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Abstract 
It was in April 20, 2000, about 24 years ago, in Accra, Ghana, that the leaders of Six West African countries declared 
their intention to form a monetary union among the non-CFA franc countries of the region by January 2003, as a first 
step toward a wider monetary union that will include all the ECOWAS countries in 2004. The six (Nigeria, Ghana, 
Gambia, Guinea, Liberia and Sierra Leone) countries committed themselves to reducing central bank financing of 
budget deficits to 10 percent of the previous year's government revenue; reducing budget deficits to 4 percent of 
GDP by 2003; creating a Convergence Council to help coordinate macroeconomic policies; and setting up a common 
central bank. Their declaration states that, "Member States recognize the need for strong political commitment and 
undertake to pursue all such national policies as would facilitate the regional monetary integration process.This paper, 
using a historical approach, examined basic trends in reported data, tracing the performances of the nations for a 
period of 11 years (2012 to 2022) using the four primary convergence criteria according to the recommendations of 
‘Optimum Currency Areas theory’ (Mundell, 1961), which was adopted by the promoters of the currency integration 
as the basis for the future prospects of the union. The performance data however, generally did not show evidence 
of a consistent trend towards the fulfillment of the adopted convergence criteria. The paper also noted the neglect 
of the private sector which can play major role in economic stability, through competition and recommended that 
economic managers of the region should convince their governments on the need to reduce public sector domination 
of the economy by channeling greater budgetary funds to the private sector, as is the tradition in advanced 
economies, for accelerated growth with stability.  
 
Keywords: Currency, West Africa, Statistics, Private sector, Economic Stabilisation. 

 
 
Related Literature 
It was believed that there are boundless economic benefits when nations or group of nations agree 
to come together and cooperate at various levels; one of such level of cooperation is monetary 
union, or currency union.  
 
The elimination (Debrun: 2002) of national currencies and their replacement by a common 
regional currency continues to be a topical subject. It has inspired much research mainly in the 
European context, but other regions are now considering the advisability of such a project. The 
reasons behind such drive ranges from wanting to promote regional solidarity and integration to 
a fear that independent national currency may be subject to destabilizing speculations.          
In the book, history of monetary union, chow (2003) traced the various past attempts at forming 
monetary unions where he mentioned the works of Burns (1927) and meadows (1999) both being 
renowned authorities in early economic history.  
 
In their works, mention was made of mytilene and phocae as early as fifth century B.C: and 
Achaean league of third century B.C. both being early European attempts at forming monetary 
unions.  
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Meadows (1999) mentioned three types of such unions as top down, bottom up and consenting. 
From the days of Napoleon down to Roman Empire, all cities states under conquest were forced 
from the top to use the currency or metallic coins of the conquering state.  
 
According to Bergin (2009) when economists such as Mundell, were theorizing about optimal 
unions in the middle of the twentieth century, most people regarded the exercise largely as 
hypothetical. But since many European countries established a monetary union at the end of the 
century, the theory of monetary unions has become much more relevant to many more people. 
Monetary unification entails three basic arrangements; common currency, common central bank, 
and hence common monetary policy (Plasmans et al, 2006) 
 
Rendering a brief history of European Union, Stauffer (2009) stated that among the European 
states, EMU officially stands for Economic and Monetary Union. Other countries also use EMU to 
refer generally to the European monetary union. EMU is the agreement among the participating 
member states of the European Union to adopt a single hard currency and monetary system. The 
European council agreed that this single European market were essential to the implementation 
of the European Union, which was created to advance economic and social unity among the 
peoples of Europe and to propel Europe to greater prominence in the international community.  
In 1979, the European Council adopted the European monetary system, known as EMS, which 
employed an exchange rate mechanism, or ERM, to encourage participating countries to keep the 
fluctuations of their currency exchange rates within an acceptable band. The permissible limits of 
the ERM were derived from the European currency unit, or ECU, a referential currency calculated 
from an average of the participating countries’ national currencies. In 1988, Jacques Delors, the 
then president of the European commission, chaired a committee which proposed a three-stage 
plan to reach full economic union, including the establishment of a European Central Bank and a 
single currency which would replace any existing national currencies. With each stage, the 
monetary policies of the participating countries would become more closely entwined, 
culminating in full convergence in the EMU.  
 
The west African monetary institute (WAMI) defined monetary union as an integral component of 
economic integration and evolutionary process that culminates in the adoption of a common 
monetary policy by a number of  counties ceding sovereignty on monetary matters to a common 
monetary authority responsible for issuing a common currency. This definition stated that 
monetary integration may evolve through a number of cooperation arrangements like.  

i. An exchange rate arrangement where limited currency convertibility exists.   
ii. A parallel currency union where national currency coexists with a common currency.  
iii. And a full monetary union where a common central bank exist to formulate and 

implement a common monetary policy and issue a single currency.  
 

OBJECTIVES OF THE STUDY  
The objective of this study is to answer two research questions 

1. Does the performance data indicate a tendency towards convergence? 
2. Is the public sector playing a dominant role in the economy?  
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METHODOLOGY 
The author used historical figures obtained from (4) four primary convergence criteria for a period 
of 11 years – 2012 to 2022, from the six Anglophone nations seeking economic convergence to 
determine the readiness of the nations to achieve convergence target. These criteria are: 

1. Single digit inflation rate less or equal to 10% 
2. Fiscal deficit as a percentage of GDP not above 3% 
3. Central banks financing of fiscal deficit less or equal to 10% 
4. Gross external reserves not less than 3 months of imports 

Comparative data from selected economically viable nations using the percentage of 
transfers/loans to the private sector was also presented and used to answer the second research 
question.  
 
DATA PRESENTATION AND ANALYSIS.      
 
Table 1: 
                                        Table showing fulfilment of primary convergence criteria by  
                                       WAEMU 6 member nations for the 11 year period 2012 to 2022  
                               
                            2012    2013    2014    2015      2016    2017    2018    2019    2020    2021    2022        
AT       RT 
       Gambia          3           2         2             1            1          3         3            3        4            3         2          
27      44 
       Ghana            3          2         1              2            1          2         3            3         1            2        0         20       
44 
       Guinea           3          3         4              2             3         3         2             4        2           3         2         31      
44 
        Liberia           3          3         3              3             2         1         1             1        1           3        2         23      
44 
        Nigeria          3           4        4               4             2         3         2             2        1            1       1         27      
44 
        Sierra Le       2           4         2               2            1         1        1              3        1           1        1         19      
44 
Annual Total  17           18       16            14           10       13      12           16        10        13       8      
Regional total     24         24      24             24          24        24      24          24        24         24        24         
Source: WAMI-IMAO Data base 2024  
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Considering regional performance as shown in the chat, the total number nations that fulfilled the 
primary criteria for the 11 year period is 7 as follows: 

NATION YEAR 
Gambia  
Guinea  
Nigeria  
Siierra leone  

2020 
2014, 2019 
2013, 2014, 2015. 
2013 

 
If all criteria was met for the period it will be 6 x 4 x 11 = 264. 
If 7 was met for the period by 4 nations only, it will be 4 x 4 x 7 = 112 or 42% 
THREE YEARLY MOVING PERFORMANCE 
From the data in table 1, we can also calculate 3 yearly moving performance which will reveal the 
direction of movement towards convergence for the period under study 
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Table 2  
Showing 3-yearly fulfilment of 4 Primary Convergence Criteria for the period 2012 to 2022  

 
 
 

      
  
 
 
Table 3. Percentage of public sector Loans to the Private Sector As a % of GDP.   

ECOWAS % of Transfers SELECTED 
NATIONS 

% of Transfers 

GAMBIA  
GHANA  
GUINEA 
NIGERIA  
SIERRA LEONE  
Liberia  
South Africa 

9 
10 
9 
14 
12 
9 
90 

Austria 
Belgium 
Germany 
Israel 
Netherland 
Italy 
Norway 

85 
73 
84 
70 
92 
75 
110 

Source: International Monetary Fund, International Financial Statistics and data files, and World 
Bank and OECD GDP estimates. AND World Bank national accounts data, and OECD National 
Accounts data files. 
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DISCUSSIONS OF RESULTS 
In discussing our results, the evidence gathered from table 1 shows that when compared with the 
figures and recommendations of past decades, not much has changed. With a percentage 
performance of 42%, the nation’s seeking for the monetary union has shown their inability to 
tackle or conquer identified national and regional obstacles. 
During the eleven year period under study, only four nations were able to fulfill the primary 
criterion and it was nations like Nigeria and Guinea that was able to fulfill it more than once, 
Nigeria in 2013, 2014 and 2015. Guinea in   2014 and 2019. Other nations like Gambia and Sierra 
Leone fulfilled same in 2020 and 2013 respectively. 
Attempt to measure the level of convergence using 3-yearly moving performance as shown in the 
chart of table 2, indicates that rather than increasing tendency towards convergence, the gap 
between the regional bench marks was rather widening indicating increasing divergence over the 
period.  
On the other hand, table 3 compares the public sector transfers to the private sector as a 
percentage of the GDP. The wide gap makes a great statement and shows the extent public sector 
is dominating the economy.  
 
RECOMMENDATIONS 
Despite the theoretical promise of a common currency, empirical evidence suggests that 
asymmetric shocks and divergence in economic policies might frustrate the actualization. This gap 
between theoretical models (like OCA) and the practical realities of ECOWAS member states 
underscores the need for a comprehensive feasibility study. Such a study would not only assess 
whether the macroeconomic indicators meet the required thresholds but also consider the 
institutional, political, and social dimensions that might affect the success of a currency union. 
 
Removing impediments that contributes to institutional under performance is very vital. This can 
only be achieved by following Adam Smiths (1776) recommendation of limited government. 
Across West Africa, the role of governments must be limited to the traditional functions of 
maintaining peace, security and enforcement of values that promote free competition. As 
dominance of government decreases, the role of private sector will increase and the issue of 
income, productivity, employment and stable price level will be addressed.  Government is 
synonymous with corruption, inefficiency, resource underutilization and misallocation. Only the 
dominance of private sector will stimulate the competition that will drive the respective 
economies to a stage of maturity and take-off into self-sustenance which will help drive the 
regional economy to the level of combined economic equilibrium that can accommodate and 
sustain unionization of any kind. 
 
I will like to refer to the works of Adam Smith, Milton Friedman, F. A. Hayek, Thomas Sowell, Ronald 
Reagan, Margret Thatcher, The Heritage Foundation, and Cato Institute.  
These authorities and Institutions have spoken and written articles and commentaries on the role 
of Government in the economy and the potential risks and challenges associated with Government 
investment and the benefits of private sector led economic growth. 
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