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Game changer? African leaders launch free-trade zone
Potential for Africa’s $3.4tn economy is massive, but hurdles remain

NIAMEY, Niger: Nigerian President Muhammadu Buhari signs an agreement ahead of the lauching of the African Continental Free Trade Area (AfCFTA), during African Union summit in Niamey,
Niger, yesterday. — Reuters

NIAMEY: African leaders met yesterday to launch a conti-
nental free-trade zone that if successful would unite 1.3 bil-
lion people, create a $3.4 trillion economic bloc and usher
in a new era of development.

After four years of talks, an agreement to form a 55-
nation trade bloc was reached in March, paving the way for
yesterday’s African Union summit in Niger where attendees
were to unveil which nation would host the trade zone’s
headquarters, when trading would start and discuss how
exactly it would work.

It is hoped that the African Continental Free Trade Area
(AfCFTA) - the largest since the creation of the World
Trade Organization in 1994 - will help unlock Africa’s long-
stymied economic potential by boosting intra-regional
trade, strengthening supply chains and spreading expertise.
“The eyes of the world are turned to Africa,” Egyptian
President and African Union Chairman Abdel Fattah Al-Sisi
said at the summit’s opening ceremony. AfCFTA “will rein-
force our negotiating position on the international stage. It
will represent an important step.”

Africa has much catching up to do: its intra-regional

trade accounted for just 17 percent of exports in 2017 ver-
sus 59 percent in Asia and 69 percent in Europe, and
Africa has missed out on the economic booms that other
trade blocs have experienced in recent decades.
Economists say significant challenges remain, including
poor road and rail links, large areas of unrest, excessive
border bureaucracy and petty corruption that have held
back growth and integration.

Members have committed to eliminate tariffs on most
goods, which will increase trade in the region by 15-25
percent in the medium term, but this would double if these
other issues were dealt with, according to International
Monetary Fund (IMF) estimates. The IMF in a May report
described a free-trade zone as a potential “economic game
changer” of the kind that has boosted growth in Europe
and North America, but it added a note of caution.
“Reducing tariffs alone is not sufficient,” it said.

Divergent interests 
Africa already has an alphabet soup of competing and

overlapping trade zones - ECOWAS in the west, EAC in

the east, SADC in the south and COMESA in the east and
south. But only the EAC, driven mainly by Kenya, has made
significant progress towards a common market in goods
and services.

These regional economic communities (REC) will con-
tinue to trade among themselves as they do now. The role
of AfCFTA is to liberalize trade among those member
states that are not currently in the same REC, said Trudi
Hartzenberg, director at Tralac, a South Africa-based trade
law organization.

The zone’s potential clout received a boost on Tuesday
when Nigeria, the largest economy in Africa, agreed to sign
the agreement at the summit. Benin has also since agreed
to join. Fifty-four of the continent’s 55 states have signed
up, but only 25 have ratified. One obstacle in negotiations
will be the countries’ conflicting motives. For undiversified
but relatively developed economies like Nigeria, which
relies heavily on oil exports, the benefits of membership
will likely be smaller than others, said John Ashbourne, sen-
ior emerging markets economist at Capital Economics.

Nigerian officials have expressed concern that the

country could be flooded with low-priced goods, con-
founding efforts to encourage moribund local manufactur-
ing and expand farming. In contrast, South Africa’s manu-
facturers, which are among the most developed in Africa,
could quickly expand outside their usual export markets
and into West and North Africa, giving them an advantage
over manufacturers from other countries, Ashbourne said.

The presidents of both countries are attending the sum-
mit. The vast difference in countries’ economic heft is
another complicating factor in negotiations. Nigeria, Egypt
and South Africa account for over 50 percent of Africa’s
cumulative GDP, while its six sovereign island nations rep-
resent about 1 percent.

“It will be important to address those disparities to
ensure that special and differential treatments for the least
developed countries are adopted and successfully imple-
mented,” said Landry Signe, a fellow at the Brookings
Institution’s Africa Growth Initiative. Regulations governing
rules of origin, removal of non-tariff barriers and the devel-
opment of a payments and settlements system are expect-
ed to be unveiled at the summit. — Reuters

Saudi carrier 
flyadeal ditches 
Boeing MAX 
for Airbus
RIYADH: Saudi budget carrier flyadeal has withdrawn a
provisional order for Boeing’s grounded 737 MAX jets,
the US plane maker said yesterday, as the airline con-
firmed a new order for Airbus A320 aircraft. “We under-
stand that flyadeal will not finalize its commitment to the
737 MAX at this time given the airline’s schedule
requirements,” a Boeing spokesman said. The carrier’s
provisional order was for “up to 50 MAXs-commitment
for 30 and then options for 20 more”, the Boeing
spokesman added.

In a separate statement, flyadeal said it will operate an
all-A320 fleet. “Flyadeal announces a significant growth
to its fleet, with an order for 30 A320 NEO aircraft, and
options for a further 20 A320 NEO family aircraft,” the
carrier said, adding that deliveries will begin in 2021.

“This is in response to continuing growth in passenger
demand across domestic, regional and international
routes.” Boeing is under global scrutiny after crashes of
737 MAX planes operated by Ethiopian Airlines and
Lion Air that claimed a total of 346 lives. The MAX was
grounded globally after the Ethiopian Airlines crash in
March and there is still no firm timetable for returning the
planes to service.  Boeing said Wednesday it would give
$100 million (89 million euros) to communities and fami-
lies affected by the 737 MAX disasters. Flyeadeal is a
subsidiary of Saudi Arabian Airlines and flies to a range
of domestic destinations across the kingdom.  —  AFP

Turkish cenbank 
chief ousted for 
refusing rate 
cuts: Erdogan
ANKARA: Turkish President Tayyip Erdogan sacked the
central bank governor for refusing the government’s repeat-
ed demands for rate cuts, Hurriyet newspaper yesterday
quoted Erdogan as telling a meeting with his party’s law-
makers. Governor Murat Cetinkaya, whose four-year term
was due to run until 2020, was replaced by his deputy Murat
Uysal, a presidential decree published early on Saturday in
the official gazette showed.

“We told him repeatedly in economy meetings that he
should cut rates. We told him that the rate cut would help
inflation to fall. He didn’t do what was necessary,” Erdogan
was quoted as saying. 

The daily Hurriyet said Erdogan gave his explanation for
sacking Cetinkaya, almost a year before his term was due to
end, during a consultation meeting in Istanbul with the mem-
bers of his ruling AK Party.

“We weren’t on the same page,” Erdogan added. No offi-
cial reason was given for the sacking, but government

sources cited Erdogan’s frustration that the bank has kept its
benchmark interest rate at 24% since last September to
support the ailing lira currency. In a written statement on
Saturday, Uysal said he would independently implement
monetary policy instruments focused on achieving and
maintaining the primary objective of price stability.

Despite the new governor’s assurance, critics say the
move once again showed that Erdogan was in full control of
the monetary policy, and that Turkey would witness a period
of rapid rate cuts. “The sacking of the governor of the CBRT
by presidential decree shows that Erdogan is in charge of
monetary policy,” said Wolfango Piccoli, of the London-
based political risk consultancy Teneo.

“The decision significantly undermines whatever credibil-
ity the CBRT had left. It also signals that overall institutional
degradation continues unabated,” he added. Under Turkey’s
new executive presidency, which came into effect last year,
Erdogan does not need cabinet approval to change the cen-
tral bank governor. A senior Turkish economist also said
Erdogan’s surprise dismissal of Cetinkaya could further
undermine perceptions of the bank’s independence.

“While the debate regarding the central bank’s inde-
pendence continues, removing Cetinkaya, who apparently
resisted some measures, and replacing him through an
unusual method will only fuel this debate,” the senior econo-
mist told Reuters. “We will see how he can convince the
markets for a rate cut at a time when the independence is
increasingly doubtful.”—Reuters


