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Africa is one of the most economically integrated continents in terms of 

the number of regional trade agreements within the region, but trade be-

tween African countries remains only around 10% of Africa's total trade, 

much lower than levels observed in other continents. Since the 1990s, 

along with the IMF and World Bank's economic development programs, 

as well as developed countries' economic aid plans, many African coun-

tries have opened their markets and implemented about 30 regional 

trade agreements.1 Thus, each African country is a member of at least 

one regional trade agreement. In addition, the largest regional trade 

agreement, which will represent a larger population than NAFTA or the 

EU and one similar to that covered by the Trans-Pacific Partnership 

(TPP), was initiated in Africa (Tripartite Free Trade Area, TFTP) in 2015. 

The trade and economic growth trend of African countries, however, is 

often used as a clear example that shows how economic integration 

does not guarantee an increase in trade, because Africa still accounts  

1 Regional trade agreements refer to any kind of international trade agree-

ment, including free trade agreements, customs unions, common markets, 

and economic unions, in a region. 

The Impact of Political  
Instability on Trade Agreements 
in Africa 

January 5, 2017 

mailto:jwjung@kiep.go.kr


The Impact of Political Instability on Trade Agreements in Africa 2 

for barely 3% of world GDP and trade, whereas about 15% of world population lives in the 

continent.   
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Many policy analyses examine several reasons behind the unsuccessful regional trade 

agreements in Africa, and the major issues have proven to be a lack of transportation and 

infrastructure, failure in the diversification of industries, and political instability and conflict. In 

particular, domestic political instability and international conflict is a main source of uncertain-

ty for the trade agreements, as recently highlighted in international trade literature. 

The impact of trade policy uncertainty is two-fold. Mölders (2016) proves that trade policy un-

certainty from political instability discourages efficient negotiations between partner countries, 

and makes it difficult to implement trade agreements. Even after trade agreements come into 

force, there still exists possibility of termination or, at the least, of the agreements becoming 

virtually dead. The political conflict in Sierra Leone and Liberia over decades has made the 

Mano River Union (MRU), one of regional trade agreements in the region, impotent. The un-

certainty delays potential exporters’ entry into new markets, as Handley (2014) explains. 

Political instability also widely affects economic potential, which mainly depends on invest-

ment. Foreign investors, African countries' primary financial source, are less willing to invest 

in a country or region where political instability and international conflict are evident. The 

steep fall in foreign direct investment to Nigeria, the biggest oil exporter in Africa, comes to 

mind; caused by growing terrorism by Boko Haram and Niger Delta Avengers' sabotage on 
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the capital structure in recent years. Investment channels hold more importance for the con-

tinent because one of the major gains from regional trade agreements in Africa comes from 

the stimulation of investment in production for export and export-linked industries. 

The future of trade in Africa still depends on political stability. Even among East African 

Community members, which have displayed the most promising economic performance and 

have the most successful trade agreement in the continent, there are two member countries, 

Burundi and South Sudan, in a state of civil war or chronic instability, while major economies 

such as Ethiopia, Kenya and Mozambique face high political instability.2 The external source 

of uncertainty in trade from the UK and the US has already become a risk to these countries. 

Recently, the UK's exit from the EU blew the Economic Partnership Agreement that had been 

negotiated for the last decade between EU and EAC members. 

This rather discouraging African story can be ended only through political stability. Along with 

a comprehensive plan for trade and development from international institutes and major de-

veloped countries, political stability and policy expectancy are necessary for Africa. It is great 

news for the future of the African economy that the number of violent conflicts has decreased 

in the new millennium.3 The story also provides an important lesson to other countries that 

face domestic political instability in the era of new "protectionism" across the world: trade pol-

icy improves the trade and economy only where politics work.  
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