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1. INTRODUCTION 

The Business Policy Programmes division of the COMESA Business Council (CBC), in 

particular, is mainly responsible for engaging the private sector in dialogue and advocacy 

initiatives with the objective of improving the competitive business environment in the 

Common Market for Eastern and Southern Africa region. Following the operationalisation 

of the African Continental Free Trade Agreement (AfCFTA) as of 01 January 2021, the 

Business Policy Programmes Division of CBC is undertaking further efforts to ensure that 

the private sector is able to effectively benefit from the opportunities provided under the 

AfCFTA.  

 

Therefore, to support the private sectors’ engagement under the AfCFTA and benefit from 

an improved business environment, CBC has undertaken to develop a position paper on 

one issue relating to developments around the AfCFTA.  This position paper constitutes 

an analysis undertaken by CBC on the implementation of Rules of Origin (RoO) in the 

AfCFTA.  This particular issue was selected on the basis of the challenges that the private 

sector face within Africa in adhering to stringent RoO. In that respect, this paper has 

identified the key challenges relating to the implementation of RoO to form the basis for 

CBC’s advocacy efforts to enable the private sector position itself to benefit from the 

AfCFTA.  

 

The methodology used to develop this paper was largely desk review and a series of 

interviews with selected sector players. The desk review took the form of detailed review 

of the AfCFTA Agreement and also the Annex on RoO. A comprehensive analysis of 

various literature relating to RoO in the AfCFTA was also undertaken.  

 

The paper is organised as follows; Section 2 outlines the background of the AfCFTA and 

section 3 provides analysis of the challenges relating to RoO in the AfCFTA. Section 4 

offers proposed recommendations for the implementation of RoO while section 5 provides 

a conclusion.  
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2. BACKGROUND OF THE AFCFTA 

 

The quest for a deeper level on integration within the African continent can be traced back 

to the post-colonial era in Africa but more significantly the signing of the Abuja treaty in 

1991. This treaty lays down the blueprint for African countries to create new Regional 

Economic Communities (RECs) that were envisioned to act as building blocks for creating 

the African Economic Community (AEC) – an African community that is integrated in 

economic, monetary, political, fiscal and cultural terms1. The Abuja treaty outlined 6 

sequential stages for Africa’s integration; these stages have not been followed to the 

letter. Initially, it was envisaged that each REC would have established a Free Trade Area 

(FTA) and Customs Union by 20172. The Customs Unions would them harmonise and 

amalgamate into a continental customs union, followed by a common market and 

subsequently, the AEC with a Monetary Union and a Pan African Parliament. 

Nonetheless, progress in the eight RECs recognised as building blocks for the AEC has 

been mixed with the majority progressing at a slow rate3.  

In 2012, at the African Union (AU) 18th Session from 29–30 January in Addis Ababa 

Ethiopia, African Heads of State and Government recognized that ‘the promotion of intra-

African trade is a fundamental factor for sustainable economic development, employment 

generation and effective integration of Africa into the global economy’ and decided to 

establish the AfCFTA by 2017. In doing so, they endorsed a framework, road map and 

architecture for fast-tracking the establishment of the AfCFTA and the Action Plan for 

Boosting Intra-African Trade (BIAT)4.  

 

The AfCFTA is one of 14 flagship projects for realising Africa’s long-term vision for 

inclusive growth and sustainable development known as ‘Agenda 2063: The Africa We 

Want’. Agenda 2063 aspires for a single continental market that allows the free movement 

of goods, services, persons and capital. This is recognized to be “… crucial for deepening 

 
1 OAU. 1991. Treaty Establishing the African Economic Union. Abuja: African Union   
2 UNECA, AU, and AfDB. 2017. Assessing Regional Integration in Africa VIII: Bringing the Continental Free Trade 
Area About   
3 Ibid; AfDB. 2019. African Economic Outlook 2019. African Development Bank, African Development Bank.   
4 International Trade Centre (2018). A business guide to the African Continental Free Trade Area Agreement. ITC, Geneva. 
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economic integration, and promoting agricultural development, food security, 

industrialization and structural economic transformation5.” Notably, the 2017 deadline 

was not met. However, traction was made in 2018 when African states signed the Kigali 

declaration to establish the AfCFTA. A year later in 2019, the AfCFTA entered into force 

30 days after the required number of countries (22) deposited their instruments of 

ratification with the Chairperson of the AU Commission. And in December 2020, African 

Union adopted the decision to commence trading under the AfCFTA Agreement on 1 

January 2021. Figure 1 presents a summary of Africa’s push towards a single market. 

 

Figure 1: Timeline of Africa’s Push towards a Single African Market 

 

Source: Authors’ construction  

Despite these initiatives, Africa’s integration record is not impressive. The situation is as 

disappointing, if not more so, with regards to intra-Africa trade, which has remained 

consistently low. In 2019, intra-Africa trade was valued at US$69 billion representing 15 

percent of Africa’s total trade, 5 percent lower than in 2018 (www.tralac.org). In essence, 

Africa exhibits the lowest intra-continental trade as a percentage of total trade compared 

to Latin America (35%), Asia (45%), and Europe (60%)6 as shown in Figure 2.  

 

 

 

 
5 AU. 2018. Agreement Establishing the African Continental Free Trade Area, p1.   
6 Bello, A. S., & Gass, J. (2018, April 3). Who are the winners and losers of Africa's new free trade agreement? [Web log 

message]. Retrieved from http://www.atlanticcouncil.org/blogs/africasource/who-are-the-winners-and-losers-of-africa-
snew- free-trade-agreement 
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Figure 2: Intra-Regional Trade across selected continents 

 

Source: Author’s construction based on ITC trade map data 

In addition, Africa exports over 80% of its output to non-African countries, while importing 

as much as 90% of items from non-African countries7 as shown in figure 3. 

Figure 3: Africa's Import and Export profile 

 

 

 

Given the dismal trade performance on the African continent, the AfCFTA has a set of 

objectives that aim to reverse this situation. The next subsection presents the objectives 

of the AfCFTA.  

 
7 Jordaan, A. C. (2014). Regional integration in Africa versus higher levels of intra-Africa trade. Development Southern 

Africa, 3, 515-534. 
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2.1 Objectives of the AfCFTA 

The overarching objective of the AfCFTA is to deepen economic integration in Africa in 

line with the continent’s Pan African vision of “an integrated, prosperous and peaceful 

Africa driven by its own   citizens, representing a dynamic force in the international arena.” 

The AfCFTA takes cognizance of the disparities in levels of development among state 

parties and aims to provide flexible, special and differential treatment and technical 

assistance to states with special needs. The general objectives of the AfCFTA agreement 

are summarized as follows: 

i) To create a single continental market for goods and services with the free 

movement of persons and capital; 

ii) To expand intra-African trade (trade between African states) through better 

harmonization and coordination of trade, implementation of trade facilitation 

measures and cooperation in infrastructure; 

iii) To enhance competitiveness at industry and enterprise level by exploiting 

opportunities for economies of scale, continental market access and an efficient 

allocation of resources; 

iv) To promote and attain sustainable and inclusive socio-economic development, 

gender equality and structural transformation of member states; 

v) To promote industrial development through diversification and regional value 

chain development, agricultural development and food security; and 

vi) To resolve the challenges of multiple and overlapping memberships and 

expedite the regional and continental integration processes. 

2.2 AfCFTA Status of Ratification 

It is notable that the AfCFTA has received unprecedented political support and 

commitment. After the signing of the agreement to establish the AfCFTA in March 2018, 

in just under 14 months, several countries had already signed and ratified the agreement. 

By 30 May 2019, the AfCFTA had entered into force for the countries that had deposited 

their instruments of ratification. To date, 548 out of 55 countries had signed the agreement 

while 42 African countries have ratified the Agreement, with 38 becoming State Parties 

 
88 Interestingly, only Eritrea is yet to sign the AfCFTA agreement. 
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after depositing their instruments of ratification with the depository.  Notably, 4 African 

countries, namely: Cabo Verde; Democratic Republic of Congo; Seychelles; and United 

Republic of Tanzania have ratified the Agreement but are yet still to deposit their 

instruments of ratification. Trading under the AfCFTA was delayed by 6 months owing to 

the COVID-19 pandemic. 

 

Figure 4: AfCFTA Ratification status 

 

 

 

Source: https://www.tralac.org/resources/infographic/13795-status-of-afcfta-

ratification.html 

 

 

 

 

 

 

 

 

 

https://www.tralac.org/resources/infographic/13795-status-of-afcfta-ratification.html
https://www.tralac.org/resources/infographic/13795-status-of-afcfta-ratification.html
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3. THE AFCFTA AND RULES OF ORIGIN  

 

The AfCFTA Agreement is a beginning point for more detailed negotiations on trade in 

goods and services, and other trade-related issues including competition, investment and 

intellectual property rights (IPRs). It currently comprises three frameworks namely an 

overarching establishment of the AfCFTA, a protocol on trade in goods and a protocol on 

trade in services which have formed the basis for phase I of negotiations. Negotiations 

on Investment provisions, IPRs and Competition policy issues will form the basis of the 

second phase of negotiations. 

Essentially, trade liberalization is not just limited to a schedule of tariff reductions. A major 

element of trade liberalization are RoO which determine if a product qualifies for 

preferential tariffs within a trade agreement, in this case the AfCFTA. Broadly, two 

categories of RoO exist namely non-preferential trade RoO and preferential RoO. The 

former are generally applied for purposes other than granting preferential tariff treatment. 

Examples of non-preferential RoO include the application of World Trade Organization 

(WTO) tariff rates or trade policy measures such as quotas, anti-dumping rules, or 

geographical indications and labeling requirements. On the other hand, Preferential RoO, 

which form the crux of this paper, relate to RoO applied under preferential trade 

arrangements, including regional trade agreements, customs unions, or preferential 

schemes in favor of a target group of countries.  

Through this definition of eligibility for participation in a preferential trade agreement, RoO 

act to prevent trade deflection, a scenario where products from nonparticipating countries 

are reexported at profit into a free trade area through participating countries with lower 

Most Favoured Nation (MFN) rates than the destination country. In addition, RoO can 

also provide incentives for industries to source intermediate inputs from within the FTA to 

qualify for preferential tariffs, potentially spurring the development of regional value 

chains9. 

 
9 Signe, L and Madden, P. (2020). Considerations for Rules of Origin under the African 
Continental Free Trade Area. Journal of African Trade  
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The details with respect to RoO, within the protocol on trade in goods for the AfCFTA, are 

provided for in Annex II of the agreement. This Annex provides for the basis upon which 

products can be granted originating status, and why, extending to the methods by which 

they are produced, domestically, regionally, and using international inputs. Without 

providing too much detail, the categories can be divided into two as follows: 

• Wholly obtained, meaning entirely produced (Article 5 of Annex 2). Included here 

are natural products,secondhand and scrap goods [which have been entirely 

grown, harvested, or extracted from the territory of a member country, or have 

been manufactured exclusively from those products; 

• Sufficiently worked or processed (Article 6 of Annex 2), meaning sufficient value 

has been added to them, according to criteria still being negotiated. This condition 

requires sufficient working or processing of externally sourced inputs, and is 

determined on the basis of three criteria: a Change in Tariff Classification (CTC), 

a minimum (or maximum) value added of internally sourced inputs as a percentage 

of the final product’s value, or specific production processes. 

Rules of origin additionally include regime-wide rules that apply to all products, which 

include cumulation10, tolerance/de minimis11, absorption/roll-up12, certification and 

transportation requirements13, prohibition of duty drawback14among others15. Figure 5 

summarises the criteria for determining preferential rules of origin.  

 

 
10 Cumulation relates to non-originating materials imported from a fellow member of a preferential trade agreement or from a 

specific third country. In other words, cumulation allows for non-originating inputs to qualify as originating if they are imported 
from other members of a free trade or preferential trade agreement or third countries specifically mentioned in the agreement. 
11 The rule stipulates a maximum percentage of non-originating materials that can be used in production without affecting the 

defined origin of a final product. 
12 This rule allows for non-originating materials that have acquired originating status by meeting specific processing requirements 
to maintain this status when used as inputs in a subsequent transformation. 
13 The rule on direct transport relates to the direct transport of preferential goods, to ensure that goods arriving in an importing 
country are strictly the same as those that were exported. Related provisions usually allow for goods to pass through or stop over 
in a third country if they remain under customs supervision. 
14 This rule prohibits the refund of tariffs on imported inputs that are later included in a final product exported to a fellow member 
of a preferential trade agreement. Such a refund would allow an exporter to benefit from a double preference and thereby create 
unfair competition. 
15 Medalla E.M., Balboa J.D., 2009. ASEAN Rules of Origin: Lessons and Recommendations for Best Practice, ERIA Discussion Paper 

Series 2009-17. 
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Figure 5: Criteria to determine preferential Rules of Origin 

 

 

Source: based on UNCTAD Economic Development in Africa Report 2019 (UNCTAD, 

2019) and Estevadeordal et al. (2009). 

 

Relooking at Article 6 of Annex II, we note that there is an important provision for product 

specific rules (PSR’s) stating that notwithstanding the foregoing coequal rules, certain 

goods only qualify for originating status if they satisfy specific rules for their qualification. 

This allowance for PSR’s came about due to the stipulation that the AfCFTA should 

account for RoO within existing RECs16. Due to this recognition, for any trade that takes 

place among countries that are party to such an arrangement, the pre-existing tariff 

regimes and associated regional RoO provisions and associated preferences will 

 
16 Signe, L and Madden, P. (2020). Considerations for Rules of Origin under the African 
Continental Free Trade Area. Journal of African Trade 
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continue to apply. The AfCFTA therefore adds a preferential trade regime for trade 

between countries where trade previously took place on a standard MFN basis, in other 

words, without any special preferences being available. The RECs in turn are seen as the 

building blocks of the AfCFTA17. Therefore, the AfCFTA RoO adopt a hybrid approach 

combining main origin criteria—that is, wholly obtained and substantial transformation 

(Articles 4–7 of the AfCFTA Annex on RoO)—and provisions anchored in the regime-

based RoO, such as the minimal operations rule (Article 7), cumulation (Articles 8 and 

31), principle of territoriality (Article 6), certification (Articles 17 and 21), and direct 

transportation (Article 30), among others. 

The AfCFTA RoO, as per Annex II of the Agreement, aim to deepen market integration 

at both regional and continental levels, boost intra-Africa trade while promoting regional 

and continent-wide value chains, and foster economic transformation through 

industrialization. The rules are therefore expected to serve as an instrument that 

contributes to boosting trade among African economies.  

Notably, negotiations for Rules of Origin under the AfCFTA are still ongoing even though 

substantial progress has been made so far.  As at May 202118, 82% of product lines 

covering 4411 global tariff lines at the Harmonised System (HS) level of the World 

Customs Organisation’s classification had been agreed upon. On trading documents, the 

certificates of origin, the origin declaration, and the supplier’s and producer’s declarations 

have been agreed upon. It had been anticipated that the RoO negotiations and 

outstanding tariff offers would be completed by mid-2021. 

 

There are outstanding negotiations for both general and product specific provisions. With 

regard to the general provisions, the outstanding issues for negotiation are19; definitions 

of ‘value added’ and how it will apply in the rules of origin, treatment of goods produced 

 
17 See https://www.tralac.org/resources/infographics/15214-afcfta-rules-of-origin-fact-sheet-
1.html#:~:text=Introduction%20to%20the%20AfCFTA%20RoO%20Key%20provisions%2C%20sectoral,origin%20crit
eria%20that%20apply%20equally%20to%20all%20products%29. 
 
18 See ibid 
19 See ibid 

https://www.tralac.org/resources/infographics/15214-afcfta-rules-of-origin-fact-sheet-1.html#:~:text=Introduction%20to%20the%20AfCFTA%20RoO%20Key%20provisions%2C%20sectoral,origin%20criteria%20that%20apply%20equally%20to%20all%20products%29
https://www.tralac.org/resources/infographics/15214-afcfta-rules-of-origin-fact-sheet-1.html#:~:text=Introduction%20to%20the%20AfCFTA%20RoO%20Key%20provisions%2C%20sectoral,origin%20criteria%20that%20apply%20equally%20to%20all%20products%29
https://www.tralac.org/resources/infographics/15214-afcfta-rules-of-origin-fact-sheet-1.html#:~:text=Introduction%20to%20the%20AfCFTA%20RoO%20Key%20provisions%2C%20sectoral,origin%20criteria%20that%20apply%20equally%20to%20all%20products%29
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in special economic zones due to the special competitive benefits for producers, value 

tolerance (de minimis) provisions, absorption principle. 

 

 As for the sector specific rules, the outstanding sectors for negotiation are ; Wheat Flour, 

Certain fish products (snoek; parts of prepared fish of Ch 16), Certain dairy products 

(buttermilk, cheese)Certain animal or vegetable fats (sunflower oil, etc.), Sugar, Certain 

juices (’other’ and ‘mixed’ juices) Certain tobacco products (cigars, other tobacco 

products), Articles of leather (incl. travel goods, handbags), Textile fabrics (most fabric, 

and some yarns), Clothing, Household textiles (most tariff lines outstanding) Motor 

vehicles and parts. 
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4. KEY CHALLENGES TO ENFORCING RULES OF ORIGIN IN AFRICA 

 

The decision by firms in Africa on whether to utilise the preferential tariff and nontariff 

preferences to which they will be entitled under the AfCFTA depends on the expected 

costs and benefits of doing so, and RoO are a critical determinant of these costs and 

benefits. In short, firms will consider what is commonly referred to as a preference margin 

which is defined as the difference between the applicable MFN tariff and the preferential 

tariff, and the costs of compliance with rules of origin of a specific free trade or preferential 

trade agreement20. Therefore, if RoO in the AfCFTA are too costly to be implemented by 

firms in Africa relative to the expected net benefits under third party arrangements, firms 

will rationally forego utilisation of preferences under the AfCFTA. RoO therefore have a 

direct impact on uptake of preferences and the rate of preference utilisation.  

This is even more telling in Africa given the large share of MSME’s in the private sector. 

Specifically, MSMEs provide an estimated 80 percent of jobs across the continent, 

representing an important driver of economic growth. Sub-Saharan Africa alone is 

estimated to have 44 million micro, small, and medium enterprises, almost all of which 

are micro21. 

To buttress this idea that restrictive rules of origin impede trade in Africa, the United 

Nations Conference on Trade and Development (UNCTAD) in its Economic Development 

Report 201922 assessed 20 products traded within Africa with the highest preference 

margins. Trade in these products provides theoretically high incentives to comply with 

RoO, to make use of preferential tariffs. The analysis showed that, in 2014–2016, the 

products with the highest margins were beverages, tobacco products, some meats and 

clothing. The analysis further indicated that the intra-African trade values in terms of both 

imports and exports of these 20 products were relatively low, with the exception of 

tobacco products, beer and spirits, knit T-shirts, wine and women’s suits and pants. This 

 
20 Signe, L., and Madden, A. P. (2020) Considerations for Rules of Origin under the African Continental Free Trade 
Area. Journal of African Trade.  https://doi.org/10.2991/jat.k.201205.001. 
21 https://www.csis.org/analysis/supporting-small-and-medium-enterprises-sub-saharan-africa-through-blended-
finance 
22 See United Nations Conference on Trade and Development (2019). Economic Development in Africa Report. 
Made in Africa Rules of origin for enhanced intra-African trade. United Nations Publications. New York.  



 

13 
 

may indicate that despite attractive preference margins, products cannot be easily 

sourced from within Africa. This could mean that exporters would rather forego the 

preferential rates and instead use the MFN rates. This is despite a proliferation of trade 

agreements across the continent.  

This underscores the idea that the restrictiveness of RoO critically depends on whether a 

trade area has the capacity to source the products in demand. In other words, if industries 

under a preferential trade agreement cannot import their products from within the 

agreement area because of a lack of availability and/or high compliance costs, the 

industries will source from outside and pay the MFN tariff. Therefore, the relevance of the 

preferential trade regime is a combination of the preference margin of the specific product, 

the demand for imports and the ability to import a product from within the preferential 

trade agreement area. 

At the core of these challenges is the cost of compliance to RoO. While many challenges 

can be analysed, this paper focuses on two issue namely complexity and heterogeneity 

of RoO across RECs and also the cost of compliance in terms of sourcing of inputs and 

administrative requirements. These two issues form the basis of discussions in ensuing 

sections.  

4.1 Complexity and heterogeneity of Rules of Origin across Africa 

Africa is home to thirty (30) RECs. The United Nations Economic Commission for Africa 

(UNECA) estimates that atleast 47 out of the 55 African countries are members of one 

REC. These arrangements are cumbersome to implement because the rules associated 

with a particular REC are unique.  

 

From a RoO perspective, the various trade arrangements encompass diversified RoO 

ranging from more flexible regime-wide rules (RWR) to more restrictive PSRs. Moreover, 

a number of countries belong to overlapping regimes as shown in Figure 6 which 

showcases the complexity of RECs across Africa through what is commonly referred to 

as a ‘spaghetti bowl.’  
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Examples include Botswana, Lesotho, Namibia, South Africa, and Swaziland, which are 

all members of the Southern African Customs Union (SACU) and Southern African 

Development Community (SADC) FTAs; Burundi and Rwanda are Economic Community 

of Central African States (ECCAS) members and state parties to the COMESA FTA and 

East African Community (EAC) Customs Union; and Kenya and Uganda are both 

members of COMESA FTA and EAC Customs Union. 

Figure 6: The Spaghetti Bowl - Overlapping Regional Integration in Africa 

 

Source: Adapted from UNCTAD Secretariat 

 

With respect to the various RECs across Africa, signatories to the AfCFTA have 

reaffirmed their rights and obligations under other trade agreements to which they are 

parties. Two principles outlined in article 523 of the agreement refer to the FTA’s of the 

RECs as building blocks for the AfCFTA and recognise best practices in these 

 
23 AU. 2018. Agreement Establishing the African Continental Free Trade Area 
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communities. Further, the text of the agreement guarantees the “acquis” obtained in the 

RECs. However, with regard to RoO, this seems like a daunting if not impossible task. 

Diverging provisions of RoO criteria among RECs (for example, the regional value content 

in some RECs versus tariff classifications in others) might not be reconcilable. Such 

divergence in RoO could push the private sector to produce and trade in a specific region, 

which can then undermine AfCFTA objectives to promote more continental trade. 

  

Further, exporters will be in a position to choose which agreement to use, subject to the 

concessions and the RoO which they need to comply with. For instance, a Zambian 

exporter could either use RoO under COMESA, SADC or the AfCFTA depending on the 

final destination of the product. This raises concerns about the implications of RoO across 

the continent especially where there might be conflicts. Further, it is dependent on 

whether the negotiated rules of origin enable or hinder preferential trade across Africa.  

 

This issue is important for consideration because RECs across the African continent use 

a combination of varying criteria to frame their RoO.  For instance, COMESA uses three 

options for calculating value content. The change in tariff classification criterion is 

established and consists mostly of specifications at the chapter and heading levels. 

COMESA does not have a tolerance rule but permits diagonal cumulation and has made 

provisions for the absorption rule. The common market also provides simplified 

procedures for small-scale traders subject to validation by the relevant authorities.   

 

On the other hand, the EAC does not have a general value content percentage criterion 

applicable to all products but is rather product-specific based. Notably, it applies a change 

in tariff classification criterion with most of the specifications at the chapter and heading 

levels. The EAC also allows for diagonal cumulation and tolerance and absorption rules 

while permitting exporter declarations for small consignments.  

 

The ECCAS applies a uniform percentage across all products—a minimum of 30% of the 

regional value content. The community allows for diagonal cumulation and absorption, 

but has not made provisions for a tolerance rule. ECOWAS member states also uniformly 
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established a minimum of 30% of the regional value content across all products. It does 

not make explicit reference to cumulation in the legal text but seems to apply it under 

Article 2 of its Trade Liberalization Scheme. ECOWAS does not have provisions for 

tolerance and absorption rules. The SADC FTA does not apply a general ad valorem 

percentage criterion. Markedly, self-certification, which is a subject of discussion in latter 

stages is not allowed in any regional economic communities.  

 

This discussion highlights the degree of heterogeneity in the RoO applied through various 

trade agreements across Africa (at REC levels). The challenge for negotiators within the 

AfCFTA has therefore been to arrive at harmonised RoO that take into account the 

various RoO criteria among the RECs in Africa. However, harmonization has proven to 

be difficult, if not impossible, at sub-continental or continental levels. The rules that have 

been developed, so far, are largely product specific and differ, to a large extent with rules 

across the RECs on the continent.  

 

By belonging to several RECs simultaneously, compliance requirements are duplicated 

and complicated. Further, different sets of RoO are met by the same product in different 

countries of origin and markets24. This status quo remains unchanged even with the 

coming of the AfCFTA. The prevailing rules will stay in place for intra- REC trade, and 

because product-specific rules of origin are typically more difficult to meet compared to 

general rules, exporters facing product-specific rules of origin will incur higher costs than 

those facing only general rules. This may entice the business community into maintaining 

the status quo which may prove more appealing; for example, they may stick to trading 

only within existing RECs, with few incremental gains arising from consolidating the 

regional market. 

 

In addition, multiple, overlapping, and inconsistent agreements have increased the costs 

of regulation to prevent trade deflection and to ensure compliance with RoO25. As 

 
24 Ibid 

25 
See Manchin, Miriam and Pelkmans-Balaoing, Annette O., Rules of Origin and the Web of East Asian Free Trade Agreements 

(July 1, 2007). World Bank Policy Research Working Paper No. 4273, Available at SSRN: https://ssrn.com/abstract=999483
 

https://ssrn.com/abstract=999483
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indicated earlier, this is worsened by the prominence of MSME’s across the African 

continent. The MSME’s are largely unable to adhere to these stringent rules.  

 

The several dissimilarities in prevailing RoO across Africa make their harmonization 

nearly impossible26. The AfCFTA was initially touted as a continental framework that could 

therefore serve as an overarching framework for REC trade rules. This may not have 

been entirely achieved and it creates a number of implementation challenges for the 

business community.  

4.2 Cost of productive and administrative compliance to Rules of Origin 

Beyond the multiplicity of RoO in the RECs within Africa, the private sector is also faced 

with the challenge of compliance with administrative and productive requirements. 

Negotiators of the RoO arrived at PSR’s rather than to rely primarily on an across-the-

board rule. This allows for a tailored approach to the specifics of each product, but at the 

same time it increases information costs, especially for MSME’s (majority of firms across 

Africa) who will need to learn how to navigate these different rules and make sure they 

found and applied the correct rule and followed all the procedures. Moreover, customs 

authorities and issuing bodies will need to understand all these different rules and 

correctly apply the relevant procedures, such as verification and audits. 

 

This approach also comes at the expense of differentiated rules that would have 

recognized the limited implementation capabilities of some countries. An alternative 

option would have been to provide a differential treatment in terms of PSR for Least 

Developed Counties (LDC’s) as done in some Asian FTAs or Latin American FTAs where 

LDC parties or smaller economies face less stringent PSR. Instead, the difference in 

development across members will be captured solely through asymmetric tariff 

liberalization schedules. 

 

 
 
26 Draper P., Chikura C., Krogman H., 2016. Can rules of origin in sub-Saharan Africa be harmonised? A political economy 

exploration. Discussion Paper, No. 1/2016, Deutsches Institut für Entwicklungspolitik (DIE), Bonn.; Gillson I., 2010. Deepening 
regional integration to eliminate the fragmented goods market in Southern Africa. World Bank. Africa Trade Policy Note. Note 
No. 9. 
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Thus, despite the adoption of coequal rules, and particularly low value-added 

requirements within the AfCFTA, the main barrier toward simplification comes from PSRs 

enacted to retain the acquis of RECs and address the varying concerns of the 

heterogeneous parties to the AfCFTA.  

 

According to the International Trade Centre (ITC)27 a detailed forensic inspection of the 

RoO presently adopted by the AfCFTA, and preliminary analysis of the restrictiveness 

analysis of the agreed PSRs point in the direction of rules close to those prevailing in 

SADC and an overall high PSR restrictiveness.  

 

In general, the costs of complying with PSRs are high. On a case-by-case basis, exporters 

must obtain information about all specific rules which apply to their products; source 

intermediate inputs from qualifying countries; and then document compliance, which may 

involve different accounting and certifying processes for different products. An 

examination of East Asian free trade agreements shows that PSR’s tend to increase 

costs. The proliferation of FTA’s in East Asia has created a complex and inconsistent web 

of rules of origin that often limits the use of trade preferences by increasing information 

and transaction costs28. 

 

The ability to source inputs either domestically or from within the free trade area is also 

of critical importance. The restrictiveness of RoO depends on whether exporters have the 

capacity to source inputs either domestically or, if allowed, from other countries within the 

trade area. If exporters cannot import inputs from within the agreement area because of 

unavailability or high costs, they will instead source inputs from nonparticipating countries 

and export at MFN tariff rates. 

 

Restrictive existing RoO and related costs—in terms of both production and 

administration—across Africa are well documented. Very restrictive RoO and stringent 

 
27https://www.researchgate.net/publication/352028717_Closing_in_on_Harmonizing_Rules_of_Origin_for_AfCFT
A_Anatomy_of_Reconciliations_and_Remaining_Challenges_Closing_in_on_harmonizing_Rules_of_Origin_for_AfC
FTA_anatomy_of_reconciliations_and_remaining_c 
28 (Haddad, 2007; Manchin and Pelkmans-Balaoing, 2007). 
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local content requirements might result in businesses producing non-competitive final 

goods, which might also adversely affect investment decisions. High compliance costs 

reduce utilization offered by regional trade preferences. For example, evidence suggests 

that the SADC’s strict ‘‘double transformation” RoO, which require fabrics and yarn for 

garment manufacturing to be produced within the community, have weighed negatively 

on intra-regional trade in textile and garments. A key argument is that garment producers 

operating from the SADC are not able to source inputs of competitive quality (e.g., yarn 

and fabric) within the region. As a result, intra-SADC trade for textile and garments is 

argued to have decreased significantly in favour of garment imports from South East 

Asia29. 

 

In general, African value chains are not well developed. Furthermore, participation in 

Global Value Chains (GVC’s) is extremely low, particularly for sub-Saharan African 

countries, and participation generally occurs at the beginning of GVCs through the export 

of commodities30.  

 

Another key cost component of RoO across Africa relates to the administrative 

requirements for compliance. RoO administrative requirements can be costly if the 

process is not efficient. In exporting countries, businesses must prove the originating 

status of their goods through a set of documents, including certificates of origin, to enjoy 

AfCFTA preferential tariffs. In the partner importing country, customs authorities or any 

competent agency might request further verification upon the importation of goods in case 

they have doubt on the exporting country, or if they do not trust the process of issuance 

of the certificate.  

In this sense, some of the primary costs from rules of origin come from complying with 

certification requirements (in addition to sourcing qualifying inputs). Furthermore, the fixed 

 
29 Iwanow T., 2011. SADC Rules of Origin in textile and Apparel: review and policy options. Technical report 
commissioned by AECOM International Development, and submitted to United States Agency for International 
Development (USAID). Available from: https://www.satradehub.org/  
images/stories/downloads/pdf/SamplePDFs/Sample_PDF-1.pdf. 
30 Songwe V., 2019. Intra-African trade: a path to economic diversification and inclusion, in: Africa Growth Initiative (Ed.), 

Foresight Africa: Top Priorities for the Continent in 2019, Brookings Institution, Washington, DC, pp. 97–104. 
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costs of certification tend to disproportionately affect MSMEs with lower trade volumes 

and LDCs with lower customs capacity, creating large barriers to their participation in free 

trade areas and thus in regional value chains31. 

 

In a simplified model, as the cost of certification approaches zero, exporters will comply 

with rules of origin when profits from the preference margin are greater than the costs of 

inputs. However, when the costs of certification are high, some exporting firms’ costs may 

exceed their profits from trading under the AfCFTA, and they may thus cease to do so. 

Figure 7 shows a stylized depiction of this constraint: low certification costs result in an 

additional exporting firm (Firm B) trading under the AfCFTA. 

  

Figure 7: effect of certification costs on trade under African Continental Free Trade Area 

(AfCFTA). 

 

 

Source: Adapted from Signe, L. and Madden, P. (2020).  

 

Among Africa’s RECs—none of which allow for self-certification—compliance with 

certification requirements and procedures is challenging because of the low capacity of 

 
31 UNCTAD, 2019. Economic Development in Africa Report 2019: Made in Africa – Rules of Origin for Enhanced Intra-African 

Trade, United Nations, Geneva, Switzerland. 
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customs authorities32. Muluvi et al. (2012)33 find that within the EAC, the procedure for 

obtaining a certificate of origin is difficult and lengthy, and imposes high costs on exporting 

firms.  

 

To further illustrate the cost of complying with administrative requirement in Africa, Gilson 

(2010)34 provided evidence from the southern African region suggesting that South Africa-

based Shoprite, one of Africa’s largest food retailers, spent up to US$5.8 million per year 

to adhere to trade rules and formalities, including requirements for certificates of origin, 

to secure US$13.6 million in duty savings under regional trade preferences. The same 

author went on to note that Woolworths, operating from South Africa, refrained from using 

SADC preferences in trading regionally produced food and clothing, but opted to pay full 

tariffs due to the costly process of administering RoO documentation. 

 

The administrative costs induced by RoO are even higher for complex rules driven by a 

product-by-product approach. Considering that thus is the approach on which AfCFTA 

RoO partly rely, exporters could face excessive RoO compliance costs thereby making 

non-compliance a cheaper solution. 

 

 

 

 

 

 

 

  

 
32 ibid 
33 Muluvi A., Kamau P., Githuku S., Ikiara M., 2012. Kenya’s trade within the East African community: institutional and 
regulatory barriers, in: Africa Growth Initiative (Ed.), Accelerating Growth through Improved Intra-African Trade, Brookings 
Institution, Washington, DC, pp. 20–23. 
34 Gillson I., 2010. Deepening regional integration to eliminate the fragmented goods market in Southern Africa. World Bank. 

Africa Trade Policy Note. Note No. 9. 
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5. TOWARDS A FRAMEWORK FOR IMPLEMENTATION OF ROO 

 

In light of the preceding discussions, the successful enforcement of RoO and their 

preferred outcomes will not happen automatically. A combination of interventions are 

required to attain these objectives. This section outlines some of these interventions that 

are critical for effective enforcement of RoO under the AfCFTA. 

5.1 Develop Simplified Trade regime within the AfCFTA for low value consignments  

MSME’s that form the largest share of the private sector in Africa are bound to struggle 

with adherence to complex RoO, specifically the PSR’s.  Further, the administrative costs 

of certification, for instance, and the sourcing of inputs from with the AfCFTA are likely to 

be beyond the reach of most SME’s most of whom trade in low value consignments. As 

such, developing a continental Simplified Trade Regime (STR) will be essential to support 

MSME’s. This will allow for movement of goods based on low value of consignments to 

support small cross border traders especially women and youth using the best practice 

of some of the RECs such as COMESA which has a STR for consignments below US$ 

2000. 

An approved AfCFTA simplified certificate of origin (SCOO) can be developed to exempt 

consignments of goods that originate in the AfCFTA and are valued below a threshold 

that will be agreed upon. In that regard, the AfCFTA can draw on the existing thresholds 

among the various RECs that currently have such mechanisms.  

 

5.2 Harmonise Rules of Origin within RECs  

As discussed in earlier sections, RoO regimes under various trade agreements among 

African countries are heterogeneous. This has the potential to undermine well-functioning 

AfCFTA RoO. Since the AfCFTA recognises RECs as ‘building blocks,’ this essentially 

implies that existing trade rules at regional levels should be maintained. However, for 

RoO, this a daunting and nearly impossible task since diverging RoO criteria among 

RECs might not be reconcilable.  As such, we propose that RECs should gradually 

develop new sets of RoO within their agreements that will be aligned with the AfCFTA 

RoO positions. This will contribute to better harmonisation and efficient use of RoO 
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guidelines. Further, this solution will address the much talked about issue around 

overlapping REC membership with respect to the proliferation of RoO.  

5.2 Develop efficient administrative procedures through digitalization of trade and e-

Certification of Origin 

Throughout this paper, we have demonstrated how trade practices partly determine 

administrative costs associated with RoO compliance. Therefore, the success of trade 

across the African continent, including the AFCFTA, will increasingly be determined by 

the extent to which digitalisation is mainstreamed within the various trade facilitation 

measures. While the AfCFTA agreement is cognisant of this and encourages use of 

integrated electronic systems, this could be made even more efficient if countries can 

adopt Electronic Certification of Origin. This will help the private sector avoid carrying of 

heavy physical paper documents which can increase the costs of RoO compliance. E-

certification can also help MSME’s by leveling the playing field to better integrate into 

regional value chains. The system can build on what is already existing in some RECs 

such as COMESA which adopted an e-Certificate of Origin (e-CO). The AfCFTA 

Agreement has provisions for the use of e-certification and while this is not compulsory, 

the existence of such initiatives in the RECs and also the general push to digitalise such 

facilities should make such a transition almost a given. 

In addition, it is vital that the AfCFTA’s certification costs are reduced as much as possible 

to maximize the number of exporters able to trade under the AfCFTA. To further reduce 

the costs of compliance, information regarding RoO should be widely distributed. 

Improved data and sharing on African firms producing intermediate inputs would also 

reduce information costs, making the development of regional value chains and increased 

trade under the AfCFTA more likely.  

5.3 Capacity building for relevant stakeholders on AfCFTA RoO 

Although African countries have been dealing with RoO under their RECs and also within 

the context of multilateral trading arrangements, capacity building on AfCFTA RoO is 

essential for their efficient implementation. This should be a prerequisite for customs 

officials to enable them verify compliance and provide support to the private sector. In 

addition to capacity building for customs officials, there is also need for capacity building 
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targeted at the private sector to enable them understand the interplay between AfCFTA 

RoO and existing trade rules. To enable the private sector understand the RoO and use 

them efficiently, translating the RoO into various languages at regional and national levels 

should be desirable.  

The capacity building activities could be preceded by a needs assessment at national and 

regional levels. Dedicated programmes, including online tools to capacitate stakeholders 

(public and private) can then be put in place. We also propose the development of a digital 

tool box   for RoO that can be easily developed under the framework of the AfCFTA. The 

digital tool box can contain online training materials, a web-based information repository 

of the provisions of AfCFTA RoO, information sharing, and a help desk, among others. It 

is important that the digital platform is translated in the main local languages to reach a 

wide range of users while ensuring they are business-friendly. The development of such 

a digital toolbox could be developed by the AfCFTA national implementation committees 

at the national level, by RECs at the regional level, and by the AfCFTA secretariat at the 

continental level. 

5.4 Provision of targeted support to countries (LDCs) and businesses (SMEs) 

The capacity to implement trade agreements is often limited in LDC’s atleast compared 

to non-LDC’s.  With respect to the AfCFTA, LDC’s have preferential treatment in 

implementing period for liberalization of trade in goods. The scheme provides for a longer 

period of liberalization for LDC’s as a response to their concerns suffering more 

adjustment costs and output contraction in less competitive sectors – Africa has 14 of the 

world’s 33 LDC’s . With respect to RoO LDC’s, have raised concern about their limited 

capacity to understand the rules. The LDC’s have not been provided with differentiated 

RoO which would have considered their weak and relatively less sophisticated production 

capacities. In this respect, we propose that technical assistance programmes for LDC’s 

should first target LDC’s. Under the WTO, Enhanced Integrated Framework (EIF) is one 

such intitiative that provides support to LDCs by addressing trade constraints with a view 

to better integrating Global Value Chains (GVCs). Within the AfCFTA, such frameworks 

with similar objectives can be created and hosted by the secretariat. The ultimate 

objective would be to provide financial and technical support for African LDCs to help 
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them cope with trade-related constraints and strengthen their integration to Regional 

Value Chains.  

As discussed in earlier sections, compliance costs could impede the ability of MSME’s to 

adhere to AfCFTA RoO’s. In that regard, capacity building to this group will be critical in 

the form of direct financial support provided through group certification schemes, 

business communities such as chambers of commerce and industry, associations of 

traders and manufacturers, customs brokers, and Government dedicated funds. In 

addition, the creation of dedicated online tools for e-certification of RoO can provide SMEs 

with the opportunity to minimize compliance costs.  
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6. CONCLUSION 

Rules of Origin are essential in the utilisation of preferences within a trade agreement. 

With respect to the AfCFTA, we have shown that growth in intra-Africa trade is partly 

dependent on the ability of firms to utilise preferences provided through RoO. With 

respect to RoO in the AfCFTA, negotiators agreed on rules that are largely product 

specific, setting out a rule for each product, stipulating the level of local content that must 

be produced in one or more African countries. This is in the wake of varying demands 

across the continent where some countries favour a low local content. They prefer to use 

products with significant imported content from outside the continent, with minimal 

assembly on the continent, and then exported to other African markets. During the 

negotiation process, negotiators worked to build sufficient consensus on the minimum 

level. So far, there has been agreement on 81% of product lines, covering 4411 of global 

tariff lines at the HS6 level of the World Customs Organization’s classification.  

We show that the implementation of AfCFTA RoO is beset by a number of challenges 

such as the multiplicity of RECs, all with varying RoO. This has the potential to limit the 

effectiveness of the AfCFTA as the business community could decide to maintain the 

status quo by regionalizing trade in their RECs given the existence of more flexible RoO. 

The lack of harmonisation in RoO also creates a cost for businesses.  

Another challenge facing the business community with respect to RoO is the cost of 

sourcing inputs within Africa to meet the set criteria especially among LDC’s where 

MSME’s form the bulk of businesses. This is in addition to the administrative costs of 

compliance with administrative requirements which we have shown to be costly if the 

process is not efficient.  These costs relate to the documentary requirements for 

certification among others. 

To ensure that the RoO are efficiently administered for the private sector, we propose a 

raft of measures that can be implemented. These include: development of a Simplified 

Trade Regime which will allow movement of goods based on low value of consignment 

to support small cross border traders; harmonisation of RoO in the RECs; Developing 

efficient administrative procedures through digitalization of trade and e-Certification of 
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Origin; Capacity building for relevant stakeholders on AfCFTA RoO; Provision of targeted 

support to countries (LDCs) and Businesses (SMEs).  

7. RECOMMENDATIONS 

 

In view of the analysis undertaken in this paper, we make the following recommendations 

for consideration by the organs within the AfCFTA: 

(i) Develop Simplified Trade Regime which will allow movement of goods based 

on low value of consignment to support small cross border traders especially 

women and youth;  

(ii) Prioritise harmonisation of Rules of Origin within RECs; 

(iii) Develop efficient administrative procedures through digitalization of trade and 

e-Certification of Origin; 

(iv) Implement Capacity building for relevant stakeholders on AfCFTA RoO; 

(v) Provide targeted support to countries (LDCs) and businesses (SMEs). 
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