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1. Introduction

The push toward Africa’'s economic, social and political integration has been increas-
ing over the past century, with trade at the heart of the dialogue. New policies are
continuously being put in place to drive economic broad-based growth and increase
Gross World Product reflecting domestic market demand.

as the product of a global North-South ideological battle. As historically described

by philosophers and currently by political scientists, the idea of development has
continuously been tied to economic and social progress through the process of liberaliza-
tion and democratization (Inglehart and Welzel, 2009). More recently, however, this ideolog-
ical trend has received push back through the unprecedented rise of the emerging Southern
countries and their increasingly significant global influence.

M any scholars undertake the difficult task of examining the notion of development

Brazil and India, for instance, are involved in various South-South Cooperation development
interventions in areas such as health, agriculture, education and manufacturing (Amanor
and Chicava, 2016; Cheru, 2016). Their efforts to promote South-South Cooperation are
reflected in the establishment of the India, Brazil and South Africa (IBSA) Facility for Poverty
and Hunger Alleviation, committing to effective contributions to deliver on the 2030 Agenda
for Sustainable Development (UNOSSC, 2018). The IBSA Fund finances projects tied to var-
ious Sustainable Development Goals and brings in partners from the North to encourage
capacity building in the region. Similarly, China's involvement in promoting South-South
Cooperation has provided a trail for African states to follow and a strategic pattern to repli-
cate (Zhenqiu, 2017).

The promotion and expansion of South-South Cooperation, especially South-South trade
and investments appears crucial for African countries in their attempt to meet pressing
developmental needs and the attainment of the Sustainable Development Goals (SDGs).
As current patterns have shown, intra-African trade has been a point of weakness for much
of the continent and requires effort from the region to develop in accordance with the global
economy. The greatest difficulty in tackling stagnant regional development in Africa is creat-
ing cohesive integration by decreasing barriers and promoting competitive markets that can
compete on a global level. At the same time, countries must balance the level of trade liber-
alization with a focus on domestic economic challenges and competing interests.

Traditional cooperation models have not produced the expected results in Africa due to

trade imbalances, as Africa largely exports commodities and imports manufactured goods.
To ameliorate this situation, it is imperative to promote more South-South cooperation joint
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ventures in Africa that exploit complementary trade.
Emerging economies have the will and power to influ-
ence shifts in trade and investment focused on other
regions of the global South.

An opportunity exists currently for countries to
strengthen economic relations with other coun-
tries around the world that share similar political
and economic environments and, therefore, share
in regional concerns related to structural trade barri-
ers. South-South Cooperation provides a model to
fuel the expansion of economic and political progress
and to shift regions, such as Africa, into a new era of
development.

As highlighted by Abegunrin (2019), “regional integra-
tion has beenidolized as the key to promoting regional
growth and development through the adoption and
implementation of policies that will yield mutual ben-
efits for all parties involved.” The African continent has
seen a proliferation of regional mechanisms and has
been at the core of regional integration experiments
since the 1950s. For example, the Central African
Federation was established in 1953 followed by the
East African Community in 1967, which collapsed
ten years later but was revived in 2000. Other eco-
nomic integration projects formed in Africa are the
Southern African Development Community (SADC),
the Common Market for Eastern and Southern Africa
(COMESA) and the Economic Community of West
African States (ECOWAS). The Organisation pour
I'Harmonisation en Afrique du Droit des Affaires
(Organization for the Harmonization of Corporate
Law in Africa), which integrates business law among
17 African countries, also represents a lasting effort of
regional integration.

Nonetheless, as of 2017, figures show that Africa
makes up 16 percent of world exports and 13 per-
cent of world imports. Intra-regional trade in Africa,
while fairly active — with 55 percent of COMESA
exports being intra-COMESA exports, 54 percent of
the East African Community's intra-Africa exports
being regional exports and 87 percent of exports from
SADC countries being intra-SADC exports, remains
incredibly low. In recent years, intra-regional trade

in Africa has not seen significant change: intra-Afri-
can trade (the average of intra-African exports and
imports) stagnated around 2 percent between 2015
and 2017 and intra-Africa exports only increased 8
percent between 2017 and 2018. Comparative figures
for intra-regional trade for America, Asia, Europe and
Oceania over the same period of time were, respec-
tively, 47 percent, 61 percent, 67 percent and 7 per-
cent (Economic Development in Africa Report, 2019).
Meanwhile, intra-African exports were 16.6 percent of
total exports in 2017, compared with 68.1 percent in
Europe and 59.4 percent in Asia. While intra-regional
economic communities are important institutions for
facilitating increased trade between member coun-
tries, African countries still require greater platforms
for facilitating trade beyond regional divides (Tralac,
2019).

The African Union gave a boost to trade integration
in Africa in 2018 by creating the African Continental
Free Trade Area (AfCFTA), which entered into force
on 30 May 2019. This agreement is integrated into the
broader African Union Vision 2063 that supports the
creation of an integrated system of free movement
of people, goods, capital and services and infrastruc-
ture connections (Abegunrin, 2019). As the largest
free trade agreement in history (based on the num-
ber of member countries)? with 54 member states
and a market size of US$3 trillion, expectations are
high for AfCFTA (Akeyewale, 2018). With average tar-
iffs of 6.1 percent between African states, businesses
face higher tariffs conducting intra-African trade than
when exporting to other markets. According to the
United Nations Economic Commission for Africa,
the elimination of these obstacles and other integra-
tion mechanisms have the potential to boost trade
between African countries by 52.3 percent (Luke,
2019; Tralac, 2019) and increase African exports by
four percent, or $25.3 billion. Trade in industrial goods
is also predicted to increase by 53 percent between
2010 and 2022 (AU, 2018). AfCFTA aims to reduce
tariffs on 90 percent of products and establish a lib-
eralized market for services between African Union
Member States (Tralac, 2019).

While intra-African trade grew from $16 billion in 2000

1 China already does this in the fishing sector with a few African countries, namely Mauritania and Senegal. In Senegal, the
China National Fisheries Corporation bought two local Senegalese companies, one of which is Senegal Peche, which has
operated a fish processing plant for export since 2008 (Colom-Jaen, 2012). An Indian company signed a joint venture con-
tract with Nouvelle Textille du Senegal to export to the United States.

2 AsofNovember 2020, 29 African countries had submitted instruments of ratification to AFCFTA, www.tralac.org/resources/

infographic/13795-status-of-afcfta-ratification.html.
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to an estimated $40 billion in 2016, the enactment
of AfCFTA will boost this trend that still represents
a minimal portion of the $220 billion in trade that
Africa exchanged with Northern countries in 2016
(MacLeod, 2019). South-South Cooperation can con-
tribute to the achievement of this objective if it can
succeed in the two areas described below.

1. Improve the Productive Base of African
Countries. African economies for the most part
are not diversified and are essentially based
on primary specialization. The potential for
industrial processing of commodities is largely
under-exploited. Thus, through technology
transfer, South-South Cooperation offers oppor-
tunities for African countries to develop regional
value chains.

2. Control Commercial Costs. Non-tariff barri-
ers related to infrastructure (tangible and intan-
gible) in areas such as transport, energy, trade
and logistics are more important than tariffs in
intra-African trade. For example, a recent study
done on Senegalese manufacturing companies
showed that the quality of infrastructure, elec-
tricity costs, finance and storage costs at port
level were the main factors that reduced the
probability of manufacturing companies export-
ing. South-South Cooperation should be ori-
ented toward reducing such trade-related costs
that inhibit the competitiveness of companies.

South-South Cooperation has an important role to
play and can be utilized to provide African countries
with opportunities to influence and direct economic
growth and development in the region. Through
implementation of policies that encourage trade and
investment among economies of the global South
and by adopting innovative methods of develop-
ment, doors can be opened to the continent’s coun-
tries and cities. It appears likely that the recently
ratified AfCFTA will be instrumental in bolstering

South-South Cooperation for trade and investment in
African countries.

The purpose of this paper is to analyze South-South
Cooperation (SSC) in the context of South-South trade
and investment in Africa following the implemen-
tation of AfCFTA. The paper draws from two signifi-
cant discussions: 1) the African Union Commission's
11t African Private Sector Forum in November 2019,
themed “Transforming African economies through
private sector mobilization and capitalization of expe-
riences from other regions of the world;" and 2) a
workshop on “The role of South-South Cooperation
in promoting and deepening trade and investment
in Africa: Promoting conducive policy and legal envi-
ronments in Africa” organized by the United Nations
Office for South-South Cooperation (UNOSSC), also
held in November 2019. This paper is the third in a
series of South-South Global Thinkers Scoping Paper
launched by UNOSSC.

The paper breaks down various concepts related to
AFCFTA and examines how promoting South-South
Cooperation can accelerate the successful imple-
mentation of that trade deal. First, the role of SSC
in regional trade and technological advancement
in Africa will be demonstrated to point out previous
gains and losses and point to potential avenues for
development.

The paper discusses the important role of the private
sector and the use of effective public-private part-
nerships (PPPs) to further promote SSC and invest-
ment on the African continent. The paper’s section on
AFCFTA and infrastructure speaks to the importance
of building financial and structural infrastructure that
can expand regional trade beyond national capaci-
ties. Potential challenges of the AfCFTA dispute set-
tlement agreement that may fuel regional inequality
in trade and development are also outlined.

South-South Global Thinkers Scoping Paper
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The Role of South-South
Cooperation in Promoting
Trade and Investment in Africa:
Topics of Consideration

2.1 Economic Diversification to Bolster Regional Trade in Africa

Successful examples of South-South trade today are largely concentrated in Asia.
This is the case not just because of China's economic vitality, but also because of the
regional value chains China put in place with neighbouring countries. The Chinese/
Asian model should be studied and perhaps replicated. However, a major factor in
promoting regional trade has to do with trade complementarity, which is high in
parts of Asia but low in other regions of the developing world.

Hence, if African countries produce (and have comparative advantages in) the same
goods, it will be difficult to promote trade between themselves and they will benefit
less from intra-African trade. Thus, it becomes crucial to advance economic diversi-
fication in Africa to bolster regional trade that promotes growth and development.
This is not meant to suggest that AfCFTA is unimportant or bound to fail. On the
contrary, based on the experience of other trading blocs in the global South, such as
the South American trading bloc Mercosur,® AfCFTA is likely to prompt a significant
increase in trade in the short-term. This is triggered by the effect of trade facilitation,
which reduces the costs of imports and exports and thereby makes them more prof-
itable. However, the introduction of a process of economic integration, like AfCFTA,
does not, per se, entail any economic structural transformation. The challenge is
to make growth in intra-Africa trade sustainable in the medium- and long-term.
Mercosur shows that not only does trade volume matter, but also its composition.
Notably, Mercosur members constitute Brazil's main markets for manufactured and
technology-intensive goods.

2.2 General Trade Agreements versus Preferential Trade Agreements

Although AfCFTA is perceived as a comprehensive new deal that holds great oppor-
tunities for the path to trade liberalization for African countries, the agreement also
has the potential to foster adverse implications. There is a continuous need to pro-
mote South-South Cooperation to prevent the slow return of countries to patterns
of trading with familiar markets. Christopher Magee (2008) concluded that although
regional trade deals may promote trade and sustainable market growth, the net effect

3 Mercosur is a South American trade bloc established in 1991 through the Asuncién Treaty and cel-
ebrated in 1994 through the Ouro Preto Protocol attributing to its legal institutional structure. The
comprehensive Southern Common Market was initially comprised of four founding members, Argen-
tina, Brazil, Paraguay and Uruguay, with the subsequent addition of Venezuela in 2012. Its official lan-
guages are Spanish and Portuguese (Mercosur, 2019).

South-South Cooperation and Investment in Africa: Implications of the African Continental Free Trade Area (AfCFTA)
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should be diligently steered by country-specific
economic structures. Countless scholarly articles
and books discuss the positive effects of trade
liberalization, especially in Southern countries,
but many fail to suggest specific paths countries
should take in these deals based on their distinct
economic and political characteristics.

For instance, Mansfield and Reinhardt note a
recent shift of country trade agreements from
multilateral ones to preferential ones. The authors
provide evidence of how countries gain a bargain-
ing leverage when trading as part of a Preferential
Trade Agreement rather than as part of the General
Agreement on Tariffs and Trade (GATT) of the
World Trade Organization (WTO). Regional agree-
ments, such as preferential trade agreements,
are strategically advantageous to states and can
create a way of internalizing the negative exter-
nalities of trade liberalization, increasing inter-
dependence and economic exchange. Although
the objective of a centralized multilateral system,
such as the WTO and AfCFTA, is to liberalize exist-
ing trade systems, the unforeseen consequence
can be a potential rise in preferential trade agree-
ments due to dispute settlement procedures. The
greater number of countries involved, the more
each country must navigate the constant battle of
fulfilling its own interests versus making decisions
for the common good. South-South Cooperation
could be helpful to leverage increased economic
cooperation and allow African countries to build
trust in multilateral agreements.

2.3 Establishing Stronger Value Chains in Africa
A considerable part of understanding current
industry structures in Africa is determining the
importance of manufacturing to industry. Studies
have shown that over time the value-added share
of manufacturing is vertically integrated and task-
based value chains have declined, which makes the
manufacturing stage far less significant in modern
economic structures. This results in manufactur-
ing no longer being synonymous with industry, as
ithad been historically. As such, itis recommended
that economic policies should refrain from hyper
focusing on manufacturing and examine the role
of more diverse activities with greater value.

Growth in manufacturing and manufacturing
value chains in the coming years is believed to

South-South Global Thinkers Scoping Paper

be driven by increased integration and connec-
tivity among African countries and with the rest
of the world, and growing consumer markets on
the continent. Accordingly, it is important not
to completely overlook manufacturing, which
has in recent years been growing at more than
7 percent per year in several countries, includ-
ing Ethiopia, Mozambique, Nigeria, Rwanda,
Tanzania and Uganda (Newfarmer et al., 2018).
More importantly, however, analysts predict that
the fastest growth over the next decade will be
reflected in the subsectors agro-processing (with
a projected revenue increase of $122 billion),
cement production ($72 billion) and clothing
and footwear ($27 billion) (Brookings Institute,
2018). This means that those looking to invest
in the region will benefit from consumer-facing
and infrastructure-related industries which are
forecasted to have paramount value in terms of
annual revenue by 2025.

Understanding patterns of structural change in
contemporary low-income countries are import-
ant to understand the critical differences between
what may be necessary for Africa's structural
transformation as opposed to the historical
experiences of East Asian, and even European
and North American, economies. To dig deeper,
the Brookings Institution and the United Nations
University World Institute for Development
Economics Research (UNU-WIDER) examined the
role of industries without smokestacks in Africa.
Industries without smokestacks share the follow-
ing characteristics: they are amenable to techno-
logical change; they exhibit productivity growth;
and they also exhibit learning. Across Africa, major
and fast-growing sectors that have benefited
from technological shifts and which are consid-
ered emerging industries without smokestacks
include improved and strengthened agro-indus-
trial and horticultural value chains. High-value
agricultural exports make up an increasing share
of the continent's overall exports. Countries, such
as Ethiopia, Ghana, Senegal and South Africa,
have succeeded in breaking into the global value
chains in horticulture (Page, 2019). These indus-
tries hold immense potential for sectoral produc-
tivity among themselves and for other sectors
in the economy and they can contribute to and
absorb the growth and urbanization happening at
increasing rates across the continent. This would
allow such industries to become the drivers of a
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transformative structural adjustment in a shifting
global economic landscape.

2.4 Demographics Could Be in Africa’s Favour,
if Utilized

For successful trade and development, the demo-
graphic dividend in the African region needs to be
harnessed. Participants at the workshop stressed
the importance of understanding China-Africa
Cooperation in terms of industrialization devel-
opment. This was placed in the context of recent
concerns regarding utilizing Africa's working age
population as human capital to guarantee sustain-
able development. The African continent requires
heavy investment in knowledge and skills transfer
to its population to be able to involve individuals
in the economic opportunities provided by South-
South Cooperation, and for example, in Chinese
corporations operating in Africa.

South-South Cooperation has the potential
to improve knowledge sharing platforms and
encourage the transfer of skills, especially in the
context of digitalization and technological inno-
vation. This requires strengthening foundational
skills among the workforce, in particular skills in
ICT and health, to inform and empower people
and increase productivity. Projected African pop-
ulation growth, specifically youth, represents a
significant challenge, as well as opportunity, to
improve infrastructures supporting social and
economic transitions. It is believed that adoption
of strong SSC frameworks could make it easier
for countries, such as China, to invest in African
economies, particularly with respect to knowl-
edge and skill transfers. As part of the Beijing
Action Plan (2019-2021), particular emphasis was
made with respect to knowledge transfer from
China to Africa in the form of training young peo-
ple. This is primarily aimed at addressing inade-
quate technical and vocational training among
Africa's youth, the lack of which has been an
impediment to industrialization on the continent.

2.5 Cooperation in the Digital Economies of
Urban Centres Can Promote Wider South-
South Cooperation

Not only is SSC crucial for the development of
domestic and international economies, but it is
critical for sectoral-based initiatives promoting

sustainable development in the global South.
Today, with ever-increasing numbers of internet
users and local e-commerce platforms, the vast
majority of Southern countries share both chal-
lenges and opportunities to cooperate in financ-
ing and technology of ICT infrastructure, logistics
capacity and regulatory frameworks. (UNOSSC,
2018).

South-South Cooperation among cities can be
effective in mobilizing the private sector for inclu-
sive growth of the digital economy in Africa.
Cities are centres of business, innovation, culture,
knowledge and education. By 2030, the world’s
urban population is expected to reach 60 percent,
and more than 80 percent in developing countries
(United Nations, 2014). Local and sub-national
governments hold exclusive or shared competen-
cies in a whole range of areas, including the dig-
ital economy. Sustainable urban development
policies in cities and regions can contribute to
eradicating extreme poverty, making public ser-
vices more accessible and increasing social inclu-
sion (UN DESA, 2018). Thus, solutions to some of
the greatest issues facing human beings must be
found in cities of the global South.

Bringing together Southern cities to form partner-
ships for South-South and Triangular Cooperation
in the digital economy can precipitate South-
South exchanges, help build trust in strategic
partnerships and identify common challenges
(such as private sector mobilization) and address
them in a collaborative manner. Cooperation
among cities has been noted in several high-
level United Nations policy documents, such as
the Buenos Aires Plan of Action (BAPA+40) out-
come document (A/73/291) which highlighted
the participation of sub-national entities in SSC
and encouraged Southern countries to enhance
the capacity of sub-national coordination mech-
anisms and to further explore new sources and
instruments of innovative financing for funding
at, among other things, the sub-national level.

2.6 The Role of South-South Cooperation
for Technological Advancement in Digital
Technologies in Africa

A significant outcome of South-South trade,
bringing change to the Africa region, is innova-
tion fostered by technological advancements.

South-South Cooperation and Investment in Africa: Implications of the African Continental Free Trade Area (AfCFTA)
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Interestingly, developing and least developed
countries do not need to reinvent the wheel or
follow the same path as the North in techno-
logical development. A lack of widespread and
entrenched older technologies allow these coun-
tries to leapfrog and become quicker adopters of
the most up-to-date technologies. A prime exam-
ple is how these countries did not need to install
fixed telephone lines after the spread of mobile
phone technology. And there are many others.
Gradual reductions in the costs of digital tech-
nologies coupled with increased proliferation,
even among the poor, may in effect generate sig-
nificant transformations in the global South by
allowing unprecedented and fast access to infor-
mation and communication.

Another positive outcome of new technologies
in developing and least developed countries are
innovations in approaches to monitoring and
evaluation, such as crowdsourcing and partici-
patory statistics. Through crowdsourcing, large
numbers of people can actively report on a situa-
tion around them, frequently using mobile phone
technology and open-source software platforms.
Crowdsourcing allows data collection on a scope
that has not been feasible through traditional
evaluation methods and allows input on sensitive
issues that traditional methods might have had
difficulty addressing (such as corruption).

Moreover, crowdsourcing is able to gather mas-
sive amounts of location-specific data in real-time
with lower running costs than more traditional
methods. It can boost civic engagement by estab-
lishing direct channels of communication from
the bottom up and, if systems are set up right,
crowdsourced data tend to be more difficult to
manipulate and less vulnerable to result in biased
interpretations, therefore potentially increasing
independence and credibility. Structured mobile
data collection systems also may also be put
in place to conduct designed surveys that col-
lect specific information from a target audience.
Participatory statistics —an approach in which
local people themselves generate the data and
replicate participatory techniques (e.g., partici-
patory mapping, ‘ten seeds technique, pairwise
ranking, proportional piling, matrix ranking) with a
large number of groups to produce robust quanti-
tative data— have the same advantages as crowd-
sourcing. The decentralization of statistical data
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collection empowers citizens who are most famil-
iar with local information.

Fast-paced technological development on the
African continent has created dynamic informa-
tion infrastructures, which can significantly sup-
port socio-economic growth. This can be tapped
for South-South Cooperation by fostering effi-
cient transnational transfer of skills, knowledge
and tools. Cross-border e-commerce and digi-
tal and intelligent technologies are already pro-
viding incentives to expand and strengthen SSC
infrastructures on the continent. AfCFTA can play
a critical role in this positive trend by emphasizing
the creation of digital policy frameworks among
African countries that ease cross-country nego-
tiations and overcome challenges of weak trans-
portation, logistics and digital infrastructure.

AfCFTA can be especially useful in nurturing alli-
ances, promoting legal coherence and facilitating
collective risk-mitigation across the continent.
This would allow countries’ domestic concerns
to be heard at a regional level and create better
tools for cohesive multilateral cooperation. Risks
in capacity-building exist due to digital inequali-
ties between urban and rural regions and between
countries themselves. However, AfCFTA lays out
mechanisms to deepen integration and provides
access for economies to share methods of tack-
ling these areas of concern. A list of short-term
steps that can be taken by AfCFTA to promote
digital integration are listed below.

. Build ICT infrastructure and connectivity,
namely the digital infrastructure and back-
bone required to enhance and create suc-
cessful digital economies.

. Focus on data protection of African citizens
(given the important role of data for the digi-
tal economy).

. Attract technology talent to the region. Early
adopters have an important role to play as
they pave the way to gaining a competitive
advantage and preparing the marketplace for
digital innovation.

«  Engage the private sector through attrac-
tive investment incentives. Explore PPPs to
address capacity shortfalls in governments.
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. Facilitate e-commerce and e-payments with
a special focus on harmonization of policies,
standards and rules.

«  Work actively toward achieving cheaper
access to internet services.

. Focus on cyber security and facilitating
e-commerce, working closely with the bank-
ing and finance sector that have a wealth of
experience in this area.

. Carefully consider the key mineral inputs into
the digital economy and how their ethical
sourcing can support broader diversification
of the underlying economies of countries in
the region.

The capacity of AfCFTA to foster the develop-
ment of technological infrastructures will be cru-
cial as a mechanism to increase investment and
trade. The agreement lays a good foundation
of consolidated requirements for cross-border
e-commerce and digital trade. AfCFTA pushes for
reform and for improving national digital policies
that are more adaptable and compatible. AfCFTA
encourages local digital capacity building, accel-
erating the expansion and standardization of dig-
ital connectivity, infrastructure, technologies,
tools and services in Africa. The agreement will
play a critical role in building a consistent and har-
monized African market that is attractive to tech-
nology companies, while in parallel supporting
increasing cooperation between member coun-
tries to share best practices.

Technology and innovation will be important to
building productive capacity and private sector
development in Africa. Access to information is
at the forefront of generating an innovative and
open space for communication. An increased
emphasis on opportunities in trade and invest-
ment provide these essential tools and promote
the development of institutional frameworks.
The effects in the private sector can then be seen
through stronger policies for intellectual prop-
erty that will foster an entrepreneurial environ-
ment. This in turn enables individuals to trade
and have access to information reflecting strong
economic freedom.

Moreover, the focus on technological innovation
will gradually reduce reliance on industry-based
exports, mainly natural resources. A shift away
from commodity-based economies can build
diversified and risk resilient economic conditions
driven by private sector growth. Veering away
from the traditional economic patterns of Africa’s
past provides significant opportunities for growth
through the formation of improved institutions.
Of course, a concern related to technological
development in developing countries is the struc-
tural network that encourages its financing, both
from regional and global actors. AfCFTA can be a
key aspect of tackling this issue. As noted above,
AfCFTA is expected to increase trade in the short-
term, and the benefits from such trade can be
valuable for long-term technological investments.
Once countries have developed a strong platform
for innovation, they can utilize their knowledge as
a competitive advantage and negotiate deals that
attract increased investment. Motivating African
nations to engage in South-South cooperation
that involves technological exchanges can pro-
vide a basis for building the right infrastructure to
finance technological development.

In brief, the spread of technology is expected to
havesignificantimplicationsforgrowthanddevel-
opment on the African continent. Considerable
research on the correlation between eco-
nomic freedom and development suggests that
advancing technology places power in the hands
of individuals in the developing world. The
important role that technology plays in gener-
ating access to information has made it essen-
tial in creating new business opportunities and
encouraging political transparency. With the use
of phones, in even the most remote parts of the
continent, the spread of information and flow of
finances have dramatically improved. Individuals
have the power to hold governments account-
able for actions as soon as they have been
informed and this level of transparency is essen-
tial for political mobility. As such, incremental
social change has the power to drive domes-
tic innovation. Subsequently, when supported
by the necessary institutional frameworks this
change allows for the disruption of development
patterns, offering new avenues for sustainable
economic growth.
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2.7 South-South Cooperation and Investment
in Africa

South-South Cooperation is recognized for set-
ting the stage to push for increased cooperation
and investment, not only between international
actors in the private sector, but also among play-
ers in domestic public and private sectors. Public
sector involvement in private sector growth and
development is critical to maintain resilient and
sustainable infrastructures that promote further
investment opportunities. This requires mas-
sive structural organizations that support the
effective implementation and maintenance of
such infrastructures. PPPs maximize using pri-
vate finance for public infrastructure, generating
cost-effective and less time-consuming services
available to the public. This efficient type of part-
nership reinforces the strengths of each sector
and supports the economy through the develop-
ment of competition and advanced technology.

Collaboration between domestic governments
and the private sector brings many benefits
to the accessibility of public sector services.
However, PPPs present some potential problems;
among them concern that government interfer-
ence may place political pressures on private
company projects. At times, the public sector
may assume a greater position in infrastructure
project agreements and attempt to control activi-
ties in a way that curtails the profit-driven agenda
of the private sector (Yescombe, 2017). Indeed,
it is important that government monitor the out-
comes of PPPs to ensure their success and finan-
cial backing, however, a balance is required that
compliments rather than hinders the process.

Despite concerns that may arise with the com-
plex responsibilities that come with implemen-
tation of PPPs, successful ones are thriving.
One such example is using PPPs to bridge the
gap between private financing and healthcare
services on the African continent. Significant
potential exists to increase access to affordable
healthcare across Africa and setting up innovative
methods of delivering this service is crucial. Such
an opportunity allows businesses to improve
corporate core competencies while contribut-
ing to the healthcare sector through improved
and innovative investments. For example, a PPP
between the Abbott Fund and the Government
of the Republic of Tanzania launched in 2001
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helped reshape and improve hospital and patient
management in over 90 facilities across rural
Tanzania. Along with an investment of over $50
million, the Fund has provided access to techni-
cal training and expertise for a lasting influence
on hospital staff conduct (Matthews, 2019).

During his presentation at the African Union
conference on Transforming African Economies
Through Private Sector and Learning, a minister
in the Government of Ethiopia presented exam-
ples of China's investments in the country and
the benefits this investment has brought. The
rapid economic growth reflected in the region
due to long-term Chinese investments has
allowed for increased exports, increased indus-
trial hubs, increased domestic capabilities and
the attraction of manufacturing Foreign Direct
Investment. Recently the country has seen the
construction of Dire Dawa Industrial Park, Adama
Industrial Park, Mekelle Industrial Park, and many
others. These long-term investments are increas-
ing productive capacity and pushing domestic
development through the creation of policy inde-
pendence and a growing state industry.

In the words of a private sector conference partici-
pant, for countries in Africa to attract South-South
investments through AfCFTA, “transparency of
policies and regulations and reinforcement of arbi-
tration laws will need to be strengthened to attract
private sector resources and promote PPPs.” She
noted that “at times the legal policies in the coun-
try are there to initiate business for foreign inves-
tors, but when it comes to the implementation of
those policies, there seems to be a disconnect.
Some ministries and units do not know how to
interpret or implement the policies.”

Equally important, the PPP model has been
considered capable of enhancing the use and
management of assets in cities while embrac-
ing innovative businesses (World Bank, 2019).
Collaboration between local governments and
the private sector through PPPs can be an effec-
tive way to secure funding for infrastructure proj-
ects that bear high upfront costs, such as the
ICT infrastructures needed to advance a digital
economy (WIPO, 2019). African cities can mobi-
lize social and economic change through form-
ing partnerships with other cities across the
region that share similar pressing challenges.
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The exchange of knowledge across regions cre-
ates opportunities for public and private sector
parties to trade beyond the national capacity and
overcome infrastructural barriers in their econo-
mies. Here is a place AfCFTA can play an import-
ant role as it can create a favourable environment
by harmonizing rules and mechanisms, as well as
unlocking trade barriers.

The BAPA+40 outcome document recognizes the
significant contributions of South-South trade and
investment and their ability to promote sustain-
able development and has called for their strength-
ening. However, this will require the promotion of
private sector development, capacity-building,
strengthening of regional integration efforts and
interregional linkages, infrastructure interconnec-
tivity and the development of national productive
capacities through policy coordination, exchanges
of knowledge, technological innovations and tech-
nology transfer on mutually agreed terms.

Women and youth entrepreneurs need to be at
the centre of mobilizing activities in the private
sector. Capacity building of women and youth
entrepreneurs is required so that these groups
can be represented in sectoral development
and change. To empower women and youth to
seek and improve their employability, a focus is
required on building a range of skills for success
in the business field. Regional leaders need to cul-
tivate a strong commitment to empowering vul-
nerable groups in the business sector, including
by opening up dialogue for groups to voice their
perspectives and concerns.

The private sector has a critical role to play.
AfCFTA represents a milestone achievement in
Africa's regional integration to boost trade and
investment in the continent. It is meant to pro-
mote sustainable socio-economic development
throughout the continent. However, to ensure
that it will, measures need to be in place to ensure
that people, especially, disadvantaged groups can
benefit from what it aims to achieve. This analysis
starts at the domestic level, ensuring the prioriti-
zation of policies that address underrepresented
issues on local scales to better understand the
implications they may have on a larger scale.

SSC is crucial in setting the stage for improved
regional infrastructure to facilitate increased trade

flows. Due to the capital-intensive nature of the
construction of greater quality infrastructure and
basic trade logistics, African countries will require
external investments from partners such as China.
Funding of regional infrastructure projects that
range from hydroelectric dams to transnational
railways are significant in addressing the lack
of access to suitable trade methods. Increased
regional market access resulting from lower trade
barriers and price differentials will improve the
competitive scope of intra-industry trade and
substantially benefit further integration efforts.
As well, an anticipated increase in intra-African
trade will increase multilateral and bilateral trade
with external countries resulting in strengthened
economic infrastructure. Nevertheless, ensuring
a long-term and broad-based beneficial invest-
ment environment will necessitate the devel-
opment of sector resources on the continent,
particularly education. The main challenge faced
by foreign-owned investors is the lack of training
and skilled workforce in African states.

The projected increase in foreign direct invest-
ment as a result of AfCFTA will support the
financing of infrastructure development, fur-
ther supporting implementation of increased
cross-border trade. One of the main concerns of
the private sector is the financial infrastructure
on the continent. Access to financial means to
push regional sectorial development is significant
in facilitating trade. Greater research and educa-
tion are required to support local economies in
the midst of the regional transition. Although
goods make up a large portion of regional trade
in Africa, services are a critical component that
require independent analysis to better allow
countries to utilize their comparative advantage.
Therefore, in terms of infrastructure develop-
ment there are many aspects to consider for local
economies that require effective policies prior to
the implementation of AfCFTA.

The oversaturation of the Chinese market and
the attractiveness of African countries due to
cheap labour and support for foreign investment
in African jurisdictions, constitute critical fac-
tors driving Chinese corporate actors to invest in
Africa. Foreign investment, particularly in the SSC
context, often concentrates on raw materials and
low added-value sectors, which significantly con-
straints economic diversification.
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South-South investment in African countries is
needed to promote and deepen trade and invest-
ment in Africa. Sharing the dividends of the digi-
tal economy will be needed, including improving
collaborative regulations and consistent poli-
cies, enable technology transfer and innovation,
strengthen human capital and skills. The increas-
ing role that digital and intelligent technologies
will play in establishing and strengthening South-
South trade and investment through fintech.

Digital financial services transformations may be
produced by AfCFTA with consequencesfor trans-
national South-South investments. Examples
of this trend are many. While China-Africa trade

reached $204 billion in 2018 (Xinhua, 2019), a
large part of this was done by e-commerce plat-
forms, the largest of which was the Chinese
giant Alibaba. African-based e-commerce is also
booming, with the Nigerian company Jumia,
established in 2012, now serving 1.5 million users
in 16 countries, with an estimated 1.2 billion
potential consumers. In line with the WTO's joint
statement on e-commerce and global trade, in
2018 Alibaba signed an agreement with Rwanda
to develop a global digital hub for logistics, pay-
ment, customs and big data integration. Similar
SSC programmes will support AfCFTA's goal to
inscribe African states on the digital global trade
and investment map.

South-South Global Thinkers Scoping Paper
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Elements of Success
for AfCFTA

3.1 Greater Analysis Will Be Required For Successful Implementation of
AfCFTA

The uncertainty that follows an unprecedented structural transformation such as
AfCFTA will require intensive research and analysis into the specific implications of
integration for each country. The complexity of each country's economy can be eas-
ily lost amid such a significant agreement and this could cause further complications
in the implementation process. When implementing AfCFTA, it must be borne in
mind that each country shares the commonality of having layered historical under-
pinnings to its economy that shape their current trade policy.

For instance, a study done by the South African University of Pretoria looked at the
impact of trade liberalization following apartheid and found that from 1992 to 2005
there was a dramatic increase in trade in response to the country’'s reintegration
into the global economy (Fadeyi, 2013). In the South Africa case, exports were pri-
marily dominated by resource-based commodities while imports were dominated
by higher value-added goods, which is similar to many African countries today. The
study examined the initial impacts of complete trade liberalization on South Africa’s
economy by looking at macroeconomic effects and sectoral effects from 2008 to
2020. The results found that the macroeconomic effects were insignificant in the
short run due to increased investment being location based. However, in the long
run the decrease in domestic import prices and a fall in the consumer price index as
a result of reduced production costs, caused an increase in imports and therefore a
positive response in the economy.

A report released by the International Trade Centre specifically analysing the impact
of AfCFTA on businesses stated concerns over the way trade integration may limit
private sector opportunities if not approached cautiously. To promote cohesive
intergovernmental relations, South Africa needs to consult private sector agencies
and intermediary bodies (such as public research institutes and industry associa-
tions and unions) and facilitate a correspondence between the two parties.

3.2 Quality Governance and Infrastructures of Member States Must
Underpin AfCFTA

Another important step for ensuring the successful outcomes of AfCFTA will be the
role governments play in providing legal and political infrastructures that support the
economic strategy. A strong correlation between the quality of a country's infrastruc-
ture and its governance standards points to effective government capacity as crucial
to adopting sustainable trade policies that push regional integration. This takes on dif-
ferent forms as one examines countries across the continent that vary in geographic
position, population size and economic strength. Smaller countries tend to have
greater ability to push through domestic hurdles, while larger ones tend to struggle
due to diverse groups with varying interests. For decades, the path to development for
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the continent has been debated between reform
through liberalization or protectionist policies.

With AfCFTA, a strong set of policy issues will be
required so that governments do not fall into a
disadvantageous position in regional agreements.
Forinstance, countries must find ways to brace for
short-term adjustment costs that come with the
significant responsibility of opening up their econ-
omies to regional exposure. Governing bodies will
need to prioritize policies regarding protection of
local businesses from the vulnerable position and
to provide the necessary resources to stimulate
the local economy. Some African governments
have experienced successes with reform of certain
commodity industries; however, a lack of proper
incentive structures could quickly hinder the
ability to keep a cohesive political environment.
Countries will need to begin building foundational
institutional frameworks politically that will set
the conditions for success for working within the
multilateral agreement. Low levels of productivity
on the continent have consistently hindered con-
sensus on economic development initiatives; the
prospect of greater productivity under AfCFTA
presents an opportunity for governments to gain
consensus that might preclude failed outcomes.
Domestic reform can be the most difficult prelim-
inary step to reaping the benefits of trade, but it
is required to make the journey significantly more
rewarding and less slow and painful.

3.3 Promotion of Agribusiness Under
AfCFTA Needs to Support Food Security

A critical domestic challenge to AfCFTA, under-
lined by participants of the UNOSSC workshop,
is food security, as many African countries face a
wide diversity of challenges to ensure access to
food for their citizens. Development of an agri-
cultural food value chain and strengthening link-
ages between national and cross border trade
in the context of AfCFTA will constitute a nec-
essary step in addressing food security issues.
Expansion of agribusiness on the continent and
the creation of regional agricultural hubs may
test the limits of national interests and the flex-
ibility of countries in the agreement.

4 Referred to as a "Jewel in the Crown" of the WTO.

The ability of AfCFTA to have a positive effect on
food security will largely depend on national and
local policies and practises. Specifically, a thorough
understanding of the mechanisms and operational
strategies already in place for food security and agri-
cultural development will enable governments to
position themselves well in the policy-making con-
text of AfCFTA. This would increase the likelihood
that certain countries could actually benefit from the
Trade Area. For example, if a country has conducive
policies, AFCFTA can help promote access to a greater
supply of cheaper, higher-quality food products.

One of the many concerns for AfCFTA, however,
is the domestic impact of lowering trade barriers
across the continent. Eliminating trade barriers
could pave the way for small-scale food produc-
ers and traders to be replaced by African agri-food
companies, causing them to lose their livelihoods.
Smallholder producers face considerably more chal-
lenges than medium- and large-scale producers in
entering export markets. Many of them are unable
to produce the surplus needed for export, their pro-
duction quality tends to be lower than that of larger
farms and the cost of meeting international quality
standards is comparatively higher. Thus, through
AfCFTA, a cooperation programme could help
develop micro-, small- and medium-sized business
capacities and promote collaboration with larger
players, while also fostering enhanced efficiency
and increasing the use of creative solutions.

3.4 AfCFTA Dispute Settlement Hinges on
Effective and Transparent Governance

The dispute settlement protocol under AfCFTA
presents both opportunities and challenges for
South-South Cooperation within the African
region. Up until now, under the traditional WTO
dispute settlement mechanism,* Southern
countries have had problems instituting claims
because of the political costs involved in con-
fronting another WTO member, especially when
the other disputed party is a powerful country,
meaning that developing countries have held very
little leverage to retaliate against the so-called
powerful states (Reich, 2017). The dispute settle-
ment protocol® under AfCFTA provides a unique

5 Referred to in Article 20 of the main agreement for settlement of disputes between parties, the AfCFTA protocol on rules
and procedures on the settlement of disputes details a Dispute Settlement Body and mechanism (AU, 2019).
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opportunity for African states to create a parallel
system, in which they may feel more comfortable
adjudicating their trade disputes with neighbour-
ing countries.

While there are clear economic differences
among AfCFTA member states, many mem-
bers of the agreement tend to view themselves
as peers, particularly because the balance of
the scale does not tilt as high as when they are
faced with world superpowers. This can create
a favourable situation for members, as political
fears of withdrawn aid and military assistance
will no longer play a role (Reich, 2017). Moreover,
the dispute protocol makes leeway for parties by
mutual agreement to refer disputes to arbitration
instead of the Dispute Settlement Body (Parry,
2018). The only system that competes with the
WTO Dispute Settlement system is that of inter-
national investment arbitration as it is a private
and consensual mechanism for the settlement of
disputes and it leads to a final and binding deter-
mination of the rights and obligations of the par-
ties (Reich, 2017; UNCTAD, 2005).

However, the caveat is that legal costs will prob-
ably remain a big impediment for the least devel-
oped countries to institute claims. The legal costs
associated with pursuing dispute settlement pro-
cedures can be quite expensive and African coun-
tries need to be willing to commit their in-house
legal counsels and other government officials to
invest a significant amount of time and effort to
work on cases together with the outside counsels
(JMiles & Co., 2019). In this regard, it is advisable
that member states establish and fund advisory
centres that can assist the members and help
ease the burden of poorer states in instituting and
defending claims (Reich, 2017).

Moreover, the dispute settlement process is mod-
elled after the WTO example, consisting of a
Dispute Settlement Body (and an Appellate Body,
to constitute a strong system. However, there
are concerns that the legal constitutions will not
smoothly translate into the African economic
and political scene. For instance, Article 23 of the
Dispute Settlement Understanding Protocol pro-
vides: Where the Panel or the Appellate Body con-
cludes that a measure is inconsistent with the
Agreement, it shall recommend that the State
Party concerned bring the measure into conformity

with the Agreement. In addition to its recommen-
dations, the Panel or the Appellate Body may sug-
gest ways in which the State Party concerned
could implement the recommendations. This
means that only State Parties have access to dis-
pute settlement under the protocol (Tralac, 2019).
Yet, within Africa most trade will be facilitated
by private parties which requires that their state
effectively protect their rights. In the international
setting, this is not as big of a challenge as govern-
ments protect their private industries, whereas
this scenario is not necessarily replicated in Africa.

Effective and transparent governance will be key
to implementing efficient dispute settlement
safeguards that allow for countries and parties
to trade successfully. Shifts in the culture and
imagery around court proceedings within African
countries are crucial to creating a cohesive legal
institution that stands for and protects the inter-
ests of regional actors. Furthermore, it is inevi-
table that a handful of countries will, initially
at least, dominate the playing field in AfCFTA
and this could cause further regional instabil-
ity. However, with proper policies and proce-
dures that support the equality of all countries
in the eyes of the law, inequalities in access to
dispute settlements procedures can be gradu-
ally overcome. It may behoove AfCFTA members
to refrain from depending on the WTO struc-
ture as an effective example to replicate region-
ally. The WTO has consistently been critiqued
over their unequal representation and support of
developing countries in international disputes. If
AfCFTA does not build institutional safeguards
that appeal to the cultural and political sphere of
the continent, it will create and institutionalize
inequality within the region.

3.5The Diversity of AfCFTA Members Needs
to be Taken into Account

The flexibility of AfCFTA in accounting for devel-
opment differences between member states and
the diversity in their strategic orientations will be
important. By advocating for better integration
of economies across the continent, the agree-
ment provides countries with the possibility of
flexible commitments without strong binding
mechanisms that could have a positive impact
on their development, particularly in the digital
economy context.
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To better understand domestic trade concerns, it
helps to breakdown the multiple levels and regional
economic agreements that make up AfCFTA.
AfCFTA combines three existing free trade agree-
ments, the East African Community (EAC), SADC
and COMESA. To note, the initial goals of these
three agreements were not quite met, and for
this reason expectations of the success of AfCFTA
may be lackluster and result in some resistance
to cooperation. For instance, while COMESA has
shown great promise since its establishment,
increasing intra-regional trade of member states
by 12 percent, a lack of development and aware-
ness of the COMESA legal institutions have hin-
dered its success and generated several clashes
between member states. A notable instance were
the unsuccessful negotiations for a proposed Visa
Protocol encouraging free movement of citizens
across member state borders.

Although regional integration as a development
policy has generally been more accepted in recent
years, it will be difficult to establish confidence in
the success of AfCFTA due to past objectives that
were left unmet in trading blocs. Without strong
recognition and acceptance of the legal instru-
ments in the trade agreement, it will be diffi-
cult to mobilize and implement transformations
that impact diverse stakeholders. For AfCFTA,
the approach to legal instruments will need to be
applied with caution to refrain from having coun-
tries doubt the trade agreement. Layering intra-re-
gional economic communities to reach a greater
common market may be an appropriate way to
ease into AfCFTA but it requires great efforts to
ensure that hurdles are addressed in the smaller
regional agreements so that they do not transfer
and intensify in the wider continental trade area.

Free trade agreements have a bearing on the abil-
ity of weaker economies to diversify their econo-
mies and take the necessary steps to enter trade
agreements in a position of strength. In the exist-
ing free trade agreements in Africa, the regions
provide an opportunity for member countries to
leverage their strengths to negotiate better trade
deals. Due to the region's ability to compile data
and get a sense of neighbouring countries’ trade
strengths, they can then structure their markets
to better position themselves in more favourable
negotiations. In a trade bloc seeking to unify the

continent into a single market, it can be difficult
for countries to differentiate themselves among
their neighbours who share similar resources and
who have greater capacity to compete. Smaller
countries could face even greater challenges in
keeping up with trading partners in a continental
wide trading bloc than in a regional trading bloc if
they do not find ways to quickly assess the mar-
kets and trade strategically.

One suggestion for smaller countries attempt-
ing to adapt to the new agreement is for them
to utilize resources in the manufacturing indus-
try that have a high demand from larger coun-
tries. As larger countries open their markets they
will need to focus on their competitive advantage
and source inputs from smaller countries to build
the value of the products they are exporting. This
provides an opportunity for smaller countries to
structure their markets in a competitive manner
(Ighobor, 2018). The implementation process of
AfCFTA will heavily depend on the ability of coun-
tries, specifically ones in a disadvantageous posi-
tion, to restructure and diversify their markets to
meet the demands of the regional competitive
scope going forward. This is also an opportunity
for African policymakers to ask two critical ques-
tions: 1) How will AfCFTA advance the African
continent's equitable and inclusive growth and
economic development? and 2) How can smaller
and less developed African countries benefit
from AfCFTA?

The profound diversity of potential member
states of AfCFTA and the disparities between
regional blocks (East Africa, Central Africa,
Southern Africa, etc.), combined with the spe-
cific challenges of state's domestic circum-
stances will raise diverse sets of expectations
for AfCFTA. One important domestic character-
istic that must be considered when superimpos-
ing global trade requirements on member states
is the informal economy, which is estimated by
the International Labour Organization to repre-
sent 86 percent of employment in sub-Saharan
Africa (ILO, 2018). For AfCFTA to succeed, the
multiplicity of economic, social and political cir-
cumstances of member states will need to be
considered on a case-by-case approach to sup-
port countries to quickly achieve early wins and
build momentum toward regional integration.
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Follow-Up Research
Considerations

Knowledge of how an industry or a specific institution is developing, policy chang-
es and awareness of end markets are all essential in building a promising platform for
South-South Cooperation. This information is critical to determine the outcomes and
benefits both sides can gain. Africa has been an attractive destination for investment
due to its wealth in raw materials and opportunities, however this has not always ben-
efited African countries. Countries in Africa can adopt SSC frameworks to more effec-
tively utilize its opportunities and advance trade and investment.
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hile SSC frameworks show promise for promoting trade and investment
Wbetween African states, offering mutual benefits for investors from

both sides, the merits of AfCFTA remain to be seen. The lack of research
capacity to realistically outline the benefits of the trade liberalization promised
through this agreement generate concern among member states. Certain coun-
tries are thus hesitant and are not clear on how AfCFTA will refrain from repeat-
ing historically damaging trade liberalization agreements. This is reflected in the
shortcomings of the agreement in answering questions regarding patterns of
development and prospects of free trade in Africa, as well as the possibilities of
avoiding free trade rules that previously harmed the continent. Currently, free
trade agreements are designed to cut trade tariffs between member countries.
The best free trade agreements tend to remove all border taxes or trade barri-
ers on goods thereby removing limits on the amount of trade that can be done.
Eventually exports are made cheaper and barriers to entry into the market become
less challenging, making trade among states liberal and spurring competition and
job creation for the higher output of goods. This shift will, however, require rigor-
ous political and economic effort to ensure a positive outcome, unlike the histori-
cal backlash the continent has so often experienced.

Significant benefits can result from stepping back to analyze the needs of the African
continent's economy as a whole. However, this can make country-specific problems
blend into the background as issues are grouped together to better categorize and
prioritize regional concerns. This is one reason many barriers lie ahead for AfCFTA,
such as challenges with transportation, border controls and assigning import quotes
for each country. Variation among African countries will be reflected and soon mea-
sured against which and who will bear the fruits of the agreement. Whether the free
trade area is the answer for promoting trade and investment in Africa, is yet to be
seen and could take years to materialize.

Policymakers, trade negotiators and scholars are engaged in policy debates and
grappling with questions around whether well-established circumstances in African
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states exist that secure rewards for all countries
throughout the process. Other questions to be
pondered are:

+  What lessons have been learned from
other regional African integration
systems, particularly for considering
AfCFTA as a mechanism for greater
South-South Cooperation?

«  What role can an SSC framework play
in enhancing cooperation among
African states, with or without
the free trade agreement?

. How can AfCFTA be integrated as a
mechanism to fulfill the Sustainable

Development Goals and fully
integrate sustainability concerns?

These questions may linger before a definitive
answer can be provided, but research efforts
could go a long way toward informing policies
targeting such concerns.

Below are three suggested areas of research
and the significant questions under each that
could be investigated. Publications research-
ing these issues have the potential to enhance
policy research and debates around the impor-
tance of SSC in promoting and strengthening
trade and investment in the global South, par-
ticularly in Africa, in light of implementation
of AfCFTA.

Implementation of the AfCFTA and Digitalization: Comparing Experiences

from the Global South

»  What factors could constrain potential operationalization of AfCFTA, including
the risks underlying its implementation? How could these factors enhance or
hinder the process of digitalization throughout the continent?

+  How could digitalization and the range of available digital technologies from
the Third and Fourth Industrial Revolution facilitate effective implementation of
AfCFTA, while delivering on its promise to boost intra-African trade, create jobs
and promote structural transformation?

. How are existing non-African Southern regional economic blocs undertaking
the great task of harnessing digitalization as an enabler of regional integration
and what are the comparative lessons for Africa?

Importance of South-South Cooperation in Strengthening Global South

Trade, Investment and Regional Integration in the Context of AfCFTA

»  What information gaps exist and what lessons learned are available regarding
the economically empowered global South that is driving the revitalization of
global partnerships toward sustainable development? How can South-South
and triangular cooperation serve as a pathway toward a more inclusive and sus-
tainable economic development landscape for the effective implementation of
AfCFTA — a pathway in which all stakeholders and beneficiaries are meaning-
fully engaged?

+  What are the appropriate financial governance architectures required to facil-
itate higher flows of trade and investments in the global South in a sustain-
able manner?

«  How can global and regional partnerships for sustainable development be revi-

talized and implemented to enhance the achievement of the 2030 Agenda for
Sustainable Development across the African continent?
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How can South-South Cooperation advance the AfCFTA agenda in facilitating
the use of new financial institutions to promote sustainable broad-based devel-
opment in Africa?

What are the modalities for fostering regional integration and creating a more
balanced international trade within the context of implementing the AfCFTA?

How can South-South Cooperation contribute to achieving a more coherent
and predictable policy environment through the promotion of AfCFTA for a bal-
anced international trade regime and the creation of regional value chains?

South-South Cooperation for Building Digital Capacities forIndustrialization
in Africa

How does the lack of technology infrastructure to enhance cyber connectivity
continue to undermine Africa’s digital economy and hence its capacity to pro-
pel industrialization? How can the availability of efficient digital systems funda-
mentally support the rapid exchange of information to better address this key
industrial development gap?

What is the role of policymakers in supporting the development of necessary
technical capacities for transforming Africa’s digital base for the needed urgent
industrialization? How can these appropriate capacities best help to trans-
form Africa's immense natural wealth into tangible and enduring development
outcomes?

What are some ways for AfCFTA to encourage private and informal sector
actors to utilize the digital economy to promote service delivery in the finan-
cial sector, agriculture and agribusiness in various rural African communities?
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5. Conclusion

Enormous complexities surround AfCFTA implementation. It is widely accepted that
it will take 10 to 15 years for the agreement to be fully implemented, while real African
integration is expected to take even longer. The path toward delivery will have its
own unique challenges. This report, in an effort to demonstrate the significance of
trade and investment to Africa’'s development, has presented an analysis of the im-
plications of South-South Cooperation with respect to the recent ratification of the
AfCFTA agreement.

oration among countries of the global South in many areas, including politics,

economics, social relations, culture, environment and technology. Similarities
in the experiences of these countries and their position within the structure of the
global economic order make such cooperation feasible and, more recently, imper-
ative. Over the past four decades, the patterns and forms of growth of trade and
investment within and between countries of the global South has had mixed results.
Nonetheless, there has been a dramatic increase in trade and investment among
Southern countries, with China leading the pack on both scores. The structure of
exports has also changed with value-added manufacturing growing within these
countries. Differencesin the socio-economic development of Southern countries and
the interlinkages in their economies necessitate a greater amount of cooperation.

South-South Cooperation has been recognized as a valuable platform for collab-

Policy improvements and strong policy frameworks are required to emphasize the role
of domestic leadership to follow through with the implementation of AfCFTA. The pros-
pects for this ambitious regional trade deal are extremely optimistic but require com-
prehensive analysis and policy implementation to bring about the anticipated changes.
For South-South Cooperation in the context of AfCFTA to shine, government policies
will need to target country-specific challenges and look for innovative solutions to over-
come them. Actors will need to avoid repeating past mistakes made with international
trade agreements that pushed the needs and concerns of developing economies to a
lower set of priorities. An important example is the lack of consultations that were inclu-
sive of various stakeholders - businesses (medium-sized and small), trade unions and
civil society organizations - in implementing previous regional agreements. It is import-
ant that African governments ensure the representation of such stakeholders when
consulting over new policies and regulations so as to provide a transparent and cohe-
sive implementation process. In many cases, not doing so has generated tension within
African regional economic communities, resulting in political fragmentation, govern-
ments favouring specific industries and economic policy incoherence.

Changes in the global structure of accumulation, the return to a mercantilist eco-

nomic system in which protectionism is gaining traction in industrialized economies,
the retreat of globalization and the continued widening inequality gap and poverty in
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many countries in the global South make South-
South Cooperation an even more compelling
imperative. An increased flow of trade and invest-
ment between countries of the global South is
an imperative for increased economic growth,
job creation and poverty reduction. It is pos-
ited that the realization of the United Nations
Sustainable Development Goals and Agenda 2030
for Sustainable Development in Southern coun-
tries is actually contingent on SSC. Moreover, the
continued economic rise of emerging Southern
countries has given further impetus to the move-
ment, as these countries seek trade partnerships,
new investment opportunities and political influ-
ence abroad. Although data can be difficult to col-
lect and verify, the financial value of South-South
Cooperation in 2015 alone was estimated to be
$16-19 billion (UNCTAD, 2016). This demonstrates
the benefits that Southern countries stand to
gain through the shift. Emerging Southern coun-
tries have identified Africa as an important trading
and investment partner and have crafted policies,
programmes and initiatives targeted at wooing
African governments to engage them in what they
believe will bring win-win outcomes.

In terms of the digital economy, disparities both
between AfCFTA member states and compared

to their global SSC partners presents a criti-
cal challenge to integration of Africa into global
trade and investment networks. While the con-
tinent accounts for more than 500 million inter-
net users and 50 percent of its population uses
mobile phones, only 10 percent of households
have access to electricity. This infrastructural
deficiency will be one of the great obstacles
for the continent and AfCFTA to achieve full
integration in global e-commerce. AfCFTA pro-
vides a useful mechanism for reframing SSC in
Africa, or perhaps for rethinking it, in two ways:
first, re-imagining the scale of engagement
between African countries; and second, ponder-
ing how African countries can deepen economic
engagement with the rest of the global South
and strengthen their roles in an evolving global
economy.

In conclusion, AfCFTA has a definitive role to
play in placing African states on the global map
of trade and investment, which can be amplified
by exploiting South-South Cooperation frame-
works and emphasizing the invaluable role of
digital expansion. As a review of current prac-
tices and potential avenues for further regional
integration in Africa, this report hopes to serve
as groundwork for future research on the topic.
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