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Background

» Abuja Treaty 3" June 19¢
OBJECTIVES

» Establishment of a free trac
Area

» Common external tariff

» Gradual removal of obstac
free movement of persons,
goods, services, capital

» The right of residence a
establishment



» AfCFTA
»Came Into force 30 May 2019

»Operational /Implementation
phase of the AfCFTA Launched
In Nlamey July7, 2019

e

ATCFTA




Presidential
Committee

» The Presidential Commi

Impact and Readiness A

and to propose short, medi
long-term measures to mane
them.



Scope

» IMPACT ASSESSMENT:

» the potential impact of AfCFTA on Nigeria’s national deve
government revenue, fiscal and monetary policies,

» the effects of smuggling, dumping and other predatory trage
» the implications for intra-Africa trade patterns,

» legacy bilateral and multilateral trade agreements, and
» the implications of associated free movement of persons on hatio
» READINESS ASSESSMENT:

» The assessment of Nigeria’s trade capacity, infrastructure and
environment to establish her preparedness for AfCFTA and to

» Identify critical projects, policies, reforms and compliance acti
5-10 years to realize the benefits and mitigate risks.



>
AfCFTA  vearsand in 10 years for the elimination of tariffs on

» The AfCFTA is In furtherance of the Abuja Treaty
on 3rd June 1991. The Abuja Treaty had among it§
strengthening of Africa’s regional economic commu
establishment of a free trade area; common external
common market; gradual removal of obstacles to free
persons; goods; services; capital and the right of reside
establishment.

AfCFTA proposes the elimination of duties on 90% of tarif

Sensitive List. However, duties on products on the Exclusi
remain indefinitely.

» Sensitive List covers specific products whose tariff lines
liberalised until after ten years of implementation of the

» Exclusive List covers products whose tariff lineswill b
exempted from liberalisation.



LIBERALIZATION

» By removing import duties on 90% of te
AfCFTA expects to make African produt
more preferred in the African market and \
hopefully, displace imports from outside A

» AfCF-TA also includes the liberalization of fi\
services sectors namely: transport, tourism al
related, financial, communications and busine!
services. The Agreement also includes a protocc
dispute settlement among members.

» By Article 5 of the AfCFTA Agreement, cou nv/ -
opt-in at a later stage and enjoy same privi ;
shall abide by all commitments ane oblig
agreed by early members. Variable Ge




» Negotiations are still ongoing in the follo
schedule of tariff concessions; (ii) rules of
customs cooperation and mutual administka
(iv) trade facilitation; (v) transit trade and
facilitation; (vi) technical barriers to trade

AfCFTA and phytosanitary measures; (viil) non-tarit
trade remedies; (x) schedule of specific com
Most Favoured Nation (MFN) exemption; a
transport.

» Nigeria prior to Niamey was able to participa
“Observer” in the AfCFTA negotiations, In het
Chairman of ECOWAS.




AFRICA’S TRADE PATTERNS

loba

! Ca

GDP |% of Africa|Population [% of Africa's GDP per) Global fintra-Affica) 48

RECName | eoy | GDP | (Mil) | Population | S2P@ | Trade | Trade i ce
P ® | sen) | (sBn)

ECOWAS 565.09 24.9% I 359.8 289% [153740| 165.9 25.9
SADC 680.02 30.0% f 316.9 254% 12,146.20| 327.1 73.4
EAC 169.66 7.5% I 185.5 14.9% 914.5 45.7 9.8 0.
UMA 360.35 15.9% f 99.4 8.0% 362580 221.1 11.1| - 0.6
ECCAS 18074 | 80% | 895 72% |201900] 547 1217 650\ 47
COMESA | 71456 | 315% | 5287 | 424% |135150| 237.3 35.6] 664 | 6.2
Africa (Total)| 2266.68 100% 1246.2 100% 1818.9 M65 1354 -71.7 6.5




AFRICA’S
TRADE

» Africa s total trade in goods with t
US$930.65bn in 2017 ($504.17bn\ ¢

and $426.48bn of exports). 2.63%
trade

» Total intra-African trade in goods
bn in 2017, representing 14.6% of A
trade. It should be noted that intra-E
69.8%, Intra-American trade Is 46% g
Aslan trade 1s 59.6% of the trade with
respective regions.



>

TRADE
PATTERNS
AMONG REC’S *

Trade patterns among Africa s Regional
Communities (REC) vary. For example, SAD

SADC - Southern Africa Development Com
- Common Market for Eastern and Southern



TOP 10 INTRA

AFRICAN
TRADING
COUNTRIES

» The top ten intra-Africant

countries ranked by value of tre
South Africa (23.5%), Namibig

Intra-African trade in 2017, equi
to $78.3bn per annum.



TOP 10 MOST » The top ten most traded pir
TRADED among African countries art

PRODUCTS oil, natural gas, refined petrc

AMONG products, gold (in raw and s

processed forms), and non-

AFRICAN Industrial diamonds, frozen

COUNTRIES ships and light vessels, suga
vehicles (for transport of peop /

and goods) and cement. ’




» Trade in services, at $
2015, Africa accounted
2.1% of the world s tota
similar to its global share
trade In goods.

TRADE IN
SERVICES




» The WTO classifies services into the
12 sectors: business services, com!

WTO services, distribution services, educati@

CLASSIFICATION  services (bank and non- bank finant ial_

services); health-related and social
tourism and travel-related services,

services); and other services.




» Trade In services Is also classified into 4 @

TRADE IN
SERVICES

based on the mode of service supplier. Thes
(1) cross border trade which does not requi

territory; (3) commercial presence requiring
of the service supplier in the territory of another

country, e.g. affiliate of a bank, hotel group, constr
company; and (4) presence of natural persons
Member country in any other Member coun
employees of a foreign service firm, hec
consultants.




» Egypt’s global trade in services, valued at $37.4bn
highest in Africa, followed by South Africa ($31.9hn
($27.1bn), Nigeria ($23.2bn), and Ghana ($16.5bn). |
per capita basis, Morocco occupies a premier position
TRADE IN Africa’s trade in services league table with $758.25 \foll¢

SERVICES ( LEADERS ) Ghana ($572.32), South Africa ($562.41), Egypt ($3

Nigeria ($122.11).

trade points to low capacity of African countries to pro
quantity and diversity of finished products they need as
tariff and non-tariff barriers to trade.




» Nigeria s total trade in goods in 2017 was $92.2b
$40.7bn imports) comprising of $75.8bn from formza
exports and $31.3 bn imports) and $16.4bn from infc

NIGERIA’S ($7bn exports, $9.4bn imports). Informal trade involve
cross-border transactions in agricultural products, lives
TRADE parallel trade including trans-shipments and smuggling.

» Nigeria s trade with Africa in 2017 of $6 bn ($4.9bn expo
Imports), represented 8% of its total trade in goods, making
4th highest intra-African trader in goods after South Africa

($31.8bn), Namibia ($6.8bn) and Zambia ($6.7bn).
» International Trade Center Trade Map 2017

» Informal trade was estimated based on ITC’s mirror data
comparison of records of exporters of goods to Nigeria ax
of Nigeria’s imports)

» World Trade Organization (WTO)




NIGERIA’S
TRADE

Crude oil and gas accounted for 95% of Niger
the world in 2017, while agricultural commoditie
products accounted for 2.5% and 2% respectively.

The main importers of Nigeria s goods in Africa
Togo, Cote d'lvoire, Senegal, and Cameroon while t

exporters to Nigeria are South Africa, Morocco, GCote
Sweziland and Egypt.

Nigeria’s global trade in services of $23.25bn in 2015
3rd highest African country in trade in services, after Eg
($36.06bn) and South Africa ($30.58bn).

Although Nigeria maintained the same value in its trade In S
2017 ($23.26bn), She was pushed down to the 4™ positie
which grew her services trade from $22.6bn in 20151 .f'




)
NIGERIA'S » In addition, Nigeria has been experiencing an un fa
TRADE [N balance of trade in services vis-a-vis other African cc

S o RV| C ES example, in 2017, Nigeria's imports of services, at

» For example, in 2017, travel services, which include
expenditure for business and personal travel on short te




FINANCIAL
SERVICES

» In contrast, the financial services secto




NIGERIA’S
TRADE

» The five sectors to be liberalized
AfCFTA account for 89% of Nigei
services exports and 92% of Impo
travel and other business services
contributing the most.



PREDATORY
TRADE
PRACTICES

» Predatory trade practices against Nige
and abuse of rules of origin) have persis
active ECOWAS protocols, bilateral trade

of srauggling.
» Based on Mirror trade data on ITC’s Trae
» Presentation to Economic Managew



NIGERIA’S EXPORTS TO AFRICA AND THE
MAJOR DESTINATIONS
» The product composition of Nigeria's exports to Africa is: cri

oil (82%), natural gas (4.2%), electrical energy (2.1%),
cigarettes (2%), vessels (1.8%), and other products (7.2%).

» The major destinations of Nigeria's goods in Africa are: South
Africa, Togo, Cote d'lvoire, Senegal, and Cameroon while most
Imports originate from South Africa, Morocco, Cote d'lvolre,

apples, frozen fish, and palm oil.




» Africa’s imports are mainly manufactuneé

I M P L IC AT IO N S focus of Nigeria s development agenda.\F

provides Nigeria with the opportunity tg ré

OF AfCFTA FOR  economic growth and diversification aspjre
the African market.

NIGERIA / » Aiming to export 10% of Africa’s total imp

OPPORTUNI TIES Nigeria would be the equivalent of doubling Ni

total global exports. For instance, Africa import

FOR BUSINESS $1bn per annum of refined petroleum, iron/steel,

crude oil, gas, rubber, fishery, aluminum, cement,

agenda.




» In the short term, the implementation of the AfC

— » adecline in government revenue by 1.5%;
SHORT-TERM
» adecline in GDP and t savings by\0.]
I M P L IC AT IO NS O F ?esgg cltri]\?ellr;/ ; and government savings by
AfCFTA » adecline in the balance of trade with Africa as _im
IMPLEMEN TATION offset by the rise in price of exports due to rising
FOR NIGERIA » adecline in consumer prices due to imports whig

lower inflation.

sub-sectors in Nigeria, especially for products currently at 209
10% tariff rates, due to complete elimination of tariffs after 5 ye
AfCFTA implementation.

» Government revenue was estimated at N8776.13bn baseq
of revenue for 2010 to 2016 (Source: African Union (20
Trade Statistics Yearbook)




SHORT TERM
IMPLICATIONS

>

The lack of production capacity iR
inadvertently create strong incenti

traders to disguise goods from non-2

countries as African goods so as to\g

duty-free movement across borders o

countries.

This risk is high for Nigeria considering
92% of Nigeria’s imports come from the i
the world. The threat is further complica
by the lack of capacity, resources and will
the part of African countries, to effectivel
and comprehensively enforce their borders:
evidenced by the high rate of informa Av,/

under-reporting of imports and smugg




g

» Employment will grow in 5 manufacturi
SHORT TE RM (Pulp, Paper, Printing and Publishing; B)}s
and Steel; Non-metallic; Textile, Apparel an
FEARS and Chemical and Pharma) but will decline i
sectors: Wood and Wood Products; Electrical
Electronics; Motor Vehicle and Assembly; koo
Beverage and Tobacco; and Plastic and Rubber.

» Output will grow in 4, and decline in 6 sub-secto
output growth will be significant in Chemical and
Pharma and marginal in Pulp, Paper, Printing and
Publishing; Basic Metal, Iron and Steel; and kood,
Beverage and Tobacco. On the other hand, output
decline will be experienced in Wood and Wood\Prod
Textile, Apparel and Footwear; Non-metallic,
and Electronics; Motor Vehicles and Assemb
Plastic or Rubber Products




SHORT TERM
FEARS/EXPECTATIONS

» Investments will grow in 4 and decline i

sectors. Textile, Apparel and Footwear; E

» MAN STUDY

and Electronics; and Pulp, Paper, Printing
Publishing will witness growth in investme
Plastic and Rubber, Non-metallic and Che
Pharma. Wood and Wood Products and Basi
Iron and Steel sub-sectors will witness a drop
Investments.

The rise in employment and output in (i) Basic
Iron and Steel and (ii) Chemical and Pharma suk
sectors, despite decline in investment, could be
attributed to cheaper inputs from Africa, labour

market rigidities and/or substitution of labg /
capital as part of the coping mechanism.




LONG TERM
IMPLICATIONS
OF AFCFTA
FOR NIGERIA

>

v

In the long run, the short-term consequences can be add
income tax base which will increase government revenue

Agriculture trade (both import and export) with Africa and
will rise.

Manufactured goods exports will also rise due to higher i
productive sectors.

exports overtake imports

Increase in production and service capacities and trade withi
will also create job opportunities for both low and highly skill

Ease of movement of persons, services, capital and goods whic
result from the AfCFTA will improve productivity and speciali
improved mobility of skills.



READINESS
STATUS OF
AFRICAN
COUNTRIES

» World Bank national accounts data, and OECD National Ac

The key indicators used in assessing the readiness of African countrie
manufacturing, diversity of exports, size of services sector, current acco
on global trade indices such as the Enabling Trade Index and Global Co

In terms of manufacturing value-added, Nigeria ranked 4th in Africa with §
Algeria with $72.2bn, South Africa ($42.7bn), and Egypt ($42.2bn). It shou
average manufacturing value-added of the top 20 African countries is $5.288
underscores the lack of productive capacity in Africa as a whole.

On current account balance, the measure of a country s ability to withstand fina

trade in goods. It is made up of four sub-indexes: (i) market access; (ii) borde
(ii1) transport & communications infrastructure; and (iv) business environw

Based on average score over 10 years (2008 — 2017)



» On the Enabling Trade Index, Morocco ranked tqf
countries followed by South Africa, Botswana, Né
Kenya. Zambia and Cote d’Ivoire are in the mid-tie
Egypt, Congo and Nigeria rank the lowest.

» On the global competitiveness index, South Africa and

ranked in the top band among African countries. Inthe

READI N ESS were Botswana, Algeria, Egypt, Namibia, Rwanda and
while Senegal, Cote d’Ivoire, Nigeria, Zambia and Ethiop

the bottom band of the competitiveness index.

» On average of all the readiness indicators, only South\Africa
Morocco can be adjudged reasonably ready for AfCFTA, whi
Egypt, Nigeria, Kenya and Botswana can be regarded &
moderately ready. All the other 51 African countries hz
the readiness criteria.




NIGERIA’s
READINESS
REQUIREMEN
TS FOR
AfCFTA/
DIRECTION
FOR
GOVERNMENT

» Nigeria's readiness for AfCFTA can be classified
trade infrastructure, trade environment, and tradg

» Trade Capacity
» In terms of trade can facilitate the realization activit

» of investments in her priority productive and servic
to grow capacity for export;

» upgrade its quality ecosystem, including policies, i
services including: (i) approving and implementi
National Quality Policy; (i) operationalizing the\qual
(MINAS and NMI); (iii) growing grow number anc
conformity assessment companies; and (iv) promoti
drive offtake of quality services; and

» define and execute strategies to improve Nigeria §
provide low cost financing, tackle the scourge of pi 'v,‘
Nigeria s products and services internationally.



READINESS

» Trade Infrastructure

» Readiness of trade infrastructure will involve access to ‘st
quality transport network (rail, road, and air) to agricult
commercial clusters. This will involve:

» securing funding and implementing projects in the powe
distribution expansion plans and concluding/implementi
revision programme;

» completing the rehabilitation of critical roads that would fat
and international trade;

» Rail projects to facilitate cargo movement;

» Installation of adequate warehousing and cold room facilities fc
perishable cargo at major airports and other critical trade
projects in the Aviation Master Plan; and

» completion of critical port efficiency enhancement project
transit trailer parks, bulk loading terminals, scanpefs in
goods inspection, etc.)



READINESS

» Trade Environment
» Readiness in trade environment would invg

reducing dwell time at the ports, implemen
national single window and the Inter-State |
scheme

check points, among others;



» Trade Rules enforcement

» Readiness In terms of trade rules enforceme

READINESS » resolving issues delaying full implementatit
Trade Rules Customs cooperation agreements, harmoni
requirements and updating existing bi-latera

Enforcement between Nigeria, Chad and Niger to include c
border management;

» Securing the inclusion of import quotas in the S
Concessions for the ECOWAS Customs Union anc
reflecting import quotas in the AfCFTA Annexures ¢
of the mechanisms for addressing predatory trade
especially from non-African countries; and /

» developing and implementing a commop-trac
ECOWAS and AU.




>

Strateg;y>

Harnessing the huge opportunity that Africa and AfCFTA offer, sha
pursued with robust and enforceable safeguards against the risk of 2
origin and smuggling.

Attracting investment in the priority productive and services sectors is
building the capacity to harnessing the huge market opportunities in A

Nigeria has huilt significant capacity and competitive advantage in fihanc
(including insurance and pension) so the sector s contribution of $1.7bn ($
import and $0.36bn exports) or 5% of total services export points to spare ca
which can be deployed in Africa.

Nigeria can also utilize the opportunity of the AfCFTA to practices.

A strategy is required to attract private financing for some of the criticalltrade e
projects.

ow her local service capacity in education, health and transport sectors Jn
tackle the huge deficit in its balance of trade in services with the world.

predatory trade



AfCFTA AND NATIONAL DEVELOPMENT

» AfCFTA can complement Nigeria’s national development agenda and can act as a catalys
growth.

» It offers Nigerian products and services, preferential access to the huge African market wh
sources over 85% of its products imports from outside the continent. Preferential market
particularly important to Nigeria as lack of access to foreign markets was identified as
export of Nigeria s non-0il products to Africa and the world.

» It provides huge opportunities for manufactured products including Nigeria s priority export p
defined in the ERGP and the Industrial Revolution Plan and supports the backward integ
both of which will create significant number of jobs across skill levels.

» It provides immense opportunities for Nigeria § service companies to expand to Africa, especially
financial services, e-commerce and the digital economy, where Nigerian companies have built crit
capacity and have long desired to expand to Africa but were constrained by trade barriers which Af

will remove.
» AfCFTA will also liberalize education, health and transport services which account for 87% ¢
services imports, equivalent to net imports of $13.2bn in 2017. Liberalizing these set ’S Wi

Skl||S




R SKS AN D from outside the continent as made-in-Africa goods, to qualify

U N D ES | RAB LE entry routes of smuggled and undeclared goods will extend

manned and unmanned borders to include all neighbouring

IMPACTS  riskis high for Nigeria considering that:

» smuggling, under-reporting of imports and other forms of
origin remain a major challenge facing Nigeria in ECOWA

» 92% of Nigeria's imports come from the rest of the world
that should this threat materialize, both government revenug

Imports beyond what Africa can produce and trade as g




AFRICAN
COUNTRIES ™ The threat is further complicated by

capacity, resources and will on the p
LACK OF countries, to effectively and com
CAPACITY AND  their borders. Tackling this threat will req

WILL collective efforts at the highest level of ECC

guota restrictions, synchronizing Sensiti
Exclusive Lists, among other initiatives.




other

potential
short term
consequences

» A decline in government revenue by 1.5% (equivale
annum) and a decline in savings and GDP by 4.8% &
respectively;

» Interest rates will likely rise in the short term due to
credit to satisfy the export market. The exchange rate
pressured as imports grow faster than exports.

» Imports growing faster than exports may lead to detgrio

manuracturing sector. The surge will result in decline in ouj
emplcyment and investment in some of the segments, growt
and will have no effect on some segments.

There will be significant adjustment costs to manage the neg
and to take advantage of the opportunities. The adjustment c¢
include retraining workers in declining sectors to be able
employment in growing sectors, providing capital tgbusine
retool their plants to remain operational and atgracting ig
growing sectors in order to produce goods and services



» Over time, the short-term consequences ¢é
by broadening the income tax base which\w
government revenue by 2.71% (N237.8bn).
and export) with Africa and non-African cou

BROADENING which will attract further investments in the p
THE TAX BASE sectors. Interest rates which will rise in the\sho

rodulate in the long term as foreign investments
Ezxchange rate pressured in the short term will rec
appreciate as demand stabilizes and exports
Imports.

» The increase in production and service capaci
trade within and outside Africa will also create
opportunities for both low and highly ski




>

IS NIGERIA
READY FOR
AfCFTA ”

In terms of readiness for AfCFTA, the asse
that on the basis of the current state of Nige
and trade capacity, infrastructure and operg
Nigeria is “Not Ready” for the AFCFTA.

In relative terms, South Africa and Morocco\ra
In terms of readiness for AfCFTA. But despite the
ranking in Africa, they still rank at mid-tier |
wculd need to undertake additional work 1n some ¢
areas. For instance, South Africa needs to sort\out I
sector and human capacity challenges.

Egypt, Nigeria, Kenya and Botswana are somewhat re
require considerable additional work to optimize wr/
of AfCFTA. All other African countries are notre

AfCFTA and, in joining the AfCFTA, thelrstre
the AfCFTA as a driving force to i
requirements.



RE ADY7 capacity can be mitigated by positioni

trade liberalization ambition of zero tariffs on
of tariff lines and 10 years to remove tarififs on
items in the Sensitive List. So, a significant r /
of the readiness projects can be comple d
progressed significantly within the lifé of




ECOWAS REFORM

» As Chairman of ECOWAS, Nigeria has launched a reform p
for ECOWAS which will provide her with a solid foundation f
engagement with Africa especially in tackling predatory trade
practices, and expanding trade and investment opportunities fo
Nigerian exporters of goods and services.

» Negotiations on the Annexes of the AfCFTA Protocols on trade-in
goods, trade-in-services and dispute resolution are ongoing and
provide the opportunity for Nigeria to pursue robust safeguards
against the risk of abuse of rules of origin and smuggling. Cur

Nigeria attends these negotiations in Observer Capacity, as Chair
ECOWAS




» lack of reciprocity, for instance, Nigerian business continye
tariff barriers to trade and obstacles to visa procurement an

P R ACTI C AL traders in Ghana, bureaucratic delays and regulations that ha

|MP LEMENTATl similar complaints by Nigerian airlines operating in the subreg

» preference of African countries to trade with countries outside of /
ON ISSUES




CONCLUSION

» Substantial business opportu
In walit for Nigerian businesse
Africa in the wake of our sig
to the AfCFTA.

» Government and Business mu
their roles.






