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Introduction

Background and Conceptual
Framework

Since the dawn of the 2% century, internet,
Information and Communication
Technologies (ICTs) and digital applications
have been infiltrating every aspect of human
lives and reshaping social and economic
activities and it has become evident that the
¢T 8Av %6 B8 UI %ES ai U
There is no universally agreed definition of
év %3 %aUA | TETEcea
to ICT and hightech sectors in the devieped
economies. But as ICT continues to generate
widespread transformations across other
sectors, creating new business models and
structures that increasingly involve the
developing world, the digital economy is now
perceived as encompassing the whole
economy with no geographical limits (Ismail,
2020; Cooper, 2017).

According to the 2019 Digital Economy
Report of the United Nations Conference on
Trade and Development (UNCTAD), the
El 0%l E [ i v %3 %0 UA
frequently used to refer to tresformations

occurring worldwide in patterns of production,
consumption and trade. In other words,
creating a whole new landscape for business
01 vUéa -tedching natuted of the
transformation has led many to identify it as a

fourth industrial revoluli Es 1T 8 +a¢ -1
(ITC, 2018).
J; "1 D)io y¢oOl ) ¥%3 %0 UA

identified two recent trends as key drivers for
th¥ Ksaredibfine diditdl &dnbnfy Erhe firdt U 2

trend is the increasing ability to collect, store,

*uUs ghglyséJ Gy orhhieRiany ude "nabhiny %0

readable information (digital data). The
second closely linked to the first, is the rise of
v %3 %0 UA GOUEOUI 0%l E
Platforms are two / multisided markets with
an online infrastructure that supports
exchanges between a number of diffemt
Ousa 6i YJ:;'ID)s y¢Olc
platform revolution has greatly changed the
CUE %HE E» %l » -3%OIEOG6 |1
buyers, suppliers, peers or supporting
institutions at home or abroad. It could be
argued that it is entirely reshaing the
(PGP eg husinegs ecosysigg (see foyrg 1
below on how industrial revolutions have
affected the business ecosystem).

UA




Figure 1: How industrial revolutions affect the business ecosystem
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Source: ITC, 2018, p. 2.

The recent UNCTAD report highlights that the
top eight companies by market capitalization
in the world adopt digital platforms as a core
business model. The rise of transaction
platform business models and data value
chains have particulagt contributed to
boosting trade in the digital economy leading
al a » ETO%nl E T - 1i-*A
| TEE 81 P UEveld
| & UvThdre are several attempts to define
e-commerce especially since 1998, when
both the World Trade Orgasation (WTO) and
the Organisation for Economic Gaperation
and Development (OECD) adopted their
respective Work Programmes on@mmerce.
This study adopts the OECD definition which
| T E6 %v & 6conmimeldditrarisadtion is
the sale or purchase of gwls or services,
conducted over computer networks by
methods specifically designed for the purpose
of receiving or placing of orders. The goods or
services are ordered by those methods, but the
payment and the ultimate delivery of the

! E-commerce, e-Trade and digital trade are mostly being
used interchangeably while recognising that they may be
used/interpreted differently. For example, some countries,
mainly the U.S. and Canada
with the difference of excluding ordering and delivery of
6physical goodo. I'n the World

Firms specialize and
fragment production
across borders,
increasing benefits of
comparative advantages

Firms change how
they connect to other
businesses and
institutions

goods or services daot have to be conducted

online through digital network means
(webpages, extranets, electronic data
%WEG 81 »UES h*) 2i E
p. 72).

It is worth noting here that OECD definition
exglydesiorggrs dong tirquigh gelephene cslls,

i) %2 4t ediits preeg done; throygle gmartphone

applications and mobile money digital
solutions which has been a game changer
particularly in the context of Africa and LDCs
as it allowed connectivity and remote nen
cash money exchange without requiring a
bank account (Brusick,2018).

B2C Crodsorder £ommerce:
theRise of Online Platforms
Chain

Measuring ecommerce is a challenge as not
many countries are able to compile data on e

Statement Initiative where a group of countries are
negotiating e-commerce provisions, digital trade is used
interchangeably with e-commerce. Also, some trade

p r e fegperts anol academics tkd Fogter & Azmeht(2018)d e

consider o6digital tradebd
Tregaladireg a lroadea setiofscigs-bavder digitalissueés.
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commerce revenues. UNCTAD has worked on
this issue and estimated that the global value
of e-commerce to have reached 29 trillion
USD in 2017, which is equivalent to 36 per
cent of world Gross Domestic Product (GDP)
(UNCTAD, 2019b, p.15). In some countries
like Korea and Japan, data shows that-e
commerce value is exceeding 50 per cent of
their respective GDP (OECD & WTO, 2017).
Global businesgo-business (B2B) e
commerce was 25.5 trillion USD in 2017,
representing 87per cent of all ecommerce,
while B2C ecommerce was 3.9 trillion USD
in 2017 witnessing an increase of 22per cent
over the preious year (UNCTAD, 2019b,
p.15). So B2B e-commerce currently has the
largest share of @ommerce globally, however
B2C ecommerce is the fastest growing,
particularly when it comes to crosborder
trade.

UNCTAD (2019b) reports that around one
quarter of th  ¢T 83 Avi 6
years and older, shopped online in 2017,
which is 12 per cent higher than in 2016.

According to the same source, most online
shoppers buy from domestic sellers or
suppliers, however, the interest in buying from

Ui UAAUUD &I E dé

foreign supplies is rapidly growing. This is
proved by the fact that the share of cross
border online shoppers in total online
shoppers rose from 15er cent in 2015 to
21 per cent in 2017 as well as the fact that
the crossborder B2C sales by value of
merchandise expod corresponds to almost
11 per cent of total B2C sales in 2017, up
from 7 per cent in 2015 (lbid, p.15-16).

Such trends prove how B2C crosisorder e
commerce is becoming a core driver of global
growth. This may be explained by the
difference in nature beteen crossborder
B2B and B2C. In B2B, ICT has changed the
speed of doing international business but is
still mostly confined to traditional international
trade business models between importers and
exporters communicating faster through the
internet. On & I 0» & -bolerB2C i
e-commerce is potentially  redefining
international trade through its entirely new
v » UBRE i Y21 's
chain consists of four stages: establishing an
online business, using international -e
payments, praviding crossborder delivery and
providing aftersales services (See Figure 2
below).

Figure 2: Crodsorder E£ommerce Process Chain
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International
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e-payment
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Source: ITC, 2016, p. 4.

Cross-border
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Digital Economy Ecosystems:

Portal to SME Scale up and
Sustainable Development

Based on Figure 2 above, two steps precede
crossborder trade: establishing an online
business (online platform) and using
electronic payment mediums, which together
can be considered the nucleus for a digl

economy ecosystem; herein after called
i v ¥%s %aUA |l T 6¢oda

DCE » \ /160 & VYy¢
digital ecosystem refers to a wider set of
capabilities, organisations and support that
can facilitate digital trade in a contry that

moves well beyond the underlying regulatory

EC%d1 EE Eai YDCE » \
Il » ¢ —-Adld» o CUAU%E
digital trade (and/or ecommerce), and

particularly activities that revolve around
platforms, is the importance o$o-called third
parties © actors outside the actual platform
that nevertheless provide services to support
these platforms. Examples of such third
parties include logistic providers, financial and
payment services and business support

6 d8C%l 61 18)Y Alowings digitala
ecosystems to flourish creates greater
opportunities for Small and Medium
Enterprises (SMEs) to upscale their

businesses, go beyond their borders and
access new and larger Markets.

In this ee.commerce enabled ecosystem, SMEs
can (ITC,2016):

access essential services to promote their
growth, such as financing options,

delivery and logistics  solutions,

promotion packages, etc., at discounted
prices.

Ei YDJs_ Ub a 1
EOYDPs ?,eguceth

\Y

ship goods and provide services directly
to the end user without intermediaries
which occupy a large proportion of value
in crossborder trade.

expand their outreach abroad and access
larger markets thanks to the marginal
operating costs of maintaining an online
platform and network effects that
facilitate and speed up customer
acquisition.

| 8 v %E 3

e &o]st of gnarlget refearch thanks
to B|g Data technologles that analyse
user data, browsing and transactions
history to target customers. build trust

with consumers, especially abroad, as

/i glatforg1 creates 6‘&?‘333'% trargactbon

. re%)rdﬁ afnc'i:_ @I?Wé deﬁt reylevys fron] .
performance and trustvvorthlness.

Both developed and developing countries can
benefit from upscaling SMEs by promoting the
e-commerce model of business. According to
21" Yye&eOoUPs 1 H:*0 EUA
economic tissue of an economy. They account
for approximately 50 per cent of GDP and 60
6¢ U & | EQ 0T 0UA
This means a lot more to developing countries
and LDCs in terms of stimulating development
effects and accelerating achiewj SDGs (see
Box 1 below), especially since SMEs in those
countries tend to employ the poorer and more
vulnerable segments of society such as young
people and women (ITC, 2017a).

| -
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Box 1. fommerce as a driverafdnieving SDGs

E-commerce can:

Become a driver of inclusive growth and sustainable development by empowering womer
entrepreneurs and traders. (Goal 5: Target 7; Target 8)

Support productive activities, create decent jolentrepreneurship, creativity and innovation, an
encourage the formalization and growth of mictosmall and mediumsized enterprises
(MSMEsSs), including through access to IGahabled financial services (Goal 8: Target 3)

Help MSMEs gain access to finandiaervices (including online and mobile payments) and the
integration into value chains and markets (including virtual marketplaces) (Goal 9: Target 3)
Contribute to significantly increasing the exports of developing countries, in particular douk
the share of global exports by Least Developed Countries by 2020 (Goal 17: Target 11)

Source: Kituyi, M. (n.a.), eTrade for All Initiative: https://etradeforall.org/connectidgts-sustainabledevelopmente-
commercesdgs/

operations purposes, indidual businesses
use them to widen their outreach to

Online platforms, ad the digital ecosystem
they create, can generate socio economic

benefits as more and more portions of the
economy and of the society become adopters
and users (See Figure 3 below). For example,

customers, and governments increasing use
them to deliver better quality and faster
services to their citizens (UNCTAD, 2017a).

banks use them for engagement and

Figure 3:-Eommerce online platforimsreasingly spreading across
economic sectors and societies

ELECTRONIC MARKETPLACES

E-COMMERCE PLATFORMS ———

increasingly adopted by public and private sectors
Aggregate consumer and producer ‘

GOVERNMENTS

Deliver services through them
demand and trade-related services

INDIVIDUAL ENTREPRENEURS

TRADITIONAL BUSINESSES AND SMALL BUSINESSES

Have incorporated e-commerce into
their business models and operations

Use social media platforms to
engage with market opportunities

Source: UNECA etA/. (2019b), p.18.

As a matter of fact, it has become evident in
the past two decades that human and
economic development are more and more
dependent on the abity to connect to digital

networks and harness the potential of ICT in

economy and trade (OECD & WTO, 2017).
The United Nations General Assembly has
clearly acknowledged this fact by committing
to harness the potential of ICT to accelerate
the achievemenh of SDGs while noting that

13~




iUl 66 al = i
technologies has also become a development
%EV %l UGl 8 UEV
2016).

When it comes to crosdorder trade, the

ecosystem created by-eommerce provides a

unique opportunity for developing countries
and LDCs (who traditionally face difficulty due
to high costs of physically crossing borders
and hiring intermediaries and their
geographical remote and landlocked position)
to connect their goods and services with
potential buyers beyond their borders and
Ull 0606 a» 30 8 3 3l

international market. Thus, promoting cross
border ecommerce can result in boosting
intra-regional trade, accessing regional and
global value chains (GVCs), and achieving
econanies of scale (UNCTAD, 2019).

Therefore, leaders and policymakers across
the developing world are currently striving to
formulate digitalisation strategies and policies
a»Ua0 UsT ET @
online platforms and to create the suitable
business environment for the crossorder e
commerce process chain to function
effectively and capitalise on its related growth
and development opportunities (Cooper,
2017).

Ecommerce in Africa

This drive to promote ecommerce adoption is
particularly vgible in Africa, where the digital
divide between the developed and developing
worlds is significantly manifested. With the
accelerating digitalising of the global
economy, crossborder ecommerce promises

2 There are eight Regional Economic Communities in
Africa recognized as the building blocks of the African
Union. These eight are namely: AMU, CEN-SAD,
COMESA, EAC, ECCAS, ECOWAS, IGAD and SADC.

U6 U346 UQ %EoitinenteE UEv T =

Edi

H ~ctndmierceU v |

%E-T 80 EUQG %I Eto puoinete intrardgiEnal Erade, ©dbriaiiés dof

scak, and growth and development on the
wao A-i

In 2012, African leaders and politicians
renewed their commitment to accelerate their
50-yearold aspiration of achieving an
integrated Africa and decided to launch
negotiations for an African Continental ée
Trade Agreement (AfCFTA) in 2015. Less
than three years later, the AfCFTA was signed
in Kigali on 21 March 2018 by the
representatives  of  fortjour  African
Governments- The largest agreement of its
kind Bindétde signing Of BT O in(L.994. It is
also corsidered a significant step forward
towards the creation of a common market
using African Regional Economic
Communitieg (REC) as building blocks, as
envisaged by the Abuja Treaty adopted by the
Organisation of the African Unity (OA®&pack
in July 1991. (Albert, 2019). Within only
thirteen months of opening for signature, the
AfCFTA attained the minimum number of
Hdrdtledes df Tatifications on 29th April
2019 and thus entered into force on 30th
May 2019. The 12th Extraordinary Sessioof
the Assembly of the AU on the AfCFTA on 7th
of July 2019, witnessed the adoption of the
Niamey Declaration on the Launch of the
Operational Phase of AfCFTA (AU, 2019b). At
the time of writing, fiftyfour of the total fifty
five African Member States hee signed the
agreement, while twenty-eight State Parties
have deposited their ratification instruments
(AU, 2020).

The AfCFTA establishes the institutional and
regulatory framework for the implementation
of the Continental Free Trade Area (CFTA), a

% The Organisation of the African Unity was replaced in
2002 by the African Union. The latter is now the
continental body consisting of 55 member states from the
African Continent.

4 The remaining non-signatory country is Eritrea

14



singe and liberalised market for goods and
services, facilitated by movement of persons.
It originally envisaged two negotiation phases:

Phase I: concluded protocols on trade in
goods, trade in services and the dispute
settlement mechanism. It aims to boost
intra-African trade through progressive
elimination of tariff and nonrtariff
barriers. (AU, 2018). The start of trading
under this protocol and the agreed
schedule of tariffs is set for 1 July 2020
(AU, 2020)

Phase II: to tackle cooperation on a
number of complementary policies. The
following policies were identified:
competition policy, intellectual property
rights and investment. This phase is now
set to be concluded by December 2020

(Ibid).

However, the AfCFTA did not clearly address
the growing realiy of the digital economy, nor
did it envisage ecommerce to be part of those
two negotiation phases. During the same
period, countries across the globe were
seeking to capitalise on the growth of-e
commerce and their appetite for negotiating e

commerce preoisions in Regional Trade
Agreements  (RTAs) was increasing.
y € AT U v ITAE0d¥% O

on the WTO to bring eeommerce to the heart
of the organisation WTO when they
announced a Joint Statement Initiative at the
11" WTO Ministerial Conf@nce in December
2017 with the intention of initiating e
commerce negotiations among them and
other countries who decide to join.

The first study commissioned by CUTS
International as part of this project, and
conducted by Gaitan G., A. (2020),
demonstraéd how ecommerce provisions
have recently become a core element in RTAs
such as the Comprehensive and Progressive
Agreement for Tran®acific Partnership

»

(CPTPP) and the United Statelslexico
Canada (USMCA) agreement. According to
the study, 60 per cent ofall RTAs that entered
into force between 2014 and 2016 included
e-commerce specific chapters or provisions. It
also showed that up until June 2019, a total
of 84 RTAs included ecommerce provisions
and added that while developing countries
were parties to most (74) of these
agreements, emerging markets made the bulk
of their participation and 32 among them
involved the participation of smaller
developing countries, whether in a North
South setup or SouthSouth setup. A
significant example from the devehing world

is the Association of the South Eastern Asian
Nations (ASEAN) Work Programme on-E
Commerce 20172025 and the signing of the
ASEAN agreement on Electronic Commerce in
January 2019. One trend showing the
increasing appetite for €ommerce in tra@
agreements is the recent inclusion of-e
commerce provisions in  megaegional
agreements and negotiations, such as those
aiming at a Trade in Service Agreement
(TiSA), Regional Comprehensive Economic
Partnership (RCEP) and Comprehensive and
Progressive Tans-Pacific Partnership
(CPTPP) among others.

E%cl; of these recent developments made it
ETs” U UV E7s Sego A
Continental Free Trade Area is to fulfil its
potential in transforming African economies, it
must also include a clear digél strategy. This
has led to discussions on whether -e
commerce should be included in the second
phase of negotiations. (UNECA. OHCHR &
FES, 2017, p. xii).

It was finally decided by the AU in its 3%
ordinary session in February 2020 in Addis
Ababa, that Phase Il Negotiations on an
AfCFTA protocol on {eommerce will
immediately start after the conclusion of
phase Il on investment, intellectual property

15
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rights and competition policy so far set for
December 2020. (AU, 2020, p. 4).

Study Rationale and Qivgec

Itis against the above background and context
that this study will explore policies and
approaches through which African integration
could tap into ecommerce opportunities and
harness its development potential, particularly
in the context of AfCFTA.

| »%6 O00AvEei o AAG%EUD
African policymakers and trade negotiators
with  relevant synthesised information,
analysis and experiences that can be
leveraged at the national, regional and
continental level within the framework of
AfCFTA egotiations and its prospective -e
commerce protocol, in order to promote-e
commerce growth across the continent,
establish  suitable  environments and
regulatory frameworks that enable and further
facilitates crossborder ecommerce, boost
intra-African trage and capitalise on its growth
and development benefits.

The study will contribute to better preparing
the continent for an era of digitalised global
economy and trade while it builds on existing
efforts at the national, regional, and
multilateral levels.

Methodology and Steps of
Analysis

In order to meet this objective, the study will
be based on a review and empirical analysis
of the existing literature, data, reports and
experiences. These include the following: i)
AfCFTA agreement framework; ii) AU Agda
2063 (a continental comprehensive vision
and framework for sustainable development)
and draft digitalisation strategy in the process

of finalisation; iii) digitalisation and e
commerce strategies and/or policies and/or
legislations developed in Africat the national
or REC level with the objective of highlighting
significant national and regional case studies
and best practices and iv) relevant studies,
reports and data published by African States
and by relevant regional and international
organisatiors.

The analysis is presented in 4 steps which are

reflected in the four chapters of the study as_
6w | 0 %C %6 0l Udl Chyv

~ Step/Chapter 1: Explores the potential of
e-commerce in Africa, identifying

opportunities, challenges and potential
risks in light of the newly emerging cross

border ecommerce process chain.

Step/Chapter 2: Explores the relation
between AfCFTA and-eommerce in light
of the wider continent development
aspirations and how AfCFTA framework
can be leveraged to promote-eommerce
and catalyse its benefits across the
continent.

Step/Chapter 3: Gives an overview of
how a number of African countries and
the REG (the building blocks of the
African Integration) have attempted to
address the issue. This step will help
identify best practices and initiatives from
within the continent and explore potential
synergies  between their  various
approaches in addressing dil
economy and ecommerce.

Step/Chapter 4: Synthesises the global
discussions/negotiations on regulating e
commerce and/or promoting the digital
economy in the context of the WTO. This
final step is to allow AfCFTA to grasp key
debated issues on the-eommerce global

16~



agenda, and the various positions and
approaches taken, to enable the
formulation and advancement of an
African common position.

The study concludes with an overview of
lessons learned and recommended policy
options to support African policynakers and

negotiators in mobilizing AfCFTA towards a
better integration of the continent in the age of

e-commerce and to take advantage of the fast
advancing digitalised economy and trade.

17




SECTION

The Rise octBmmerce In Africa:
Opportunities, Challenges and R

This Chapter will give an overview of the fast
growing ecommerce potential of the African
continent and the opportunities €ommerce
growth can bring to thel | EG%E EGT
economic and development aspirations:
growth, industrialisation, regional integration
and global value chain integration. It will then
track the crossborder ecommerce chain to
identify challenges that can stand against e
commerce growth ad risks associated with
its growth and expansion across borders.

1.1 Ecommerce growing
potentials and
opportunities in Africa

Despite being a late comer, it has become
widely believed during the past few years that
Africa will be soon witnessing significan
transformations through the rise of the digital
economy and ecommerce (ITC, 2015). The
existing and growing potential of-eommerce
is more and more evident from the significant
internet connectivity and mobile financial
access digitalisation trends and the
emergence of eommerce platforrbased
businesses in Africa across various economic
sectors and societies (UNECA &/, 2019).

SAccording to I TUG6s Press
Global ICT estimates, available here:

https://www.itu.int/en/mediacentre/Pages/2018-PR40.aspx

rel ease

Growing access to Internet and
financial services

‘?he Aﬁicaﬁ continent has a total population of
about 1.3 billion people and, with 60% of the
entire continent aged below 25, is home to
the youngest population in the world (WB,
2019). Recent internet and mobile access
8 UT 80 v 00 EvoaidwowUi 80
digitalizing faster than anywhere else in the
¢T 8Avi YAIL2019 pD229). Over the
past ten years, the continent has recorded the
highest growth globally in internet access,
moving from 2.1 per centin 2005 to 24.4 per
centin 2018°. The progress is not only visible
in internet connectivity but also in mobile
cellular telephone subscriptions and in digital
- %EUEI %WUA o6 o8C%l 6 -A6%ES
EU DETF, 2019, p.1314). According to
World Bank (WB) 2019, more than 50 per
cent of all moblle money services in the world
are in Africa. Based on the GSMA (2019)
State of the Industry Report on Mobile Money,
table 1 below shows that the number of
mobile money subscription accounts in Sub
Saharan Africa (excluding North Africa
countries) have rached 395.70 million
subscriptions (representing 60 per cent of
Sub-Saharan countries adult population) out
of 866.2 million subscriptions globally.

announcing 2018
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https://www.itu.int/en/mediacentre/Pages/2018-PR40.aspx

Table 1: Number of Registered Mobile Money Accounts in World Regio

Millions,201362018

[Reslon 2013 2014 ___J201s ___|2016 ___|2007 2018 |

Sub-Saharan  98.3 146 222.8
Africa

Northern 35.8 37.9 41.7
Africa and

Middle East

Latin America 8.3 14.9 17.3
and the

Caribbean

East Asiaand 23.7 21.8 26
the Pacific

South Asia 355 76.9 101.9
Europe and 1.5 1.5 1.7
Central Asia

Source: AU, 2019a and GSMA, 2019.

According to the GSMA (2019), while Africa
is still driving growth of Mobile Money, it is
expected that its growth rate of registered
accounts will slow down as more and more
people get access. However, Africa still has
a»o i 6A
Egypt” the top three most populated countries
of the continent. Their combined adult
population of over 242 million remains with
limited availability of mobile money services
and low rates of financial inclusion (GSMA,
2019). Mobile money as peviously
introduced, is a game changer in Africa as it
allowed bringing populations traditionally
excluded from the formal financial system into
economic activity, notably: the rural poor,
women and displaced persons (GSMA, 2019;
WB, 2019; UNCTAD 2019b).

U 3% E shioptaaidiE 0 6

2774 348.60 395.70
441 47.27 48.89
23 23.53 26.99
36.6 68.55 94.61
164.2 258.36 287.59
10.4 11.55 12.35

Emerging local platfdrased
businesses

Figure 4 below shows a recent mapping of e
commercg, companies using online platforms
in ,rAfricé ir?/‘fﬁe ygéz:;/ﬁ&za. It gouunts more than
250 e-commerce companies operating across
the continent. The map shows how €
commece platformbased business enabled
various forms of trade: in goods, in services
and the combined trade in goods and
services. It also gives a live example of how
online platforms are more and more adopted
by various economic actors and across various
sedors, including even the most traditional,
like health and medical services.
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Figure 4: More than 256dfhmerce Companies in Africa in 2020
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Source: Briter Bridges (2020), Innovation Maps. Available at: https:iterbridges.com/innovatiomaps

Supporting SMEs and-siast
to transcend borders

The above map points to seven-eommerce
platformbased companies (SMEs) who are
now able to access the markets of three or
more African countries. This is an affirmatio
of what the study outlined in the introduction
that ecommerce platforms can bring
particular benefits to SMEs by helping them
transcend location constraints and reduce
marketing and advertising costs of their
products and services, as well as by providj

SWorl d Finance (2014).
says African Guarantee Fund, 18 November 2014,

easy and simplified access to necessary
services to facilitate SMEs exports to foreign
markets, naming for example: simplified
payment solutions and logistics (WB, 2019;
MacLeod, 2018). Such benefits are even
more particular in the case of Africa, where
SMEs contribute to more than 80 percent of
output® and employment, thus establishing a
new middle class and fuelling demand for

S ME g r o wavailable atyhttps:wwW.ivarldfiramcé.com/banking/sme-,

growth-key-to-africas-future-says-african-guarantee-fund
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new goods and services,
services.

including online

Growing Digital Markets
potential

African SMEs also create around 80%f the

d %I Ei 6 J; tconinprce dngleéx  *
20188 estimates that there were at least 21
million online shoppers in Africa in 2017 and

it has surged annually by 18 per cent since
2014, higher than the world average growth
rate of 12 per cent. According ttdNCTAD this
number represents less than 2 per cent of the
global online shoppers, but still Africa holds a
ATa T- U070 Eo0%nUAr i JE
such as the European Union, where 68 per
cent of Internet users made an online
purchase in 2017, the coresponding figure in
Africa was only 13 per cent on average in
2017. If the ratio of online shoppers to
Internet users in the region was increased to
50 per cent, an additional 77 million online
shoppers would be added and the estimated
B2C revenue (assumig average annual
66U Ev ¢U6 »UAC vbp
(UNCTAD, 2018b, p.16).

Accordingly, and as mentioned in the
2E081T vAIl 0%I Es i 0»
Africa would foster economic growth and
reduce poverty. It has the potential to create
more jobs, encourage entrepreneurship
UET E3 a » eT Al»s
productivity, bring more women into the
AUcl A -1T0d81 s UEv |

p.3).

YE

" WEF (2015). Why SMESs are key to growth in Africa, 04
August 2015, available at:
https://www.weforum.org/agenda/2015/08/why-smes-are-
key-to-growth-in-africa/

8 UNCTAD B2C E-commerce Index of 2019 mentions that
given data limitations, this year's index should be
considered provisional. Internet user data for 2018 was
limited at the time of index calculation and the latest data
on accounts are for 2017. Hence, changes from the

£018) A recent study, showed that of the tatal

V %3 Y,

Boosting Intiafrican trade

According to UNECA etA/ 2017a, Intra-

African trade provides a far larger share of

331 ¢a» AS D-adiiédl andd c
%HEVAOGQNS HUAWC v Cliaao
with any other market.

E-commerce facilitates crosborder flows of
goods, services and particularly data, thus,
can significantly boost intréAfrican trade
(OECD, 2017). A relevant example from
another continent, is MercadoLibre, an
Argentinian company that is now the largest
online retailer in Latin America (MacLeod,
amount ofVLatln Amerlcans with™ Internet uo
access in February 2018, 62 per cenvisited
e-commerce sites and 47.4 per cent of those
made their online purchases on Mercaddbre

(and only 16.6 per cent of them shopped on
Amazon and 10.9 percent shopped via
Alibabd).

Creating value for Africa in the

¢ 1 AAA4 CElnelustriallRewvolateon

Business Ecosystem

900 R0 8 EY O E o

TEAD
boostt e economy (t rougheommer(e and

digital financing), cut red tape and reduce
trade costs (through eayments, e

oyernment and th % aliz tIer of public
ge§V|ce[éTJ]) leap frog ZLflt ?)%rtlmpate in the 4th

3 3 T
/4E vE%oa /tuA /4c UYuP/&I E yaé OqlsA

previous edition of the index are mainly influenced by
secure servers and postal reliability. Therefore, this study
relies on the 2018 index data and trends.

9 Portada Online, Top LatAm E-Commerce Sites: 47.4% of
Latin American Internet Users Buy on MercadoLibre, Only
16.6% Prefer Amazon, 04 October 2018, available at:
https://www.portada-online.com/latest-news/top-latam-e-
commerce-sites-47-4-of-latin-american-internet-users-buy-
on-mercadolibre-only-16-6-prefer-amazon/



https://www.weforum.org/agenda/2015/08/why-smes-are-key-to-growth-in-africa/
https://www.weforum.org/agenda/2015/08/why-smes-are-key-to-growth-in-africa/
https://www.portada-online.com/latest-news/top-latam-e-commerce-sites-47-4-of-latin-american-internet-users-buy-on-mercadolibre-only-16-6-prefer-amazon/
https://www.portada-online.com/latest-news/top-latam-e-commerce-sites-47-4-of-latin-american-internet-users-buy-on-mercadolibre-only-16-6-prefer-amazon/
https://www.portada-online.com/latest-news/top-latam-e-commerce-sites-47-4-of-latin-american-internet-users-buy-on-mercadolibre-only-16-6-prefer-amazon/

systems, in order to be supplied and to deliver

1 | 2 E‘C0m merce to customers. They turned to consumers from
Cha”enges and ASSOCiatéﬁ—income countries who, due to their high

purchasing power, their use of the banking
RlSkS system, and their tru__st‘in‘ legal systems, ) )
quickly occupied el | EE 0o | i 6 WWEOQUE
EUBA & 60Ul ia HAl» UE
favouring environment is not yet fully enjoyed,
with  many foundational challenges to
overcome to build digital ecosystems and
facilitate crossborder ecommerce.

While the economic and developmental
potential of ecommerce and the digital
economy are increasingly accepted, countries
are not on an equal footing to reap its fruits.
E-commerce was enabled by wide scale
adoption of the internet in societies ofhe

developed and advanced countries (Weigert, Cha”enges across the €ross
2018). According to Weigert (2018), border fommerce Chain (A

developed countries enjoyed a far more
favourable environment than developing bOttOrFUp approach)
countries to embrace «ommerce and allow
it to flourish. This gap persists as some
developing ountries are able to catclup

SMEs, wishing to engage in crodsorder e
commerce, face many challenges across every
_ B _ step of the process chain (ITC, 2017b;
morg than 'the others, while Africa is still Ebrahim Darsinouei, 2017). From the Global
lagging behind (UNCTAD, 2018a). MSME Competitiveness Survey conducteg b

Weigert (2018) explains that in developed ITC (20117f)d0f mor.e thar;ﬂlz,zo'? MSMESd
EUBA a6 11T EA%E adUv 8 8°r°%t:3_ b _t‘f“’ﬂ%";!ﬂgl a“fu fas Reﬁ?@e 0 »
necessary logistical infrastructure, such as countries (with particular focus on Africa),

effective transprt networks and postal four key issues emerge:

Figure 5: Issues under Four StepgSahkerce Process Chain

Enabling Issues(prominent in the first phase of the chain) Logistical
infrastructure, digital infrastructure, digital literacy, digital business skills,
access to internet and platforms, the cost of digital access, access to
- %EUE!I ! al a

Establishing
Online Business

Facilitating Issuegprominent in the International gpayment phase when

a wider digital ecosystem is created to support SMEs and facilitate online
transactions): these are related to issues of Digital ID, the lack of
advancede-payment systems following international standards, lack of
transparency on Government regulations and procedures, lack of
governmertbusiness online interfaces, lack of systems and regulations
to support: electronic signatures, electronic contracts anaperless
trading.

International E
payment

4

Market Access issuefbarriers faced when crosborder delivery is to take
place): customs duties (particularly in goods), valuation and pricing
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issues (lack of information on duties and delivery costs), movement of

natural persons, access to foreign parcel deliveries and warehouses and
issues related to data access and localisation (particularly in the case of
services becoming more prominent idigital economy).

Trust Issues(very evident in the cros$order and aftersales phases as
well): these reflect weak regulatory frameworks and are linked to lack of
understanding of consumer rights and enforcement, lack of customer

feedback,application of duties on returned products, and lack of online
dispute settlement mechanisms.

One can observe that challenges in the early
phases of the cros$order ecommerce chain
relate to the actual feasibility of setting up the
online business which requires a certain
amount of both financial and human capital.
But moving down the chain, challenges move
from being firmspecific to involving the larger
business ecosystem and national and cross
border actors and stakeholders (ITC, 20bj.
Kaukab (2017) cited by Ebrahim Darsinouei
(2017) captured this tendency and translated
it into a bottomup (Pyramidal) classification
(See Figure 6 below). Such a bottorap
approach, together with the ecosystem
approach to digital economy, enable polic
makers to capture the linkages between
various policy responses and provides greater
flexibility for simulating different policy
scenarios (AU, 2019a).

Figure 6: A Bottedp (Pyramidal)
classification of-eommerce
iIssues and challenges

Rules &
Regulation
Issues

Market
Access
Issues

Facilitation issues
Enabling Issues

Source: Kaukab (2017) cited in Ebrahimi Darisinouei
(2017).

Lack or inefficiency-of E
commerce Regulatory Framewo

It is important to note that the literature on
digital ecosystems highlights that well
developed legal frameworks are needed at
every stepof the chain, and the implications
of lacking those or having inefficient ones are
aggravated once €ommerce activity crosses
national borders (WB, 2019a). Emphasis is
given to regulations related to electronic
transactions, consumer protection, privacy
and data protection and cyber security as they
could strengthen business and consumer trust
and boost ecommerce (Ebrahimi Darisinouei,
2017; Krogman & Khumalo; 2016).
UNCTAD tracks the state of these@mmerce
legislations across its 194 member States.
Figure 7 below shows the latest map of the
adoption of these legislations worldwide. The
African continent lags on several fronts: out
of 54 African countries tracked, only 33
adopted electronic transactions regulations,
20 adopted consumer protection regations,
28 adopted privacy and data protection and
28 adopted Cybercrime laws.
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Figure 7: Summary of AdoptiorcamiEnerce Legislation Worldwide

o Summary of Adoption of E-Commerce Legislation Worldwide

Source:UNCTAD, 18 February, 2020

EcommerceAssociated Risks

Adoption of ecommerce is increasingly seen
as inevitable and any potential attempts of
digital protectionism would mean further
isolation and exclusion for the African
continent in the future global digital economy
(MacLeod, 2018; AUEU DETF, 2019). At

the same time, we are seeing the rising risks
and disbenefits of promoting croskorder e

commerce growth. According to Bukht &
Heeks (2018), those risks stem from the fact
that the digital divide while being a constraint
0T v %3 %o UA | T E ly&l$o bes
seen as a disbenefit inherent to that

¢

Africa (54 countries)
Countries with legislation

Electronic Transactions:
33 (61%)

Consumer Protection:
20 (37%)

Privacy and Data Protection:
28 (52%)

Cybercrime:
28 (52%)

industrialisation  strategy  that  proved
successful in Emerging Econaes (Macleod,
2018).

Worries also stem from the clear risk of
concentration of economic power in the digital
platform market which already represents an
anti-competitive environment for developing
countries. Data ownership, access to critical
source codes and intellectual prapty rights

are all areas where Africa and most
developing countries will be the newcomers
and where digital Multinational Enterprises

(MINES) @&re becgrging mengpolies (UNECA, &
Al 2017). As e-commerce grows, developed

\'% ¢ AT UE EQi acommercécatv v CQ]JI}U’@% are ramping up the pressuren

c i | »ET AT 3 3% UAAE
who are already digitally skilled over unskilled
labour, thus increase digital inequalities.
These fears stem from howdvances in 3D
printing and Artificial Intelligence (Al), are at
odds with the past incentives to invest in
developing countries with cheap labour,
which was at the heart of the expoited

c yothers \ioj Bring- asq SUesE to  glgbali

negotiation tables whether in Regional Trade
Agreements or in the Multilateral sphere of the
WTO (Ismail, 2020a). Platformbased MNEs

have in the past decade made headlines for
alleged tax avoidance and profit dhing

scandals. Taxing MNEs in the digital economy
has been on the agenda of developed
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countries for many years before bringing can pull Africa out from its interited digital
developing countries into the discussion. This and industrial disadvantage, its growth can

is despite the fact that many developing generate disbenefits that can further widen the
countries (including African) representa inequalities. But ecommerce is a growing
significant market for MNE businesses and reality and welldesigned policy responses,

imposing VATs or taxing income could that address challenges across the different
generate significant and much needed phases of the newcrossborder ecommerce

revenues (Ismail, 2020b). chain, are necessary to minimize risks while
reaping the fruits of promising technologies.
In conclusion, Ecommerce holds the key to The current AfCFTA negotiations represent an
boosting intraAfrican trade, scaling up opportunity to scale policies at the regional
D-38 %I Ui 6 H: * 6bordetsdadd 6 | |eeVifHarmony with the African integration
creating a place for the continent in the 4.0 vision and objectives and foster coordination
industrial revolution. On the other hand, and leverage benefits at the continent level.

crossborder ecommerce growth in Africa
faces a specific set of challenges
incomparable to most other countries: while it
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SECTION

AfCFTAeveragingdemmerce for
IntraAfrican trade and Developme

The AfCFTA agreement did not envisage any
negotiations or inclusion of @ommerce or digital
trade provisions at the launch of negotiations in
2015. The decision to embark on phase 3
negotiations for an ecommerce protocol (right
after the accomplishment b phase 2) was
decided at the 33 AU Assembly Ordinary
Session in February 2020. This Chapter explores
the journey that led to ecommerce being
included in the AfCFTA negotiations, including the
AU Strategic Framework for Development
(Agenda 2063) announed in 2013 and the later
developed draft AU strategy for Digital
Transformation (SDT) 20262030.

2.1 Ecommerce and

AfCFTA: Building Moment

under AU

However, the AfCFTA has overall objectives that

go beyond traé liberalisation. (UNECA. OHCHR

& FES, 2017). In particular, art.3.a clearly
mentions that the agreement seeks to achieve the

¢ v &  C A #égkated) prosperous and
peaceful Africa Eo»d%E v %E D3 E
art.3.e of the AfCFTA states thah¢ agreement
U%EGS6 Ol eusl ET 0 UEv UGa®G
inclusive socieeconomic development, gender
equality and structural transformation of the State
EUdO% 6& YDJs yecO¥s Uaxba

In relation to Agenda 2063 formulated around
¢l & Uado U3 dk Ok %I O
%EQ *a8UG vs UsT60 81T A6 UEV
under target 21 under aspiration 2: the same
aspiration under which digital economy, ICT and

u’rﬁe‘-African trade intersect to realise African

Integration and development:

1By 2063, the necessary infrastructure will be in
UAUI al 6A0OU0I 64 D-38 %l Ui o

The developme nt link between Akl growth, technological transformation, trade

Agenda 2063 and AfCFTA

Even though it took almost 5 years to bring-e
commerce to the AfCFTA negotiating table,
AfCFTA and eeommerce were clearly intertwined
under the AU Agenda 2063 announced in 2013
Y H &l Ca y ¢ Al épa
O & a» 0% E v U3 H

the institutional and regulator framework for the

implementation of the African single and
liberalised market for goods and services, through
gradual elimination of tariffs and facilitating
EITC E Ea T - U 861 EOGI

and development. This will include higispeed
railway networks, roads, shipping lines, sea and
air transport, as well as weiltleveloped ICT and
the digital economy. A PatAfrican HighSpeed
Train Network will connect all the major
cities/capitals of the continent, with adjacent

B | habyaxs ang pivelines forgds, oll, wates asgvelly 6
E £ 0 asHE Bipadlesragablgssand othar infragractyie A %6 »

This will be a catalyst for manufacturing, skills
development,  technology, research  and
development, integration and intréfrican trade,
investments and tourisfin Y DAbenda 2063,

Y B Jaspirgtien@29. 4
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Box. 2. AU Agenda 2063

iAgenda 2063 is a shared framework for inclusive growth and sustainable development for Africa to be realize
the next fifty years. It was agreed upon by the African leaders in 2013 through the 50th Anniversary Sole
Declaration during the commemoratioof the Fiftieth Anniversary of the Organization of African Unity (OAU).
builds on past and existing continental initiatives for growth and sustainable development. Those include but
not limited to: the Abuja Treaty; the African Charter on Democra&fections and Governance; the African Chart
on Values and Principles of Public Service and Administration; Programme for Infrastructure and Developme
Africa (PIDA); Comprehensive African Agricultural Development Plan (CAADP); Accelerated Inddstrialopment
in Africa (AIDA); and so on.

It identifies 7 aspirations for the content to be realised by 2063:

Aspiration 1: A prosperous Africa based on inclusive growth and sustainable development

Aspiration 2: An integrated continent, politically unitedased on the ideals of Pan Africanism and the vision 1
D-d%l Ui G EU%G6O6UEI

Aspiration 3: An Africa of good governance, democracy, respect for human rights, justice and the rule of law
Aspiration 4: A peaceful and secure Africa

Aspiration 5: An Africawith a strong cultural identity, common heritage, values and ethics

Aspiration 6: An Africa whose development is peoptigiven, relying on the potential of African people, especial
its women and youth, and caring for children

Aspiration 7: Africa as a sbng, united, resilient and influential global player and partnér.

Source:AUC. (2015a). 01 Background Note: Agenda 2063, Addis Ababa\frican Union Commission. Available at:
https://au.int/sites/default/files/documents/331268loc-01_background_note.pdf

The AU also decided to identify specific actions to
ensure the achievement of goals by 2063. Under
[ = [ a» 0 Odnrieét. |Altica
through worldclass Infrastructure s 2 ' | s
economy and AfCFTA intersect again to fulfil the
C%06 %l E | -a cddtineént/on Bqual Botirg
with the rest of the world as an information
society, an integrated @conomy where every
government, business and citizen has access to
reliable and affordable ICT services by increasing
cdl UvcUEv U E adéUd %l E)
capital to young ICT entrepreneurs and innovators
Y/iba

E bdfveen,

Figure 8 below from UNECA &A/ (2019b),
visualises this relation of interdependence
IntraAfrican  trade, ecommerce,
voEelepinghfand the ultimate goal of having an
integrated eeconomy or a regional digital
economy ecosystem. Negotiating -@mmerce
under AfCFTA was therefore only a matter of time
as economies depending on traditional sectors
needed b have their worries around -€ommerce
growth addressed.

UEv UJdI Csuv %ES C EGAJ
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Figure 8:-Eommerce and Integration in a Digitizing Africa

Source: UNECA & Al. (2019b), p. 18.

BU|Id|ng Momentum for Af@-FTA According to UNECA etd/ (2019b), the AU
Conference ond | EE 0| I TEI AAv v

commerce Negotlatlons future continental ecommerce strategy should
cA¥%Av T E G*'6bi YE %0 %LU O %C
between national, regional and continental

. . _ initiatives and that member States should

across the continent, the AU organised its-E
. endeavour to ensure that the necessary

commerce Conference on 226 July, 2018 in _ _
S U%BT c%s 8 EcuUa I» 10 E-T S”‘Eﬁ“fe,IOLF%E"”V@OT"}FECE B vy
a platform to enhance understanding of the v I 1 a
current state of ecommerce in Africa, the
challenges and opportunities building on the
experience of actors on the ground as well as
other regions of the world, and discuss key
elements of a roadmap for the developmeaf an
African Strategy of EEommerce with a view to
promoting the emergence of African@mmerce

Given this development mandate of the AfCFTA
and the potential of ecommerce development

A series of conferences and events then took place
in different national, regional and international
fora with special focus on &ommerce
development acceleration in Africa. A key event
wasJ,; '/ D) i ¢ -Cbhmmered WWeekvhich
took place for the first time in December 2018,
only a few months after the AU Conference, also

champions and ensuring that African countries in Nairobi. The UNCTAD eCommerce Week of
rAnaximize the oppAortunities of feqmme‘rge,and 2018 was organised in collaboration with the AU
u> v wmaUA TTETECT YDJ gy thé Edrbfesn UH@W%E%)aand'ré:sultedlm'theu »

key specific ofjectives of the conference was to Nairobi_Manifesto on the digitheconomy and 3
i * COAT 3 a» E 8%06 UEV gl L dev)e/oﬁmé%zo/n/ sricanich gath@reﬂ /1D
as a platform for advancing €ommerce and recommendations mentioned in the conference.

V%2 %aUA 08UV %E D=6 %l Ui Bo%?h&;ﬁﬁ‘dht% thék@y rebdfhendations related

to crossborder trade in the digital economy and
D-'/1Dié6 UT 0 EO%UA 81T A a
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