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THE IMPACT OF AFCFTA ON THE
EUROPEAN’S TRADE RELATIONS
WITH AFRICA

The Impact of AfCFTA on the European’s Trade Relations with Africa

The African Continental Free Trade Area (AfCFTA) is a landmark initiative to foster African
economic integration. The AfCFTA's main goal is to create the world’s largest free trade area
by the number of participating countries.

AfCFTA holds significant implications not just for Africa, but also for the global economies,
including Europe. As Europe continues to be one of Africa’s major trading partners, the
creation of AfCFTA presents opportunities and challenges for European economies.

The key areas in which the European trade relations will be impacted by the AfCFTA has been
summarized below:
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1. ShiftinTrade dynamics
Historically, Europe has been a primary destination for African exports, particularly
raw materials and agricultural products. The European Union (EU) benefits from trade
agreements like the Economic Partnership Agreements (EPAs) that grants African
countries preferential access to the European markets. However, with the advent of
AfCFTA, there is a strong drive for African countries to enhance intra-African trade,
potentially reducing their dependency on the European market.

As African countries begin to trade more with one another, European companies may
face increased competition with African markets, especially in sectors where Africa
seeks to build self-sufficiency, such as manufacturing, textile, and agriculture. The
shift in trade dynamics might lead to European businesses losing market share in
Africa, especially in industries where local production is expanded under the trade
agreement.

2. Investment Opportunities and Risk
The establishment of AfCFTA is expected to improve economic growth across Africa
by reducing tariffs and non-tariff barriers, thus making the continent a more
attractive destination for foreign investment. European companies, particularly
those in infrastructure, technology, and services may find new investment
opportunities as African countries invest in projects toimprove connectivity and trade
facilitation.

However, the integration of African economies also presents certain investment risks.
As African countries harmonize their regulations and policies under AfCFTA,
European investors may face a new regulatory environment that requires
adjustment. Also, growth in the African economies might attract more global players,
intensifying competition for investment opportunities.

3. Changes in Supply Chain Strategies
AfCFTA could significantly alter global supply chains by improving regional value
chain development within Africa. This could mean opportunities and challenges for
European manufacturers that rely on African raw materials. Also, the creation of a
single market in Africa could lead to a cost-effective sourcing option. However, if
African supplies prioritize intra-African trade over European exports, European
companies may face increased costs and supply shortages.

4. Geopolitical and Strategic consideration
A more integrated and economically powerful Africa could lead to a shift in global
power dynamics. African countries may become more assertive in trade negotiations
and seek negotiations that align with their interest under the AfCFTA.

For the EU, maintaining a strong relationship with Africa will be crucial. This may
involve rethinking existing trade agreements and enhancing diplomatic and
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economic ties with African nations. The EU might also need to support capacity-
building initiatives in Africa, helping African economies to fully realize the potential
of AfCFTA while ensuring that European businesses can still effectively operate within
the new trade framework.

5. Long-Term Economic Implications
The success of AfCFTA could lead to Africa emerging as a major economic bloc, which
would have significant implications for the global economy, including Europe. As
Africa's economy grows and integrates, it is likely to result in a more prosperous
continent with a larger consumer base. A more prosperous Africa could lead to
increased demand for European goods and services driven by improved purchasing
power and expanded trade relations.

However, this also depends on Africa’s ability to address challenges such as
infrastructure deficits, political instability, and regulatory hurdles, which could
impede the full realization of AfCFTA's potential. European businesses and
policymakers will need to remain agile and responsive to these developments to
capitalize on the opportunities that arise while mitigating potential risks.

Conclusion

The AfCFTA is set to reshape not only Africa’s economic landscape but also its relationship
with global partners. While the agreement presents substantial opportunities for European
investment and trade. It also brings challenges that require careful navigation. Europe can
strengthen its ties with the continent by strategically engaging with AfCFTA and supporting
Africa’s economic growth thereby ensuring mutual growth and prosperity in years to come.
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Dangote, Flour Mills, Tolaram make first AfCFTA exports

Dangote Group, Flour Mills of Nigeria (FMN) and Tolaram are among nine companies that
made first exports under the African Continental Free Trade Area (AfCFTA).

READ MORE

FG increases passport fees for Nigerians in Nigeria, effective September 1,
2024

The Federal Government has officially announced an upward review of passport fees for
Nigerians residing within the country, effective from September 1st, 2024.

READ MORE
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Tinubu swears in Kekere-Ekun as Nigeria’s Acting Chief Justice

President Bola Tinubu has sworn in Justice Kudirat Kekere-Ekun as the 23rd and second
female Chief Justice of Nigeria (CIN).

READ MORE

China-Africa summit nears as Beijing seeks to bolster relations with Africa

Chinese Vice Foreign Minister Chen Xiaodong said on Friday that now is "the right time" to
deepen cooperation between China and Africa, ahead of an upcoming China-Africa summit
in Beijing next month.

READ MORE
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