, intra-African investment is still in its infant
phase, and relatively more developed African nations are siphoning the majority of the
continent’s investments. Africa is still predominantly dependent on foreign capital,
which is often concentrated in low value-added activities that exacerbate the continent’s
vulnerability and hinders its structural transformation. This is evident through the weak
levels of industrialization, which threaten the long-term growth and resilience of Af-
rica’s economy. Finally, the observed growth is not widely shared, as the continent
remains fragmented into economic tiers. In simpler terms, while Africa has been mak-
ing substantial progress under the AfCFTA, it remains structurally unprepared to fully

7 From the official website of the Embassy of the Kingdom of Morocco in the USA.
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exploit its benefits. Trade and FDI are still externally dependent, and inequality remains
high. Without major structural changes, the benefits of AfCFTA will remain limited
and unevenly distributed.

Inclusive growth in the context of the AfCFTA is ultimately contingent on how well
African economies can leverage integration to transform their production structures,
increase intra-continental trade, and reduce external dependencies (Hammouda et al.,
2007). African countries should demonstrate stronger commitment to intra-continental
trade by adjusting their tariff policies to grant preferential treatment to their African
partners. Governments also need to promote high-value investment through targeted
incentives and regulatory support, along with financial markets integration to facilitate
the movement of capital across the continent. In parallel, complementary policies
should be implemented, with a focus on joint industrial and human capital development
and establishment of infrastructural links. It should also be accompanied by adequate
policies to protect vulnerable sectors in the poorest countries.

Overall, this study yielded some interesting insights. These perhaps could have been
more accurate had it not been for certain limitations. Data constraints, inconsistencies
across empirical studies, and the lack of continent-wide up to date data limit the preci-
sion of our conclusions. Moreover, the novelty of the AfCFTA makes it uninteresting
to conduct a before and after analysis, which would’ve made for a better assessment of
the agreement’s impact. For future research, we recommend sector-specific analyses
using more advanced econometric methods would help uncover differential effects
across industries. Comparing the AfCFTA’s performance to other South-South agree-
ments would offer further context, particularly in assessing the effectiveness of African
countries’ trade policies in relation to similar economies.
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