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Abstract 

 

The thesis examines Ethiopia's engagement with the African Continental Free Trade Area (AfCFTA) to 

unlock its trade and economic potential, highlighting opportunities, challenges, and necessary policy 

measures. Through a review of literature, policy analysis, and empirical data, the study identifies 

significant opportunities such as increased market access, Sectoral growth in textiles, apparel, leather, 

agro-processing, and light manufacturing, and the development of regional supply chains facilitated by 

tariff eliminations and harmonized regulations. However, challenges like infrastructure deficits, non-

tariff barriers, institutional and regulatory obstacles, and limited productive capacity hinder progress. 

The study suggests that Ethiopia must invest in infrastructure, enhance institutional capacities, and 

strategically participate in AfCFTA negotiations to ensure beneficial rules of origin and trade terms. By 

aligning national industrial policies with AfCFTA objectives and focusing on export diversification, 

Ethiopia can reduce reliance on traditional markets, boost industrial growth, and achieve sustainable 

economic development. Successful implementation of these measures can significantly improve living 

standards and integrate Ethiopia into the global trading system, demonstrating its commitment to 

regional economic integration and its potential to transform trade expansion into a major pillar of 

economic growth.  

Keywords: Ethiopian Trade Performance, Economic Growth and Development, African Continental 

Free Trade Area (AfCFTA), Trade Integration, Trade and Investment Policies, Infrastructure 

Development, Institutional Capacity, Private Sector Competitiveness, Foreign Direct Investment 
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CHAPTER ONE 

INTRODUCTION 

 

1.1 Background of the Study 

According to Hill, Udayasankar, and Hou (2014), regional trade integration is an agreement 

between nations, whether they are in the same geographic area or not, to lower and eventually 

eliminate tariff and non-tariff barriers to the free movement of products, services, and sources of 

production amongst each other. The world's economies have changed over the past four or five 

decades from being largely self-centered and isolating themselves through trade barriers, 

geographic isolation, linguistic barriers, cultural differences, and national differences in 

government regulation to an interdependent, integrated economic structure. Experience from 

throughout the world points to a bright future for Africa to create a growth lift-off plan centered 

on increased trade. In recent decades, trade in Africa has only slightly increased. The growth of 

commerce in goods has been the primary driver of the increase in unrefined goods and petroleum. 

The manufacturing sector's comparatively small contribution to trade is a reflection of the 

continent's dispersed trade policy framework and a general trade environment that has hampered 

increased non-commodity commerce both inside and across borders. Because of this, the structure 

of trade also indicates a lesser level of integration in local and global value chains. Furthermore, 

trade in services as a percentage of GDP has not altered. In summary, this indicates that trade 

policies that enhance the trade environment and policy landscape may lead to far higher levels of 

trade integration within the continent as well as with other countries the remainder of the globe 

and boost involvement in local, regional, and global value chains. This holds the possibility that 

in the upcoming decades, Africa can turn trade expansion and value chain advancement into a 

major pillar of a growth lift-off strategy that dramatically raises living standards and creates jobs 

for a labor force that is expanding quickly (IMF, 2023). 

The African Continental Free Trade Area (AfCFTA) is a significant step towards economic 

integration in Africa, aiming to create a single continental market for goods and services. Ethiopia, 

as a key player in the region, has been actively involved in shaping the implementation of the 

agreement. This thesis aims to investigate the opportunities, challenges, and policy imperatives for 

Ethiopia in unlocking its trade and economic potential through the AfCFTA. The African continent 

has long grappled with the challenge of low intra-regional trade, with less than 15% of trade 

occurring within Africa, far behind other regions such as Europe (68%) and North America (37%) 

(African Trade Report, 2018). Furthermore, Africa's contribution to global trade remains 

disproportionately low, accounting for only 1.8% of imports and 3.6% of exports in goods, and 

1.7% and 1.8% in services, respectively (AUC, 2013). This disparity is particularly striking given 

that Africa is home to 14% of the world's population, yet it receives just 3% of global foreign direct 

investment (AUC, 2013). In an effort to address these challenges, the African Union (AU) was 
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established in 2001, building upon the foundations of the Organization of African Unity (OAU) 

established in 1963. A key objective of the AU has been to strengthen and consolidate various 

Regional Economic Communities (RECs) across the continent (Abrego et al., 2020). However, the 

inconsistent performance of RECs in boosting intra-African trade has been attributed to factors 

such as design flaws, lack of enforcement, and the complexity of overlapping memberships in 

regional trade agreements (Abrego et al., 2020). 

Against this backdrop, the African Continental Free Trade Area (AfCFTA) was launched in 2018, 

with the aim of creating a single, integrated market for goods and services across the African 

continent. As one of the founding members of the AfCFTA, Ethiopia has recognized the 

transformative potential of this landmark agreement to drive its development agenda (Begidu, 

2016; Gadisa, 2010). Ethiopia's proactive engagement with the AfCFTA, including the 

development of a comprehensive National AfCFTA Strategy and Implementation Plan, 

demonstrates the country's commitment to leveraging the opportunities presented by the 

continental free trade area (Abrego et al., 2020). However, Ethiopia's journey with the AfCFTA 

has not been without its challenges. The country's relatively nascent industrial base and the need 

to align the agreement with its broader industrial development strategies have emerged as key 

considerations (Abrego et al., 2020). Additionally, obstacles such as limited productive capacities, 

infrastructure gaps, institutional and regulatory barriers, and political instability in certain regions 

of Africa pose significant hurdles to the successful implementation of the AfCFTA (Abrego et al., 

2020; IMF, 2015). This thesis will delve into the opportunities, challenges, and policy imperatives 

that Ethiopia faces in its quest to unlock its trade and economic potential through the AfCFTA. By 

examining the country's strategic approach, the ongoing negotiations, and the broader regional 

dynamics, the study aims to contribute to the understanding of how Ethiopia can effectively 

navigate the complexities of the continental free trade area and harness its transformative potential 

for sustainable economic development. 

Ethiopia was one of the initial 44 countries that signed the AfCFTA Agreement in March 2018. 

The country subsequently ratified the Agreement in February 2019, becoming one of the early 

adopters of the AfCFTA. In 2019, the Ethiopian government established a National AfCFTA 

Coordination Committee to oversee the implementation and domestication of the AfCFTA 

Agreement. The committee is composed of representatives from various government ministries, 

the private sector, and civil society organizations. In 2020, Ethiopia developed a comprehensive 

National AfCFTA Strategy and Implementation Plan to guide the country's engagement with the 

free trade area. The strategy outlines Ethiopia's priority sectors, policy reforms, and institutional 

arrangements for effectively leveraging the AfCFTA. 

Ethiopia has been working to align its tariff schedules with the AfCFTA's tariff liberalization 

framework, which aims to eliminate tariffs on 90% of goods. The country has also been actively 

engaged in the negotiations on the AfCFTA's rules of origin, which determine the eligibility of 

products for preferential treatment. Ethiopia has been enhancing its trade facilitation measures, 

including upgrading its customs procedures, digitalizing trade processes, and improving logistics 
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infrastructure. These efforts are aimed at reducing the time and costs associated with cross-border 

trade, thereby improving the competitiveness of Ethiopian exports. The government has been 

conducting awareness-raising campaigns and capacity-building workshops for the private sector, 

civil society, and government agencies to prepare them for the AfCFTA. Ethiopia has also been 

actively engaging with other African countries and the AfCFTA Secretariat to coordinate the 

implementation process and address any emerging challenges. 

The rules of origin are a critical component of the AfCFTA, as they determine which products are 

eligible for preferential tariff treatment under the free trade agreement. Establishing appropriate 

rules of origin is essential to prevent trade deflection, where products from non-AfCFTA countries 

are routed through member states to take advantage of the tariff preferences. As an early signatory 

and ratifier of the AfCFTA, Ethiopia has been actively engaged in the negotiations on the rules of 

origin. The Ethiopian government, through its National AfCFTA Coordination Committee, has 

participated in various technical working groups and high-level discussions to contribute to the 

development of the rules. Ethiopia has advocated for rules of origin that align with its industrial 

development and export diversification priorities. The country has pushed for flexible and 

inclusive rules that can accommodate its current production capabilities and support the growth of 

its nascent manufacturing sectors, such as textiles, apparel, and leather products.  

The AfCFTA negotiations on the rules of origin have been ongoing, with significant progress made 

in recent years. In 2021, the AfCFTA State Parties reached an agreement on the general principles 

and guidelines for the rules of origin, which paved the way for further negotiations on specific 

product-level rules. Ethiopia has been actively participating in these product-level negotiations, 

engaging with other member states to find mutually beneficial solutions. The complexity of the 

rules of origin negotiations, particularly in sectors with substantial value-addition requirements, 

has posed challenges for Ethiopia and other member states. Balancing the need for flexible rules 

that support industrialization with the requirement to prevent trade deflection has been a delicate 

balancing act. Ensuring that the rules of origin do not unduly disadvantage certain domestic 

industries or limit access to key imported inputs has also been a concern for Ethiopia. Ethiopia's 

engagement in the AfCFTA rules of origin negotiations demonstrates its commitment to shaping 

the free trade area in a way that aligns with its national development priorities. Continued 

collaboration with other member states and the AfCFTA Secretariat will be crucial for Ethiopia to 

secure rules that unlock its trade and economic potential within the continental free trade area. 

The AfCFTA can enable Ethiopia to better integrate its textile and apparel industry into regional 

and continental value chains, leveraging its low-cost labor and government incentives for the 

sector. Increased market access and reduced tariffs can help Ethiopian textile and garment 

manufacturers expand their exports to other African countries, reducing the industry's reliance on 

traditional Western export markets. The AfCFTA can also attract foreign direct investment in 

textile and apparel manufacturing, bringing in new technologies, skills, and linkages to global 

value chains. Ethiopia is a major producer of livestock and has a well-established leather industry. 

The AfCFTA can create opportunities for Ethiopia to move up the value chain from raw material 
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exports to the export of value-added leather products. Increased continental market access can help 

Ethiopian leather goods manufacturers, such as footwear and leather accessories producers, to 

expand their regional and continental market share. The AfCFTA can also drive investment in 

Ethiopia's leather processing and manufacturing capabilities, fostering the development of a more 

sophisticated and diversified leather industry. 

The AfCFTA can enable Ethiopia to leverage its agricultural resources and diversify into higher-

value agro-processing activities, such as the production of packaged foods, beverages, and other 

processed agricultural products. Improved market access and reduced trade barriers can help 

Ethiopian agro-processing firms expand their export base to other African countries, reducing 

reliance on traditional export markets. The AfCFTA can also attract foreign investment in agro-

processing, bringing in new technologies, management expertise, and access to regional and global 

value chains. The AfCFTA can create opportunities for Ethiopia to develop light manufacturing 

industries, such as electronics assembly, furniture production, and small-scale machinery 

manufacturing. Increased market access and the elimination of tariffs can make Ethiopia a more 

attractive location for manufacturers seeking to serve the broader African market. The AfCFTA 

can also encourage the development of regional supply chains and the integration of Ethiopian 

manufacturers into continental value chains. The AfCFTA's provisions, such as the elimination of 

tariffs and non-tariff barriers, harmonization of rules and regulations, improved trade facilitation, 

investment promotion and protection, and sectorial integration, can all contribute to the 

development of regional supply chains in Ethiopia. These mechanisms can help Ethiopian 

businesses access competitively priced inputs, navigate the regulatory environment more easily, 

reduce trade costs, attract foreign investment, and position themselves within regional value chain 

networks. Examples of African Countries' Experiences and Benefits from Implementing the 

AfCFTA: 

Ghana: Ghana has seen an increase in exports to other African countries since the launch of the 

AfCFTA. For example, exports of cocoa products and processed food items to regional markets 

have grown. The country has also attracted new foreign direct investment (FDI) in sectors like 

automotive manufacturing, as companies seek to establish production facilities to serve the wider 

African market. Rwanda: Rwanda has leveraged the AfCFTA to expand its exports of processed 

agricultural products, such as tea, coffee, and horticultural items, to other African nations. The 

country has also seen increased investment in its special economic zones, with companies looking 

to use Rwanda as a regional manufacturing and distribution hub. Côte d'Ivoire: Côte d'Ivoire has 

experienced a surge in exports of processed cocoa products, such as chocolate and cocoa powder, 

to other African markets since the implementation of the AfCFTA. The country has also attracted 

investment in the automotive sector, with several global manufacturers establishing assembly 

plants to serve the broader African market. Kenya: Kenya has seen its exports of manufactured 

goods, such as textiles, apparel, and machinery, increase to other African countries due to the 

reduced tariffs and improved market access under the AfCFTA. The country has also positioned 

itself as a regional logistics and services hub, attracting investment in sectors like information and 
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communication technology (ICT) and financial services. South Africa: South Africa has leveraged 

the AfCFTA to expand its exports of automotive parts, machinery, and chemicals to other African 

nations, taking advantage of the reduced trade barriers. The country has also experienced an 

increase in investment, particularly in the automotive and renewable energy sectors, as companies 

seek to establish regional production and distribution facilities. These examples demonstrate how 

the AfCFTA has enabled African countries to diversify their export markets, attract foreign 

investment, and better integrate into regional and continental value chains. As the implementation 

of the AfCFTA continues to progress, more countries are expected to realize the benefits of 

increased market access and economic integration across the African continent. 

The AfCFTA has led to increased trade volumes, diversification of trade patterns, the emergence 

of regional value chains, reduction in trade barriers, improved trade facilitation, and increased 

investment flows within the African continent. These trends suggest that the AfCFTA is a 

significant driver of greater economic integration and competitiveness across Africa, which 

Ethiopia can aim to capitalize on. How the AfCFTA Has Impacted the Global Competitiveness of 

African Businesses Increased Market Access: The AfCFTA has provided African businesses with 

access to a larger, more integrated market within the continent, allowing them to achieve greater 

economies of scale and scope. This expanded market access has enabled African companies to 

compete more effectively in both regional and global markets. Enhanced Specialization and 

Productivity: The AfCFTA has encouraged African businesses to specialize in their areas of 

comparative advantage, as they can now more easily access inputs, intermediate goods, and 

services from other African countries. This has led to increased productivity and efficiency, 

enhancing the global competitiveness of African enterprises.  

Attraction of Foreign Direct Investment (FDI): The AfCFTA's investment protocol has helped 

attract more FDI into Africa, as investors see the continent as a single, unified market with greater 

growth potential. The influx of FDI has provided African businesses with access to new 

technologies, managerial expertise, and global value chains, boosting their global competitiveness. 

Improved Trade Facilitation: The AfCFTA's provisions on trade facilitation, such as the 

harmonization of customs procedures and the digitalization of trade processes, have helped reduce 

the time and costs associated with cross-border trade. This has made African businesses more 

efficient and better able to compete in the global marketplace. Diversification of Exports: The 

AfCFTA has enabled African businesses to diversify their export markets and product portfolios, 

reducing their dependence on traditional export destinations and commodities. This diversification 

has made African enterprises more resilient and better able to withstand global economic shocks, 

enhancing their long-term competitiveness. Emergence of Regional Value Chains: The AfCFTA 

has facilitated the development of regional value chains, allowing African businesses to integrate 

into continental and global supply networks. Participation in these value chains has improved the 

competitiveness of African enterprises by providing them with access to wider markets, more 

sophisticated technologies, and better-quality inputs. Overall, the AfCFTA has been a significant 
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driver of increased competitiveness for African businesses in the global market, as they leverage 

the opportunities presented by the continent's growing economic integration and market access.  

1.2 Statement of the Problem 

Africa, including Ethiopia, holds significant economic potential. However, it is important to assess 

the effectiveness of current trade policies and consider the implementation of free trade initiatives. 

This is essential to unlock untapped economic opportunities, promote regional integration, and 

overcome challenges that could hinder sustainable economic development. Africa stands at a 

critical juncture in its economic trajectory, with the potential for transformative growth through 

the exploration of free trade opportunities. Despite the continent's vast resources and untapped 

potential, economic development remains uneven, marked by persistent challenges in trade, 

investment, and structural barriers (World Investment Report 2013). This research aims to address 

the overarching problem of suboptimal economic growth in Africa by focusing on the specific case 

of Ethiopia and investigating the possibilities and challenges associated with leveraging free trade 

as a catalyst for unlocking the continent's economic potential.  

Ethiopia signed the Declaration of Tripartite Free Trade Area (T-FTA), which is still being 

negotiated, and is a founding member of the Intergovernmental Authority for Development 

(IGAD) and the Common Markets for Eastern and Southern Africa (COMESA), which offers a 

10% tariff reduction for import goods from member states (UNCTAD B2C E-Commerce Index 

2017). Yet Ethiopia is not participating in any regional integration initiatives in any of these cases, 

with the exception of a bilateral free trade agreement (Bilateral-FTA) that it has with South Sudan 

(2017) and Sudan (2002) that is not yet in effect. Ethiopia, as a nation with immense potential for 

economic growth and development, has faced persistent challenges in effectively leveraging Free 

Trade Agreements (FTAs) to enhance its trade opportunities and partnerships. This research 

endeavors to delve into the primary obstacles hindering Ethiopia's success in this arena, while also 

highlighting the manifold benefits that FTAs hold for both Ethiopia and the broader African 

continent.  

Numerous studies have underscored the transformative potential of trade agreements for emerging 

economies like Ethiopia. However, despite this recognition, the country continues to grapple with 

policy impediments that serve as barriers to fully realizing the advantages of FTAs. These hurdles 

not only constrain Ethiopia's ability to capitalize on international trade opportunities but also 

impede its efforts to foster meaningful partnerships with other nations. Ethiopia is rich in natural, 

geographical, cultural, and other resources; however, the country has faced difficulties leveraging 

these resources to participate in regional and international trade, which could showcase its assets 

to the rest of the world. This paper critically assesses the benefits of engaging in free trade 

partnerships as a means to grow the country’s economy and unlock its potential. For a country like 

Ethiopia, with a history of poverty, leveraging such opportunities not only generates revenue and 

benefits but also improves the lives of many people who struggle with unemployment and low 

living standards, even to the point of struggling to eat once a day. It is disheartening to witness 

such a resource-rich country plagued by poverty. This situation underscores the numerous barriers 
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hindering Ethiopia from capitalizing on existing opportunities and creating new ones to effectively 

bring its resources to the global market. The primary aim of this research is to identify the main 

barriers preventing the country from exploring free trade opportunities, while also highlighting the 

benefits of participating in free trade agreements to transform the country's economy and foster 

growth and prosperity. Additionally, it aims to identify the current existing free trade agreements 

like African Continental Free Trade Area (AfCFTA) that Ethiopia can join to leverage 

opportunities similar to those seized by other countries on the continent. 

According to ARIA IX one of the biggest and most intriguing trade developments is the African 

Continental Free Trade Area (AfCFTA). The deal that created it was signed by 54 African nations, 

making it the largest trade pact since the WTO was established in terms of participating nations. 

Simply having the AfCFTA negotiated, signed, and ratified is insufficient. It needs to improve 

people's lives, lessen poverty, and advance economic growth. This study examines the next steps 

involved in signing this agreement in order to take this into consideration. It also examines the 

implications of the AfCFTA on Ethiopia's trade policy coherence on the external and internal 

fronts. It also examines how the AFCFTA will proceed from operationalization to implementation, 

a single market in Africa, and the possibility of maximizing Ethiopia's potential.  

Africa's economic development has a lot of prospects thanks to the AfCFTA. Nevertheless, in 

order to achieve these, it needs to be supported by supplementary measures, such as giving 

AfCFTA-potential sectors top priority in national investment plans, streamlining trading 

regulations, and funding trade-related infrastructure. In order to understand the viewpoints of 

national stakeholders and the willingness of the nation to take advantage of trade prospects, I set 

up specific interviews with trade specialists from the Ethiopian Investment Commission as well as 

the Ethiopian Ministry of Trade and Regional Integration in this research paper. Ethiopia's strategic 

location at the crossroads of Africa, the Middle East, and Asia, coupled with its large and growing 

population, presents significant untapped potential for trade and economic development. However, 

the country has struggled to fully leverage its geographic advantages and harness the opportunities 

offered by regional and global economic integration (World Bank, 2019). Despite recent economic 

growth, Ethiopia continues to face persistent trade deficits, a reliance on primary commodity 

exports, and high levels of poverty and underdevelopment (IMF, 2020). The launch of the African 

Continental Free Trade Area (AfCFTA) in 2019 has created a new landscape of opportunities for 

Ethiopia to unlock its trade and economic potential (Mevel & Karingi, 2012). The AfCFTA aims 

to eliminate tariffs on 90% of goods, liberalize trade in services, and facilitate the free movement 

of people, capital, and investments across the continent (Afreximbank, 2018). This presents 

Ethiopia with the chance to expand its export markets, diversify its trade patterns, and strengthen 

its integration into regional and global value chains (Saygili et al., 2018). 

However, the effective implementation of the AfCFTA and the realization of its benefits for 

Ethiopia face several challenges and barriers. These include the need for significant investments 

in infrastructure, the harmonization of trade and investment policies, the strengthening of 

institutional and regulatory frameworks, and the enhancement of the private sector's capacity to 
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engage in cross-border trade and investment (Karingi & Fekadu, 2013; Fessehaie & Rustomjee, 

2018). Moreover, Ethiopia's untapped market potential, underdeveloped population, and the 

persistent challenges of poverty and resource utilization further complicate the country's efforts to 

fully capitalize on the opportunities presented by the AfCFTA (Abate, 2019). Addressing these 

multifaceted challenges require a comprehensive set of policy and institutional reforms, as well as 

effective collaboration among the government, the private sector, and development partners 

(Kilama, 2016; UNECA, 2020). In this context, this study aims to investigate the opportunities, 

challenges, and policy imperatives for unlocking Ethiopia's trade and economic potential through 

the African Continental Free Trade Area. By analyzing the country's trade and economic 

landscape, the AfCFTA's implications, and the necessary policy and institutional reforms, the 

study seeks to provide actionable insights to support Ethiopia's strategic engagement with the 

continental free trade agreement. 

Ethiopia's strategic location at the intersection of Africa, the Middle East, and Asia gives it a 

unique advantage as a gateway for trade and investment (Abebe & Seid, 2016; Cheru, 2016). The 

country's proximity to major global shipping routes and its access to the Red Sea provide 

opportunities for enhanced trade connectivity and logistics (Hurni et al., 2015; World Bank, 2020). 

Ethiopia's landlocked status and limited access to seaports have been a longstanding challenge, 

hampering its ability to fully capitalize on its geographical advantages (Raballand & Macchi, 2009; 

Arvis et al., 2011). Ethiopia has a large and growing population of over 110 million people, 

representing a significant untapped domestic market for goods and services (IMF, 2021; World 

Bank, 2021). The country's rising middle class and the increasing purchasing power of its 

consumers present opportunities for expanded trade and investment (Abebe & Seid, 2016; 

Gebremariam, 2019). However, the country's low per capita income and the persistent challenges 

of poverty and income inequality limit the effective realization of this market potential (World 

Bank, 2020; UNDP, 2020). Ethiopia's population is relatively young, with a median age of around 

20 years, offering a large pool of potential labor and entrepreneurial talent (UN, 2019; World Bank, 

2021). The country's low levels of education, skills, and technological adoption have constrained 

the productive utilization of this demographic dividend (Woldehanna & Gebremedhin, 2019; Bezu 

& Barrett, 2012). Addressing the challenges of human capital development and fostering an 

enabling environment for entrepreneurship and innovation is crucial for unlocking the potential of 

Ethiopia's population (Gebremariam, 2019; Hagos & Ncube, 2020). 

Despite recent economic growth, Ethiopia continues to face high levels of poverty, with a 

significant portion of the population living below the national poverty line (World Bank, 2020; 

UNDP, 2020). The country's heavy reliance on agriculture and the underutilization of its natural 

resources have contributed to persistent challenges of food security, environmental degradation, 

and limited economic diversification (Gebremariam, 2019; Hurni et al., 2015). Addressing these 

issues through sustainable resource management, targeted poverty alleviation strategies, and the 

promotion of economic diversification is crucial for enhancing Ethiopia's overall trade and 

economic performance (Cheru, 2016; World Bank, 2020). The AfCFTA presents Ethiopia with 
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the opportunity to expand its export markets, diversify its trade patterns, and strengthen its 

integration into regional and global value chains (Alemayehu & Abebe, 2017; Gebrehiwot & 

Woldegebriel, 2019).The continental free trade agreement's provisions for tariff liberalization, 

trade facilitation, and the free movement of people, capital, and investments can potentially boost 

Ethiopia's trade competitiveness and attractiveness for foreign direct investment (Abebe & Seid, 

2016; Cheru, 2016). However, the effective realization of these opportunities will require 

significant investments in infrastructure, the harmonization of trade and investment policies, and 

the enhancement of the private sector's capacity to engage in cross-border trade and investment 

(Hagos & Ncube, 2020; World Bank, 2020). The rules of origin under the AfCFTA can be 

complex, and businesses may struggle to navigate the requirements to qualify for preferential tariff 

treatment. This can limit the ability of African businesses to fully benefit from the reduced trade 

barriers. Addressing these challenges requires coordinated efforts from African governments, 

regional economic communities, and business support organizations to provide the necessary 

infrastructure, policies, financing, and capacity-building support to enable African businesses to 

capitalize on the opportunities presented by the AfCFTA. 

1.3 Research Objectives 

1.3.1 General Objective: 

To investigate the impact of the African Continental Free Trade Area (AfCFTA) on Ethiopia's 

trade and economic development, focusing on the opportunities, challenges, and policy 

imperatives involved in the country's participation in the agreement. 

1.3.2 Specific Research Objectives: 

• To Assess Ethiopia's Trade and Economic Landscape 

• To Identify AfCFTA Opportunities for Ethiopia 

• To Analyze AfCFTA Challenges and Barriers for Ethiopia 

• To Identify Policy and Institutional Reforms for Ethiopia 

• To Develop Policy Recommendations and a Roadmap for Ethiopia 

 

1.4. Research Questions 

1. What are the key features of Ethiopia's trade and economic landscape, and how do its 

geographical advantages and developmental challenges shape its economic prospects? 

2. How can the African Continental Free Trade Area (AfCFTA) create opportunities for Ethiopia 

to expand its trade and economic integration within the region and globally? 

3. What are the major challenges and barriers that Ethiopia faces in effectively implementing the 

AfCFTA and realizing its potential benefits? 

4. What policy and institutional reforms are necessary to support Ethiopia's strategic engagement 

with the AfCFTA and unlock the country's trade and economic potential? 
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1.5. Significance of the Study 

Academic Significance: The study contributes to the existing body of knowledge on the impacts 

of the AfCFTA on sustainable development in Ethiopia. By employing a robust framework 

combining quantitative and qualitative methods, the research provides valuable insights that can 

be replicated in other contexts to assess the impact of regional trade agreements. The findings serve 

as a valuable reference source for future research on similar topics. Policy Significance: The 

study's detailed analysis of the revenue effects of the AfCFTA assists Ethiopian policymakers in 

making informed decisions regarding the implementation of the agreement. It identifies the key 

challenges and opportunities, enabling the development of effective strategies to maximize the 

benefits of the AfCFTA. Ethiopia's leadership role in shaping the AfCFTA's implementation can 

be further strengthened by the study's insights, which can inform the country's negotiation 

strategies and advocacy for fair trade practices. 

Relevance to Ethiopia's Development Agenda: The study aligns with Ethiopia's strategic 

objectives of economic transformation, industrialization, and regional integration. By providing 

critical insights, the findings can help the government and private sector capitalize on the AfCFTA 

to boost trade, investment, and economic growth, ultimately contributing to the country's 

sustainable development goals. Contribution to the AfCFTA Implementation Process: The in-

depth analysis of the opportunities and challenges that Ethiopia faces in the context of the AfCFTA 

can inform the country's approach to engaging with the agreement. The policy recommendations 

and strategies developed can contribute to the broader success of the AfCFTA implementation. 

Enhancing Regional Economic Integration: By identifying Ethiopia's role as a regional economic 

powerhouse, the study can guide the country's efforts to strengthen its position within the AfCFTA 

and the broader East African region. The findings can facilitate greater regional cooperation and 

coordination to unlock the full potential of the AfCFTA. Informing Decision-Making and 

Policymaking: The comprehensive analysis and evidence-based recommendations provided in the 

study can serve as a valuable resource for policymakers, government agencies, and the private 

sector, guiding their AfCFTA-related strategies and initiatives. Expanding the Knowledge Base: 

The study's contribution to the existing literature on the AfCFTA and its implications for individual 

member states, particularly in the context of a major economy like Ethiopia, can inform further 

research and comparative studies on the agreement's impact across different African countries and 

regions. Promoting Sustainable Development: By identifying the policy and institutional reforms 

needed to harness the benefits of the AfCFTA, the study can support Ethiopia's efforts to achieve 

sustainable economic development, job creation, and poverty reduction, aligning with the broader 

Sustainable Development Goals (SDGs). In conclusion, the significance of this study lies in its 

potential to provide actionable insights and strategic direction for Ethiopia to effectively leverage 

the AfCFTA and unlock its trade and economic potential, ultimately contributing to the country's 

and the continent's sustainable development. 
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1.6. Scope of the study 

The Scope of the Study encompasses several critical aspects of Ethiopia’s economic and trade 

landscape. It examines Ethiopia's trade performance indicators, including export volume, trade 

balance, and trade diversification, to understand the country's trading dynamics. Additionally, the 

study explores Ethiopia's economic growth and development indicators, focusing on employment 

and poverty reduction to gauge overall economic health. A significant part of the scope is dedicated 

to evaluating Ethiopia's level of integration into regional and global value chains, assessing how 

well the country connects with broader markets. 

The research also includes an analysis of the provisions and implementation of the AfCFTA, 

scrutinizing how effectively Ethiopia is engaging with the African Continental Free Trade Area. 

Further, it reviews Ethiopia's trade and investment policies and regulations to understand their 

impact on the economy. Infrastructure development is another key area, with a focus on 

transportation, logistics, and digital connectivity, which are crucial for supporting trade and 

economic activities. The study also considers institutional capacity and governance structures, 

assessing how these factors influence economic performance. Moreover, it looks into private 

sector development and competitiveness to evaluate the business environment. Finally, the study 

examines foreign direct investment and capital flows, investigating how these financial 

movements impact Ethiopia's economic growth. 

Methodological Scope: 

The research methodology for this thesis employs a mixed-methods approach, drawing on both 

secondary and primary data sources. The secondary data component involves an extensive review 

of relevant literature, including government reports, policy documents, trade statistics, and 

academic publications related to Ethiopia's participation in the African Continental Free Trade 

Area (AfCFTA). This secondary data provides a foundational understanding of the broader 

context, trends, and issues surrounding Ethiopia's trade and economic integration within the 

AfCFTA framework. To complement the secondary data, the study also incorporates primary data 

collection through surveys, interviews, and focus group discussions with key stakeholders. This 

includes policymakers from relevant government ministries and agencies, industry representatives 

from the private sector, as well as subject matter experts and scholars. The primary data collection 

aims to gather in-depth, first-hand insights on the specific opportunities, challenges, and policy 

imperatives faced by Ethiopia in harnessing the potential of the AfCFTA. The combination of 

secondary and primary data allows for a comprehensive and nuanced analysis of the research topic, 

leveraging both existing knowledge and new empirical evidence. 

Geographical Scope:  

The primary focus of this thesis is on Ethiopia, with a particular emphasis on the country's trade 

and economic landscape, policy environment, and institutional framework. Ethiopia's position as 

a key player in the African economy makes it an important case study for understanding the 

opportunities and challenges associated with the African Continental Free Trade Area (AfCFTA). 
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The research delves into the impact of the AfCFTA on Ethiopia's trade and economic integration, 

examining the country's readiness, policies, and institutional structures in navigating this new 

regional economic landscape. Where relevant, the analysis also incorporates a comparative 

perspective, drawing parallels and lessons from the experiences of other African economies or 

regional economic blocs. This comparative analysis aims to provide a broader context and identify 

best practices that can inform policymaking and strategic decision-making in Ethiopia's quest to 

unlock its trade and economic potential through the AfCFTA. 

1.7. Limitations of the Study 

This study on "Unlocking Ethiopia's Trade and Economic Potential through the AfCFTA: 

Opportunities, Challenges, and Policy Imperatives" acknowledges several potential limitations, 

which is going be addressed through the research design and analysis methods. 

Subjectivity of Qualitative Data: As a qualitative study, the research relies heavily on the 

perspectives, experiences, and interpretations of the participants, which can be inherently 

subjective. The findings may be influenced by the personal biases, opinions, and contextual factors 

of the individuals involved in the interviews and focus groups. To mitigate this limitation, the 

study employs rigorous data collection and analysis techniques, such as verbatim transcription, 

systematic coding, and the development of well-grounded themes. 

Challenges in Generalization: Given the in-depth, context-specific nature of the qualitative inquiry, 

the findings of this study may not be easily generalizable to the broader population of Ethiopian 

stakeholders or the wider African continent. The sample size and selection of participants, though 

intended to capture diverse perspectives, may not be fully representative of the entire population 

affected by the AfCFTA. To address this limitation, the study strives to provide rich, contextual 

descriptions of the research setting and participants, allowing readers to assess the transferability 

of the findings to their own contexts. 

Pre-implementation Stage Limitations: As the AfCFTA is still in the process of implementation, 

the study relies on participants' perceptions, expectations, and speculations about the potential 

impacts of the trade agreement, rather than observed and empirical data. This inherent uncertainty 

may introduce limitations in terms of the predictive validity of the findings. To mitigate this 

challenge, the research explicitly acknowledges the speculative nature of the data and focus on 

uncovering the nuanced perspectives and shared experiences of the stakeholders, rather than 

making definitive predictions about the future. Despite these limitations, the proposed study 

employs a range of strategies to enhance the trustworthiness and credibility of the research, 

including triangulation, member checking, and peer review. These measures help to strengthen the 

validity and reliability of the qualitative findings, ensuring that the study provides valuable insights 

to inform policymaking and strategic decision-making regarding Ethiopia's engagement with the 

AfCFTA. 
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1.8. Organization of the Study 

 

Chapter One of this thesis provides a comprehensive introduction to the study, beginning with the 

Background of the Study, which contextualizes the research within its broader academic and 

practical framework. This is followed by a detailed Statement of the Problem, outlining the specific 

issue or gap that the research aims to address. To guide the investigation, the Research Questions 

are formulated, which drive the inquiry and structure the study. The Research Objectives are then 

delineated, starting with the General Objective, which articulates the overarching aim of the 

research, and extending to the Specific Objectives, which detail the precise goals to be achieved. 

The Significance of the Study is discussed to highlight the potential impact and relevance of the 

research findings. Additionally, the Scope of the Study defines the boundaries and focus of the 

research, while the Limitations of the Study acknowledge any constraints or challenges that might 

affect the outcomes. 

Chapter Two of the thesis presents a detailed Literature Review, starting with an analysis of how 

the African Continental Free Trade Area (AfCFTA) could potentially unlock Ethiopia's trade and 

economic potential. This introduction is followed by an examination of Ethiopia's Macroeconomic 

and Trade Profile, which provides the necessary background for understanding the country's 

economic landscape. The section on The African Continental Free Trade Area (AfCFTA) offers a 

comprehensive overview of the trade agreement, its goals, and operational framework. Next, the 

review assesses The AfCFTA and Ethiopia's Preparedness, evaluating the country's readiness to 

engage with and benefit from the AfCFTA. It then explores the Opportunities and Challenges of 

the AfCFTA for Ethiopia, identifying both the potential advantages and obstacles that may arise. 

The discussion on Policy and Institutional Reforms for Harnessing AfCFTA Benefits examines 

the necessary changes to maximize the benefits of the AfCFTA. Insights are further enriched by 

Lessons and Best Practices from Other African Countries, which provide a comparative 

perspective. The chapter also includes a Theoretical Literature Review, which outlines the relevant 

theoretical frameworks, and an Empirical Review, which synthesizes existing research findings. 

The chapter concludes with a Synthesis and Research Gaps section, integrating the insights from 

the literature and highlighting areas where further investigation is needed. 

Chapter Three of the thesis delves into the Research Methodology, starting with an Introduction 

that outlines the purpose and scope of the methodological framework. This is followed by a 

detailed discussion of the Research Approach, which defines the overarching strategy guiding 

the study. The Research Design section then elaborates on the specific plan for conducting the 

research, including the structure and processes to be employed. To gather the necessary 

information, the Data Collection Methods are described, detailing how data will be obtained. The 

Sampling Techniques are then outlined to explain the process of selecting participants or data 

sources. The chapter addresses Validity and Reliability to ensure that the research findings are 

both credible and consistent. Following this, the Data Analysis section describes the methods and 

tools used to interpret the collected data. Finally, Ethical Considerations are discussed, 

emphasizing the importance of adhering to ethical standards throughout the research process. 
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Chapter Four of the thesis, titled Results and Discussion, begins with an Introduction that sets the 

stage for presenting and analyzing the research findings. The chapter proceeds with an Analysis 

of Survey Findings on Ethiopia's Trade and Economic Potential within the AfCFTA, providing a 

detailed examination of the data collected through surveys and how it relates to Ethiopia's 

prospects under the AfCFTA framework. This is followed by the Interpretation of the Interview 

Questions and Summarized Answers, where insights from interviews are discussed and 

synthesized to offer a deeper understanding of the qualitative aspects of the research. 

Chapter Five focuses on Summary, Conclusion, and Recommendations. It starts with a Summary 

of the Findings, highlighting the key results and their significance, and includes a section on 

Implications for Policy and Practice in Ethiopia, which discusses how the findings impact current 

policies and practices. The Conclusion provides a concise recap of the research outcomes and 

their relevance. This is followed by Recommendations based on the findings, suggesting 

actionable steps for stakeholders. The chapter concludes with Suggestions for Future Research, 

identifying areas where further investigation could build upon the study's results. 

The thesis ends with a section for References, listing all sources cited throughout the research, 

and Appendices, which include supplementary material such as raw data, detailed tables, and 

additional documentation relevant to the study. 

This structure provides a comprehensive outline for the thesis, covering the essential elements of 

introduction, literature review, methodology, results and discussion, and conclusion with 

recommendations. The specific sections can be expanded or refined further based on the research 

objectives and findings. 
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CHAPTER TWO 

LITERATURE REVIEW 

 

2.1. Theoretical Literature Review  

With a population of over 1.2 billion people, Africa represents a huge market for goods and 

services. In addition, the continent is rich in natural resources, including oil, minerals, and 

agricultural land. Despite these advantages, Africa has historically struggled to attract foreign 

investment and develop thriving economies. However, recent years have seen a shift in perception, 

with many experts recognizing the potential for economic growth in Africa. According to the 

World Bank, Africa's GDP is projected to grow at an average rate of 3.4% between 2020 and 2022. 

This growth is expected to be driven by factors such as urbanization, a growing middle class, and 

advancements in technology. Furthermore, initiatives such as the African Continental Free Trade 

Area (AfCFTA) are aimed at promoting intra-African trade and facilitating economic integration. 

These developments provide a foundation for Africa to unlock its economic potential and become 

a major player in the global economy. 

Conceptualizing Regional Economic Integration: According to Vector A's description, integration 

can be simply understood as joining disparate elements or units to create a whole or as establishing 

interdependence. It might also symbolize a scenario where states start to rely on one another for 

whatever parts of their relationships they wish to have (Adetula, 2004). In the meanwhile, 

following World War II, regional economic integration gained widespread acceptance. The 

primary characteristic of these integrations is the removal of all trade barriers between the 

participating nations in order to establish free trade on their respective markets while 

discriminating against the rest of the globe. 

Africa's Economic Potential and Challenges: Based on UNCTADstat data, UNCTAD's estimations 

indicate that Africa has a sizable domestic market with significant prospects and difficulties. It has 

a sizable position and great potential in the global economy, with a combined national income of 

$2.1 trillion in 2016 and a population of over 1.2 billion. However, there are obstacles preventing 

African nations from reaching their full potential (UNCTAD 2019). There exist significant 

disparities in economic growth within African nations as well as between African nations and 

developed nations. Africa makes up 16.3% of the world's population, but just 2.9% of the global 

economy is based there. Stated otherwise, the average per capita income of African nations, which 

stands at $1,843, is approximately one-sixth of the global average (UNCTADstat). 
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Ethiopia's Economic Performance and Trade Landscape: Ethiopia is the second most populous 

country in Africa with 115 million people and a development success on several measures. The 

country has been one of the fastest growing economies in the world and the fastest in Africa, with 

an annual growth rate of 9.1% over the FY2019/2020 (WDI, 2021; World Bank, 2021a). Ethiopia 

has been exhibiting economic transformation. The share of industry (including the construction 

center ) to total value added has increased from 9.7% in 2011 to 23.1% in 2020, while the share of 

the agricultural sector declined from 41.2% t 35% during the same period. The growth was 

accompanied by poverty reduction, with the share of population living on less than $1.9% a day 

(2011 PPP) declining by 8 percentage points to 30.8% between 2004and 2015, The economic and 

development gains have been influenced by the shift in government strategy in 2010 from 

agricultural-led growth (Haile; 2010). Ethiopia has participated in various regional and continental 

trade agreements like other African countries. However, the country has struggled to fully 

capitalize on the advantages of these agreements, resulting in a lack of economic growth and 

market opportunities (Source; Author's Compilation). The effectiveness of trade agreements and 

the trade policies of the country are being questioned. Despite the continent's lack of successful 

stories with trade agreements, countries are actively seeking better trade opportunities through 

regional and continental free trade agreements. However, Ethiopia is currently not part of any trade 

agreements, which indicates the complexity of the country's trade policy and the instability of its 

trade industry. 

The pursuit of regional integration has been a central focus for African nations since gaining 

independence. While some countries initially opted for import substitution strategies, regional 

trade agreements gradually emerged as a means of overcoming the limitations of fragmented and 

isolated domestic markets (Mold, 2018). Even during the colonial era, cross-border agreements 

were in place, and many of these have evolved to adapt to the changing dynamics in the region 

and the global economy (Gibb, 2006). The establishment of the Organization of African Unity 

(OAU) in 1963, later succeeded by the African Union, was a significant milestone in Africa's 

integration efforts. The OAU sought to promote collaboration for development, foster unity, and 

strengthen solidarity among African governments (Adebajo, 2010). Concurrently, the African 

Development Bank Group was created as a financial entity to support these goals and facilitate 

greater cooperation in investment initiatives (AfDB, 2023). 

The 1991 Abuja Treaty further bolstered the integration process by establishing eight Regional 

Economic Communities (RECs) as the building blocks of the African Economic Community. 

These RECs, including ECOWAS, SADC, COMESA, and others, cover various geographical 

regions of the African continent, although with some overlaps in member states (Hartzenberg, 

2011). The Abuja Treaty set a deadline of 2023 for the establishment of the integrated African 

Economic Community (Mawejje and Bategeka, 2013). In the 2000s, the African Union recognized 

the structural and financial challenges in implementing the Abuja Treaty and offered solutions. As 

a key step, the Tripartite Free Trade Area negotiations were initiated in 2008 between COMESA, 

EAC, and SADC (Erasmus, 2011). This paved the way for the eventual establishment of the 
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Continental Free Trade Area (CFTA) in 2018, signed by 44 African Union member states 

(Afreximbank, 2019). 

The CFTA aims to realize Africa's Agenda 2063, advance the African Economic Community, and 

strengthen integration among African Union member states. However, the continent's capacity to 

maintain robust free trade agreements remains limited, hindering economic development and the 

creation of a cooperative regional market (Chiumya, 2009). To unlock Africa's trade and economic 

potential, it is crucial to establish unified and well-organized trade partnerships, as well as 

effectively implement the CFTA and other regional trade agreements (Karingi and Fabbrini, 2019). 

 

 

2.2. Ethiopia's Macroeconomic and Trade Profile 

Ethiopia is the second most populous country in Africa, with a population of 118 million as of 

2021 (ODI-GIZ, 2023). Prior to the COVID-19 pandemic, Ethiopia was one of the fastest-growing 

economies in the world, with an annual GDP growth rate of 9.1% over the decade to FY 2019/20 

(ODI-GIZ, 2023). This rapid economic growth was driven by a shift in government strategy in 

2010 from agriculture-led to manufacturing-led growth, supported by significant public 

infrastructure investment (ODI-GIZ, 2023). However, Ethiopia's economic growth has slowed in 

recent years due to the disruptions caused by COVID-19 and the intensification of conflict in 

Northern Tigray. GDP growth slowed to 6% in FY 2020/21 and is expected to further slow to 3.8% 

in FY 2021/22 (ODI-GIZ, 2023). The conflict in Tigray remains fragile, with several garment 

firms reporting closures and layoffs, and FDI inflows declining by 17% in FY 2021/22 (ODI-GIZ, 

2023). Ethiopia is currently at high risk of debt distress and is seeking debt treatment from the G20 

(ODI-GIZ, 2023). Despite its rapid economic growth, Ethiopia's trade openness remains relatively 

low, with trade (exports and imports) accounting for only 27% of GDP as of 2020, compared to 

50% for sub-Saharan Africa as a whole (ODI-GIZ, 2023). Exports are dominated by coffee, oil 

seeds, and chat, with limited diversification into higher-value-added products (ODI-GIZ, 2023). 

Intra-African goods trade comprised only 10.8% of Ethiopia's total trade as of FY 2020/21 (ODI-

GIZ, 2023).  

 

Ethiopia has experienced impressive economic growth in recent decades, with an average annual 

GDP growth rate of 9.8% between 2010 and 2020 (World Bank, 2019). The country's economy is 

characterized by a large and rapidly expanding population, a significant agricultural sector, and a 

growing manufacturing base, particularly in industries such as textiles, leather, and agro-

processing (IMF, 2020). Ethiopia's trade performance has been mixed, with a persistent trade 

deficit driven by the dominance of primary commodity exports and the reliance on imports of 

capital goods and intermediate inputs (World Bank, 2019). The country has been actively engaged 

in regional economic integration efforts, including its membership in the East African Community 
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(EAC) and the Intergovernmental Authority on Development (IGAD) (Hailu, 2014). However, the 

country's trade agreements and regional integration initiatives have faced challenges in fully 

unlocking Ethiopia's export potential and diversifying its trade patterns (Gebremariam, 2018). 

2.3. The African Continental Free Trade Area (AfCFTA) 

The African Continental Free Trade Area (AfCFTA) is a landmark trade agreement that aims to 

create a single market for goods and services across the African continent. Signed in 2018 and 

launched in 2019, the AfCFTA represents a significant step towards deeper economic integration 

and the realization of the African Union's vision of an "integrated, prosperous and peaceful Africa" 

(Abrego et al., 2020). The agreement's key objectives include the elimination of tariffs on 90% of 

goods, the liberalization of trade in services, and the facilitation of the free movement of people, 

capital, and investments across the continent (Mevel & Karingi, 2012). Numerous studies have 

examined the potential economic impacts of the AfCFTA on African countries and regions. Saygili 

et al. (2018) estimated that the full implementation of the AfCFTA could increase intra-African 

trade by 33% and boost the continent's GDP by 1%. The Tralac Trade Law Centre (2019) further 

highlighted the agreement's potential to drive industrialization, diversify exports, and foster the 

integration of African economies into global value chains. 

However, the effective implementation of the AfCFTA faces several challenges and barriers. 

Afreximbank (2018) identified significant financing needs for infrastructure development, trade 

facilitation, and capacity building, which must be addressed to support the agreement's 

implementation. The United Nations Economic Commission for Africa (UNECA, 2018) also 

underscored the need to tackle non-tariff barriers, strengthen institutions, and harmonize policies 

across the continent to fully realize the benefits of the AfCFTA. 

2.4. The AfCFTA and Ethiopia's Preparedness 

Ethiopia's nascent stage of global and regional trade integration limits its experience with full free 

trade agreement (FTA) processes, indicating significant preparatory needs before the country can 

participate meaningfully in the AfCFTA (ODI-GIZ, 2023). These preparatory needs include 

drafting offers, negotiations, domestication of FTA commitments, and building institutional 

capacity for implementation (ODI-GIZ, 2023). The international community could provide 

targeted capacity support to help Ethiopian policymakers expedite their AfCFTA participation and 

craft and implement a national AfCFTA strategy (ODI-GIZ, 2023). This support could be crucial 

in unlocking Ethiopia's trade and economic potential through the AfCFTA. 

In summary, the literature review highlights Ethiopia's recent macroeconomic and trade 

challenges, its relatively low trade openness, and its limited experience in navigating full FTA 

processes, which pose significant preparatory needs for the country to meaningfully participate in 

the AfCFTA. The review also suggests that targeted capacity support from the international 

community could be instrumental in helping Ethiopia unlock its trade and economic potential 

through the AfCFTA. 
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2.5. Opportunities and Challenges of the AfCFTA for Ethiopia 

The African Continental Free Trade Area presents both opportunities and challenges for Ethiopia's 

trade and economic development. Abate (2019) identified Ethiopia's comparative advantages in 

the agricultural, manufacturing, and service sectors, which could be further leveraged within the 

AfCFTA context. Abebe and Schaefer (2015) highlighted the market access opportunities that the 

AfCFTA could offer, particularly in terms of expanding trade and investment in the East African 

region. 

However, Ethiopia may face various infrastructure, regulatory, and capacity-building challenges 

in fully capitalizing on the benefits of the AfCFTA. Karingi and Fekadu (2013) emphasized the 

need for significant investments in transport, energy, and digital infrastructure to facilitate cross-

border trade and integration. Fessehaie and Rustomjee (2018) also underscored the importance of 

addressing institutional and policy bottlenecks, such as harmonizing trade and investment 

regulations, to enable Ethiopia's effective participation in the continental free trade area. 

2.6. Policy and Institutional Reforms for Harnessing AfCFTA Benefits 

Realizing the potential benefits of the AfCFTA for Ethiopia will require a comprehensive set of 

policy and institutional reforms at both the national and regional levels. Kilama (2016) highlighted 

the need for trade facilitation measures, such as the simplification of customs procedures, the 

digitalization of trade processes, and the establishment of effective dispute resolution mechanisms. 

UNECA (2020) further advocated for the development of investment promotion strategies, the 

strengthening of regional value chains, and the enhancement of private sector participation to 

support Ethiopia's engagement with the AfCFTA. The role of international partners and the private 

sector in shaping Ethiopia's AfCFTA strategy has also been emphasized in the literature. Barka 

(2012) and Chinguwo and Chidede (2019) underscored the importance of collaboration between 

the government, civil society, and development partners in designing and implementing AfCFTA-

related policies and programs. 

2.7. Lessons and Best Practices from Other African Countries 

Examining the experiences of other African countries in leveraging the AfCFTA can provide 

valuable insights for Ethiopia's trade and economic transformation. Ajibo (2020) and Bosiu and 

Rennkamp (2020) presented case studies on how countries like South Africa and Mauritius are 

adapting their policies and institutions to capitalize on the opportunities presented by the 

continental free trade agreement. Comparative analyses of successful African economies have also 

highlighted the critical role of policy and institutional reforms in harnessing the benefits of regional 

integration. Tralac (2020) and UNCTAD (2019) identified best practices, such as the 

harmonization of trade regulations, the development of regional value chains, and the 

strengthening of public-private partnerships, which can inform Ethiopia's approach to the 

AfCFTA. 

The CFTA aims to realize Africa's Agenda 2063, advance the African Economic Community, and 

strengthen integration among African Union member states. However, the continent's capacity to 
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maintain robust free trade agreements remains limited, hindering economic development and the 

creation of a cooperative regional market (Chiumya, 2009). To unlock Africa's trade and economic 

potential, it is crucial to establish unified and well-organized trade partnerships, as well as 

effectively implement the CFTA and other regional trade agreements (Karingi and Fabbrini, 2019). 

2.9. Empirical Review: 

The existing empirical literature on Ethiopia's trade and economic potential, as well as the 

opportunities and challenges presented by the African Continental Free Trade Area (AfCFTA), 

provides a solid foundation for the proposed thesis.  

Ethiopia's Trade and Economic Landscape: Several studies have analyzed Ethiopia's trade patterns 

and economic performance. Yohannes and Worku (2020) examined the country's export 

composition and found a high concentration in agricultural and primary commodities, suggesting 

the need for export diversification. Alemayehu and Berhe (2017) highlighted Ethiopia's untapped 

market potential, owing to its large and growing population, strategic location, and natural resource 

endowments. However, they also identified persistent challenges of poverty, infrastructure 

deficiencies, and institutional weaknesses that have hindered the country's economic development. 

AfCFTA and Ethiopia's Trade Opportunities: The AfCFTA is expected to create significant 

opportunities for African countries, including Ethiopia. Abebe and Kebede (2021) estimated that 

the AfCFTA could increase Ethiopia's exports by 12.4% and imports by 11.6%, leading to an 

overall welfare gain. Gebrehiwot and Woldegiorgis (2020) argue that the AfCFTA can help 

Ethiopia diversify its exports, integrate into regional and global value chains, and attract foreign 

direct investment, particularly in the manufacturing sector. Challenges and Barriers to AfCFTA 

Implementation in Ethiopia: While the AfCFTA presents opportunities, there are also challenges 

and barriers to its effective implementation in Ethiopia. Tesfaye and Gebrehiwot (2019) identified 

infrastructure gaps, limited access to trade finance, and weak institutional capacities as major 

impediments to Ethiopia's participation in the AfCFTA. Abebe and Abebe (2020) highlighted the 

need for policy and regulatory reforms to address the capacity constraints of the private sector and 

improve the overall business environment in Ethiopia. 

Policy and Institutional Reforms: Existing research emphasizes the importance of policy and 

institutional reforms to unlock Ethiopia's trade and economic potential through the AfCFTA. 

Gebreeyesus and Mengistae (2012) recommended targeted industrial policies, such as export 

promotion and investment incentives, to support the country's economic diversification. Tessema 

and Wondemu (2017) advocated for strengthening trade facilitation measures, including customs 

modernization and logistics improvements, to enhance Ethiopia's competitiveness. This empirical 

review highlights the key areas of research that have been explored in the context of Ethiopia's 

trade and economic potential, the AfCFTA, and the policy and institutional reforms necessary to 

realize the benefits of regional integration. The proposed thesis will build upon this existing 

knowledge and contribute to the ongoing discourse on unlocking Ethiopia's trade and economic 

potential through the African Continental Free Trade Area. 
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2.10. Synthesis of Existing Literature 

The extant literature has provided valuable insights into Ethiopia's trade and economic dynamics 

in the context of the African Continental Free Trade Area (AfCFTA). The reviewed studies have 

highlighted several key opportunities and challenges that Ethiopia faces in leveraging the AfCFTA 

for sustainable economic development. 

The scholarly articles and reports examined in this review have converged on several crucial 

points. Firstly, researchers unanimously agree that the AfCFTA presents significant opportunities 

for Ethiopia to expand its export markets, attract foreign direct investment, and integrate into 

regional and global value chains (Abebe & Schaefer, 2020; Hailu, 2021; Woldu & Assefa, 2022). 

The elimination of tariffs and non-tariff barriers, as well as the harmonization of trade policies and 

regulations under the AfCFTA framework, are expected to boost Ethiopia's trade competitiveness 

and diversify its export base beyond traditional commodities. However, the literature also 

highlights the major challenges that Ethiopia must address to fully capitalize on the AfCFTA. 

These include infrastructural deficiencies, limited productive capacity and technological 

capabilities, institutional weaknesses, and inadequate trade facilitation mechanisms (Gebrehiwot 

& Tesfaye, 2021; Merso & Asfaw, 2022; Teshome & Ayele, 2020). Researchers emphasize the 

need for Ethiopia to undertake comprehensive reforms and investments in these areas to enhance 

its export readiness and maximize the benefits of the AfCFTA. Additionally, the reviewed studies 

underscore the importance of effective policies and strategies to manage the potential negative 

impacts of the AfCFTA, such as revenue losses from tariff reductions, increased competition from 

more efficient regional producers, and the need to protect sensitive domestic industries (Addis & 

Nuru, 2021; Berhanu & Getachew, 2022; Weldesilassie & Bekele, 2020). 

While the existing literature provides a solid foundation for understanding Ethiopia's trade and 

economic dynamics in the context of the AfCFTA, several areas warrant further research and 

investigation: Sector-specific analyses: The majority of the studies have adopted a broad, 

economy-wide perspective, but more in-depth, sector-specific analyses are needed to identify the 

unique challenges and opportunities for key industries, such as agriculture, manufacturing, and 

services. Longitudinal and comparative studies: Most of the reviewed studies are based on cross-

sectional data or short-term projections. Longitudinal studies tracking the long-term impact of the 

AfCFTA on Ethiopia's trade and economic performance, as well as comparative analyses with 

other African countries, would provide valuable insights. Stakeholder perspectives: While the 

literature has explored the views of policymakers and experts, there is a need for more 

comprehensive stakeholder engagement, including the perspectives of private sector actors, civil 

society organizations, and local communities, to better understand the multifaceted implications 

of the AfCFTA. 

Policy implementation and effectiveness: Further research is required to examine the effectiveness 

of policy interventions and reform efforts undertaken by the Ethiopian government to harness the 

benefits of the AfCFTA and address the associated challenges. Regional integration and trade 

facilitation: Additional studies are needed to investigate the role of regional integration initiatives, 
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such as the Horn of Africa Initiative, and the development of trade facilitation mechanisms in 

enhancing Ethiopia's trade and economic integration within the AfCFTA framework. By 

addressing these research gaps, future studies can contribute to a more nuanced and comprehensive 

understanding of Ethiopia's trade and economic potential under the AfCFTA, ultimately informing 

more effective policymaking and strategic planning. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 
 

3.1.Introduction 

 

This chapter lays out the research methodology underpinning my study, "Unlocking Ethiopia's 

Trade and Economic Potential through the AfCFTA: Opportunities, Challenges, and Policy 

Imperatives." Given that the AfCFTA agreement is still in the negotiation phase and has not yet 

been fully implemented, my research adopts a predominantly qualitative approach to uncover the 

nuanced perspectives and insights of key stakeholders. Rather than relying on quantitative data, 

which may be limited due to the prospective nature of the AfCFTA's implementation in Ethiopia, 

I delve deep into the perceptions, expectations, and concerns of government officials, private 

sector representatives, academic experts, and development partners. This qualitative inquiry allows 

me to paint a rich, textured picture of the opportunities and challenges that Ethiopia may face as it 

navigates the uncharted waters of the continental free trade area. 

The research design encompasses a range of data collection methods, including in-depth 

interviews, focus group discussions, and the analysis of policy documents and scholarly literature. 

I meticulously analyze the gathered data using qualitative techniques such as thematic analysis and 

content analysis, in order to distill the critical themes, patterns, and insights that can inform 

Ethiopia's strategic positioning and policymaking within the evolving AfCFTA landscape. 

Throughout the research process, I am cognizant of ethical considerations, ensuring the 

confidentiality and anonymity of my participants, as well as obtaining the necessary informed 

consent. The goal is to generate findings that are not only academically rigorous, but also 

practically relevant and impactful for Ethiopia's economic development and integration into the 

African Continental Free Trade Area. 

 

3.2. Research Approach 

The proposed study employs a qualitative research design to explore the nuanced and context-

specific aspects of Ethiopia's prospective trade and economic opportunities under the anticipated 

African Continental Free Trade Area (AfCFTA). This exploratory approach allows for an in-

depth understanding of the hypothetical experiences, perspectives, and insights that various 

stakeholders envisage regarding the potential impacts and implications of the proposed trade 

agreement. Given the nascent and speculative nature of the AfCFTA negotiations, a qualitative 

inquiry is well-suited to unravel the multifaceted and intricate dynamics that could shape 

Ethiopia's trade and economic landscape under this ambitious continental initiative. Rather than 

relying on limited quantitative data, which may be unavailable or speculative at this pre-

implementation stage, the study delves deep into the perceptions, expectations, and concerns 
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expressed by diverse actors who have a vested interest in the potential outcomes of the AfCFTA 

for Ethiopia's economic development. 

3.3. Research Design: 

The research design for this thesis follows a sequential exploratory strategy, which involves 

conducting the qualitative data collection and analysis first, followed by the quantitative data 

collection and analysis. The qualitative data collection involves in-depth, semi-structured 

interviews with key stakeholders, including policymakers from relevant government ministries, 

industry representatives, and subject matter experts. The interviews explore participants' 

perspectives, experiences, and insights on the various factors impacting Ethiopia's participation in 

the AfCFTA. Additionally, focus group discussions conducted to gather collective views and 

facilitate discussions on the research topic. 

The qualitative data is analyzed using thematic analysis, where the research identifies and interpret 

emerging themes and patterns. The findings from this phase then informs the development of the 

quantitative research instruments, such as surveys and data collection templates. The quantitative 

phase involves the collection and analysis of secondary data from government agencies, 

international organizations, and other reliable sources. This data includes trade statistics, 

macroeconomic indicators, and other relevant economic and policy-related information. The 

quantitative analysis focuses on identifying trends, patterns, and relationships that can provide a 

broader, data-driven understanding of Ethiopia's trade and economic performance within the 

AfCFTA context. 

The final stage of the research design involves the integration and synthesis of the qualitative and 

quantitative findings. This enables me to develop a comprehensive understanding of the 

opportunities, challenges, and policy imperatives for unlocking Ethiopia's trade and economic 

potential through the AfCFTA. The sequential exploratory strategy allows me to first gain a 

deeper, contextual understanding of the research problem through the qualitative phase, and then 

use these insights to inform the quantitative data collection and analysis. This mixed-methods 

approach is well-suited for this thesis, as it combines the richness of qualitative data with the 

breadth and generalizability of quantitative findings. 

 

3.4. Sampling Technique 

For my data collection, I employed a combination of purposive and snowball sampling 

techniques. Purposive Sampling: For the purposive sampling, I targeted the following key 

stakeholder groups and their approximate sample sizes: Government officials and policymakers 

involved in Ethiopia's AfCFTA negotiations and implementation Process: Approximately 10-15 

respondents. This group includes representatives from the Ministry of Trade and Regional 

Integration, the AfCFTA National Coordination Office, and other relevant government agencies. 

Private sector representatives, including exporters, importers, and industry associations: 

Approximately 15-20 respondents. This involves engaging with representatives from the 
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Ethiopian Chamber of Commerce and Sectoral Associations, export-oriented manufacturing 

firms, and various trade and industry associations. 

Officials from regional and continental economic bodies: Approximately 5-8 respondents. I plan 

to interview representatives from the African Union Commission, the AfCFTA Secretariat, and 

the United Nations Economic Commission for Africa (UNECA). Academic experts and 

researchers: Approximately 8-12 respondents. This group consists of professors and researchers 

from Ethiopian universities, think tanks, and research institutes who specialize in trade, economic 

development, and AfCFTA-related issues. Development partners and international organizations: 

Approximately 8-12 respondents. I also get perspectives from representatives of the World Bank, 

the International Monetary Fund and other bilateral and multilateral development agencies 

working on trade and economic issues in Ethiopia. This purposive sampling approach allows me 

to gather insights from a diverse range of key stakeholders with direct involvement and expertise 

related to Ethiopia's participation in the AfCFTA. 

Snowball Sampling: In addition to the purposive sampling, I also utilized a snowball sampling 

technique. This involves asking the initial respondents from my purposive sample to recommend 

other relevant stakeholders who they believe could contribute valuable insights to my research. I 

anticipate this snowball approach yielding additional 10-15 respondents, depending on the 

connections and networks of the initial interviewees. Based on the combination of purposive and 

snowball sampling, The total sample size for my study to range from approximately around 90 

respondents. This range should provide me with the depth and breadth of perspectives needed to 

comprehensively address my research objectives. However, that I may need to adjust the actual 

sample size as I progress with my data collection. Factors such as the availability and willingness 

of the targeted respondents, the quality and richness of the data collected, as well as any resource 

and time constraints of the research project, may necessitate revisions to the sample size. 

3.5. Data Collection Methods 

3.5.1 Interviews 

Semi-Structured Interviews: 

Semi-structured interviews conducted with key informants, including trade experts, government 

officials, business leaders, and representatives from relevant international organizations. This 

method allows for flexibility in probing deeper into specific areas of interest while maintaining a 

consistent structure across interviews. The interview guides cover topics such as: 

- Perceived opportunities offered by the AfCFTA for Ethiopia. 

- Challenges and barriers to maximizing these opportunities. 

- Recommendations for policy measures to enhance trade and economic performance. 

 

3.5.2Focus Groups 

Focus groups organized with a diverse range of participants, including representatives from the 

Ethiopian Chamber of Commerce, the AfCFTA Secretariat, the African Union Commission, as 

well as stakeholders from key economic sectors such as agriculture, manufacturing, and services. 
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This interactive method facilitates the exchange of ideas and collective views among 

participants, providing rich, qualitative data on the shared experiences and concerns regarding 

the AfCFTA's potential impact on Ethiopia's trade and economic landscape. Given the nascent 

and speculative nature of the AfCFTA negotiations, a qualitative inquiry is well-suited to unravel 

the multifaceted and intricate dynamics that could shape Ethiopia's trade and economic future 

under this ambitious continental initiative 

3.6. Validity and Reliability 

 

Triangulation: To ensure the validity and reliability of the research findings, the study employs a 

triangulation approach by drawing on multiple data sources and methods. The qualitative data 

collected through in-depth interviews and focus group discussions complemented by a review of 

relevant policy documents, academic literature, and industry reports. This cross-verification of 

data from diverse sources strengthens the research conclusions and provide a more 

comprehensive understanding of the factors shaping Ethiopia's trade and economic potential 

under the AfCFTA. 

Member Checking: The research team engages in an ongoing process of member checking to 

validate the accuracy and credibility of the findings. Participants from the interviews and focus 

groups are invited to provide feedback on the transcribed data and preliminary analytical themes. 

This iterative process allows the researchers to ensure that the interpreted findings truly reflect the 

perspectives and experiences shared by the stakeholders, enhancing the overall trustworthiness of 

the study. 

Peer Review: To further strengthen the validity and reliability of the research, the study's 

methodology and findings subjected to peer review. The research team seeks the input and 

feedback of experts in the field of international trade, African economic development, and 

qualitative research methods. This peer review process helps to identify potential biases, 

methodological flaws, or alternative interpretations, thereby enhancing the rigor and credibility of 

the research. By incorporating these measures of triangulation, member checking, and peer review, 

the proposed study ensures the validity and reliability of the qualitative data analysis and the 

subsequent research conclusions. This multi-pronged approach bolsters the confidence in the 

findings and their ability to inform policymaking and strategic decision-making regarding 

Ethiopia's engagement with the AfCFTA. 

 

 

3.7. Data Analysis 

 

3.7.1 Thematic Analysis 

The qualitative data collected through in-depth interviews and focus group discussions analyzed 
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using a thematic analysis approach facilitated by SPSS software. This comprehensive analytical 

process involves several key steps to ensure a rigorous and systematic interpretation of the 

research findings. 

Transcription: All interview and focus group recordings meticulously transcribed verbatim to 

create a comprehensive dataset for analysis. This transcription process preserves the authenticity 

and nuance of the participants' responses, providing a solid foundation for the subsequent stages 

of data analysis. Coding: The transcribed data then be carefully reviewed, and significant 

statements, phrases, and concepts related to the research questions identified and coded using SPSS 

software. This coding process allows for the systematic organization and categorization of the 

qualitative data, laying the groundwork for the identification of broader themes. Theme 

Development: Building upon the coded data, the research team groups the various codes into 

coherent themes that represent the major patterns and insights emerging from the interviews and 

focus group discussions. SPSS is instrumental in facilitating this thematic analysis, enabling the 

researchers to identify, refine, and organize the overarching themes that capture the essence of the 

stakeholders' perspectives on the opportunities, challenges, and policy imperatives associated with 

Ethiopia's participation in the AfCFTA. Interpretation: The final stage of the qualitative data 

analysis involves interpreting the derived themes to provide rich, contextual insights into the 

multifaceted aspects of Ethiopia's trade and economic potential under the AfCFTA. Using SPSS, 

the research team examines the relationships and interconnections between the various themes, 

generating a comprehensive understanding of the complex dynamics that could shape Ethiopia's 

engagement with this continental trade initiative. By leveraging the analytical capabilities of SPSS 

software, the proposed study ensures a rigorous and systematic approach to the qualitative data 

analysis, enabling the researchers to uncover the nuanced and context-specific factors that could 

unlock Ethiopia's trade and economic potential through the AfCFTA. 

Quantitative methods: The methodological approach for this thesis encompasses both quantitative 

and qualitative techniques. The quantitative analysis begins with descriptive statistics, which 

provides a comprehensive overview of the key variables and indicators related to Ethiopia's trade 

performance, economic development, and participation in the AfCFTA. This is followed by 

regression analysis, which will help identify the significant determinants and relationships between 

various factors influencing Ethiopia's trade and economic integration within the regional 

framework. Additionally, input-output analysis employed to assess the linkages and multiplier 

effects across different sectors of the Ethiopian economy, shedding light on the potential inter-

Sectoral impacts of the AfCFTA. These quantitative methods are complemented by qualitative 

approaches, such as in-depth interviews with policymakers, industry experts, and other 

stakeholders, to gain a deeper understanding of the contextual factors, challenges, and 

opportunities shaping Ethiopia's trade and economic dynamics within the AfCFTA. The 

integration of these mixed methods enables a holistic and rigorous analysis of the research 

problem. 
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Qualitative methods: In addition to the quantitative techniques, the research methodology also 

incorporates various qualitative approaches. Thematic analysis is employed to identify and 

interpret the emerging themes and patterns from the in-depth interviews conducted with key 

stakeholders, such as policymakers, industry representatives, and subject matter experts. This 

provides a rich, contextual understanding of the opportunities, challenges, and policy imperatives 

surrounding Ethiopia's trade and economic integration within the AfCFTA framework. The study 

also involves a comprehensive review of relevant policy documents, including government 

strategies, development plans, and trade agreements, to analyze the policy environment and 

institutional structures shaping Ethiopia's participation in the regional integration process. 

Furthermore, the research leverages case studies to delve into specific experiences, best practices, 

and lessons learned from other African economies or regional economic blocs, where relevant. 

The combination of thematic analysis, policy document review, and case studies enables a holistic 

and nuanced understanding of the multifaceted factors influencing Ethiopia's trade and economic 

potential through the AfCFTA.  

Theoretical Frameworks: The theoretical foundation of this thesis draws on key concepts from 

international trade theory, regional economic integration theories, and frameworks of economic 

development and industrialization. The principle of comparative advantage, which highlights a 

country's ability to produce certain goods and services more efficiently than others, is a crucial 

lens through which to analyze Ethiopia's trade potential within the AfCFTA context. Additionally, 

theories of new trade, which emphasize the role of economies of scale, product differentiation, and 

imperfect competition, provides insights into the dynamics of regional economic integration and 

the potential gains for Ethiopia. Furthermore, the research grounds in the broader theories of 

economic development and industrialization, which can shed light on the policy imperatives and 

institutional requirements for Ethiopia to capitalize on the opportunities presented by the AfCFTA 

and unlock its trade and economic potential. By integrating these theoretical perspectives, the 

thesis aims to develop a comprehensive understanding of the multifaceted factors shaping 

Ethiopia's trade and economic integration within the African continent. 

 

3.8. Ethical Considerations 

The research adheres to the highest ethical standards throughout the study. Informs consent critical 

aspects of the research process. All participants are provided with a comprehensive explanation of 

the study's purpose, methodology, and potential risks and benefits. Additionally, they are assured 

that their personal information and responses will be kept strictly confidential. To maintain 

confidentiality, the data collected are anonymized. Participants are assured that their responses are 

used solely for academic purposes and cannot be shared with any third parties without their explicit 

permission. 

Furthermore, the researcher ensures that the research design and data collection methods do not 

pose any undue risks or harm to the participants. The study conducts in a manner that respects the 
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rights, dignity, and well-being of all involved. If any sensitive or potentially distressing topics arise 

during the research process, the researcher prepares to provide appropriate support or referrals to 

the participants. The researcher also adheres to the institutional review or ethics committee 

guidelines and obtain the necessary approvals before commencing the study. By upholding these 

ethical principles, the researcher aims to build trust with the participants, safeguard their rights, 

and maintain the integrity and credibility of the research. Ethical considerations are a guiding 

principle throughout the study, ensuring that the research is conducted in a responsible, 

transparent, and accountable manner. 
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CHAPTER FOUR 

RESULT AND DISCUSSION 

4.1. Introduction 

This chapter intends to reveal the findings and statistical analysis used to evaluate the research 

question that has been established in earlier chapters. Subsequent to the data screening process and 

also the chapter reports the results of the screening for errors in the sample and the procedural 

check on the instruments utilized. With the help of the preliminary and analysis of the results, the 

study tries to assess the “Unlocking Ethiopia's Trade and Economic Potential through the AfCFTA: 

Opportunities, Challenges, and Policy Imperatives”. Therefore, this chapter has two parts: the first 

part deals with the characteristics of the respondents and the second part presents the analysis and 

interpretation of the main data. 

To this end, both quantitative and qualitative data obtained through questionnaire, open ended 

items and interview were used to answer the basic research questions. Due to their large size, 

respondents were selected randomly and included in the sample. Accordingly, 83 sample 

respondents were participated in the study. The number of participants involved in the study and 

sampling proportion was statistically representative and adequate to make the analysis and 

inference as well. The respondents were provided with 90 questionnaires (both close& open 

ended). Accordingly, 83 (92.22%) of them scientifically selected from the sample respondents and 

returned the questionnaire just in time while the remaining 7 (7.78 %) of the respondents did not 

returned back the questionnaire for various reasons. 

The collected data were analyzed by descriptive. Descriptive statistics such as frequency count, 

percentage, mean and standard deviation respectively also undertaken by using the “Statistical 

Package for the Social Sciences” (SPSS) version 25 software. Since the objective of this study was 

to understand the issues related to the Unlocking Ethiopia's Trade and Economic Potential through 

the AfCFTA: Opportunities, Challenges, and Policy Imperatives”. Initially the responses to 

questionnaire with the sample respondents were quantitatively analyzed whereas responses gained 

open ended items and interview sessions were qualitatively analyzed and the central themes 

mentioned in the questionnaire as open items in concerning the research questions were identified. 



31 
 

4.2. Analysis of Survey Findings on Ethiopia's Trade and Economic Potential within 

the AfCFTA 

1. OPPORTUITIES 

 

Table 1: Descriptive Statistics 

Items N Mean Std. Deviation 

Economic Growth 83 2 0.49386 

Economic Growth 83 2.0964 0.69167 

Employment Opportunities 83 1.8313 0.37674 

Employment Opportunities 83 1.759 0.65501 

Trade Liberalization Impact on Employment 83 4.1807 0.58736 

Total 83   
Source: Survey data 2024 

Interpretation: 

Economic Growth: The mean values for the two items related to economic growth (1.1 and 1.2) 

are 2.0 and 2.09, respectively, indicating a relatively moderate level of economic growth in 

Ethiopia over the past five years. The standard deviations of 0.49 and 0.69 suggest a low to 

moderate level of variability in the responses, implying a general consensus among respondents 

on the overall economic growth and its contributing factors. 

Employment: The mean values for the items related to changes in employment opportunities (2.1 

and 2.2) are 1.83and 1.75, respectively, suggesting that respondents have experienced some 

positive changes in employment opportunities in recent years. The standard deviations of 0.37 and 

0.65indicate a relatively low to moderate level of variability in the responses, suggesting a fairly 

consistent pattern of employment changes across the sample. The mean value of 4.18 for the item 

related to the impact of trade liberalization on employment generation (2.3) indicates a relatively 

high positive perception among respondents, with a standard deviation of 0.58 suggesting a 

moderate level of consensus. 

Overall, the descriptive statistics suggest that Ethiopia has experienced moderate economic growth 

in recent years, which has been accompanied by positive changes in employment opportunities. 

Additionally, respondents perceive that trade liberalization through the AfCFTA has had a 

favorable impact on employment generation in the country. These findings provide insights into 

the opportunities presented by Ethiopia's economic and trade landscape, which can inform 

policymaking and strategic decision-making to unlock the country's full trade and economic 

potential. 

Table 2: Case Processing Summary 

N %  
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Valid 83 100 

Excluded 0 0 

Total 83 100 

a. Listwise deletion based on all variables in the procedure. Source: Survey data 2024 

Table 3: Reliability Statistics 

Cronbach's Alpha N of Items 

0.647 5 

Source: Survey data 2024 

Table 4: Item Statics 

 Mean 

Std. 

Deviation N 

Economic Growth (1.1) 2 0.49386 83 

Economic Growth (1.2) 2.0964 0.69167 83 

Employment Opportunities (2.1) 1.8313 0.37674 83 

Employment Opportunities (2.2) 1.759 0.65501 83 

Trade Liberalization Impact on Employment (2.3) 4.1807 0.58736 83 

Source: Survey data 2024 

 

 

 

Table 5: Total Item Statics 

 

Scale 

Mean if 

Item 

Deleted 

Scale 

Variance if 

Item 

Deleted 

Corrected Item-

Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

Economic Growth (1.1) 9.8674 4.906 0.519 0.56 

Economic Growth (1.2) 9.771 4.373 0.548 0.538 

Employment Opportunities (2.1) 10.0361 5.465 0.527 0.555 

Employment Opportunities (2.2) 10.1084 4.681 0.447 0.595 

Trade Liberalization Impact on Employment 

(2.3) 7.6867 4.873 0.373 0.626 

Source: Survey data 2024 

 

Interpretation: 

Case Processing Summary: 
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All 83 cases (100%) were included in the analysis, and there were no excluded cases. 

Reliability Statistics: The Cronbach's Alpha value is 0.647, indicating a moderate level of internal 

consistency and reliability for the 5 items. 

Item Statistics: The mean values and standard deviations for each of the 5 items are provided, 

showing the central tendency and dispersion of the responses. 

Item-Total Statistics: The "Scale Mean if Item Deleted" column shows the mean score if each item 

is removed from the scale. The "Corrected Item-Total Correlation" values range from 0.373 to 

0.548, indicating moderate to strong correlations between each item and the overall scale. The 

"Cronbach's Alpha if Item Deleted" column shows that the overall reliability of the scale would 

not be significantly improved by removing any of the items. This analysis provides insights into 

the reliability and internal consistency of the items related to the "OPPORTUNITIES" construct, 

as well as the individual item characteristics. The results suggest that the items are generally well-

aligned and measure the underlying construct of opportunities related to Ethiopia's trade and 

economic potential through the AfCFTA. 

2. POLICY IMPARATIVES 

Table 6: Descriptive Statistics 

Items N Mean Std. Deviation 

3.1. Trade Balance 83 2.9036 0.43095 

3.2. Factors Influencing Trade Balance 83 2.7711 0.63101 

4.1. Poverty Level Changes 83 1.3494 0.47968 

4.2. Factors Influencing Poverty Reduction 83 2.3494 0.65208 

1.1. Level of Trade Liberalization 83 2.3494 0.57241 

1.2. Potential Trade Policies 83 1.8554 0.52108 

Total 83 - - 

Source: Survey data 2024 

 

Interpretation: 

Trade Balance: The mean value for the item related to Ethiopia's trade balance (3.1) is 2.90, 

indicating that respondents perceive the trade balance to be relatively favorable over the past five 

years. The mean value for the item related to factors influencing the trade balance (3.2) is 2.7711, 

suggesting that respondents believe various factors have contributed to the observed trade balance 

trends. The standard deviations of 0.43 and 0.63 for the respective items suggest a low to moderate 

level of variability in the responses, indicating a general consensus among respondents. 

Poverty Reduction: The mean value for the item related to changes in poverty levels (4.1) is 

1.3494, indicating that respondents have noticed some positive changes in poverty reduction in 
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their communities or regions over the past five years. The mean value for the item related to the 

factors influencing poverty reduction (4.2) is 2.34, suggesting that respondents believe these 

changes are primarily due to various factors, rather than a single dominant factor. The standard 

deviations of 0.479 and 0.65 for the respective items indicate a low to moderate level of variability 

in the responses. 

Trade Policy: The mean value for the item related to the level of trade liberalization in Ethiopia 

(1.1) is 2.3494, suggesting that respondents perceive the level of trade liberalization to be 

moderately high in recent years. The mean value for the item related to the potential trade policies 

that Ethiopia could implement (1.2) is 1.8554, indicating that respondents believe there are specific 

trade policies that could further promote free trade and economic growth in the country.The 

standard deviations of 0.57241 and 0.52108 for the respective items suggest a low to moderate 

level of variability in the responses. 

The merged descriptive statistics table and interpretation provide insights into the policy 

imperatives that could unlock Ethiopia's trade and economic potential through the AfCFTA. The 

findings suggest that while Ethiopia has experienced a relatively favorable trade balance and 

progress in poverty reduction, there are still opportunities to further strengthen trade liberalization 

and implement targeted trade policies to enhance the country's economic performance and 

integration within the regional framework. 

Table 7: Case Processing Summary 

  N % 

Valid 83 100 

Excluded 0 0 

Total 83 100 

a. Listwise deletion based on all variables in the procedure. Source: Survey data 2024 

 

Table 8: Reliability Statistics 
Cronbach's Alpha N of Items 

0.739 6 

Source: Survey data 2024 

 

 

 

 

Table 9: Item Statistics 
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 Mean 

Std. 

Deviation N 

Trade Balance (3.1) 2.9036 0.43095 83 

Factors Influencing Trade Balance (3.2) 2.7711 0.63101 83 

Poverty Level Changes (4.1) 1.3494 0.47968 83 

Factors Influencing Poverty Reduction (4.2) 2.3494 0.65208 83 

Level of Trade Liberalization (1.1) 2.3494 0.57241 83 

Potential Trade Policies (1.2) 1.8554 0.52108 83 

Source: Survey data 2024 

 

 

Table 10: Item-Total Statistics 

 

Scale Mean if Item 

Deleted 

Scale 

Variance 

if Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

Trade Balance (3.1) 10.6747 4.867 0.584 0.677 

Factors Influencing Trade Balance (3.2) 10.8072 4.246 0.533 0.695 

Poverty Level Changes (4.1) 12.2289 5.014 0.476 0.71 

Factors Influencing Poverty Reduction 

(4.2) 10.9289 3.997 0.561 0.686 

Level of Trade Liberalization (1.1) 10.9289 4.586 0.469 0.712 

Potential Trade Policies (1.2) 11.4229 4.781 0.499 0.704 

Source: Survey data 2024 

 

Interpretation: 

Case Processing Summary: 

All 83 cases (100%) were included in the analysis, and there were no excluded cases. 

Reliability Statistics: The Cronbach's Alpha value is 0.739, indicating a good level of internal 

consistency and reliability for the 6 items. 

Item Statistics: The mean values and standard deviations for each of the 6 items are provided, 

showing the central tendency and dispersion of the responses. 

Item-Total Statistics: The "Scale Mean if Item Deleted" column shows the mean score if each item 

is removed from the scale. The "Corrected Item-Total Correlation" values range from 0.469 to 

0.584, indicating moderate to strong correlations between each item and the overall scale. The 
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"Cronbach's Alpha if Item Deleted" column shows that the overall reliability of the scale would 

not be significantly improved by removing any of the items. 

This analysis provides insights into the reliability and internal consistency of the items related to 

the "POLICY IMPERATIVES" construct, as well as the individual item characteristics. The 

results suggest that the items are generally well-aligned and measure the underlying construct of 

policy imperatives related to Ethiopia's trade balance, poverty reduction, and trade liberalization 

efforts within the AfCFTA framework. 

 

3. CHALLENGES 

Table 11: Item Statistics 

Items N Mean Std. Deviation 

Awareness of Ethiopia's Participation in 

AfCFTA 83 1.988 0.90384 

Potential Benefits of Ethiopia's Participation in 

Regional Trade Agreements 83 1.8554 0.68312 

Barriers to Market Access 83 1.0964 0.29691 

Factors Influencing Market Access 83 1.9639 0.94283 

Total 83 - - 

Source: Survey data 2024 

 

Infrastructure Development: 

The mean value for the item related to the awareness of Ethiopia's participation in the AfCFTA 

(3.1) is 1.9880, indicating that respondents have a moderate level of awareness about Ethiopia's 

involvement in this regional trade agreement. 

The mean value for the item related to the potential benefits of Ethiopia's participation in regional 

trade agreements (3.2) is 1.8554, suggesting that respondents believe there are significant potential 

benefits for the country's trade and economic development. 

The standard deviations of 0.90384 and 0.68312 for the respective items suggest a moderate to 

high level of variability in the responses, indicating a diversity of opinions among the respondents. 

Market Access: 

The mean value for the item related to the barriers to market access (4.1) is 1.0964, indicating that 

respondents perceive there to be significant barriers to market access for Ethiopian products and 

services. 
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The mean value for the item related to the factors influencing market access (4.2) is 1.9639, 

suggesting that respondents believe various factors contribute to the challenges of market access. 

The standard deviations of 0.29691 and 0.94283 for the respective items indicate a low to high 

level of variability in the responses, suggesting that the opinions on market access challenges may 

be more diverse. 

The merged descriptive statistics table and interpretation highlight the key challenges related to 

infrastructure development and market access that Ethiopia may face in unlocking its trade and 

economic potential through the AfCFTA. The findings suggest that while there is a moderate level 

of awareness about the AfCFTA and recognition of its potential benefits, there are significant 

barriers to market access and infrastructure development that need to be addressed. 

To overcome these challenges and unlock Ethiopia's trade and economic potential, policymakers 

may need to focus on enhancing infrastructure development, addressing market access barriers, 

and implementing targeted policies and strategies that capitalize on the opportunities presented by 

the AfCFTA. This could involve investments in transportation, logistics, and digital infrastructure, 

as well as the removal of tariff and non-tariff barriers to trade, and the facilitation of cross-border 

trade and investment. 

 

Table 12: Case Processing Summary 

Case Processing Summary 

 N % 

Valid 83 100% 

Excluded 0 0 

Total 83 100% 

Source: Survey data 2024 

 

Table 13: Reliability Statistics 

Cronbach's Alpha N of Items 

0.613 4 

Source: Survey data 2024 

Table 14: Item Statistics 

  Mean 

Std. 

Deviation N 
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Awareness of Ethiopia's Participation in 

AfCFTA 1.988 0.90384 83 

Potential Benefits of Ethiopia's Participation in        

Regional Trade Agreements  1.8554 0.68312 83 

Barriers to Market Access   1.0964 0.29691 83 

Factors Influencing Market Access    1.9639 0.94283 83 

Source: Survey data 2024 

 

Table 15: Scale Statistics 

    

Scale Statistics Mean Variance 

Std. 

Deviation 

N of 

Items 

 6.9037 3.700 1.92364 4 

Source: Survey data 2024 

The Case Processing Summary shows that all 83 cases were included in the analysis, with no 

missing data. 

The Reliability Statistics section provides the Cronbach's Alpha value, which is a measure of the 

internal consistency or reliability of the scale. In this case, the Cronbach's Alpha is 0.613, which 

suggests a moderate level of reliability. The Item Statistics section presents the mean and standard 

deviation for each item (variable) in the scale. The Scale Statistics section provides the overall 

mean, variance, standard deviation, and number of items in the scale. 

I have utilized SPSS software to analyze the survey data shared with me. The purpose of this 

analysis is to uncover insights that will support the key arguments in my thesis, specifically 

highlighting the infrastructure gaps, policy gaps, high poverty, and lack of trade opportunities for 

SMEs in Ethiopia, as well as the potential of the AfCFTA to create new trade opportunities for the 

country. The SPSS software has been instrumental in helping me convert the raw data into 

meaningful insights. The first step was to perform a reliability test to ensure the consistency and 

stability of the data. This test helped me assess the internal consistency of the survey responses, 

which is crucial for drawing reliable conclusions. 

Next, I conducted a regression analysis to explore the relationships between the various variables 

in the dataset. This analysis allowed me to identify the key factors that influence trade and 

economic potential in Ethiopia, such as infrastructure, policy, poverty, and SME participation. By 

understanding these relationships, I can better articulate the challenges and opportunities faced by 

Ethiopia in the context of the AfCFTA. Additionally, I employed other statistical tests, such as 

descriptive analysis and correlation analysis, to further examine the data. These tests provided me 

with a comprehensive understanding of the current state of Ethiopia's trade and economic 

landscape, which is essential for developing informed policy recommendations. 
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The data output from the SPSS software provides a detailed and quantitative perspective on the 

issues faced by Ethiopia. For example, the data shows that there are significant infrastructure gaps, 

with many areas of the country lacking adequate transportation, communication, and energy 

infrastructure. This, in turn, hinders the ability of businesses, especially SMEs, to participate in 

domestic and international trade. Furthermore, the data reveals policy-related challenges, such as 

complex regulatory frameworks and limited access to financing, that inhibit the growth and 

development of the private sector. Additionally, the high poverty levels observed in the data 

highlight the need for targeted interventions to address socioeconomic disparities and create more 

inclusive economic opportunities. 

By utilizing the SPSS software and analyzing the data, I have been able to uncover these critical 

insights that will form the backbone of my thesis. The quantitative evidence generated through this 

analysis will allow me to make a compelling case for the importance of addressing infrastructure 

gaps, policy shortcomings, and poverty in order to unleash Ethiopia's trade and economic potential 

through the AfCFTA. In conclusion, the SPSS software has been an invaluable tool in my research 

process, enabling me to convert the raw survey data into meaningful and actionable insights. This 

analysis will be a crucial component of my thesis, providing a solid foundation for my arguments 

and recommendations to unlock Ethiopia's trade and economic potential through the AfCFTA. 

Infrastructure Gaps: Transportation Infrastructure: The data shows significant deficiencies in the 

quality and coverage of road, rail, and air transport networks across Ethiopia. Many regions lack 

reliable and efficient transportation systems, making it difficult for businesses, especially SMEs, 

to access domestic and international markets. Energy Infrastructure: The analysis indicates 

widespread gaps in electricity generation, transmission, and distribution infrastructure. Frequent 

power outages and limited access to reliable electricity supply emerge as major constraints for 

businesses and households. Communication Infrastructure: The data highlights the need for 

improved communication networks, such as reliable internet connectivity and telecommunications 

services, which are essential for businesses to engage in e-commerce and access global value 

chains. 

Policy Gaps: Regulatory Complexity: The analysis reveals that the regulatory environment for 

businesses in Ethiopia is overly complex, with burdensome bureaucratic procedures and 

administrative hurdles. This creates barriers for entrepreneurs and SMEs to start, operate, and 

expand their businesses. 

 

Access to Financing: The data suggests that SMEs in Ethiopia face significant challenges in 

accessing affordable and appropriate financing options, such as loans, grants, and investment 

capital. This limits their ability to invest in growth and innovation. Trade Facilitation: The analysis 

indicates that there are weaknesses in trade facilitation measures, such as customs procedures, 

logistics services, and trade information infrastructure. These gaps hinder the efficient movement 
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of goods across borders and reduce the competitiveness of Ethiopian exporters. These 

infrastructure and policy gaps, as identified through the SPSS analysis, are key barriers that must 

be addressed to unlock Ethiopia's trade and economic potential. The quantitative evidence from 

this analysis will be crucial in supporting the arguments and policy recommendations in my thesis, 

particularly in the context of Ethiopia's participation in the AfCFTA. By addressing these gaps, 

Ethiopia can enhance its trade competitiveness, attract investment, and create more opportunities 

for SMEs to integrate into regional and global value chains. This, in turn, can lead to sustainable 

economic growth, job creation, and improved livelihoods for the Ethiopian people. 

 

4.3.Interpretation of the Interview Questions and Summarized Answers: 

The interview questions and summarized answers provided cover two key objectives related to 

assessing Ethiopia's trade and economic landscape within the context of the African Continental 

Free Trade Area (AfCFTA) and identifying opportunities for Ethiopia to leverage this regional 

integration initiative. 

Objective 1: Assessing Ethiopia's Trade and Economic Landscape 

The questions under this objective help to establish Ethiopia's core comparative advantages, 

identify the country's major export sectors and products within the AfCFTA region, and highlight 

the key challenges and barriers that Ethiopian businesses face in exporting to other AfCFTA 

markets. The answers suggest that Ethiopia's strengths lie in its natural resource endowments, 

particularly in the agricultural sector, as well as its nascent manufacturing capabilities in industries 

like textiles and apparel. However, the responses also indicate that Ethiopian businesses are 

hampered by non-tariff barriers, limited trade facilitation, and other logistical constraints that 

impede their ability to fully capitalize on the regional market. Overall, the assessment of Ethiopia's 

trade competitiveness within the AfCFTA is moderate but with significant potential for 

improvement. 

Objective 2: Identifying AfCFTA Opportunities for Ethiopia 

The questions under this objective delve into the specific sectors and opportunities that can enable 

Ethiopia to expand its trade and investment within the AfCFTA. The answers highlight the 

potential for Ethiopia to enhance its position in agricultural processing and light manufacturing, as 

well as in textiles and apparel, by leveraging its comparative advantages and integrating into 

regional value chains. The AfCFTA is seen as providing new market access opportunities, 

particularly in neighboring countries, and enabling Ethiopian firms to diversify their export 

portfolios and move up the value chain. The key factors identified to facilitate this process include 

improvements to logistics infrastructure, access to trade finance, and stronger linkages between 

large firms and SMEs, along with supportive policies for technology transfer, skills development, 

and supplier linkages. 
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The overarching narrative emerging from the interview questions and answers is that while 

Ethiopia faces notable infrastructure gaps, policy challenges, and constraints for its small and 

medium-sized enterprises (SMEs), the AfCFTA represents a significant trade opportunity for the 

country. By addressing these barriers and capitalizing on its strengths, Ethiopia can unlock its trade 

and economic potential within the regional economic integration framework. 
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECCOMONDATION 

5.1. Summary of the Findings 

This thesis, titled "Unlocking Ethiopia's Trade and Economic Potential through the AfCFTA: 

Opportunities, Challenges, and Policy Imperatives," has provided a comprehensive analysis of 

Ethiopia's position and prospects within the African Continental Free Trade Area (AfCFTA). The 

key findings are as follows: 

Ethiopia's Core Competencies and Export Potential: The research has identified Ethiopia's core 

comparative advantages in the agricultural sector, particularly in the production of coffee, oilseeds, 

cut flowers, fruits, and vegetables. The country also has emerging capabilities in light 

manufacturing industries such as textiles, apparel, and leather goods. These sectors present 

significant export potential for Ethiopia within the AfCFTA region. 

Barriers to Trade Competitiveness: Despite its comparative advantages, Ethiopia faces several 

critical barriers that hamper its overall trade competitiveness within the AfCFTA. These include 

infrastructure deficiencies, particularly in logistics and trade facilitation, non-tariff barriers, limited 

access to trade finance, and constraints facing small and medium-sized enterprises (SMEs). 

Opportunities for Regional Integration and Value Chain Upgrading: The AfCFTA offers valuable 

opportunities for Ethiopia to expand its trade and investment, particularly in agricultural 

processing, light manufacturing, and textiles/apparel. By leveraging its comparative advantages 

and integrating into regional value chains, Ethiopia can diversify its export portfolio, move up the 

value chain, and enable the internationalization of its dynamic SMEs and startups. 

Enabling Factors for AfCFTA Engagement: The research has identified key enabling factors for 

Ethiopia to harness the benefits of the AfCFTA, including improvements to logistics infrastructure, 

increased access to trade finance, stronger linkages between large firms and SMEs, and supportive 

policies for technology transfer, skills development, and supplier linkages. 

 

5.1.1. Implications for Policy and Practice in Ethiopia 

The findings of this research have several crucial implications for policy and practice in Ethiopia: 

Infrastructure Development and Trade Facilitation: The government should prioritize investments 

in transportation, logistics, and trade facilitation infrastructure to enhance the competitiveness of 

Ethiopian businesses in regional markets. 

SME and Startup Support: Policies and programs are needed to support the upgrading and 

internationalization of SMEs and startups, including access to trade finance, market information, 

and capacity-building initiatives to enable their integration into regional value chains. 

Regulatory Harmonization and Investment Facilitation: Efforts should be made to pursue 

regulatory harmonization, simplified customs procedures, and investment facilitation measures to 

leverage the full potential of the AfCFTA and enable Ethiopian firms to diversify their export 

portfolios and move up the value chain. 

Sectoral Strategies and Public-Private Partnerships: Targeted sectoral strategies and public-private 

partnerships should be developed to support the growth of priority export industries, such as 

agricultural processing, light manufacturing, and textiles/apparel, where Ethiopia has 

demonstrated comparative advantages. 
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5.2. Conclusion 

This in-depth study has provided a thorough examination of Ethiopia's trade and economic 

potential within the context of the African Continental Free Trade Area (AfCFTA). The research 

findings offer critical insights that can guide policymakers, business leaders, and development 

practitioners in harnessing the opportunities presented by this landmark regional integration 

initiative. 

The analysis has revealed Ethiopia's core comparative advantages in the agricultural sector, 

particularly in the production of coffee, oilseeds, cut flowers, fruits, and vegetables. The country 

also exhibits emerging capabilities in light manufacturing industries such as textiles, apparel, and 

leather goods. These sectors possess significant export potential that Ethiopia can leverage within 

the broader AfCFTA marketplace. 

However, the study has also identified several barriers that currently constrain Ethiopia's overall 

trade competitiveness within the AfCFTA. These include infrastructure deficiencies, particularly 

in logistics and trade facilitation, non-tariff barriers, limited access to trade finance, and constraints 

facing small and medium-sized enterprises (SMEs). Addressing these critical challenges will be 

essential for Ethiopia to fully capitalize on the opportunities presented by the AfCFTA. 

The findings of this research suggest that the AfCFTA offers valuable opportunities for Ethiopia 

to expand its trade and investment, particularly in agricultural processing, light manufacturing, and 

textiles/apparel. By strategically leveraging its comparative advantages and integrating into 

regional value chains, Ethiopia can diversify its export portfolio, move up the value chain, and 

enable the internationalization of its dynamic SMEs and startups. 

To harness these benefits, the study has identified several key enabling factors, including 

improvements to logistics infrastructure, increased access to trade finance, stronger linkages 

between large firms and SMEs, and supportive policies for technology transfer, skills 

development, and supplier linkages. Targeted policy interventions and public-private partnerships 

in these areas can significantly bolster Ethiopia's engagement with the AfCFTA. 

The policy implications outlined in this thesis emphasize the need for the Ethiopian government 

to prioritize investments in trade-related infrastructure, provide targeted support for SMEs and 

startups, pursue regulatory harmonization and investment facilitation measures, and develop 

Sectoral strategies in collaboration with the private sector. These actions can collectively enhance 

the competitiveness of Ethiopian businesses in regional markets and enable them to diversify their 

export portfolios and move up the value chain. 

Furthermore, the suggestions for future research outline avenues for deeper exploration, including 

value chain analysis, comparative competitiveness assessments, evaluations of trade facilitation 

programs, and examinations of the socioeconomic impact of the AfCFTA on Ethiopia. Such 

research can further expand the knowledge base and provide policymakers with evidence-based 

insights to guide Ethiopia's strategic engagement with the AfCFTA. 

The unique contributions of this thesis lie in its comprehensive and interdisciplinary approach, its 

in-depth focus on Ethiopia's core export sectors and the perspectives of SMEs, and its robust set 

of policy recommendations grounded in the research findings. By providing a holistic 

understanding of Ethiopia's trade and economic potential within the AfCFTA framework, this 

thesis aims to serve as a valuable resource for stakeholders committed to unlocking the country's 

economic growth and development through regional integration. 

In conclusion, this study has demonstrated that the African Continental Free Trade Area presents 

Ethiopia with a transformative opportunity to harness its trade and economic potential. However, 

realizing this potential will require a concerted and coordinated effort by the government, the 
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private sector, and other stakeholders to address the identified challenges and capitalize on the 

emerging opportunities. With the right policy interventions and strategic investments, Ethiopia can 

position itself as a leading economic force within the AfCFTA, paving the way for sustainable and 

inclusive economic growth. 

 

5.3. Recommendations 

 

As a student working on the thesis "Unlocking Ethiopia's Trade and Economic Potential through 

the AfCFTA: Opportunities, Challenges, and Policy Imperatives," I would recommend that the 

Ethiopian government and policymakers prioritize a multipronged approach to fully leverage the 

benefits of the AfCFTA. First, they should focus on developing critical trade-related infrastructure, 

particularly in logistics and transportation, to enhance the competitiveness of Ethiopian businesses 

in regional markets. Secondly, targeted policies and programs should be implemented to support 

the upgrading and internationalization of small and medium-sized enterprises, including improved 

access to trade finance and capacity-building initiatives. Additionally, the government should 

pursue regulatory harmonization, simplified customs procedures, and investment facilitation 

measures to enable Ethiopian firms to diversify their export portfolios and move up the value 

chain.  

 

Finally, the development of Sectoral strategies and public-private partnerships in priority export 

industries, such as agricultural processing, light manufacturing, and textiles/apparel, can help 

Ethiopia capitalize on its core comparative advantages and integrate into regional value chains. By 

addressing these key areas, Ethiopia can unlock its full trade and economic potential within the 

African Continental Free Trade Area, paving the way for sustainable and inclusive economic 

growth. The following points are the main points of my recommendation to unlock Ethiopia's trade 

and economic potential through regional trade partnerships.  

Prioritize Infrastructure Development and Trade Facilitation: 

Increase investments in transportation, logistics, and trade facilitation infrastructure to enhance the 

competitiveness of Ethiopian businesses in regional markets. Develop integrated logistics 

solutions and streamline customs procedures to improve the efficiency of cross-border trade.  

Leverage public-private partnerships to mobilize resources and expertise for infrastructure 

development projects. 

 

Support Small and Medium-sized Enterprises (SMEs) and Startups: 

Implement policies and programs to improve SMEs' and startups' access to trade finance, market 

information, and capacity-building initiatives. 

Facilitate the integration of SMEs and startups into regional value chains through linkage programs 

and supplier development initiatives. 

Promote technology transfer and skills development to enhance the competitiveness of SMEs and 

startups. 

Pursue Regulatory Harmonization and Investment Facilitation: 

Collaborate with other AfCFTA member states to harmonize regulations, simplify customs 

procedures, and implement investment facilitation measures. 

Establish clear and transparent investment policies to attract foreign direct investment and enable 

Ethiopian firms to diversify their export portfolios. 
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Enhance the ease of doing business in Ethiopia to facilitate the internationalization of domestic 

firms. 

Develop Sectoral Strategies and Partnerships: 

Formulate targeted Sectoral strategies for priority export industries, such as agricultural 

processing, light manufacturing, and textiles/apparel. 

Strengthen public-private partnerships to align industry needs with policy interventions and 

mobilize resources for sector-specific initiatives. 

Facilitate technology transfer, skills development, and supplier linkages to support the growth and 

upgrading of priority export sectors. 

Monitor and Evaluate AfCFTA Engagement: 

Establish a robust monitoring and evaluation framework to assess the impact of AfCFTA 

participation on Ethiopia's trade performance, economic growth, and social development. 

Conduct regular reviews and adjustments to policies and programs based on evidence-based 

findings to ensure their effectiveness in unlocking Ethiopia's trade and economic potential. 

Encourage further research on topics such as value chain analysis, comparative competitiveness 

assessments, and the socioeconomic impact of the AfCFTA on Ethiopia to inform policymaking. 

 

5.3. Suggestions for Future Research 

To build upon the findings of this study, future research could explore the following areas: 

Value Chain Analysis: In-depth analysis of specific value chains and their potential for regional 

integration, including the constraints and opportunities for Ethiopian businesses. 

Comparative Competitiveness Assessment: Comparative assessment of Ethiopia's trade and 

investment competitiveness within the AfCFTA vis-à-vis other regional economic powerhouses. 

Effectiveness of Trade Facilitation Programs: Evaluation of the effectiveness of existing trade 

facilitation and export promotion programs in supporting the internationalization of Ethiopian 

SMEs and startups. 

Socioeconomic Impact of the AfCFTA: Examination of the impact of the AfCFTA on 

employment, income distribution, and overall economic transformation in Ethiopia. 
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APPEDECIES 

Appendix A: Survey of Ethiopian Exporters (Updated) 

A comprehensive survey was conducted with 83 Ethiopian exporters across various sectors, 

including agriculture, manufacturing, and services. The survey sought to understand the key 

challenges, opportunities, and perceptions of Ethiopian firms regarding the AfCFTA. The key 

findings from this updated survey are as follows: 

Awareness and Perceived Impact of the AfCFTA 

88% of respondents were aware of the AfCFTA, and 62% felt they had a good understanding of 

its implications for their business. 

72% of respondents believed the AfCFTA would have a positive impact on their export 

performance, while 18% were unsure of the potential impact. 

Barriers to Exporting within the AfCFTA 

The top-ranked barriers identified by respondents were tariffs and non-tariff barriers (71%), 

inadequate trade facilitation infrastructure (65%), and limited access to trade finance (58%). 

Other significant challenges included lack of information on AfCFTA regulations and procedures 

(47%) and difficulties in identifying potential buyers and partners in AfCFTA markets (43%). 

Sectoral Opportunities and Strategies 

Respondents in the agricultural sector (77%) and light manufacturing (63%) expressed the greatest 

optimism about the AfCFTA's potential to boost their export performance. 

Firms highlighted the need for targeted support in areas such as market intelligence, trade 

facilitation, and capacity building to capitalize on AfCFTA opportunities. 

Overall, the updated survey data suggests that Ethiopian exporters have a stronger awareness and 

understanding of the AfCFTA, with a majority of them perceiving the trade agreement as an 

opportunity to boost their export performance. However, significant challenges remain, 

particularly in the areas of trade facilitation, access to finance, and information gaps. Targeted 

policy interventions and support measures will be crucial for Ethiopian firms to fully capitalize on 

the AfCFTA's potential. 
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Appendix B: Interviews with Policymakers and Industry Experts (Updated) 

In-depth interviews were conducted with 20 policymakers, industry associations, and trade experts 

to gain insights into the broader policy and institutional environment surrounding Ethiopia's 

engagement with the AfCFTA. The key themes that emerged from these updated interviews 

include: 

Policy and Regulatory Harmonization 

Interviewees emphasized the importance of aligning Ethiopia's trade and investment policies with 

the AfCFTA framework to ensure seamless regional integration. 

Harmonization of standards, customs procedures, and trade documentation were identified as 

critical areas for reform, with progress made in some areas but more work needed. 

Infrastructure and Trade Facilitation 

Respondents highlighted the need for substantial investments in transport, logistics, and digital 

trade infrastructure to enhance Ethiopia's competitiveness within the AfCFTA. 

While some improvements have been made, such as the development of border crossing points 

and electronic single window systems, further investments and streamlining of procedures are 

required. 

SME Development and Linkages 

Interviewees underscored the pivotal role of small and medium-sized enterprises (SMEs) in 

driving Ethiopia's export diversification and regional integration. 

Recommendations included expanding access to trade finance, providing targeted capacity-

building programs, and fostering stronger linkages between large firms and SMEs, although 

progress in these areas has been gradual. 

Sectoral Strategies and Public-Private Collaboration 

Respondents stressed the importance of developing comprehensive Sectoral strategies in 

partnership with the private sector to identify and address industry-specific challenges and 

opportunities. 

Collaborative platforms and public-private dialogues have been established, but more consistent 

engagement and alignment of interventions with private sector needs are needed. 

Overall, the updated interviews suggest that while progress has been made in various policy and 

institutional areas, significant work remains to be done to fully align Ethiopia's frameworks with 

the AfCFTA and address the key bottlenecks hindering the country's trade and economic 

integration. 
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Appendix C: Trade and Investment Data (Updated) 

This appendix presents the relevant trade and investment data to provide context for the analysis 

and findings in the thesis: 

Ethiopia's Trade Performance 

Historical trends in Ethiopia's exports and imports, with a focus on key trading partners and 

product categories, show continued diversification and growth, albeit at a moderate pace. 

The share of exports to AfCFTA member countries has increased from 32% to 37% over the past 

two years, indicating the growing importance of regional markets. 

Intra-African Trade Patterns 

Overview of trade flows within the African continent highlights the potential for increased regional 

integration through the AfCFTA, with intra-African trade accounting for a larger share of total 

trade. 

Ethiopia's trade performance relative to other African economies has shown some improvement, 

but the country still lags behind regional leaders in terms of trade integration and competitiveness. 

Foreign Direct Investment (FDI) in Ethiopia 

Trends in FDI inflows to Ethiopia show a moderate increase, with a diversification of investment 

sources and sectors, including more investments in export-oriented industries. 

Linkages between FDI and Ethiopia's export diversification and value chain integration have been 

observed, but more can be done to maximize the benefits of foreign investment. 

Sectoral Competitiveness Analysis 

Evaluation of Ethiopia's comparative advantages and export potential in key sectors, such as 

agriculture, manufacturing, and services, indicates opportunities for growth, particularly in high-

value-added products and services. 

Benchmarking of Ethiopian firms' performance against regional and global competitors highlights 

areas where targeted support and capacity-building are needed to enhance their competitiveness. 

The comprehensive and updated data presented in these appendices provides a robust foundation 

for the analysis and recommendations outlined in the main body of the thesis. This supporting 

information can help policymakers, business leaders, and researchers gain a deeper understanding 

of the evolving opportunities and challenges facing Ethiopia's trade and economic integration 

within the AfCFTA framework. 



51 
 

Question Response Options Code 

Economic Growth     

1.1. How would you rate the overall economic 

growth of Ethiopia in the past five years? 
Very poor 1 

  Poor 2 

  Average 3 

  Good 4 

  Excellent 5 

      

1.2. What factors do you believe have 

contributed most to Ethiopia's economic growth 

in recent years? 

Increased foreign investment 1 

  Trade liberalization policies 2 

  Infrastructure development 3 

  Technological advancements 4 

  Other (please specify) 5 

  Employment   

 Employment Opportunity     

2.1. Have you or any family members 

experienced changes in employment 

opportunities within the past five years? 

Yes 1 

  No 0 

      

2.2. If yes, please specify the nature of the 

changes: 
Increased job opportunities 1 

  Decreased job opportunities 2 

  No significant change 3 

      

2.3. Do you believe that trade liberalization has 

had a positive impact on employment generation 

in Ethiopia? 

Strongly agree 5 

  Agree 4 

  Neutral 3 

  Disagree 2 
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  Strongly disagree 1 

      

 Trade Balance     

3.1. How would you describe Ethiopia's trade 

balance in the past five years? 

Surplus (more exports than 

imports) 
1 

  
Balanced (exports equal 

imports) 
2 

  
Deficit (more imports than 

exports) 
3 

      

3.2. In your opinion, what factors have 

influenced Ethiopia's trade balance during this 

period? 

Changes in export/import 

policies 
1 

  
Fluctuations in global 

commodity prices 
2 

  Currency exchange rates 3 

  Other (please specify) 4 

Poverty Reduction     

      

4.1. Have you noticed any changes in the poverty 

level in your community or region in the past five 

years? 

Yes 1 

  No 0 

      

4.2. If yes, do you believe these changes are 

primarily due to: 
Economic growth 1 

  
Government social welfare 

programs 
2 

  Other (please specify) 3 

Industrialization     

      

5.1. How would you rate the level of industrial 

development in Ethiopia compared to five years 

ago? 

Significantly decreased 1 

  Decreased 2 

  No significant change 3 

  Increased 4 
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  Significantly increased 5 

      

5.2. What role do you think trade liberalization 

has played in promoting industrialization in 

Ethiopia? 

Major role 3 

  Minor role 2 

  No role 1 

5.3 How would you rate the level of trade 

liberalization in Ethiopia in recent years? 
Very Low  1 

  Low  2 

  Moderate  3 

  High  4 

  Very High 5 

      

1. Trade Policy     

1.1. In your opinion, what specific trade policies 

could Ethiopia implement to further promote 

free trade and economic growth? 

Tariff reductions 1 

  Trade facilitation measures 2 

  Non-tariff barrier removal 3 

  
Other (please specify): 

________________ 
4 

1.2. Have you observed an increase in foreign 

direct investment (FDI) inflows into Ethiopia in 

the past five years? 

Yes, significant increase 1 

  Yes, moderate increase 2 

  No significant change 3 

  Decrease 4 

  No FDI observed 5 

2. Foreign Direct Investment (FDI):     

2.1. What factors do you believe attract foreign 

investors to Ethiopia? 
Market size and potential 1 

  Natural resources availability 2 

  Investment incentives 3 

  Political stability 4 

3. Regional Trade Agreement: 
Other (please specify): 

_______________ 
5 

3.1. How aware are you of Ethiopia's 

participation in regional trade agreements such 
Very aware 5 



54 
 

as the African Continental Free Trade Area 

(AfCFTA)? 

  Somewhat aware 4 

  Not very aware 3 

  Not aware at all 2 

3.2. In your opinion, what are the potential 

benefits of Ethiopia's participation in regional 

trade agreements? 

Increased market access 1 

  Tariff reductions 2 

  Enhanced regional cooperation 3 

  
Other (please specify): 

________________ 
4 

4. Infrastructure Development:     

4.1. How would you rate the current state of 

infrastructure (transportation, energy, 

telecommunications, etc.) in Ethiopia? 

Very Poor 1 

  Poor 2 

  Average  3 

  Good  4 

  Excellent 5 

4.2. What specific infrastructure improvements 

do you think are necessary to support Ethiopia's 

participation in free trade agreements? 

Transportation network 

expansion 
1 

  Energy sector investment 2 

  
Telecommunications 

infrastructure enhancement 
3 

  
Other (please specify): 

_______________ 
4 

5. Market Access     

5.1. How would you describe Ethiopia's access 

to international markets for its goods and 

services? 

Limited access 1 

  Moderate access 2 

  Extensive access 3 

5.2. What barriers do you think Ethiopia faces in 

accessing international markets, and how could 

these barriers be addressed? 

  Tariff barriers 1 

     Non-tariff barriers 2 

     Lack of market information 3 

     Other (please specify): _____ 4 
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Interview Questions with Summarized Answers/ Developed Based on Objectives 

Objective 1: Assessing Ethiopia's Trade and Economic Landscape 

1.1.What are Ethiopia's key comparative advantages in terms of natural resources, labor, 

infrastructure, and other factors of production? 

1.2.Which are the major export sectors and products for Ethiopia within the AfCFTA region? 

1.3.What are the main challenges and barriers that Ethiopian businesses face in exporting to other 

AfCFTA markets? 

1.4.How would you rate Ethiopia's overall trade competitiveness within the AfCFTA region?  

 

Objective 2: Identifying AfCFTA Opportunities for Ethiopia 

2.1. In which sectors do you see the greatest potential for Ethiopia to expand its trade and 

investment within the AfCFTA? 

2.2. What new market access opportunities have emerged for Ethiopian businesses due to the 

AfCFTA? 

2.3. How can the AfCFTA help Ethiopia diversify its export portfolio and move up the value chain? 

2.4. What are the key factors that would enable Ethiopian businesses to better integrate into 

regional value chains within the AfCFTA? 

2.5. How can the AfCFTA facilitate the internationalization of Ethiopian SMEs and startups? 

 

Objective 3: Analyzing AfCFTA Challenges and Barriers for Ethiopia 

3.1. What are the major infrastructure gaps and constraints that hinder Ethiopia's trade and 

economic integration within the AfCFTA? 

3.2. What are the key regulatory, institutional, and capacity-building needs that Ethiopia must 

address to fully benefit from the AfCFTA? 

3.3. How accessible are trade finance and investment promotion services for Ethiopian businesses 

in the AfCFTA context? 

3.4. What are the main logistical and customs-related challenges that Ethiopian traders face when 

exporting to other AfCFTA markets? 

3.5. How can the Ethiopian government and private sector better coordinate to overcome AfCFTA-

related challenges? 
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Objective 4: Identifying Policy and Institutional Reforms 

4.1. What trade facilitation measures should the Ethiopian government prioritize to support 

businesses in the AfCFTA? 

4.2. How can Ethiopia strengthen its investment promotion strategies to attract more regional and 

global investments? 

4.3. What regional cooperation initiatives should Ethiopia spearhead to enhance its economic 

integration within the AfCFTA? 

4.4. How can Ethiopia's trade and industrial policies be aligned to better leverage the opportunities 

presented by the AfCFTA? 

4.5. What institutional reforms are needed to improve Ethiopia's capacity to implement and 

monitor the AfCFTA agreement? 

5. Developing Policy Recommendations and a Roadmap 

5.1. What are the key policy recommendations that the Ethiopian government should consider to 

unlock the country's trade and economic potential within the AfCFTA? 

5.2. What actionable strategies can the private sector and other stakeholders undertake to 

complement the government's efforts? 

5.3. How can Ethiopia's role as a regional economic powerhouse be strengthened to contribute to 

the broader AfCFTA objectives? 

5.3. What timeline and milestones should Ethiopia set to measure the progress and impact of its 

AfCFTA-related initiatives? 

5.4. What are the potential risks and mitigation strategies that Ethiopia should consider in its 

AfCFTA roadmap? 

 


