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INTRODUCTION  

Globally, states trade within and outside of their borders. This is necessary because there is a 
scarcity of resources and thus countries must trade with one another so that each government can 
provide for its people which, is the main purpose of these structures. Due to scarcity, governments 
produce only what they can with the resources they have, and what is the most efficient use of 
those resources, this is called allocative efficiency and whatever they need but cannot produce they 
will import. Although in this form it may seem simple enough as countries trade what they have for 
what they need, in the modern world it is rather complicated as countries are faced with a wide 
range of issues impacting the exchange of goods and services. One of these issues is tariffs on 
imported goods, which increase the price of importing a good, and thus hinder some trade from 
happening. Another issue is that most, if not all, countries have customs regulations which dictate 
what can and similarly cannot be brought within the borders of that state.  

Africa as a continent has the lowest intercontinental trade standing at around 15% according to the 
African Export-Import Bank (Afreximbank), this is incredibly low when compared to the 59% 
representing Europe and the 51% gathered by Asia. According to the same organisation, the main 
culprit for this is the lack of access to trade and market information. This may be understandable 
due to Africa being composed of the most countries; 54 to be exact. To combat this, the African 
economies need to be integrated so that they are more willing to do business to interact with this 
market as they have all the available information. These trading blocs could increase their 
participation in the global economy thus increasing economic growth in all member-states, this 
would be achieved through sustainable development goals that would be part of the mission of the 
trading bloc.  

DEFINITION OF KEY TERMS  

Free Trade Zone(s) 

Is a geographic region in which all processes relevant to the final transaction of a good, including; 
storage, producing the goods, and the sale of the good, all occur under different customs 
regulations. 

Economy 

Is a space in which various ‘agents’, produce, distribute, trade or consume goods and services.  
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Customs Regulations 

Laws relating to the importing, exporting, movement and/or storage of goods within the borders of 
a state. These laws are up to the discretion of each state to establish what is lawful and what is not 
within their borders. 

Trade Blocs 

An intergovernmental accord, where states reduce or altogether remove trade barriers (i.e. tariffs or 
other factors that may impact the cost of importing/exporting goods) between the participating 
states. 

Market Information systems  

Are systems that are used to inform buyers about prices and other relevant information to the 
buyer’s industry, however they are also sought by other entities such as Non-governmental 
organisations. 

Tariffs 

Are a tax on foreign imports that is aimed at protecting and/or incentivizing the domestic industry. 

Scarcity 

The limited availability of a commodity, which may be in demand in the market. 

BACKGROUND ON THE ISSUE  

The idea of trade has been around for centuries and has allowed for people to trade resources in 
exchange for those they don’t have allowing for the diversification of resources within a nation and 
thus the ability to produce more. Countries however have sought more profitable means for this to 
happen, and this was compounded by the Berlin Conference in which major European powers met 
to discuss the partition of Africa amongst themselves. The reasoning for this was that Africa had and 
still has many valuable resources that were hard to find outside of Africa, and instead of having wars 
to claim the land it would be more profitable for everyone to divide Africa. This being as there would 
be no costly conflicts and instead there could be a peaceful environment where the European 
colonizers would take advantage of the resources in their colony and send it back to their place of 
origin.  

After Colonialism was completely abolished in Africa in 1980, Africa’s countries were expected to 
run their own country with no help from their prior colonizers. The issue with this was that the 
societies were still structured to support a colony and therefore the easiest way to integrate itself 
into the world economy was by continuing to supply its previous colonizers with the resources for 
only a tiny portion of its actual value. This was because European countries structured the newly-
independent country’s economies to make them dependent on Europe. These developments have 
led to very little inter-continental trade within Africa currently standing at around 15% which is 
incredibly small when taken into account that Africa is the country with the most countries and 
should logically therefore have more countries. This is an important issue that could be addressed 
through the creation of trade blocs as they encourage inter-continental trade and would increase 
development in the region as there would be greater money flow. 

Trade barriers are government implemented restrictions on international trade, they can include 
taxes on imports or subsidies on exports, they are perceived as damaging to international trade as 
the economy is not operating at its most efficient. Prices are driven higher, and resources are under 
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allocated. Thus, they are not a viable or effective method of approaching international trade. Non-
tariff barriers to trade are other methods other than placing tariffs to implement restrictions on 
international trade such as implementing certain conditions that must be met for a country to 
conduct business in the country implementing the barriers. These along with trade barriers allow for 
local businesses to thrive however they reduce the competitiveness of the market and the prices 
increase leading to an overallocation of resources and over production of that good which is not 
good for the economy. Trade blocs are agreements that abolish or reduce barriers to trade, they 
increase the magnitude of international trade as there are no barriers, this grows the economy as 
there are more imports and exports and trade connections are made. Trade blocs increase the size 
of the market as there is more foreign investment, and due to the increased size of the economy 
local investments similarly increase. Due to the open trade the transfer of technology increases 
across borders. This increased size of the economy means that GDP increases meaning GDP per 
capita also increases, this allows standards of living to increase. Due to the increased production 
more workers are employed which increases the level of expenditure in the economy and it 
continues to grow until there are no longer any resources. Thus, society benefits as the standard of 
living of the countries increase, and the increased money supply will develop the nations and the 
economies will develop. 

MAJOR COUNTRIES AND ORGANIZATIONS INVOLVED  

Federal Republic of Nigeria 

Nigeria has the biggest GDP out of any African countries standing at $ 375.77 billion in 2017 
according to Trading economics. Nigeria’s economy is still on its path to recovery after the recession 
in 2016, and this has been led by an improved performance by the oil and agricultural industries 
within the nation as both productivity and prices have increased which has led to an increase of GDP 
by 0.8% (2017), and a projected growth of 2.5% by 2019. 

 

Republic of South Africa  

According to Trading economics, South Africa has a GDP of $349.42 billion making it the second 
largest GDP in Africa. Since 2012 there has been a fall in prices for the following four goods; coal, 
platinum, iron ore and gold all of which form part of South Africa’s core exports. This development 
alongside weak investor confidence and domestic structural issues has led to a decrease in 
economic growth compounded by the 0.3% growth experienced in 2016 and therefore has impacted 
on the economy. 

Arab Republic of Egypt  

Egypt has the third largest economy in Africa according to GDP which stands at $235.57 billion in 
2017. After the government implemented reforms to achieve an improved business environment, 
more equal growth for its citizens and fiscal consolidation there has been a period of strong GDP 
growth compounded by the 4.1% real GDP growth recorded in 2016/17 (African Development Bank 
Group). This was caused by increased private and public consumption of goods, investment, and 
exports. 

African Union 

The African Union was the successor to the Organisation of African Unity which was created by 
treaty in 1963 and had 32 members, this was later succeeded in 2002 by the African Union which 
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has 55 member-states. It was established to politically integrate African nations with one another. It 
is structured similarly to the EU with several departments such as: Trade and Industry, Human 
resources, and Economic affairs, hence they are involved in many aspects of a country and wield 
great influence on the continent. 

African Economic Community  

Is a branch of the African Union established to explore the possibility of intra-economic 
development among African nations. The purpose of the community is to economically bring Africa 
together and some proposed methods to do this are: Free Trade areas, A central bak, a customs 
union. 

United Nations Economic Commission for Africa 

Is a sub-committee of the United Nations Economic and Social Council created in 1958 to promote 
economic cooperation between its member states in that region (54 members).    

 

TIMELINE OF KEY EVENTS 

1958 
 
 
 
1964  

The establishment of the United Nation Economic Commission for Africa by 
the UN Economic and Social Council, with the intended goal of growing the 
member states of the UN within that region’s economies.   
 
The Customs and Economic Union of Central Africa was created by the 
Brazzaville Treaty, which established a customs union promoting free trade 
between the members and imposing external tariffs on imports from 
foreign countries.  
 

May 1975  
 
 
 
 
February 1989 
 
 
 
 
August 1992 
 
 
November 1993 
 
 
 
January 1996  
 
 

The Economic community of west African states, is a regional economic 
union compromising of west African states and has a land area of 5,114,162 
km2. It was established by the Treaty of Lagos, to promote economic 
integration in the area.  
 
After talks began between the member states in 1988 at the Maghreb 
summit, the Arab Maghreb Union was established in 1989 to make the 
markets more accessible for foreigners, and to safeguard the valuable 
assets the members already had. 
 
The Southern African Development Community was established as the 
successor to the Southern African Development Coordination Conference. 
 
The Common market for Eastern and Southern Africa replaced the 
Preferential Trade Area and was established to serve as an international 
governing body which would deal with all policies of its members.  
 
The Intergovernmental authority on Development succeeded the 
Intergovernmental Authority on Drought and Development 10 years after 



Johannesburg Model United Nation 2019 
Economic and Social Council  

 

Research Report | Page 5 of 9  
      

 
 
October 2008 

its creation. The original purpose was to help the region with development 
and environmental control.  
 
The establishment of the African Free Trade Zone is announced at the EAC-
SADC-COMESA Summit. To unite policies in these three organizations and 
make the market more accessible. 
 

June 2015 Negotiations began at an African Union meeting; the idea was proposed to 
introduce an African wide trade zone which would be known as; the African 
Free Trade Zone. 
 

  

RELEVANT UN RESOLUTIONS, TREATIES, AND EVENTS  

African Economic Community 

Is an organization that was created in 1991 through the signing of the Abuja treaty and is composed 
of member states of the African Union and deals wit the economic integration of African b 
organisation is to establish free trade areas, customs unions, a single African market, a central 
African bank, and a shared currency.  

African Free Trade Zone  

Is a free trade zone announced in 2008 at the EAC-SADC-COMESA summit. It is composed of 
members of those trading blocs as well as those forming part of ECOWS, ECCAS and the AMU. The 
reasoning behind this organization was to eliminate issues that arised due to African states being 
part of multiple organizations and there were conflicting policies within those organizations, another 
reason was to simplify access to markets within the zone. During an African Union meeting in 2015 
negotiations started over the proposed idea of a Continental Free Trade Area with all AU states.  

The organisation for Economic Co-operation and Development (OECD) 

This organisation was established in 1961 and currently has 36 subscribing countries. Its mission is to 
promote policies that will improve the economic and social well-being of people around the world. It 
meets with the leaders of nations to understand what could drive economic growth and the policies 
it can adopt to spur this growth.  

PREVIOUS ATTEMPTS TO SOLVE THE ISSUE 

The formation of the branches of the African Economic Community  

The African Economic community is divided into regional groups with the eventual goal of merging 
all the groups to create one trade union. As of right now there are several regional branches of the 
AEC, however the issue with this setup is firstly that many countries form part of many of these 
branches which have conflicting policies and as such it causes conflict between them. This is also a 
long-term issue as the ultimate goal is to merge the branches into one big union however with the 
conflicting policies this may be difficult to achieve as some countries may want different policies 
that they already have in their regional branches. 
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Abolishing tariffs  

Due to the diverse nature of African economies removing tariffs remains difficult as some African 
countries such as Malawi depend on tariffs coming from foreign countries while others will not 
abolish them because of the protection it provides to their domestic industries such as Nigeria. 
These inconsistencies when sticking to their commitments leads to the failure of some initiatives 
that have been proposed or the inefficiency of those that had been implemented.  

Regional trade agreements 

Although they have had a degree of success in bettering the economies of participating nations they 
do lead to exclusion as the free trade agreement only impacts participating nations while those who 
are not are still subject to the tariffs and as such the economies still do not grow to their full 
potential.  

 

POSSIBLE SOLUTIONS 

Forming a continent wide African trade bloc  

This solution would involve dissolving all current trade unions and trade blocs and have a summit 
where all willing nations in Africa come to discuss the terms of the union. Once they are established 
they would be implemented through treaty, the terms could include different clauses such as tariffs, 
customs regulations, free trade areas etc. However, there should be a framework in place so that 
the trade bloc could grow into an Inter-governmental organization dictating a greater degree of 
policies.  

Reduce trade barriers between African nations 

This would increase the number of exports and imports which would boot aggregate demand in the 
economy and as such the supply will increase meaning that more is produced and sold so output of 
the economy increases and so does the GDP of African nations.  

Formulating trade agreements between nations.  

These would be agreed upon between 2 nations with the UN acting as an intermediary force 
ensuring that the negotiations run smoothly. They would only be valid with those nations 
encouraging nations to implement them and therefore they will stick to the agreement as they 
depend on the trade between the other nation.  
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