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THE AFCFTA IMPACT ON AFRICA’S
EXTRACTIVE INDUSTRIES

The AfCFTA Impact on Africa's Extractive Industries

The African Continental Free Trade Area (AfCFTA) represents a groundbreaking opportunity
to reshape Africa's economic landscape, especially within the extractive industries like
mining, oil, gas, and other mineral resources. These sectors are critical to the GDP, foreign
exchange earnings, and employment across many African nations. However, extractive
industries often face challenges ranging from limited value addition to infrastructure
constraints-issues that AfCFTA could help alleviate.
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1. Development of Regional Value Chains

Historically, African countries have primarily exported raw materials with minimal local
processing. The AfCFTA could provide the much-needed boost for regional value chains in
areas like oil refining, mineral beneficiation, and energy production, driven by a more
cohesive continental market. By incentivizing the processing and refining of raw materials
within Africa, the AfCFTA can accelerate industrialization, increase job creation, and foster
economic resilience across the continent.

2. Reduction of Trade Barriers and Expansion of Export Markets

One of AfCFTA's core objectives is to reduce tariff and non-tariff barriers, which would
simplify cross-border trade for both raw materials and manufactured goods. This reduction
in barriers will enable African countries to trade more freely with one another, opening up
markets for extractive resources beyond traditional international buyers.

Forinstance, Nigeria’s vast oil and natural gas reserves could see new opportunities in refined
petroleum exports to neighboring countries. This intra-African trade shift could reduce
dependency on overseas buyers and help cut transportation costs, making trade more
profitable and accessible for African nations.

3. Investment in Infrastructure to Attract Industry

Infrastructure is fundamental to the success of extractive industries, especially in areas like
transport networks, energy supply, and logistics. The AfCFTA encourages investment in
regional infrastructure to support trade facilitation. Enhanced roads, railways, ports, and
energy networks will directly benefit the extractive sector by improving market access and
reducing operational expenses.

A strong example is the potential for improved infrastructure in East Africa. AfCFTA-driven
projects could enable minerals such as Tanzanite from Tanzania or rare earth elements from
Burundi to move across borders more efficiently, ensuring faster access to both local and
global markets.

4. Diversifying Economies and Reducing Dependency on Raw Exports

AfCFTA offers African economies the chance to diversify and reduce reliance on raw material
exports. By promoting intra-African trade, AfCFTA stimulates other sectors such as
manufacturing and services, which are critical for long-term economic sustainability. This
diversification could help mitigate the economic vulnerability of nations heavily dependent
on the extractive sector.

As an example, Angola a significant oil exporter, could leverage AfCFTA to support industrial
diversification by refining minerals like diamonds, investing in agriculture, and bolstering
manufacturing industries, which would be well-suited for intra-African trade.

5. Strengthening Environmental and Social Governance in Extractive Industries

AfCFTA's commitment to sustainable development encourages African nations to enhance
Environmental and Social Governance (ESG) standards in their extractive industries. Through
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such policies, African countries can promote more sustainable practices, improve labor
standards, and prioritize environmental protection to mitigate the adverse impacts of mining
and oil extraction.

Participating AfCFTA nations could implement policies that foster responsible mining in gold
and diamond production, reducing environmental degradation and simultaneously
improving working conditions for employees in these industries.

6. Managing Resource Nationalism and Resolving Trade Disputes

AfCFTA provides a framework that can help manage challenges related to resource
nationalism and potential trade disputes. Many African countries have implemented policies
to strengthen their control over natural resources, often leading to conflicts with foreign
investors. AfCFTA's dispute resolution mechanisms can help mediate conflicts around mining
concessions or even nationalization initiatives, ensuring a more stable investment climate in
the extractive sectors.

This trade regime can serve as an intermediary between international companies and African
governments, promoting a balanced approach to resource management and fostering
greater investor confidence.

7. Facilitating Technology Transfer and Innovation

AfCFTA could play a significant role in accelerating technology transfer and innovation within
Africa's extractive industries. The agreement encourages cooperation in technology and
research, which could yield advanced mining techniques, better resource management, and
cleaner energy solutions.
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For example, AfCFTA could facilitate partnerships among African countries to develop
efficient, eco-friendly technologies for extracting critical minerals such as lithium and
cobalt—key materials in the global transition toward renewable energy. This collaboration
could position Africa as a major player in the renewable energy supply chain.

Conclusion

The AfCFTA bears promise for transforming extractive industries in Africa by fostering a
more integrated and competitive market both for raw materials and processed goods,
adding value to production, and encouraging sustainable practices. We see huge value gains,
efficiency, and regional cooperation by lowering trading barriers, attracting investment in
infrastructure by the extractive sectors, and promoting intra-African trade. However, careful
attention to environmental and social impacts will be critical if these industries are to make
potentially transformational contributions to long-term and inclusive growth for African
economies.
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Forex crisis stalls Nigeria’s participation in $3.4tn AFCFTA — Exporters

Four months after Nigeria flagged off its participation in the African Continental Free Trade
Area under the Guided Trade Initiative...

READ MORE

NCS, AfCFTA committee parley to boost intra-African trade

The Nigeria Customs Service (NCS), in collaboration with the African Continental Free Trade
Area (AfCFTA) Coordination Committee, has held a one-day workshop at the weekend to
enhance trade facilitation across the African continent.
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Nigeria officially joins BRICS as partner country

BRICS has officially expanded its alliance, adding 13 new nations as partner countries, though
not as full members.

READ MORE
Mastercard Foundation Scholars Program opens doors for African students
in UK

The Mastercard Foundation Scholars Program at the University of Oxford, in collaboration
with the Africa Oxford Initiative (AfOx), offers a fully funded Master’s degree opportunity for
African students.
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