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Abstract

Amidst rising geopolitical uncertainty and tensions, Africa and Latin America & the Caribbean (LAC)
possess significant, yet untapped potential for developing resilient South-South value chains. This
paper conducts a comparative analysis of their business environments and identifies structural and
regulatory challenges to cross-continental industrial collaboration. Sectors with the greatest
complementarities—including agri-food, light manufacturing (such as textiles and apparel), digital
services, and logistics—are highlighted as priorities for cooperation. Based on this analysis, the
paper proposes a pragmatic, phased, corridor-focused strategy to operationalize South-South
value-chain integration. Key elements of this roadmap include the establishment of strategic pilot
initiatives, the adoption of Mutual Recognition Agreements (MRAs) to harmonize certification,
testing and inspection procedures, the deployment of blended-finance instruments to de-risk joint
investments, and the integration of informal economic actors to ensure inclusivity. This approach
aims to translate identified complementarities into sustainable, institutionalized value chains that
strengthen interregional trade and economic resilience.
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1. Introduction

This paper is part of a series of studies jointly launched by the Horn Economic & Social Policy
Institute (HESPI) and the Camara de Comercio Latino Africana (CLAF) to explore opportunities for
enhanced economic cooperation between Africa and the Latin America & the Caribbean (LAC)
region.' It seeks to fill a significant gap in the existing literature, as few studies systematically
compare the two regions’ business environments, sectoral complementarities, and potential for
South-South industrial collaboration.

The study identifies key areas of economic complementarity and examines how joint value chains
can serve as practical mechanisms to connect regional economies, facilitate the exchange of
goods, services, and knowledge, and foster mutually beneficial South-South collaboration. Its
overarching goal is to provide actionable insights for policymakers, private sector actors, and
development institutions, highlighting sectors where cooperative initiatives are most likely to
generate meaningful economic and developmental gains.

2. Nature and composition of intra-region trade flows

Trade and investment flows between Africa and LAC remain limited and highly concentrated, both
in terms of value and geography. In 2024, Latin America and the Caribbean exported approximately
US$23.6 billion to Africa, representing only about 1.6% of the region’s total global exports, valued
at US$1.46 trillion. By contrast, African exports to Latin America and the Caribbean reached US$12.2
billion, accounting for roughly 0.8% of Africa’s total exports to the world, whose value was US$1.44
trillion. These figures reveal that trade between the two regions remains a relatively small fraction
of their overall global trade, with Latin America exporting nearly twice as much to Africa, inrelative
terms, as Africa exports to Latin America (see table 1).

Table 1: Bilateral trade 2022-2024 between Africa and Latin America and the Caribbean (all products,
value US$)

Latin America and the
. .
Caribbean's exports to Africa Africa's exports to Latin

(values in US$ thousands) Product label America and the Caribbean

Product label (values in US$ thousands)

2022 2023 2024 2022 2023 2024
23,404, | 20,644, | 23,672,8 12,897,8 | 11,814,0 | 12,204,9

Total Total

415 384 92 96 05 76

! The LAC region comprises 34 countries and territories: Antigua and Barbuda, Argentina, Bahamas, Barbados,
Belize, Bolivia, Brazil, Chile, Colombia, Costa Rica, Cuba, Curacao, Dominica, Dominican Republic, Ecuador,
El Salvador, Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay,
Peru, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines, Suriname, Trinidad and Tobago,
Uruguay and Venezuela. Source: https://www.intracen.org/our-work/regions-and-countries/latin-america-and-

the-caribbean
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African exports to LAC are largely concentrated in petroleum and natural gas, driven by oil-
producing countries such as Nigeria, Algeria and Angola. Fertilizers, particularly phosphates, are
also significant, with Morocco and Egypt serving as major exporters. Additionally, vehicles, parts,
and accessories—produced mainly by South Africa—contribute to the region’s exports to LAC
(Figure 1).

Figure 1: Main supplying markets from Africa to Latin America and Caribbean
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In contrast, LAC exports to Africa are dominated by agricultural products—such as sugar, cereals
and meat—supplemented by by smaller but growing volumes of refined petroleum products.
Brazil emerges as the main exporter to Africa, with exports valued at approximately US$15.8 billion
in 2024. Argentina follows at a considerable distance with US$3.93 billion, while Guyana and Chile
recorded exports of US$596 million and US$583 million, respectively (Figure 2).



Figure 2: Main supplying markets from Latin America and Caribbean to Africa
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Notably, a substantial share of LAC exports to Africa is classified as ‘“commodities not elsewhere
specified”, a residual category that includes a diverse mix of products not captured by standard
trade classifications. This pattern likely reflects highly fragmented trade flows, consisting of
numerous small consignments of diverse goods. It suggests that unconsolidated, irregular
shipments account for a significant portion of these exchanges, underscoring both the limited
scale and the irregular nature of trade from LAC to Africa.

Overall, trade between Africa and LAC is concentrated in goods with limited value addition and
exhibits few sectoral complementarities. Africa primarily supplies raw materials, while Latin
America provides basic processed goods, mostly agricultural, positioning both regions at the lower
end of global value chains. Trade is also heavily concentrated in a few major economies—Brazil,
Nigeria, Algeria, and Morocco—indicating that broader Africa-LAC economic integration remains
largely untapped.

2.1. Transport modes

Trade between Africa and LAC is limited to air and maritime transport. Although precise, recent
data on the modal split for LAC-Africa trade are not readily available, analyses and reports from
the Economic Commission for Latin America and the Caribbean (ECLAC) indicate that most goods
move by sea, primarily via non-linear (tramp) shipping services,* while air transport accounts for
only a negligible share of total trade volume. According to the International Air Transport
Association (IATA),? Latin America accounts for only 2.9% of global air cargo traffic, and Africa for
an even smaller 2.0%, underscoring the limited role of air transport in interregional trade. Two main

2 Non-linear (or tramp) charter shipping services refer to shipping operations that do not follow fixed routes or
schedules, unlike liner shipping, which operates on published timetables and regular ports of call.
3 https://www.iata.org/en/pressroom/2025-releases/2025-08-29-01
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factors explain this marginal use. First, low trade volumes between the two regions make direct
intercontinental air services commercially unviable. Second, high operational costs relative to
maritime shipping restrict air freight to specific high-value or time-sensitive sectors, such as
perishables, pharmaceuticals, and electronics.

A notable initiative highlighting efforts to strengthen these connections is the recent authorization
granted to the Ethiopian Airlines Group, Colombia Branch, by the Civil Aviation Authority of
Colombia to operate international cargo air services. The airline will serve routes between Addis
Ababa and Bogotad, via multiple stops in Europe and the Americas, using El Dorado International
Airport, one of the busiest cargo hubs in the world. This initiative represents a significant milestone
in the creation of direct air cargo corridors between Africa and LAC, potentially paving the way for
greater trade diversification and improved market access between the two historically
disconnected regions (Aeronautica Civil de Colombia, 2024).

Therefore, maritime shipping is overwhelmingly dominant for Africa-LAC trade, particularly for
bulk commodities such as sugar, grain, petroleum, and iron ore (Hoffmann, Isa, & Pérez, 2001). In
contrast, containerized shipments of manufactured or high-value goods typically follows multi-leg
routes (JICA, 2010), passing through major global transshipment hubs for consolidation, most of
which are located outside Africa and LAC. For example, exports from LAC frequently transit
European ports such as Rotterdam and Antwerp, where shipments are consolidated with other
cargo before continuing to African destinations. Similarly, US East Coast ports, notably Miami,
serve as key consolidation points for LAC to Africa trade. This reliance on indirect routing
significantly reduces the efficiency and reliability of Africa-LAC trade corridors, resulting in:

e higher costs and longer transit times: detours via intermediary hubs increase both shipping
and handling costs, as well as total transit time.

e reduced reliability: multi-leg routes elevate the risk of delays, damage, and disruptions,
creating substantial barriers for trade in time-sensitive or perishable goods.

Given the currently low volumes of commercial exchange between Africa and Latin America, initial
efforts should focus on three key areas: (1) capacity building programs to develop trade facilitation
expertise among officials and export readiness among businesses; (2) exchange of good practices
through institutional twinning arrangements, peer-learning programs, study visits, and joint
training initiatives; and (3) policy dialogue via roundtables and thematic working groups on market
access, trade policy development, and investment promotion to identify complementary
opportunities and coordinate regional approaches.

This “soft infrastructure-first” strategy aims to create human capital, institutional linkages, and
policy frameworks necessary to support sustainable trade growth. By building these foundations,
both regions can more effectively leverage future investments in hard infrastructure—such as
ports, logistics corridors, and digital connectivity—to foster deeper and more resilient
interregional integration.



3. Literature review: value chains, trade facilitation, and South-South cooperation

In recent years, the prospect of Africa and LAC establishing mutually beneficial trade and
production linkages has garnered increasing attention from international organizations and
development institutions (UNOSSC, 2025; UNOSSC & UNDP, 2025; WEF, 2025; ITC, 2020). This
perspective is underpinned by the natural complementarities existing between the two regions,
as both possess abundant agricultural land, significant mineral resources, and expanding domestic
markets. Additionally, both regions are characterized by youthful populations increasingly
connected through mobile telecommunications and host clusters of firms and sectors that, if
strategically integrated, could promote economic diversification and create employment
opportunities.

Despite these structural complementarities, value chains linking LAC and Africa remain limited,
especially when compared to their stronger intra-regional networks and traditional North-South
trade ties. Both regions still rely heavily on these established relationships (Kassa, Ndubuisi &
Owusu, 2024; Beaton et al. 2017), yet this dependence is becoming increasingly fragile amid rising
tariffs and growing geopolitical tensions (Mlilo, 2025). Two interrelated factors help explain this
gap. First, the business environment in many countries across both Africa and the LAC region
presents significant obstacles in building strong, stable supplier-buyer relationships and
developing intercontinental value chains. Key obstacles include the prevalence of non-tariff
barriers (NTBs) and other behind-the-border constraints—such as bureaucratic inefficiencies,
infrastructural deficiencies, and weak regulatory frameworks—which together increase the cost
and complexity of trade between the two regions. These frictions are compounded by limited
standards capacity, restricted access to finance, and a high incidence of informal firms, all of which
undermine the development of robust, sustained intercontinental value chains (World Bank, 2023;
ECLAG, 2020).

In addition, differences in regulatory frameworks—particularly concerning sanitary and
phytosanitary (SPS) requirements, product standards, and customs procedures—raise the
transactional costs of cross-regional trade and undermine trust between potential trading partners
(Wassie, Kornher & Zaki, 2025; Bhattacharya & Pienknagura, 2024).

4. Participation of LAC and Africa regions in Global Value Chains

The LAC region exhibits substantially higher participation in global value chains (GVCs) compared
with Africa. In value-added terms, it averages 26.4%, compared to only 2.7% in Africa (Tamno Tekam
& Keneck-Massil, 2025). LAC firms generally occupy upstream positions within GVCs, exporting
commodities or semi-processed inputs, with limited engagement in higher value-added segments,
except in countries such as Brazil and Chile, which possess stronger industrial bases (Cadestin et
al., 2016). Within Africa, industrial development varies significantly across subregions: North Africa
leads in manufacturing and industrial capacity, followed by Southern Africa, Central Africa, West
Africa, and East Africa (AfDB, 2022). UNCTAD’s Productive Capacities Index (PCl) places most
African economies—except for a few such as South Africa and Botswana—at the lower end of the
global scale. Since productive capacity is a key determinant of a country’s ability to build and
sustain value chains, this partly explains Africa’s limited GVC participation. In contrast, LAC
countries generally perform much better. The PCl also shows a strong positive correlation
between productive capacity and GDP per capita, underscoring that an economy’s ability to



generate goods and services fundamentally shapes its income levels and development potential
(see Figure 3).

Figure 3: Correlation between productive capacity and GDP per capita (data referred to 2021)
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The Economic Complexity Index (ECI) developed by Harvard University* (figure 4) further
highlights differences in the diversity and sophistication of productive capabilities embedded in
each country’s exports. African economies generally produce and export lower-complexity goods,
shown in red on the ECI map, representing raw commodities or low value-added products/ In
countries where the color fades toward blue, it indicates exports with increasing sophistication
and higher value addition, reflecting more technologically advanced products and greater
industrial diversification. Africa also has 32 Least Developed Countries (LDCs),> compared with only
one in LAC (Haiti), underscoring the continent’s limited industrial diversification. This contrast
points to potential complementarities: Africa’s resource endowments could align with LAC’s
stronger industrial and technological capacities to foster mutual value-chain development.

4 https://atlas.hks.harvard.edu/rankings
5 The updated list of Least Developed Countries is available at this link: https://unctad.org/topic/least-
developed-countries/list
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Figure 4: Country complexity ranking according to the Economic Complexity Index (2023)

Low Complexity High Complexity
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The UNCTAD-Eora GVC database® provides harmonized data on foreign value added (FVA),
domestic value added (DVA), and indirect value added (DVX) for 189 countries from 1990 to 2018.
While it does not explicitly map intercontinental value chains, these indicators offer a robust
framework for assessing countries’ integration in global production networks. Specifically:

e FVA reflects an economy’s reliance on imported intermediate goods and services
embodied in exports, highlighting backward linkages to global suppliers.

e DVAmeasures the domestic value created within a country’s exports, capturing the extent
of local production and value addition.

e DVX indicates the country’s participation in forward linkages, showing how domestic
outputs are embedded as intermediate inputs in exports from partner countries.

Together, these metrics offer a comprehensive perspective on both backward and forward
participation in global production networks, providing a foundation for assessing the potential for
intercontinental value-chain collaboration between the LAC and Africa regions. It is important,
however, to acknowledge a key limitation: major economic and trade disruptions occurred in
recent years—such as the COVID-19 pandemic, regional conflicts and geopolitical shifts— are not
fully reflected in the dataset.

6 https://worldmrio.com/unctadgvc/
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To analyze potential linkages and disparities between the regions, the study followed a systematic
methodology:

1. Country Selection: All nations classified under the LAC and African regions, according to
the precise aggregation criteria of the ITC TradeMap were included to ensure
comprehensive regional representation.

2. Indicator Extraction and aggregation: FVA, DVA, and DVX values were extracted from the
UNCTAD-Eora database for each country and aggregated at the regional level, enabling
high-level comparisons of GVC integration.

3. Sectoral Identification: Using trade and production patterns, sectors with high potential
for South-South cooperation were identified, particularly agro-processing, light
manufacturing and the beneficiation of minerals and metals. This aligns with a recent
assessment by the International Trade Centre (ITC), which identifies agribusiness/agro-
processing,” and light manufacturing as particularly promising areas for Africa-LAC
linkages. These sectors are indicated as those offering the best opportunities for joint
investment, technology transfer, and skills development, enabling both regions to diversify
exports and enhance local value addition (ITC, 2020).

Table 2 summarizes the aggregated performance of LAC and Africa across the three key GVC
participation indicators (FVA, DVA and DVX). The aggregated indicators reveal a marked
asymmetry in GVC participation between the two regions. LAC exhibits a higher share of DVA in
exports, reflecting stronger local production capacity and more advanced industrialization in
sectors such as agro-processing, light manufacturing, and consumer goods. In contrast, Africa
shows a greater reliance on FVA, highlighting significant dependence on imported intermediates,
particularly in extractive industries and low- to medium-scale manufacturing. Forward
participation (DVX) remains relatively limited in both regions, although pockets of higher DVX—
such asin Brazil and Chile for LAC, and South Africa, Nigeria, Algeria, and Kenya for Africa—indicate
potential anchor points for inter-regional collaboration. These anchor points represent countries
that could act as hubs, linking LAC and Africa within global value chains. Overall, these patterns
highlight clear opportunities for complementary South-South value chains, where LAC’s industrial
expertise and domestic production capabilities can be combined with Africa’s raw material base
and expanding regional markets to promote mutually beneficial trade integration.

Table 2: FVA, DVA and DVX comparison among LAC and Africa

Indicator | Description LAC Africa Interpretation

Foreign Share of total Moderate— Relatively LAC shows stronger

Value merchandise High (~ 25%- Low (~15% | integration in GVCs,

Added exports composed | 35% of 25% of particularly in agriculture,

(FVA) of imported inputs | exports)* exports) mining, and light
(backward GVC manufacturing, reflecting
participation) higher reliance on imported

7 Agrobusiness refers to the entire commercial sector encompassing all activities related to farming and food
production, from input supply to final sale, while agro-processing is the industrial activity that transforms raw
agricultural materials into finished or intermediate food and non-food products.
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inputs. Africa’s lower FVA
indicates limited integration
into global supply chains
and simpler production
structures.

Domestic
Value
Added
(DVA)

Share of
merchandise
exports’ value
created
domestically (net
contribution to
GDP)

High (~ 65%-
75% of
exports)**

High (~ 75%-
85% of
exports)

LAC countries exhibit
higher domestic industrial
capabilities and substantial
value addition capabilities.
LAC firms can utilize their
superior backward
integration (using imported
inputs from Africa) to
process and upgrade
Africa's raw commodities
(e.g., Brazilian agri-tech
applied to African crops). In
Africa, the higher DVA
compared to LAC masks a
concentration in

the extraction and export
of primary

commodities (e.g., raw
materials, minerals) with
minimal downstream
processing, indicating
challenges in industrial
diversification.

Indirect
Value
Added
(DVX)

Share of domestic
value added
embodied in
exports of foreign
partners (forward
GVC participation)

Moderate—
High (~ 25%-
35% of exports
of DVA)***

Limited

(~ 15%-25% of
exports
DVA)

LAC actively contributes to
GVCs by exporting
intermediate goods that are
processed further abroad,
successfully linking
domestic production to
subsequent stages in global
chains. Africa’s limited DVX
reflects significant
infrastructural and
institutional constraints
that limit its participation in
the production of
intermediate goods and
broader global value chains.
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*The ~ 25%-35% range means that for every $100 worth of goods exported by the LAC region,
approximately $25 to $35 represents the cost of raw materials, components, parts, or services (like
logistics, engineering, or finance) that were imported from abroad to produce those final exported
goods.

** The ~ 65%-75% range means that for every $100 worth of goods exported by the LAC region, $65 to
$75 represents the actual value generated within the exporting country, including wages, profits,
domestic raw materials, and services (like logistics, finance, and marketing) provided by domestic
firms.

*** The ~ 25%-35% of exports of DVA range means that for every $100 of domestic value added in
LAC exports, roughly $25-$35 is used by other countries as intermediate inputs for their own exports.

The above comparison highlights structural differences and complementary strengths that can
underpin South-South value chains between Africa and LAC:

e Resource and Industrial Complementarity: LAC’s established industrial and agro-
processing capacities, including light manufacturing sectors such as textiles, food
processing, and basic consumer goods, represent a clear complement to Africa’s abundant
and diverse natural resources. This combination suggests immediate, high-potential
opportunities for joint ventures that could transform African commodities using LAC’s
technological know-how, fostering value addition, skills transfer, and broader South-
South economic integration (ITC, 2020; UNIDO, 2022).

e Strategic Infrastructure Development: Both regions face significant deficits in transport,
logistics, and digital platforms. Coordinated investment in hard (ports, roads, railways) and
soft (trade facilitation, digital platforms) infrastructure is critical to lowering trade costs
and improving operational efficiency.

e Policy and Regulatory Alignment: Reducing non-tariff barriers and harmonizing customs
procedures will facilitate cross-regional production linkages, enabling smoother flows of
capital, goods, and services.

Overall, while direct value-chain linkages between LAC and Africa remain limited, the evidence
points to substantial untapped potential. By leveraging complementary resource bases, industrial
capabilities, and emerging digital infrastructure, the two regions can develop mutually beneficial
South-South value chains. Strategic areas for intervention include:

e Economic Diversification: Focus on higher value-added sectors such as renewable energy,
digital services, and sustainable agro-industries.

¢ Human Capital Investment: Strengthen workforce skills through education and training to
support more complex and knowledge-intensive GVC participation.

o Deepened Regional Cooperation: Prioritize integration within sub-regions to create larger,
more attractive markets for investment, which is essential for sustainable GVC
participation.

14



5. Comparative business-environment analysis

To identify priority sectors for South-South value chains between LAC and Africa, it is essential
first to examine the structural similarities and key differences between the two regions that shape

business operations. Understanding these convergence points and divergences provides a
foundation for designing targeted interventions that can enhance intercontinental trade and
value-chain integration.

5.1 Convergence points

Despite geographic and economic differences, LAC and African countries share several enabling
conditions that provide opportunities for cross-regional cooperation:

Primary-sector predominance: As shown in Table 1, exports in both regions remain
dominated by agriculture and extractive industries. This common structure presents
opportunities not only for trade in primary goods but also for mid-stream processed
products, creating a natural basis for value-chain integration.

Significant levels of informality: Large shares of employment and micro-enterprise activity
operate outside formal tax and regulatory systems. While this presents challenges, it also
offers avenues for policy learning and collaboration. Both regions can jointly develop
digital platforms or regulatory sandboxes® to formalize and scale micro-enterprises, using
low-cost, low-friction methods tailored to local contexts.

Rising digital adoption: Mobile money, fintech solutions, and business-service platforms
are increasingly used in both regions (Azevedo et al., 2025; Osabutey & Jackson, 2024).
These technologies facilitate e-commerce, cross-border financial transfers, and digital
service trade, reducing transaction costs associated with traditional banking and logistics
while enabling faster business-to -business connections between firms in Africa and LAC.

Growing maritime hubs: Both regions host strategic maritime hubs that are expanding in
trade volumes and global connectivity. In Africa, notable examples include Port Said
(Egypt), Tangier-Med (Morocco), and Dakar (Senegal), while in LAC, the ports of Posorja
(Ecuador) and Buenaventura (Colombia) stand out (World Bank, 2025). These hubs benefit
from relatively strong governance, regulatory capacity, and modern infrastructure,
allowing them to handle increasing trade flows and attract sustained investment.
Strengthening connections among these ports could facilitate the creation of “secure
corridors” for the exchange of goods between the two regions, thereby reducing logistical
risks and lowering transport costs. By leveraging existing institutional and infrastructural
strengths, this hub-based strategy can serve as a catalyst for broader South-South trade

8 A regulatory sandbox is a controlled environment where new policies, digital platforms, or business models
can be tested on a limited scale under temporarily relaxed regulatory conditions. In the context of South—South
trade between LAC and Africa, regulatory sandboxes can be designed to support the formalization and growth
of micro-enterprises, allowing them to experiment with cross-border transactions, digital payment systems, or
trade-compliance processes in a low-risk setting. By providing regulatory flexibility, close oversight, and risk-
mitigation measures, such sandboxes enable both regions to pilot innovative solutions, gather evidence on their
effectiveness, and scale successful approaches to strengthen inter-regional value chains while protecting market
integrity and participants.
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and investment integration, providing a foundation for sustainable, scalable, and mutually
beneficial economic partnerships between Africa and LAC.

5.2 Divergences: friction points that matter

Geography and logistics represent the most significant sources of divergence between Africa and
LAC. Many LAC economies—particularly those along the Pacific coast (Chile, Peru, Mexico) or with
direct Atlantic access (Brazil, Argentina)—benefit from comparatively advanced port
infrastructure and more direct connections to major markets in North America, Europe, and East
Asia (Miller & Hyodo, 2022). This advantage facilitates both the importation of foreign inputs and
the efficient export of primary and processed goods, strengthening the region’s integration into
global value chains. In contrast, Africa faces greater geographic and infrastructural constraints.
The continent’s vast size,? coupled with the presence of 16 landlocked countries, results in higher
transport and trade costs. Overland distances to the nearest ports often span multiple borders,
substantially increasing transit times and logistical expenses. Moreover, the lack of integrated
multimodal transport networks—particularly weak interconnections between roads, railways, and
inland waterways—forces most goods to rely on high-cost, single-mode road transport, limiting
the efficient movement of intermediate products essential for participation in GVCs (Mageto &
Luke, 2024). Chronic port congestion, operational inefficiencies, and customs bottlenecks in major
gateways such as Lagos, Mombasa, and Dar es Salaam further exacerbate trade costs and
undermine supply chain reliability."

Manufacturing capacity represents another structural divergence. LAC maintains a relatively dense
network of medium-sized industrial firms, particularly in automotive components, agro-
processing, and consumer goods, which can serve as anchor firms" in regional or intercontinental
value chains. In contrast, most African economies remain at an earlier stage of industrialization.
Light manufacturing clusters are emerging in countries such as Ethiopia, Kenya, and Ghana, but
these clusters have limited scale and sectoral diversification to sustain broad cross-regional value-
chain integration (Dinh, 2023).

In Africa, multiple sub-regional initiatives exist, but continental integration is primarily driven by
the African Continental Free Trade Area (AfCFTA), a continent-wide agreement designed to
establish a single market for goods and services. Implementation, however, remains uneven across
member states due to differences in political systems, levels of economic development, and
linguistic and cultural diversity (Fon, Getachew & Mol, 2025). This uneven implementation can limit
the potential benefits of AfCFTA, as trade and investment flows are concentrated in the better-
integrated regional economic communities (RECs), while firms in less-integrated RECs may face
barriers to participating fully in intercontinental value chains. In contrast, LAC’s integration

® The territorial extension of Africa is approximately 30.37 million square kilometers, while the combined land
area of the LAC region is approximately 20.52 million square kilometers.

10 See: Lagos Ports modernisation: The time is now!, The Guardian, 7 August 2025
(https://guardian.ng/opinion/columnists/lagos-ports-modernisation-the-time-is-now); People Daily, Why
Mombasa Port faces congestion challenges, 29th September, 2025 (https://peopledaily.digital/business/why-
mombasa-port-faces-congestion-challenges), and Chadenyile & Kassembe (2025).

1 Anchor firms are companies that act as central hubs within a value chain, providing reliability, coordination,
and demand for suppliers while often driving technology transfer, setting industry standards, and facilitating
market access for smaller firms in their network.
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landscape is dominated by two major subregional blocs—MERCOSUR™ and the Pacific Alliance®—
which vary in institutional depth, tariff harmonization, and overall trade policy coherence. The lack
of a single, continent-wide framework comparable to the AfCFTA complicates coordination of
intercontinental trade and value chain initiatives with Africa, often necessitating multiple bilateral
or trilateral arrangements to achieve similar levels of market integration.

Given these structural differences, Africa—LAC value-chain cooperation can be best approached
through a corridor-focused strategy. Rather than aiming for continent-to-continent integration via
new trade agreements, this pragmatic, incremental approach leverages existing logistical and
industrial “pockets of capacity”. By concentrating efforts on strategic port hubs and reliable
maritime corridors, it can lower transport costs, enhance supply chain efficiency, and facilitate the
movement of intermediate goods between the two regions. In its initial phase, the strategy should
prioritize corridors or country pairs where one side offers advanced processing or service
capabilities and the other provides raw materials or competitive labor. Over time, these targeted
corridors can act as anchors for broader South-South economic linkages, enabling a gradual and
sustainable expansion of trade networks and value-chain integration.

6. Sectoral analysis: where complementarities are strongest

The following sectors emerge from the comparative analysis as priorities for piloting South-South
value chains between Africa and LAC. Each sector is evaluated in terms of complementarities,
cooperation modalities, and principal constraints.

6.1 Agri-food and agro-processing

Agriculture offers the most immediate complementarities between the two regions. LAC’s
advanced agro-processing and cold-chain expertise (notably in Chile, Brazil, and Peru) can
complement Africa’s raw-material endowments and expanding consumer markets. Seasonal
complementarities also allow coordinated production calendars to ensure year-round supply of
agricultural and horticultural produce for third markets.

Key constraints include divergences in sanitary and phytosanitary (SPS) standards, product
perishability requiring cold chains, and high transaction costs associated with long-distance
shipping. To address these critical constraints, strategic interventions should focus on three areas:

a) Regulatory Alignment: Establish mutual recognition pilots for laboratory testing and
certification to reduce duplicative inspections.

2 MERCOSUR is a regional trade bloc in South America, founded in 1991 by the Treaty of Asuncion. Its
original full members are Argentina, Brazil, Paraguay, and Uruguay. Currently, Bolivia is the newest full
member, having completed its accession on July 5, 2024; it now has a four-year period to fully incorporate the
bloc's legal and institutional framework into its national laws. In contrast, Venezuela, which joined in 2012, was
suspended in December 1, 2016. This suspension was imposed due to institutional shortcomings, particularly
concerns about democratic governance and a failure to adopt key economic and regulatory obligations required
by the bloc.

13 The Pacific Alliance is a Latin American regional integration initiative launched in 2011, comprising Chile,
Colombia, Mexico, and Peru. Its primary goal is to deepen economic integration, enhance trade liberalization,
and foster cooperation in areas such as investment, innovation, and mobility of people and services. Unlike
MERCOSUR, the Pacific Alliance is oriented toward pro-market policies, streamlined trade procedures, and
stronger engagement with the Asia-Pacific region, making it a hub for extra-regional trade and investment.
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b) Infrastructure Investment: Mobilize blended finance to support the development of
shared cold-chain infrastructure near ports and implement efficient hub-and-spoke
logistics models.

¢) Quality and Traceability: Promote contract farming and farmer-organization models to
enhance product quality and traceability, ensuring compliance with international
standards.

The initial strategy should prioritize an early focus on processed products—such as oils, canned
fruit, and dried goods—, as this approach is likely to yield faster developmental gains. This focus is
strategically advantageous because processed products are less perishable and more durable,
inherently helping to mitigate high transaction costs, long transit times, and logistics inefficiencies
across trans-oceanic shipping routes. Crucially, this shift moves trade beyond simple commodity
exchange towards value-added industrial activity, which is key to generating greater economic and
developmental returns for both regions.

6.2 ICT, digital services and business process outsourcing

Digital services are less constrained by the high transport costs that affect physical trade. This gives
Africa and the LAC region a unique opportunity to deepen collaboration in the digital economy.
Software clusters and fintech innovators in the LAC region could partner with Africa’s network of
tech hubs and multilingual, cost-competitive talent pools to co-develop applications, deliver back-
office services, and establish joint innovation accelerators.

Digital trade can also build on the expanding mobile-money ecosystems across both continents,
which already facilitate seamless electronic payments. In Africa, platforms such as M-Pesa, Wave,
and Orange Money have transformed financial inclusion, while in the LAC region, fintech leaders
like Nubank, Mercado Pago, and Yape are reshaping digital banking and consumer finance
(Aguilera, 2023). Establishing interoperability between these regional payment systems could
significantly reduce transaction and currency-conversion costs, which currently hinder cross-
regional trade

Emerging technologies such as blockchain offer further potential to strengthen trust,
transparency, and traceability in cross-continental transactions. Meanwhile, digital trade platforms
can help small and medium-sized enterprises (SMEs) overcome information barriers and identify
opportunities in distant markets. By aligning digital trade protocols, standards, and payment
systems, the two regions could effectively leapfrog physical infrastructure gaps, creating virtual
trade corridors that complement developing maritime and air links.

However, important challenges remain, including divergent data-protection regimes and uneven
broadband connectivity. Addressing these issues will require bilateral and interregional digital-
trade frameworks that harmonize data-protection standards, mutual recognition of digital and
professional qualifications, and targeted investment in broadband corridors linking major
technology clusters.
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6.3 Textiles and apparel (niche and value-added segments)

Direct competition with Asian apparel suppliers in the textile and apparel sector is challenging due
to the greater economies of scale that allow Asian producers to achieve lower unit costs, invest
heavily in automation and technology, and rapidly respond to global demand fluctuations, giving
them a significant cost and efficiency advantage over smaller African and LAC firms. However,
niche markets—such as sustainable, artisanal, or high-value fashion—offer opportunities for
collaboration. Africa’s cotton and fiber production can supply LAC’s processors, while LAC’s fabric-
processing capacity can serve African garment manufacturers targeting premium markets. Joint
branding emphasizing sustainability, traceability, and South-South identity can create market
differentiation.

Key constraints in the sector include limited production scale, the need to comply with
international labor and environmental standards, and ensuring full product traceability. To address
these challenges, pilot initiatives should focus on vertically integrated clusters that link cotton or
fiber production with processing and garment assembly. Initial efforts should concentrate on one
or two target export markets, allowing firms to build capacity, ensure quality compliance, and
establish reliable supply chains before scaling operations more broadly.

6.4 Renewable energy technologies and green goods

Both regions have abundant renewable resource potential and growing domestic demand for
green technologies. LAC experience in bioenergy, distributed solar, and mini-grid deployment
offers technology and business models that can be transferred to African markets. Conversely,
African abundance of critical minerals (e.g., cobalt) can support LAC firms focusing on battery,
electric vehicles and green-goods value chains.

Key enablers include technology transfer agreements, blended finance for off-grid electrification,
and preferential procurement for pilot projects. Constraints are principally finance (the need for
long-term capital), local content policies that may raise costs, and regulatory volatility.

6.5 Pharmaceuticals and medical inputs

Local production of essential medicines is an explicit policy priority in both regions. The LAC region
hosts several generics manufacturers with World Health Organization (WHO)-prequalified
facilities, while African countries are expanding local pharmaceutical capacity to reduce import
dependence (UNIDO, 2022). Africa-LAC collaboration can include co-production, contract
manufacturing, and pooled procurement, contingent upon regulatory harmonization and
compliance with Good Manufacturing Practices (GMP). Mutual recognition of GMP standards and
capacity building programs in quality control are essential for success.

6.6 Logistics, transport and trade-facilitation services (cross-cutting)

The logistics sector is an enabling factor for the development of Africa-LAC South-South value
chains, particularly those involving processed and manufactured goods. Freight consolidation
services, shared shipping alliances, and digital booking platforms for booking and reserve space
on maritime vessels or air cargo planes can reduce the unit cost of intercontinental shipments and
make niche manufacturing or processed goods economically viable.
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7. Regulatory comparison: where rules help or hinder

Regulatory divergence remains a significant obstacle to the integration of value chains between
Africa and LAC. Four dimensions are particularly critical.

7.1 SPS and technical standards

SPS measures represent the single most critical barrier to the cross-regional movement of raw and
intermediate agri-food products. The challenge originates from an asymmetry in regulatory
capacity:

d) LAC exporters typically adhere to the stringent SPS standards required by major markets
such as the European Union and the United States. Over several decades, continuous
exposure to these demanding regulatory frameworks has compelled governments and the
private sector to invest heavily in modern testing laboratories, certification bodies, and
quality-control systems, thereby enhancing the overall competitiveness and reliability of
LAC’s agricultural and food exports (Mowatt, 2017).

e) African exporters, in contrast, frequently face capacity constraints in their national testing
laboratories, certification bodies, and quarantine systems, hindering their ability to
consistently meet demanding international standards (Kareem et al., 2023).

To overcome this regulatory divergence and facilitate Africa-LAC trade, it is necessary to establish
mutual recognition of laboratories and harmonizing testing protocols as a crucial step toward
directly reducing duplicative inspections and accelerating trade flows. Where immediate
regulatory equivalence cannot be established due to persistent capacity gaps, reliance on third-
party certification or internationally accredited testing can serve as an interim solution to ensure
product safety and quality across the value chain.

7.2 Customs procedures, documentation and trade facilitation

Customs inefficiencies, which impose substantial costs and delays, manifest in distinct yet
complementary ways across the two regions. Africa generally contends with major systemicissues,
including poor hinterland connectivity, fragmented documentation (with significant country-by-
country divergence), and slow cross-border data exchange. In contrast, LAC, still struggles with
the burden of multiple overlapping regulatory agencies and domestic bureaucracy (Bhattacharya
& Pienknagura, 2024). However, the region also hosts pockets of high efficiency, notably the
Pacific Alliance bloc members, whose Single Window systems have, in some cases, achieved an
advanced level of interoperability (Mejia-Rivas & Maday, 2019). This allows for the seamless
electronic communication and exchange of essential trade documents (such as certificates of
origin and phytosanitary certificates).

Addressing this customs friction requires a strategic focus on digital integration and collaborative
programs to reduce transaction times. This is specifically aimed at: (i) adopting harmonized digital
customs messaging standards across the regions; (ii) integrating respective trusted-trader
programs (e.g., mutual recognition of Authorized Economic Operator/AEO programs); (iii) piloting
the deployment of port-to-port electronic data exchange solutions between specific African and
LAC ports to directly reduce administrative delays and improve shipment predictability.
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7.3 Digital trade and data governance

Digital trade regulations vary. LAC has made progress in fintech and e-commerce regulation
(Azevedo et al., 2025), while Africa has leapfrogged in mobile payments, but lacks regionally
consistent frameworks (Lemma, Mendez-Parra & Naliaka, 2022). Aligning basic data-protection
principles, e-signatures regulations, and mutual recognition of cloud-hosting standards are
essential for cross-regional digital services.

7-4 Regulatory quality and investment regimes

Investment frameworks—tax incentives, foreign-investment rules, and local-content
requirements—affect the feasibility of joint ventures. LAC generally provides more predictable
investment regimes, while in Africa there is a high variance in policy environments and investment
regimes across the 54 African countries (UNCTAD, 2023). For the purpose of advancing Africa—LAC
value chains, the optimal policy framework should strategically integrate targeted financial
incentives forjoint investments with transparent and time-bound regulatory provisions concerning
local-content requirements and technology-transfer mechanisms.

7-4.1. Free Trade Zones Opportunities

Free Trade Zones (FTZs) represent a significant, yet underutilized, mechanism to strengthen
economic ties between Africa and LAC. The Dominican Republic provides a compelling example,
being the largest recipient of foreign direct investment (FDI) in the Caribbean (UNCTAD, 2023). Its
globally recognized network of 93 free zone industrial parks, hosting over 843 companies, offers
competitive tax incentives and is supported by extensive logistics infrastructure. * This
comprehensive ecosystem illustrates how a well-designed FTZ regime can transform a developing
economy into a manufacturing and services hub, leveraging both a robust talent pipeline of 5.5
million workers and targeted workforce development programs tailored to specialized skills.

Other noteworthy LAC examples include Colombia, where over 120 FTZs have drawn diverse
investments and fostered regional development beyond major urban centers (Bernier, 2022), and
Uruguay, whose zones—such as Zonamerica—have established the country as a regional services
hub through targeted regulatory frameworks and advanced technology infrastructure (Saturno,
2025).

From an African perspective, these LAC models offer valuable lessons as the continent is rapidly
expanding its own special economic zones (SEZs). Zones such as Morocco’s Tanger Med, Egypt’s
Suez Canal Economic Zone, and Kenya’s Special Economic Zones demonstrate growing African
expertise in FTZs/SEZs management. Emerging zones in Ethiopia, Ghana, and Rwanda show
particular promise for cross-regional learning.

The strategic opportunity lies in creating “twinned” or partner zones across the Atlantic, offering
complementary incentives and streamlined procedures specifically for Africa-LAC trade and
investment. For instance, a manufacturing operation in Tangier could benefit from expedited
customs procedures and preferential treatment when shipping semi-finished products to
Dominican FTZs for final assembly or regional distribution. Similarly, LAC’s experience—

14 For statistical data on the distribution of enterprises in the Free Trade Zones in the Dominican Republic, see
the National Council of Export Free Zones (Consejo Nacional de Zonas Francas de Exportacién):
https://cnzfe.gob.do/datos-estadisticos
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particularly in Colombia—of transforming zones from pure manufacturing-focused facilities into
service and technology hubs provides valuable lessons for African zones seeking similar evolution.
By aligning documentation protocols and compliance mechanisms (e.g., inspections, certifications,
and regulatory checks to ensure standards are met) across selected African and LAC FTZs/SEZs, it
would also be possible to establish protected regulatory corridors. These corridors could
circumvent much of the complexity inherent in broader fragmented trade systems, effectively
creating microenvironments of deeper interregional integration.

8. Risks: illicit trade, and inclusion

Two risks are especially critical for the successful development, integrity, and sustainability of LAC-
Africa South-South value chains. Smuggling and illicit trade actively undermine the formalization
and reputation of nascent value chains, eroding legitimate profits and discouraging investment.
To effectively mitigate this risk, a strategic combination of enforcement and digital tools is
necessary. Specifically, policy responses must focus on customs cooperation, advanced risk
profiling, and the implementation of traceability tools to monitor and secure cross-regional flows.
The second major risk is the exclusion of informal economic actors—such as smallholder farmers,
local transporters, and street vendors—who constitute a significant portion of both the African
and LAC economies. If intercontinental value chains (such as agro-processing), are designed to
exclusively benefit large formal corporations, the outcome risks triggering political backlash,
exacerbating social inequality, and causing the loss of livelihoods for large swaths of the
population in both regions. Successful models for mitigation combine trade facilitation with
phased formalization incentives. This includes measures like: (i) Increase access to microfinance
and credit; (ii) targeted business training and (iii) implementing simplified trade regimes®
(Desiderio, 2025). These incentives are designed to ensure that small actors are integrated into the
value chain rather than being displaced

9. Policy recommendations and an implementation roadmap

In order to foster economic cooperation between LAC and Africa a phased, corridor-based
approach focused on actionable interventions should be pursued. Rather than attempting large
and complex initiatives, it is advisable to start with small, targeted, and measurable projects that
leverage existing strengths in both regions. Specifically:

1. Strategic Pilots: Targeted public—private pilot initiatives should link African and LAC
partners in sectors where complementarities are strongest. For instance, in goods-based
value chains, processed oil exports from Brazil to West Africa could be expanded to include
final packaging, labeling, marketing, and distribution in the destination market. Brazil’s
advanced agricultural and industrial base—particularly in soybean and vegetable oil
processing—can be matched with West Africa’s rapidly growing consumer market and its
strategic access to maritime routes serving extra-continental markets, notably Europe. In
the services sector, digital accelerators connecting Mexican or Brazilian fintech firms with
Kenyan and Nigerian technology hubs represent another promising pilot model. Such

15 The Simplified Trade Regime (STR) is a trade facilitation tool designed to enable cross-border traders to
benefit from the exemption of customs duties and simplified documentation for specified goods whose value
falls below a pre-determined value threshold.
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accelerators—programs providing funding, mentorship, and business development
support—can leverage LAC’s regulatory maturity and financial technology expertise
alongside Africa’s high mobile-money penetration, tech-savvy youth population, and
dynamic innovation ecosystems. This collaboration could foster the co-development of
scalable, cross-regional digital solutions. Overall, these pilot initiatives would serve as
controlled environments to test the logistical, legal, and commercial viability of Africa-LAC
value chains before committing substantial capital. Structuring them as public—private
initiative ensures shared ownership: the private sector contributes investment and
technical expertise, while the public sector provides the necessary policy coordination,
regulatory alignment, and institutional support.

Standards and Regulatory Alignment: Advancing Africa-LAC trade and value chain
integration requires the gradual alignment of regulatory and quality standards through
Mutual Recognition Agreements (MRAs) on SPS and TBT compliance. Such agreements
would enable products certified in one jurisdiction to be accepted in another, thereby
reducing duplicative testing, lowering transaction costs, and accelerating customs
clearance. Complementary joint capacity-building programs for customs, health, and
standards agencies would enhance mutual understanding of regulatory frameworks and
promote institutional trust, ensuring consistent enforcement and minimizing procedural
delays. In cases where domestic regulatory capacity remains limited, the adoption of third-
party certification mechanisms—using internationally accredited laboratories or
specialized private auditors—can serve as an interim measure to guarantee conformity and
maintain trade reliability.

Trade Facilitation and Logistics: Invest strategically in corridor logistics, freight
consolidation systems, and interoperable Single-Window/Port Community Systems (PCS)'*
platforms to streamline cross-regional trade processes and improve supply chain
efficiency. Freight consolidation—pooling multiple smaller shipments from different
exporters into a single container or vehicle—plays a crucial role for Micro, Small, and
Medium Enterprises (MSMEs) by significantly reducing per-unit transport costs and making
the export of niche, low-volume products economically viable. Equally important is the
digital integration of Single-Window/PCS systems between African and LAC countries,
particularly at major ports of departure and arrival. Interoperability between these systems
would enable automated exchange of trade- and transport-related documents thereby
minimizing delays, enhancing transparency, reducing paperwork and transaction costs,
and accelerates clearance processes, ultimately improving the competitiveness of
intercontinental logistics chains.

Finance and Firm Capacity Building: Deploy blended-finance instruments to support both
infrastructure development and private-sector ventures, complemented by targeted SME
capacity-building in areas such as regulatory compliance, product development, and digital

16 A Port Community System is a digital platform that enables efficient and secure exchange of information

among all public and private stakeholders involved in port operations. It acts as a neutral, shared electronic hub

that connects entities such as shipping lines and agents, port authorities and terminal operators, customs and

border agencies, freight forwarders, transporters, and logistics companies, importers and exporters. By

integrating their data and processes into a single digital environment, a PCS allows real-time coordination of

cargo handling, customs clearance, vessel calls, and hinterland transport movements
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skills. This risk-sharing approach strategically combines diverse sources of capital—public
or concessional financing from development banks and private investment from
commercial lenders or equity partners. In this structure, public funds operate as a
guarantee or first-loss layer, mitigating perceived risks in unfamiliar cross-regional markets
and thereby crowding in private investment. Such financial structuring not only enhances
project bankability but also ensures that small and medium-sized enterprises can
effectively participate in and benefit from emerging Africa—LAC value chains.

Inclusion and Anti-lllicit Trade: Combine enforcement with incentives, integrating informal
actors into formal value chains while curbing smuggling and non-compliance through
customs cooperation, advanced risk profiling, and the implementation of traceability tools
to monitor and secure cross-regional flows.

Monitoring and Scaling: An adaptive Monitoring and Evaluation (M&E) framework is
essential to ensure evidence-based assessment of pilot initiatives and inform their
potential replication. Such frameworks should establish a clear set of performance metrics,
including quantifiable indicators such as the percentage increase in trade volume,
reduction in transaction or clearance times, number of participating SMEs, and
improvements in compliance rates or logistics performance. Continuous monitoring
enables timely identification of implementation challenges and supports iterative policy
adjustment. Successful pilots can subsequently be scaled and institutionalized through
formal mechanisms, including bilateral trade or cooperation agreements between
participating African and LAC partners. Embedding these agreements within broader
regional or continental integration frameworks—such as the AfCFTA or the Pacific
Alliance—would enhance policy coherence, promote regulatory convergence, and ensure
long-term sustainability. This phased approach allows pilot models to evolve into durable,
rule-based instruments of South-South economic integration.
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10. Conclusion

Despite persistent structural asymmetries and a concentration of existing trade in primary
commodities, substantial, untapped potential exists for mutually beneficial South-South
cooperation between Africa and LAC. LAC’s core strengths—advanced agro-processing, medium-
scale manufacturing, and superior backward GVC integration—complement Africa’s abundant
natural resources, expanding consumer markets, and competitive labor pool.

However, realizing this potential requires overcoming critical, interconnected friction points: the
high cost and low reliability of multi-leg maritime logistics, the significant regulatory divergence in
SPS/TBT standards, and the dual risk of illicit trade and social exclusion of informal economic
actors.

To convert these structural complementarities into durable, integrated value chains, the most
effective approach is a phased, corridor-based implementation roadmap. This strategy must
prioritize:

e Strategic Pilots: Launching targeted public-private initiatives to test commercial viability
and logistics across diverse markets. These could include: linking Brazilian and Mexican
agro-processing capabilities with West and North African distribution networks;
connecting Colombian pharmaceutical production with healthcare delivery systems in East
Africa; coordinating Mexico’s automotive components manufacturing with South African
assembly plants to create integrated production chains; or integrating LAC FinTech
innovations (from hubs in Mexico, Brazil, and Uruguay) with African mobile payment
ecosystems in Kenya, Nigeria, and Rwanda to facilitate cross-continental digital commerce.

¢ Regulatory Alignment: Implementing Mutual Recognition Agreements and joint capacity-
building to create regulatory trust and streamline trade through Single-Window
interoperability.

¢ Inclusive Financing: Deploying blended-finance instruments to de-risk essential hard and
soft infrastructure investments, alongside targeted SME capacity-building to foster
compliance and digital skills.

¢ Inclusion and Integrity: integrating informal actors into formal value chains while curbing
smuggling and non-compliance through customs cooperation, advanced risk profiling, and
the implementation of traceability tools to monitor and secure cross-regional flows.

e Knowledge Exchange Platforms: Establishing permanent sectoral working groups
composed of industry leaders, regulators, and academic institutions from both regions to
facilitate continuous learning, innovation sharing, and problem-solving across priority
value chains.

By moving away from traditional trade agreements toward pragmatic, actionable, and measurable
interventions focused on these strategic corridors, Africa and LAC can build resilient, integrated,
and inclusive South-South supply chains, thereby diversifying their economic partnerships and
enhancing their collective position within the evolving global economy.
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