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Introduction

The Agreement Establishing the African Continental Free Trade Area (AfCFTA) entered
into its operational phase on 1 July 2019 with 54 signatory countries. By June 2020, 30
countries had ratified the Agreement.’ The Agreement includes the Protocol on Trade
in Goods, the Protocol on Trade in Services and the Protocol on Rules and Procedures
on the Settlement of Disputes. In addition, the Agreement also paves the way for the
adoption of rules on investment, competition and intellectual property rights which are
the topics for the second round of negotiations. Negotiations on trade in services (part
of phase 1) in the second half of 2020 will culminate in the submission of schedules of
commitments by States parties.

As traditionally defined, services are typically intangible in form, with service delivery
at times being inseparable from the service provider and requiring the immediate con-
sumption by a consumer in order for the service to effectively be rendered. That is the
case in traditional services industries, such as hospitality and transportation. In contrast
to trade in goods, services involve access to and utilization of, property or resources,
rather than their ownership. Inthe digital age, in which the dynamics of production, trade
and work are being changed by technologies, the nature and delivery of services is also
being transformed, and new modalities for trading in services are opening up through
e-commerce.

Furthermore, when assessing the contribution of services to trade in manufactured
items, it becomes apparent that as much as 45 per cent of trade in intermediate goods
world-wide is composed of embedded and/or embodied services (see box 1 for the clas-
sification of services in modern productive systems). Services constituted 23 per cent
of total global trade in 2018 (UNCTAD, 2019b), and services sectors account for a sig-
nificant proportion of economic activity and output in Africa. Thus, they are crucial to
the implementation of the continent’s economic integration and development agenda; in

1 The Agreement entered into force on 30 May 2019, 30 days after the twenty-second instrument of ratification

was deposited.
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Box 1: Classification of services in modern productive systems

Services in modern productive systems can be classified in three ways: stand-
alone, embedded and embodied. Stand-alone services are those that are offered
independently, or which constitute the core of a productive structure. An exam-
ple is a restaurant, which offers diners hospitality services.

Embedded services are those that are provided as part of a value chain that
contributes to the delivery of the final good. For example, one of the embedded
services involved in the sale of an Ethiopian rose in a South African market would
typically be chilled air cargo service.

Embodied services are those that are delivered using a good as a medium. A
typical example is an application or software used on a mobile devicwe. It exists
independently from the device but relies on the latter to be delivered and con-
sumed.

Source: (Shepherd, 2019).

2017,0over 53 per cent of the continent’s aggregated gross domestic product (GDP) was
attributed to services sectors. In most African countries, services sectors accounted for
up to 49 per cent of GDP (AfDB, AU, ECA and UNCTAD, 2019). There are opportunities
for growth in African services sectors, since the World Trade Organization estimates
that services as a share of global trade could increase by 50 per cent by 2040 (WTO,
2019). Thus, the importance and potential of services to propel trade-led growth of an
economy, including to serve as a driver for trade in goods, cannot be underestimated.
Against that backdrop, services sectors are especially crucial for African countries when
considered in the context of the increasingly young populations and the imperative of
creating decent and productive employment.

Inthat light, the AfCFTA Agreement may provide opportunities to unleash the potential
of the African services economy. In order for that to happen, services trade negotiations
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