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(Abstract

This study attempts to provide a nuanced perspective on the promise and perils of the
African Continental Free Trade Agreement on Nigeria’s developmental aspirations. It is
Article Info anticipated that the trade agreement’s adoption and implementation will boost intra-African
trade and create local and regional value chains, opening up new business opportunities for
investors and giving them access to a population of 1.7 billion people whose combined
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Institutional Economics model to provide useful insights into the dynamic relationship
between AfCFTA and Nigeria’s development goals. Results indicate that in line with Nigeria’s
economic development aspirations, the AfCFTA would promote economic growth in addition
to the push for competitiveness in a variety of local industries and the reduction of poverty.
However, this study identifies significant vulnerabilities relating to economic hazards.
Nigeria’s current trajectory falls short of the requisite standards in terms of strategic
policymaking to leverage on opportunities and reduce risks. This paper thus recommends
evolving solution and international cooperation to enable AfCFTA catalyse development in
Nigeria.
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1. Introduction

AfCFTA is the epitome of Africa’s aspirations to be economically integrated and development-oriented. The position of
Nigeria as the most populous and economically advanced country on the African continent is to be an engine driving
the regional agenda (Sabela er a/., 2023). This paper analyses both opportunities and challenges of the current situation
in which AfCFTA influences Nigeria’s developmental goals. Over the years while Nigeria has been grappling with
challenges of economic power and internal developmental inequalities, AfCFTA presents opportunities that would
compound existent issues. This exposes the confusing landscape of trade, policymaking and socio-economic tendencies
to unfold some areas of compatibilities and inconsistency in Nigeria’s AfCFTA engagement. Advancing to this analysis,
the article intends to make a more nuanced contribution by discussing AfCFTA’s impact in terms of Nigeria’s path
towards development.
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1.1. Objectives

i To analyze the AfCFTA’s strategic implications for Nigeria’s economic landscape, evaluating its opportunities and
threats concerning major sectors or industries.

ii. To examine the impact of AfCFTA on Nigeria’s trade policies and regimes, expanding understanding of the extent to
which liberalization will affect achieving the developmental goals.

iii. To investigate the social-economic implications of AfCFTA to Nigeria in terms of its internal dynamics, by looking at
how regional trade integration may either foster or hinder progress towards closing current development gaps,
unemployment and income inequality.

2. Literature Review

AfCFTA represents a revolutionary breakthrough in the integration of the African continent (Obiora ef al., 2022). It sees
a common market for goods and services in African countries whereby through the inter-Africa trade it hopes to increase
economic relations. If the Nigerian economy is taken into consideration, the nation that has a profound influence on the
development of the African continent’s economy understanding what AfCFTA means necessitates wide knowledge
about literature associated with this accord as well as Nigerian economic progress and national plans.

2.1. AfCFTA and Regional Integration

Several advantages that the AfCFTA can bring to Africa’s economic welfare have been observed by scholars. Leshoele
(2023) suggests that the agreement has the potential to lead to industrialization because increased access to markets
facilitates specialization and economies of scale. Nevertheless, fears have been expressed by Boulton et al. (2020), who
stress the importance of infrastructure and institutional support for implementing its potential fullness. The literature
indicates a fine line between the advantages of regional integration and implementation difficulties.
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Figure 1: AfCFTA and Regional Integration

Source: ElGanainy et al. (2023)

2.2. Nigeria’s Economic Development

The economic path of Nigeria has also been extensively discussed in several attracted literature. For instance, Oyelami
(2022) stresses diversification outside oil-dependent sectors to ensure sustainable economic development. The threat



Musa Salihu Ibori and Elvis Otsemehuno Ogah / Int.].Afr.Stud. 4(1) (2024) 23-28 Page 25 of 28

arising from the oil export dependence is one of Nigeria’s main vulnerabilities that AfCFTA can address by diversification
and increased non-oil trade (World Bank, 2021).
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Figure 2: The Role of Trade Across Regions

Source: ElGanainy et al. (2023)

2.3. Nigeria’s Development Plans

There are various development plans, such as Vision 2020 and the Economic Recovery and Growth Plan (ERGP) that
have been articulated by Nigeria, that would guide its economic growth. These initiatives promote infrastructure
development, the industrialization process, and poverty eradication (Bello and Neba, 2022). According to ElGanainy
etal. (2023), aligning AfCFTA with Nigeria’s development strategy is important in improving the benefits accrued from
agreeing. Furthermore, Coulibaly ef al. (2022) highlight the significance of policy cohesiveness and coordination to
ensure that AfCFTA does not conflict with pre-existing national strategies.

2.3.1. Theoretical Framework

Two significant viewpoints in the theoretical framework are Dependency Theory and Institutional Economics through
which an interpretation of how AfCFTA affects Nigeria can be construed. Dependency Theory depicted those African
countries, including Nigeria, were economically reliant on foreign stakeholders following the finding by Kvangraven
(2021). AfCFTA with its reformation on separation and dependency motives, self-sufficiency comes through intra-trade
among Africans. This opportunity is provided for Nigeria by the mutual agreement of African countries to trading zones
which will be presented at this task along with other challenges Institutional economics propounded by (North, 1993)
indicates the role of institutions in dictating economic outcomes. Based on this model, it acts to be very important in
terms of institutional capacity that will ensure an enabling environment and leadership for the implementation as well as
the enforcement of AFCTA.

However, as Aryeetey (2017) asserts that institutions would play a vital role in ensuring that AfCFTA complies with
Nigeria’s aspiration for development without affecting public industries.

The literature review gives a general view of the issues with AfCFTA, the challenges facing economic development
in Nigeria and their plans for further development. Theories like Dependency Theory and Institutional Economics can
provide useful insights into the dynamic relationship between AfCFTA and Nigeria’s development goals, directing
empirical studies of its potential threats and benefits. The review applies critical analysis to the use of theoretical
frameworks, including Dependency Theory and Institutional Economics in selected literature. The aim is to show how
these models inform the analysis of the AfCFTA’s impact on Nigeria’s economic development (Bello and Neba, 2022).
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This analysis helps to evaluate the theoretical cohesion and consistency in literature, analyzing underlying assumptions
of scholars’ perceptions.

3. Methodology

By the systematic and comprehensive analysis, the study uses a variety of scholarly articles, government reports,
policy documents and publications from recognized international organizations. The chosen literature is spread over
time from the inception of the AfCFTA to the most recent available publications for a comprehensive analysis of
emergent trends and contextual subtleties.

3.1. Data Extraction and Synthesis

Scientific literature was thoroughly analyzed to identify relevant information on the prospects and pitfalls of AfCFTA in
terms of its impact on Nigeria’s desired trajectory. Some important topics including sectoral influences, trade policies
and their impacts, as well development plans have also been identified in the harmonization process. Literature was also
organized according to the theoretical frameworks adopted, thus helping appreciate diverse perspectives on the
application of theory.

4. Results and Discussion

The study synthesizes insights from three significant studies to highlight the potential and peril of implementing the
African Continental Free Trade Agreement (AfCFTA) toward Nigeria’s development goals. Each of those studies offers
a specific viewpoint, and it not only illustrates the versatility factor implied by this agreement but also highlights its
peculiar applicability to various aspects.

4.1. Promise/Potentials of AfCFTA for Nigeria’s Development

A study conducted by Briggs (202 1), highlights the immense potential of the AfCFTA for Nigeria’s economic development.
Envisaged as the world’s largest free trade area, AfCFTA aims to create a single continental market, fostering the free
movement of goods, services, and investments across 55-member states. The potential for scale production, continental
market access, and efficient resource allocation presents opportunities for Nigeria to enhance competitiveness, industry
growth, and economic development (Byiers and Woolfrey, 2023). The paper emphasizes the positive impact on GDP,
surpassing US$3.4 tn, and a market comprising more than 1.2 billion people. This aligns with the objectives of Nigeria’s
development plans, emphasizing economic diversification and poverty reduction.

The observations from the study of Mhonyera and Meyer (2023) complement these findings by quantitatively
assessing the welfare and trade effects of AfCFTA on Nigeria. Utilizing decision support and computable general
equilibrium models, the study predicts positive welfare gains (US$146.12 mn) and trade benefits, positioning AfCFTA as
a net-trade-creating agreement.
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Figure 3: Effect of AfCFTA on Nigeria’s Volume of Trade and Terms of Trade by Sector
Source: Brookings Institute (2021)
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The emphasis on sustained export potential within AfCFTA member states underscores the importance of leveraging
core export competencies for welfare improvement in Nigeria (Ajibo ef al., 2020).

Agriculture and Fishing which are basically raw material production has the highest volume of trade which stands at
less than 23%, aside other manufacturing at 50% (Brookings Institute, 2021). This entails that more needs to be done and
AfCFTA offers a window of opportunity for both volume and positive terms of trade in this regard.

4.2. Perils/Disadvantages of AfCFTA for Nigeria’s Development

However, the potential benefits coexist with challenges, as highlighted in a study by Briggs (2021). Concerns are raised
regarding the business environment, with an acknowledgement that both pros and cons may arise from the agreement’s
implementation (Maruta ef a/., 2020). The distinct examination of the business environment suggests that while
opportunities for growth and development exist, careful consideration is required to navigate potential pitfalls and
safeguard Nigeria’s economic interests.

Research led by Imoagwu et al. (2021) examines the socio-economic impacts of AfCFTA on Nigeria. Though
acknowledging the agreement as an African development strategy, the research warns that its viability for proper
realization is fundamental to harnessing outcomes. There is also an immediate positive effect firstly for Nigeria, in which
decreasing the unemployment and illiteracy rates along with increasing factors productivity efficiency are associated
with succeeding household earnings generation possible. First of all, some limitations are mentioned like the lack of
current data yet it is noted that tracking and planning formulation seems to be required (Adewopo et al., 2021).

This appears to be a twisted synthesis of promise and peril for Nigeria under this AfCFTA framework. Although the
agreement provides tremendous economic opportunities to encourage manufacturing workforce competitiveness, and
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Figure 4: Export effects of AfCFTA on the Nigerian Economy

Source: Brookings Institute (2021)

poverty reduction, careful consideration of challenges is important as Nigeria seeks her developmental goals (Edun e?
al., 2022). The matter above policymakers is prompted to use positive outcomes and address indicated negatives in an
attempt not only avoid unsteady points of AfCFTA’s implementation, but also for effective development.

5. Conclusion

In conclusion, this paper has mapped a route that may appear elusive for AfCFTA and the impacts of such objectives on
Nigeria’s growth aims. The synthesis of key studies reveals a dual narrative: The AfCFTA shall support economic growth,
as well as the drive for competitiveness in diverse industries and poverty reduction in relation to Nigeria’s development
agenda. However, the threats are obvious too — business hazards and the need to steer clear of minefield. Given that Nigeria
is Africa’s economic powerhouse in terms of GDP and population size, its inclusion in AfCFTA does fail to meet the highest
standards with regard to strategic policymaking aimed at leveraging on opportunities and risks reduction. The results



Musa Salihu Ibori and Elvis Otsemehuno Ogah / Int.J. Afr.Stud. 4(1) (2024) 23-28 Page 28 of 28

emphasize the need for further study, evolving responses and international cooperation that will enable AfCFTA to become
a catalyst in promoting the sustainable development of Nigeria within an emerging global economy.
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