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Abstract
Heckscher- Ohlin's theory postulates that developing counties have scarce capital for investments and gain from international trade. Trade integration is therefore perceived as a channel to inject capital into the least developed countries in Africa. Africa's high population growth rate provides a wider resource market whose efficiency is vastly unexploited due to protectionism, excess government interference, and capital flight. Underdeveloped markets fail to organize the few resources for optimal production in the economy (Crinò & Ogliari, 2017).
Trade liberalization since the 19th century has opened interior Africa for commercial activities but not to the full effect. On average, there are about thirty bilateral trade agreements in the region, with almost every country being a member. Since the Organization of African Nations in 1963, the continent embarked on opening up their economies for regional trade. The Continental Free Trade Agreement of 2015 was adopted to harmonize trade among Common Market for East and Southern Africa (COMESA), the East African Community (EAC), and the Southern Africa Development Community (SADC).
Paul and Benito (2018), intra-regional trade accounts for 12% of the trade from Africa, with the largest trade partner being China (19%) and the European Union (15%). Unlike in Oceania, Africa contributes about 3% of the world trade share despite 15% of the world population residing in the continent. Political instability, poor savings culture, and low capital formation in Africa have eroded the prospective gain from trade liberalization.



Background of the Study
Trade literature suggests a strong correlation between financial market development and its contribution to international trade. Australia has a developed financial market that organizes and channels financial resources in export promotion. On the contrary, African countries consume more than they produce (Donou-Adonsou & Lim, 2018). Since national savings are low, capital goods for investments tend to be expensive, necessitating overreliance on international trade to bridge the gap between domestic demand and domestic supply. While the world trade price is generally low, domestic producers are adversely affected.
The World Trade Organization primarily prohibits discrimination between nations and against countries that were dominant characteristics in countries' protectionist policies precipitating the Great depression. Prohibitive trade costs hinder capital's incentive to flow across the borders into areas with a higher rate of return. The development of WTO and other bilateral and multilateral trade agreements has become increasingly crucial in trade liberalization (Mansfield & Milner, 2012). However, these trade policies' efficiency has not materialized in Africa due to the issues mentioned above.
In this paper, the researcher explores the causal and effects of trade liberalization with a particular interest in the Australia- Africa trade. From the point of view of countries with scarce capital resources, trade and capital mobility are substituted due to trade integration and factor price equalization. According to the O-H theorem, comparative advantage is the fundamental reason for countries to participate in trade. Country A produces only the good that it has a low opportunity cost in production and trades with country B. Comparative advantage has been viewed as the basis of trade, division of labor, and specialization.
Literature Review.
Adam Smith, Wealth of Nations (1778), the strength of a nation is measured both intrinsic value accumulation of gold, silver, and other stock of precious metals and the material wellbeing of the society. Smith identifies that division of labor and specialization in a capitalist society results in surplus production, net addition to society's stock of capital goods through investments. He supposes that mobilization of national savings would increase the level of planned investment driven by individual self-interest to achieve higher productivity and output. Moreover, a country produces the goods and services that have a higher absolute advantage dividing the countries between capital abundant versus labor abundant.
Modern trade follows the Mercantilist ideologies where goods move from abundance areas to countries with rare endowments. International trade accounts for net exports and foreign capital flow. Exports net of imports is recorded in the current accounts, while foreign capital inflows are recorded in the capital account. Deterioration in the current account has been evident in several African countries following global economic shocks on the underdeveloped markets accelerated by lack of political goodwill (Schuknecht, 1990).  
Foreign Direct investments and foreign portfolio investments from Australia have significantly increased in the last three decades, paving the way for economic liberalization and sustainability of major African economies such as Nigeria and South Africa. However, heterogeneity in financial dependence is perceived by economists as a setback towards efficiency in goods traded in the world market as well as physical mobility of capital.
Lucas (1990) supposes that international investments flow mainly between rich countries purely because they have higher price levels of capital goods relative to developing countries alongside having higher marginal productivity of labor. The Lucas paradox has come under severe criticism from mainstream economic analysts in a century that has seen China's trade and capital flows in Africa grow unabatedly. While several empirical studies have discarded the paradox, it is essential to interrogate the challenges and opportunities that trade between Australia and Africa presents. 
Financial frictions and trade integration substantially influences the location of the desired level of physical capital. In cases where trade frictions are significant, physical capital (Harris & Raviv, 1992) has the incentive to move from financially underdeveloped countries to financially developed countries, adversely affecting trade participation. Global imbalances brought by protectionist policies erode trade gains, leading to a global FDI decline of 19% in 2018. This turbulence significantly affected the resilience of African countries amidst fluctuations in currency exchange rates. 
Furthermore, Africa has frequently been in the global spotlight as an economic powerhouse with unfathomable natural and human resources compared to other continents (Rusell 1992). The fourth industrial revolution lies in harnessing, coordinating, and efficiently executing trade policies with the rest of the world to provide needed capital to initiate global scale production. Market realignment and trade diversification are necessary pre-conditions for the trade integration, 
Therefore, the researcher will seek to investigate the opportunities that are due to Africa and Australia with the recent economic integration. Cognizant of the retaliatory measures towards protectionism in the past and several trade agreements, the researcher will further explore the challenges that engulf the successful establishment of trade ties between Africa and Australia.
In light of the above prevailing conditions in Africa and deficiency in capital flows, a complementary to trade, the overall importance of trade liberalization between Africa and Australia is nonetheless a crucial factor to economic development. The researcher presupposes to test the null hypothesis that the trade's total net benefits are significant to growth in real GDP per capita in Africa. 
	H0: = 1, The impact of the net factor income from Africa- Australia trade is significant to Africa's real GDP per capita; otherwise,
	HA: = 0, Australia's net gain from the trade exceeds that of Africa, and therefore trade or no trade deal is a zero-sum game to both continents.
The researcher will be guided by the following research questions in testing the above hypothesis of the net impact of trade,
1. What are the reasons for the low trade performance of Africa in international trade?
1. What are some of the economic reasons behind China's growing capital flows to Africa, and how does this pose a threat to Australia- Africa trade?
1. What do Australia and Africa stand to gain or lose if a trade pact is adopted?
1. Are trade flows, capital mobility, and financial independence interconnected?


Proposed Methodology.
The researcher will use quantitative data from the World Trade organization on the net trade contribution of Africa and Australia in the Exports basket by volume. This data will also help the researcher identify the product categories that dominate the export basket to understand the comparative advantage. Additionally, the researcher will use the World Bank and International Monetary Fund data to get the real GDP per capita of the continents on a case-by-case basis.
This study will use a descriptive survey. Vaske (2006) defines the survey as a research method that gathers data at a particular period in time to explain the existence of conditions such as the low trade participation of Africa in the global trade.

Data Analysis
The time series and panel data will be analyzed using statistical software. Descriptive and qualitative statistics will be used to analyze the relationship between  the variables (net exports and real GDP). A correlation coefficient will be computed to describe how the degree of relationship, while the adjusted R will explain how much the real GDP will vary if the trade pact between Africa and Australia is enacted.




Limitations of the Study
This study will only provide a tentative explanation of trade or no trade deal between Africa and Australia based on net exports as a single variable in the International trade. Therefore, the model may suffer from omitted variable bias, and consequently, it may not reflect an accurate, fair view of the benefits of the trade. Additionally, given the study's scope by continent size, the researcher will make an overall generalization. The findings in this paper may not be used to make policy recommendations to the population's specific countries.
However, researchers and policy analysts can widely use the paper globally to develop and regional policies.
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