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Ludger Kühnhardt and Djéneba Traoré

Preface

5HJLRQDO� JURXSLQJV� DLPHG� DW� SROLWLFDO� FRPPXQLW\�EXLOGLQJ� KDYH� EHFRPH� DQ�
LPSRUWDQW� HOHPHQW� IRU� SROLWLFDO�� HFRQRPLF� DQG� FXOWXUDO� DXWRQRP\� DFURVV� WKH�
JOREH��RIWHQ�XVLQJ�WKH�H[SHULHQFH�RI�WKH�(XURSHDQ�8QLRQ�DV�D�VRXUFH�RI�LQVSL-
UDWLRQ��$JDLQVW� WKLV� EDFNJURXQG�� WKH� EL�UHJLRQDO� SURMHFW� ³6XVWDLQDEOH� UHJLRQDO�
integration in West Africa and Europe” - a co-operation between the West Africa 
,QVWLWXWH��:$,��LQ�3UDLD��&DSH�9HUGH��DQG�WKH�&HQWHU�IRU�(XURSHDQ�,QWHJUDWLRQ�
6WXGLHV��=(,�� LQ�%RQQ��*HUPDQ\���DQDO\]HV�SUREOHPV�DQG� IDFWRUV�RI� UHJLRQDO�
LQWHJUDWLRQ�LQ�:HVW�$IULFD�� WDNLQJ�WKH�(XURSHDQ�H[SHULHQFH�LQWR�DFFRXQW��7KLV�
XQLTXH�EL�UHJLRQDO�UHVHDUFK�SURMHFW�LV�IXQGHG�E\�WKH�*HUPDQ�)HGHUDO�0LQLVWU\�RI�
(GXFDWLRQ�DQG�5HVHDUFK��%0%)���

%HWZHHQ������DQG�������WKH�FRRSHUDWLRQ�EHWZHHQ�:$,�DQG�=(,�EULQJV�(XURSHDQ�
DQG�:HVW�$IULFDQ�VFKRODUV�RI�GLIIHUHQW�EDFNJURXQGV�WRJHWKHU�IRU�WKH�¿UVW�WLPH�LQ�
RUGHU�WR�DQDO\]H�WKH�FKDOOHQJH�RI�VXVWDLQDEOH�UHJLRQDO�LQWHJUDWLRQ�IURP�YDULRXV�
SHUVSHFWLYHV��7KH�SURMHFW� LV�VWUXFWXUHG� LQWR� WKUHH� LQWHUUHODWHG�UHVHDUFK�DUHDV��
�D��UHJLRQDO�LQWHJUDWLRQ�DQG�SROLF\�IRUPXODWLRQ�SURFHVVHV���E��HFRQRPLF�LQWHJUD-
WLRQ�DQG�UHJLRQDO�WUDGH��DQG��F��LQVWLWXWLRQDO�FDSDFLW\�GHYHORSPHQW�IRU�UHJLRQDO�
LQWHJUDWLRQ�� 5HVHDUFKHUV� DQG� H[SHUWV� IURP� :HVW� $IULFD� DQG� (XURSH� MRLQWO\�
DQDO\]H�DQG�GLVFXVV�WKHLU�SHUVSHFWLYHV��VKDUH�PHWKRGRORJLHV�DQG�FRQWHQW��WKXV�
FRQWULEXWLQJ�WR�D�QHZ�EL�UHJLRQDO�VFLHQWL¿F�QHWZRUN�WKDW�VXSSRUWV�WKH�SDUWQHUVKLS�
EHWZHHQ�$IULFD�DQG�(XURSH�

7KLV� DQWKRORJ\� SUHVHQWV� WKH� UHVXOWV� RI� LQWHQVLYH� VWXG\� JURXS� GLVFXVVLRQV� LQ�
UHVHDUFK�DUHD��E��GXULQJ�PHHWLQJV�LQ�3UDLD��&DSH�9HUGH��LQ�2FWREHU�������DQG�LQ�
%RQQ��*HUPDQ\��LQ�0DUFK�������2YHUFRPLQJ�WKH�EDUULHUV�RI�ODQJXDJH��GLVWDQFH�
DQG�VFKRODUO\�SHUVSHFWLYHV�� WKH�DXWKRUV�KDYH� OHYHUDJHG� WKHLU�NQRZOHGJH�DQG�
RXWVWDQGLQJ�H[SHUWLVH�LQ�RUGHU�WR�FRPSDUH�DQG�V\QHUJL]H�RQ�WKH�RSSRUWXQLWLHV�
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IRU�HFRQRPLF�LQWHJUDWLRQ�DQG�UHJLRQDO�WUDGH��DV�ZHOO�DV�WKH�OHVVRQV�OHDUQW�E\�WKH�
(XURSHDQ�H[SHULHQFH�RI�D�FRPPRQ�FXUUHQF\��:H�KRSH�WKDW�WKH�UHVXOWV�RI�WKLV�
KDUG�ZRUN�ZLOO�VWLPXODWH�IXUWKHU�GLVFXVVLRQV�DPRQJ�RWKHU�UHVHDUFKHUV��JRYHUQ-
PHQW�VWDNHKROGHUV�DQG�SUDFWLWLRQHUV�LQYROYHG�LQ�SURFHVVHV�RI�VXVWDLQDEOH�DQG�
HIIHFWLYH�UHJLRQDO�LQWHJUDWLRQ�LQ�:HVW�$IULFD�DQG�LQ�(XURSH��

3URI��'U��/XGJHU�.�KQKDUGW� � 3URI��'U��'MpQpED�7UDRUp
=(,�'LUHFWRU� � � � :$,�*HQHUDO�'LUHFWRU

%RQQ�3UDLD��$XJXVW�����

Preface
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Introduction

%RWK��WKH�PHPEHU�VWDWHV�RI�WKH�(XURSHDQ�8QLRQ��(8��DQG�WKH�PHPEHU�VWDWHV�RI�
WKH�(FRQRPLF�&RPPXQLW\�RI�:HVW�$IULFDQ�6WDWHV��(&2:$6��LQLWLDOO\�EHJDQ�WKHLU�
FRRSHUDWLRQ�ZLWK�WKH�DLP�RI�HQKDQFLQJ�UHJLRQDO�WUDGH��6LQFH�WKHLU�IRXQGDWLRQ��ERWK�
UHJLRQDO�RUJDQL]DWLRQV�KDYH�ZRUNHG�WRZDUGV�D�FXVWRPV�XQLRQ�LQ�RUGHU�WR�EHQH¿W�
IURP��DV�HFRQRPLF�WKHRU\�DVVXPHV��FRPELQHG�SURVSHULW\��7KH�DVVXPHG�EHQH¿WV�
of which include economies of scale and facilitating access to existing resources 
DQG� LQIUDVWUXFWXUH�� ZLWK� WKH� RYHUDOO� DLP� RI� VWLPXODWLQJ� HFRQRPLF� JURZWK�� $V�
HFRQRPLF�LQWHJUDWLRQ�LQFUHDVHV�WKH�ZHLJKW�DQG�VLJQL¿FDQFH�RI�UHJLRQDO�PDUNHWV��
LW� LV�DOVR�FRQVLGHUHG�D�WRRO�IRU� LPSURYLQJ�WKH�SRVLWLRQ�RI�PHPEHU�VWDWHV�LQ�WKH�
JOREDO�HFRQRP\��ZLWK�PRQHWDU\�XQLRQ�EHLQJ�D�IXUWKHU�VWHSSLQJ�VWRQH�RQ�WKH�ZD\�
WR�HQKDQFHG�HFRQRPLF�FRKHUHQFH�DQG�KDUPRQL]DWLRQ�

,Q�WKLV�FRQWH[W��WKH�(XURSHDQ�LQWHJUDWLRQ�SURFHVV�FDQ�EH�VHHQ�DV�D�VRXUFH�RI�
inspiration and as a potential role model for regional integration around the 
ZRUOG�DQG��PRUH�SDUWLFXODUO\��WKH�:HVW�$IULFDQ�UHJLRQ��1HYHUWKHOHVV��ERWK�VLGHV�
DUH�FRQIURQWHG�ZLWK�GLIIHUHQW�SUREOHPV�LQ�UHJDUG�WR�WKHLU�UHVSHFWLYH�OHYHO�RI�LQWH-
JUDWLRQ��:KLOH�WKH�(8�LV�HFRQRPLFDOO\�DQG�PRQHWDULO\�XQLWHG��LW�LV�GHDOLQJ�ZLWK�
FXUUHQW� LPEDODQFHV� DQG� SRWHQWLDO� VSLOO�RYHUV� HIIHFWV� UHVXOWLQJ� IURP� DGYDQFHG�
¿QDQFLDO�LQWHJUDWLRQ��(&2:$6��RQ�WKH�RWKHU�KDQG��VWUXJJOHV�ZLWK�ORZ�OHYHOV�RI�
LQWUD�UHJLRQDO�WUDGH��H[WHUQDO�GHSHQGHQFLHV�DQG�WKH�FRQWLQXLQJ�JRDO�RI�HVWDEOL-
VKLQJ�D�UHJLRQ�ZLGH�FRPPRQ�FXUUHQF\��

:LWK�FXUUHQW�FULVHV�LQ�WKH�(XUR�]RQH�PDUNLQJ�D�ZDWHUVKHG�PRPHQW�IRU�JOREDO�
HFRQRPLF�DQG�UHJLRQDO�GHYHORSPHQW�� IRFXV�KDV�VKLIWHG�DZD\�IURP�GH�UHJXOD-
WLYH�OLEHUDOL]DWLRQ�SROLFLHV��WRZDUGV�H[SHFWHG�SURWHFWLRQLVP�DJDLQVW�JOREDO�¿VFDO�
GRZQWXUQV� DQG� LPSURYLQJ� HFRQRPLF� DQG� ¿VFDO� JRYHUQDQFH� VWUXFWXUHV��:KLOH�
WKH�LQVWLWXWLRQDO�VHW�XS�RI�UHJLRQDO�RUJDQL]DWLRQV��LQ�SULQFLSOH��RIIHU�RSSRUWXQLWLHV�
WR�PDQDJH�DQG�VROYH�WKHVH�SUREOHPV��YHVWHG�QDWLRQDO�LQWHUHVWV�ZKLFK�FDQ�OHDG�
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Introduction

WR� ORQJ� GHFLVLRQ�PDNLQJ� SURFHGXUHV� DQG�DYRLGDQFH� RI� SROLF\� LPSOHPHQWDWLRQ�
UHPDLQ��,Q�:HVW�$IULFD��IXUWKHU�NH\�FKDOOHQJHV�DUH�WKH�GLIIHUHQW�RSHUDWLQJ�PRGHV�
DQG�LQVWLWXWLRQDO�RYHUODSV�EHWZHHQ�WKH�WZR�PDLQ�UHJLRQDO�LQVWLWXWLRQV�(&2:$6�
DQG�WKH�:HVW�$IULFDQ�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��:$(08��

,Q�WKH�TXHVW��IRU�D�PRUH�V\VWHPDWLF�DSSURDFK�WRZDUGV��FXUUHQW�TXHVWLRQV�RI�$IULFDQ�
HFRQRPLF�FRRSHUDWLRQ�DQG�LQWHJUDWLRQ�DQG�WKH�QHHG�IRU�WDUJHWHG�FDSDFLW\�GHYH-
ORSPHQW�DQG�NQRZOHGJH�GLVVHPLQDWLRQ�WR�SUDFWLWLRQHUV�DQG�WKH�ZLGHU�SXEOLF��WKDW�
WKH�:HVW�$IULFD�,QVWLWXWH��:$,��LQ�3UDLD��&DSH�9HUGH��KDV�EHHQ�ODXQFKHG��:$,�LV�
WKH�¿UVW�UHVHDUFK�LQVWLWXWH�RI�LWV�NLQG�WKDW�RIIHUV�DFDGHPLF�DQDO\VLV�RI�SURFHVVHV�
DQG�LQVWLWXWLRQV��FRQFUHWH�SROLF\�DGYLFH�DQG�WKH�GLVVHPLQDWLRQ�RI�NQRZOHGJH�DQG�
LQIRUPDWLRQ�DERXW�UHJLRQDO�LQWHJUDWLRQ�SURFHVVHV�LQ�:HVW�$IULFD��,W�ZDV�IRXQGHG�
LQ������ZLWK�WKH�VLJQL¿FDQW�HQFRXUDJHPHQW�RI� WKH�:HVW�$IULFDQ�UHJLRQDO� LQWH-
JUDWLRQ�JURXSLQJV�(&2:$6�DQG�:$(08��WKH�(&2%$1.��81(6&2�DQG�WKH�
JRYHUQPHQW�RI�&DSH�9HUGH�

6LQFH� WKHQ�� WKH�&HQWHU� IRU�(XURSHDQ� ,QWHJUDWLRQ�6WXGLHV� �=(,��DQG� WKH�:HVW�
$IULFD�,QVWLWXWH�KDYH�GHYHORSHG�DQ�HYHU�FORVHU�SDUWQHUVKLS��UHVXOWLQJ�LQ�D�PXOWLOD-
WHUDO�UHVHDUFK�DQG�FRQVXOWLQJ�SURMHFW��IXQGHG�E\�WKH�)HGHUDO�0LQLVWU\�RI�(GXFDWLRQ�
DQG�5HVHDUFK� �%0%)�� RYHU� WKH� SHULRG� �����������7KH� SURMHFW� ³6XVWDLQDEOH�
5HJLRQDO� ,QWHJUDWLRQ� LQ�:HVW�$IULFD´� UHÀHFWV� WKH�VSHFLDO� IRFXV�RI� WKH�*HUPDQ�
IHGHUDO� JRYHUQPHQW� RQ� WKH� LQWHUQDWLRQDOL]DWLRQ� RI� VFLHQFH� DQG� UHVHDUFK� DQG�
SURPRWLQJ�QHZ�DQG�LQQRYDWLYH�IRUPV�RI�UHVHDUFK�FRRSHUDWLRQ�EHWZHHQ�*HUPDQ�
LQVWLWXWLRQV�DQG�SDUWQHUV�LQ�GHYHORSLQJ�FRXQWULHV��HVSHFLDOO\�LQ�$IULFD��

:LWKLQ�WKLV�IUDPHZRUN��WKH�WKHPDWLF�RXWOLQH�RI�WKLV�:$,�=(,�DQWKRORJ\�GHDOV�ZLWK�
WKUHH�RI�WKH�PRVW�LPSRUWDQW�TXHVWLRQV�UHJDUGLQJ�HFRQRPLF�DQG�PRQHWDU\�LQWHJ-
UDWLRQ�LQ�:HVW�$IULFD�DQG�ZKLFK�DUH�DOVR�IRFDO�DUHDV�RI�WKH�UHVSHFWLYH�:$,�=(,�
VWXG\�JURXS�LQ�HFRQRPLFV�

�� How can regional integration schemes contribute to enhance regional 
trade and the integration of the West African region into the global 
HFRQRP\"

�� :KDW�DUH�WKH�HIIHFWV�RI�PRQHWDU\�LQWHJUDWLRQ�DQG�KRZ�FDQ�V\QHUJLHV�EH�
FUHDWHG"��

�� To what extent can experiences of other regions be helpful in this process 
DQG�KRZ�FDQ�(XURSH�EHQH¿W�IURP�WKH�SHUVSHFWLYHV�RI�RWKHU�UHJLRQDO�LQWH-
JUDWLRQ�VFKHPHV"
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7KH�WRSLFV�RI�UHJLRQDO�WUDGH�DQG�PRQHWDU\�LQWHJUDWLRQ�ZHUH�FKRVHQ�WR�EHJLQ�ZLWK�
DV� � WKH\�PDUN� WKH�EDVLV�DQG�FRUH�HOHPHQWV�RI� UHJLRQDO� LQWHJUDWLRQ�SURFHVVHV�
ZRUOGZLGH�� VHFRQG� ERWK� VXEMHFWV� DUH� KLJKO\� UHOHYDQW� IRU� WKH� UHFHQW� SROLWLFDO�
DJHQGDV�LQ�:HVW�$IULFD�DQG�(XURSH��DQG�WKLUGO\�EHFDXVH�WKHLU�LQWULQVLF�LQWHUFRQ-
QHFWHGQHVV�PDNHV�D�MRLQW�DQDO\VLV�HYHQ�PRUH�QHFHVVDU\�

6SHFL¿FDOO\��WKH�UHVSHFWLYH�DXWKRUV�IRFXV�RQ�WKH�IROORZLQJ�

7KH�¿UVW�DUWLFOH�E\�3URI��*HRUJH�2ZXVX��8QLYHUVLW\�RI�*KDQD��JLYHV�DQ�RYHUYLHZ�
RI�WKH�VWUXFWXUDO�FKDUDFWHULVWLFV�RI�:HVW�$IULFDQ�PDUNHWV��DV�ZHOO�DV�UHFHQW�WUHQGV�
LQ�WKHLU�PDFURHFRQRPLF�GHYHORSPHQW��8VLQJ�GDWD�IURP�WKH�:RUOG�%DQN¶V�:RUOG�
'HYHORSPHQW�,QGLFDWRUV��KH�FRPSDUHV�LQWUD�UHJLRQDO�WUDGH�SDWWHUQV�WR�H[WHUQDO�
WUDGLQJ� SDUWQHUV�� DQDO\]HV� WKH� HIIHFWV� RI� %UHWRQ� ZRRGV� SROLFLHV� DQG� JLYHV�
SUDFWLFDO� UHFRPPHQGDWLRQV� WR� LQFUHDVH� WUDGH�ZLWKLQ� WKH� (&2:$6� HFRQRPLF�
EORF�

,Q� D� VLPLODU� FRQWH[W�� 6DQRXVVL� %LODO� DQDO\]HV� WKH� (XURSHDQ� LQÀXHQFH� RQ�
UHJLRQDO�LQWHJUDWLRQ�SURFHVVHV�LQ�:HVW�$IULFD��FRPSDULQJ�LW�ZLWK�RWKHU�H[WHUQDO�
IDFWRUV�VXFK�DV�SDQ�$IULFDQ�G\QDPLFV�DQG�HPHUJLQJ�SOD\HUV��%LODO��WKH�+HDG�RI�
(FRQRPLF�*RYHUQDQFH��7UDGH�DQG�5HJLRQDO� ,QWHJUDWLRQ�8QLW�DW� WKH�(XURSHDQ�
&HQWUH�IRU�'HYHORSPHQW�3ROLF\�0DQDJHPHQW�LQ�%UXVVHOV��%HOJLXP��DOVR�UHÀHFWV�
RQ�WKH�(8¶V�HFRQRPLF�SDUWQHUVKLS�DJUHHPHQWV��(3$V��DV�D�FRPSUHKHQVLYH�VHW�
RI�UHIRUP�G\QDPLFV�IRU�UHJLRQDO�LQWHJUDWLRQ�

3KLOLSSH�'H�/RPEDHUGH��$VVRFLDWH�'LUHFWRU�DW�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\�LQ�
%UXJHV��%HOJLXP��3URIHVVRU�/HOLR�,DSDGUH�DQG�/HFWXUHU�*LRYDQQL�0DVWURQDUGL��
ERWK�IURP�WKH�8QLYHUVLW\�RI�/¶$TXLOD��VLJQL¿FDQWO\�DGG�WR�WKLV�UHVHDUFK�E\�SUHVHQ-
WLQJ�D� WKRURXJK�RYHUYLHZ�RI�VWDWLVWLFDO� LQGLFDWRUV�DQG�PRGHOV� WR�PHDVXUH� WKH�
GHJUHH�RI�WUDGH�UHJLRQDOL]DWLRQ��$SSO\LQJ�WKHVH�PHWKRGV�WR�WKH�VSHFL¿F�FDVHV�RI�
(&2:$6�DQG�:$(08��WKH\�GUDZ�LPSRUWDQW�FRQFOXVLRQV�UHJDUGLQJ�WKH�HIIHFW�RI�
trade openness and distance-related barriers on regional economic integration 
LQ�:HVW�$IULFD��

%XLOGLQJ�WKH�EULGJH�IURP�WUDGH�WR�¿QDQFLDO�DQDO\VLV��3URIHVVRU�9RONHU�1LWVFK�IURP�
WKH�7HFKQLFDO�8QLYHUVLW\�RI�'DUPVWDGW�DQDO\]HV�WKH�HIIHFWV�RI�PRQHWDU\�LQWHJUD-
WLRQ�RQ�WUDGH��:KHUHDV�PRVW�OLWHUDWXUH�LQ�WKLV�UHJDUG�IRFXVHV�RQ�RYHUDOO�HIIHFWV��
KH�XVHV�SDLUV�RI�FRXQWULHV��IRU�KLV�JUDYLW\�W\SH�UHJUHVVLRQV��LQ�RUGHU�WR�H[DPLQH�
ZKHWKHU�WKH�DGRSWLRQ�RI�D�FRPPRQ�FXUUHQF\�LV�OLNHO\�WR�IRVWHU�HFRQRPLF�LQWHJ-
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UDWLRQ�DPRQJ�PHPEHU�FRXQWULHV�RU�LI�WKH�HOLPLQDWLRQ�RI�H[FKDQJH�UDWH�ÀH[LELOLW\�
UDWKHU�OHDGV�WR�ELODWHUDO�WUDGH�LPEDODQFHV���

,Q�D�FRQFLVH�UHYLHZ�RI�WKH�FRQVHQVXV�OLWHUDWXUH��RQ�ZKHWKHU�MRLQLQJ�D�PRQHWDU\�
XQLRQ� LV� WKH� DSSURSULDWH� PRQHWDU\� DQG� H[FKDQJH� UDWH� UHJLPH� IRU� D� VSHFL¿F�
FRXQWU\��3URIHVVRU�6LPRQD�%HUHWWD��&DWKROLF�8QLYHUVLW\�RI�6DFUHG�+HDUW�LQ�0LODQ��
VKRZV�KRZ�WKH�FXUUHQW�³(XUR�FULVLV´�LOOXVWUDWHV�WKH�LQKHUHQW�ZHDNQHVVHV�RI�WKH�
LQVWLWXWLRQDO�GHVLJQ�RI� WKH�(FRQRPLF�DQG�0RQHWDU\�8QLRQ� �(08���8QGHUOLQLQJ�
the importance of non-material conditions and furthering political integration 
LQ� WLPHV�RI� GHHS�¿QDQFLDO� XQFHUWDLQW\�� VKH�PDNHV�D�SOHD� IRU� µLQFRPSOHWH¶� EXW�
UHVLOLHQW�LQVWLWXWLRQDO�DUFKLWHFWXUHV�

)XUWKHU� GUDZLQJ� IURP� WKH� (XURSHDQ� H[SHULHQFHV� RI� PRQHWDU\� LQWHJUDWLRQ��
7HUKHPED�$PEH�8YD�� 3URIHVVRU� DW� WKH� 1DWLRQDO� 2SHQ� 8QLYHUVLW\� RI� 1LJHULD��
FRQWULEXWHV�D�PRUH�VSHFLDOL]HG�SHUVSHFWLYH�UHJDUGLQJ�WKH�RSWLRQ�RI�D�FRPPRQ�
FXUUHQF\�IRU�WKH�HQWLUH�:HVW�$IULFDQ�UHJLRQ��7KLV�FRXOG��IRU�H[DPSOH��EH�GRQH�
E\�LQWURGXFLQJ�D�FRPPRQ�FXUUHQF\�LQ�QRQ�:$(08�FRXQWULHV�DQG�FRQVHTXHQWO\�
MRLQLQJ�LW�ZLWK�WKH�:$(08�]RQH¶V�&)$�)UDQF�LQWR�D�UHJLRQ�ZLGH�FXUUHQF\��WKH�
(FR�

7KH�¿QDO�DUWLFOH�RI�'U��3DXOLQD�0HQGHV��3HUPDQHQW�5HVHDUFKHU�DW�WKH�1DWLRQDO�
,QVWLWXWH�IRU�5HVHDUFK�DQG�$QDO\VLV��,1(3��LQ�%LVVDX�DQDO\]HV�WKH�H[SHULHQFH�
RI�*XLQHD�%LVVDX¶V�LQWHJUDWLRQ�LQWR�:$(08��7KH�DUWLFOH�KLJKOLJKWV�QRW�RQO\�WKH�
HIIHFWV�RI�LQWHJUDWLRQ�RQ�PDFURHFRQRPLF�VWDELOL]DWLRQ�EXW�DOVR�RQ�VRFLR�HFRQRPLF�
GHYHORSPHQWV�DQG�FXOWXUDO�FRQYHUJHQFH��)XUWKHUPRUH��VKH�LQYHVWLJDWHV�ZKLFK�
OHVVRQV�WKH�(XUR�]RQH�FRXOG�GUDZ�IURP�:$(08¶V�H[SHULHQFH���

7KH�:$,�=(,�DQWKRORJ\�DW�KDQG�� UHYHDOV� WKH�PDJQLWXGH�RI�H[LVWLQJ�REVWDFOHV�
DQG� WKH�QXPEHU�RI�RSHQ�TXHVWLRQV�ZKLFK�UHPDLQ�� LQ� UHJDUG� WR�HFRQRPLF�DQG�
PRQHWDU\�LQWHJUDWLRQ��'HPRQVWUDWLQJ��WKDW�LQ�RUGHU�WR�SURYLGH�D�VRXQG�EDVLV�IRU�
FRQFUHWH�SROLF\�DGYLFH��IXUWKHU�DFDGHPLF�DQDO\VLV�LV�QHHGHG��7KLV�FROOHFWLRQ�LV�
LQWHQGHG�WR�LQVSLUH�IXUWKHU�UHVHDUFK�DQG�SROLF\�UHÀHFWLRQ�LQ�RUGHU�WR�HQKDQFH�WKH�
NQRZOHGJH�EDVH�RI�VXVWDLQDEOH�UHJLRQDO�LQWHJUDWLRQ�

Introduction
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George Owusu

Factors Shaping Economic Integration and 
Regional Trade in West Africa 

Introduction

$IWHU�PDQ\�\HDUV�RI�HIIRUWV�WR�SURPRWH�HFRQRPLF�LQWHJUDWLRQ�DQG�UHJLRQDO�WUDGH��
FRXQWULHV�RI� WKH�:HVW�$IULFDQ�HFRQRPLF�EORF�VWLOO� UHPDLQ�VXUSULVLQJO\� LVRODWHG�
IURP�HDFK�RWKHU��7KH�DWWHQWLRQ�SDLG�LQ�WKH�SDVW�RQ�WDONV�DQG�VHPLQDUV�DLPLQJ�
WR�GHHSHQ�KDUPRQL]DWLRQ�RI�DGPLQLVWUDWLYH� UXOHV�DQG� UHJXODWLRQV� IRU�HIIHFWLYH�
LQWHJUDWLRQ� DSSHDU� WR� KDYH� DFKLHYHG� YHU\� OLWWOH�� 0RVW� RI� PHPEHU� FRXQWULHV�
RI� WKH� UHJLRQ� VWLOO� KDYH� WKHLU� XPELOLFDO� FRUG� WLHG� WLJKWO\� WR� WKH� ZRPE� RI� WKHLU�
FRORQLDO�PDVWHUV��7KLV�VLWXDWLRQ�KDV�EHHQ�FRPSRXQGHG�E\�WKH�UHFHQW�LQÀXHQFH�
RI� QHZ�JOREDO� SOD\HUV� VXFK�DV�%UD]LO��5XVVLD�� ,QGLD��&KLQD� DQG�6RXWK�$IULFD�
�%5,&6���,Q�DGGLWLRQ��VLPLODULWLHV�LQ�H[SRUW�FRPPRGLWLHV�DQG�RYHUUHOLDQFH�RQ�WKH�
%UHWWRQ�:RRG�LQVWLWXWLRQV�IRU�HFRQRPLF�UHOLHI�DQG�JOREDO�UHJXODWLRQV�RQ�WUDGH��
KDYH�FRQWULEXWHG�LPPHQVHO\�WR�WKH�H[WHUQDO�LQÀXHQFHV�FXUUHQWO\�H[HUWHG�XSRQ�
YDULRXV�DWWHPSWV�WR�SURPRWH�IUHH�WUDGH�DQG�HIIHFWLYH�LQWHJUDWLRQ�DPRQJ�PHPEHU�
FRXQWULHV�LQ�WKH�UHJLRQ�

,QGHHG�� WKH�SUHYDLOLQJ�FRPSOH[LWLHV�RI� WKH� LQWHUQDWLRQDO� ¿QDQFLDO�PDUNHWV�DQG�
WKH� LQWULFDFLHV�RI� WUDGH�UHJXODWLRQV�FRQYHQLHQWO\� WZLVWHG�E\� WKH�YDULRXV�JOREDO�
HFRQRPLF� SRZHUV�� FDOO� IRU� DQ� XUJHQW� DWWHQWLRQ� WRZDUGV� HIIHFWLYH� LQWHJUDWLRQ�
DPRQJ� FRXQWULHV� LQ�:HVW�$IULFD�� )RURXWDQ� ������� REVHUYHG� IDFWRUV� VXFK� DV�
VWUXFWXUDO� FKDUDFWHULVWLFV� RI� WKH� HFRQRPLHV�� WKH� SXUVXLW� RI� LPSRUW�VXEVWLWXWLRQ�
SROLFLHV�DQG�WKH�XQHYHQ�GLVWULEXWLRQ�RI�FRVWV�DQG�EHQH¿WV�RI�LQWHJUDWLRQ�DULVLQJ�
IURP�HFRQRPLF� GLIIHUHQFHV�� DV� WKH�PDLQ� UHDVRQV�ZK\�HIIHFWLYH� LQWHJUDWLRQ� LQ�
VXE�6DKDUDQ�$IULFD��66$��KDV�DOPRVW�UHPDLQHG�D�PLUDJH��+H�DGGV�WKDW�GHVSLWH�
D�UHQHZHG�LQWHUHVW�LQ�UHJLRQDOLVP�LQ�WKH�ZRUOG��LW�UHPDLQV�XQOLNHO\�WKDW�UHJLRQDO�
LQWHJUDWLRQ�DV�SXUVXHG�LQ�6XE�6DKDUDQ�$IULFD�VR�IDU�ZLOO�VXFFHHG�DQ\�PRUH�LQ�
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WKH�IXWXUH��)RURXWDQ�������S��LL���<HDUV�DIWHU�WKHVH�REVHUYDWLRQV�DQG�SUHGLFWLRQV��
FRXQWULHV�LQ�WKH�UHJLRQ�DUH�VWLOO�VWUXJJOLQJ�WR�DFKLHYH�DQ\�PHDQLQJIXO�WUDGH�LQWH-
JUDWLRQ�

:KLOH� )RURXWDQ¶V� ������� FRQFHUQV� UHPDLQ� IRUPLGDEOH� REVWDFOHV�� WKH� FRORQLDO�
JHRJUDSKLFDO� ERXQGDULHV� EHWZHHQ� FRXQWULHV� DSSHDUV� WR� KDYH� GHHSHQHG� LQ�
UHFHQW� WLPHV�� GXH� WR� ZLGHVSUHDG� SROLWLFDO� XQUHVW� DQG� XQEULGOHG� FRORQLDO� WLHV��
7KH�FXUUHQW�SROLWLFDO�VLWXDWLRQ�LQ�&RWH�G¶,YRLUH�DQG�0DOL��DQG�WKH�LQYROYHPHQW�RI�
France is a clear illustration of how the political space in the region is controlled 
E\�RXWVLGH�IRUFHV��,Q�WKH�DUHDV�RI�WUDGH�DQG�HFRQRPLF�PDQDJHPHQW��WKH�OHVV�
WKH�LQÀXHQFH�RI�WKH�ZHVWHUQ�LQVWLWXWLRQV�VXFK�DV�:72��,0)�DQG�WKH�:RUOG�%DQN��
the better! 

,Q�VSLWH�RI�WKHVH�VHHPLQJO\�LQVXUPRXQWDEOH�FKDOOHQJHV��IUHH�WUDGH�DQG�HIIHFWLYH�
regional integration in West Africa remains an integral part of the current efforts 
WRZDUGV�DFKLHYLQJ�VRFLR�HFRQRPLF�GHYHORSPHQW�LQ�WKH�UHJLRQ��1RW�IRU�QRWKLQJ��
LV� RSHQ� UHJLRQDOLVP� YLHZHG� DPRQJ� VFKRODUV� DV� D� VHQVLEOH� UHVSRQVH� WR� WKH�
RQJRLQJ�WXUEXOHQW�DQG�DV\PPHWULF�SURFHVV�RI�HFRQRPLF�JOREDOL]DWLRQ��$QVDK�
.RL�DQG�%RDIR�$UWKXU�������0DFKLQHD�DQG�5R]HQZXUFHO��������,W�LV�WKHUHIRUH�
WLPH� WKH�PHPEHU�FRXQWULHV� UHNLQGOH� WKHLU� UHVROYH� IRU� WKH�ROG�DJHQGD� WRZDUGV�
DFKLHYLQJ�HIIHFWLYH�HFRQRPLF�LQWHJUDWLRQ��$QVDK�.RL�DQG�%RDIR�$UWKXU��������

8VLQJ� VHOHFWHG� GDWD� IURP� WKH� UHFHQW�:RUOG�%DQN¶V�:RUOG�'HYHORSPHQW� ,QGL-
FDWRUV� ������(GLWLRQ��� WKLV� SDSHU� H[DPLQHV� H[WHUQDO� LQÀXHQFHV� RQ� HFRQRPLF�
LQWHJUDWLRQ� DQG� UHJLRQDO� WUDGH� LQ�:HVW�$IULFD�� ,W� VWDUWV� ZLWK� D� EULHI� KLVWRULFDO�
DFFRXQW�RI�WKH�HFRQRPLF�EORFV�LQ�:HVW�$IULFD��IROORZHG�E\�D�GLVFXVVLRQ�RI�VWUXF-
WXUDO�FKDUDFWHULVWLFV�RI�WKH�FRXQWULHV�LQ�WKH�UHJLRQ��7KH�SDSHU�DQDO\]HV�WUHQGV�
RI�LPSRUWDQW�PDFURHFRQRPLF�YDULDEOHV��LQ�RUGHU�WR�H[SODLQ�H[WHUQDO�LQÀXHQFHV�
RQ�HFRQRPLF� LQWHJUDWLRQ�DQG� UHJLRQDO� WUDGH� LQ�:HVW�$IULFD�� ,W� FRQFOXGHV�ZLWK�
SRVVLEOH�PHDQV� WR� RYHUFRPH� WKH� UHODWLYHO\� ORZ� OHYHOV� RI� LQWUD�UHJLRQDO� WUDGH�
ZLWKLQ�WKH�(&2:$6�HFRQRPLF�EORF�

Economic Blocs in West Africa

7KH� (FRQRPLF� &RPPXQLW\� RI� :HVW� $IULFDQ� 6WDWHV� �(&2:$6��� ZKLFK� ZDV�
IRXQGHG�RQ���WK�0D\�������LV�WKH�PDLQ�HFRQRPLF�EORF�LQ�:HVW�$IULFD��,W�LV�PDGH�
XS�RI�¿IWHHQ�:HVW�$IULFDQ�FRXQWULHV��QDPHO\��%HQLQ��%XUNLQD�)DVR��&DSH�9HUGH��
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&{WH�G¶,YRLUH��7KH�*DPELD��*KDQD��*XLQHD��*XLQHD�%LVVDX��/LEHULD��0DOL��1LJHU��
1LJHULD��6HQHJDO��6LHUUD�/HRQH�DQG�7RJR��$V�RQH�RI� WKH�SLOODUV�RI� WKH�$IULFDQ�
(FRQRPLF�&RPPXQLW\�� LW�KDV�EHHQ�SULPDULO\� WDVNHG�WR�DFKLHYH�FROOHFWLYH�VHOI�
VXI¿FLHQF\�IRU�LWV�PHPEHU�VWDWHV��E\�FUHDWLQJ�D�VLQJOH�ODUJH�WUDGLQJ�EORF�WKURXJK�
DQ� HFRQRPLF� DQG� WUDGLQJ� XQLRQ�� 2XWVLGH� RI� SHDFH�NHHSLQJ� PLVVLRQV� LQ� WKH�
UHJLRQ��ZKLFK�XVXDOO\�UHPLQGV�WKH�SHRSOH�LQ�WKH�VXE�UHJLRQ�RI�WKH�H[LVWHQFH�RI�
(&2:$6��(&2:$6�KDV�DFKLHYHG�YHU\�OLWWOH��

&RQVLGHULQJ� WKH�GLI¿FXOWLHV� LQ�SHQHWUDWLQJ� WKH�PDUNHWV�RI� WKH�FRXQWULHV�RI� WKH�
1RUWK��GXH�WR�WUDGH�EDUULHUV��HVSHFLDOO\�QRQ�WDULII�EDUULHUV��WKH�TXHVW�IRU�LQWHJUD-
WLRQ�ZDV�SHUFHLYHG�DV�RQH�RI�WKH�EHVW�PHDQV�WR�DWWDLQ�GHYHORSPHQW�REMHFWLYHV�
DQG�DGGUHVV�JOREDOL]DWLRQ�LVVXHV��=DQQRX���������<HW��\HDUV�DIWHU�LWV�HVWDEOLVK-
PHQW��WKH�(&2:$6�7UHDW\�KDG�WR�EH�UHYLVHG�LQ������WR�UHLQIRUFH�WKH�LQWHJUDWLRQ�
SURFHVV��7KH�UHYLVHG�WUHDW\�FUHDWHG�QHZ�HQWLWLHV�IRU�PRQLWRULQJ�DQG�UHIHUHHLQJ�
�WKH�&RXUW�RI�-XVWLFH�DQG�WKH�3DUOLDPHQW��DV�ZHOO�DV�QHZ�¿QDQFLDO�PHFKDQLVPV�
�(&'30�� ������� 7KH� QHZ� WUHDW\� DLPHG� WR� HQVXUH� WKH� HVWDEOLVKPHQW� RI� DQ�
HFRQRPLF�DQG�PRQHWDU\�XQLRQ��ZLWK�D�YLHZ�WR�ERRVWLQJ�HFRQRPLF�JURZWK�DQG�
GHYHORSPHQW�LQ�:HVW�$IULFD��'LRS�HW�DO���������=DQQRX���������7KLV�ZDV�WR�EH�
DFKLHYHG� WKURXJK� WKH� HOLPLQDWLRQ� RI� FXVWRPV� GXWLHV� RQ� LQWUD�(&2:$6� WUDGH�
DQG�WD[HV�RI�VLPLODU�HIIHFWV��WKURXJK�HVWDEOLVKPHQW�RI�D�FRPPRQ�H[WHUQDO�WDULII��
KDUPRQL]LQJ�HFRQRPLF�DQG�¿QDQFLDO�SROLFLHV��DQG�FUHDWLQJ�D�VLQJOH�PRQHWDU\�
]RQH�

:KLOH�PXFK�ZDV�H[SHFWHG�RI� WKH������7UHDW\�� LWV�RYHUDOO�DFKLHYHPHQWV�KDYH�
SURPSWHG� PDQ\� WR� TXHVWLRQ� ZKHWKHU� WKH� (&2:$6� 7UHDW\� QHHGV� IXUWKHU�
UHYLVLRQ��6HULHV�RI�UHIRUPDWLRQV��VLQFH�WKH������UHYLVLRQ��KDYH�IDLOHG�WR�PDNH�
DQ\�PHDQLQJIXO�LPSDFW��$OWKRXJK�(&2:$6�KDV�EHHQ�D�IUHH�WUDGH�]RQH�VLQFH�
������(&'30���������WKH�GHVLUH�WR�KDYH�HIIHFWLYH�LQWUD�FRPPXQLW\�WUDGH�LV�\HW�
WR�PDWHULDOL]H�DQG�LQWUD�:HVW�$IULFDQ�WUDGH�UHPDLQV�VWXQQLQJO\�ORZ��$FFRUGLQJ�WR�
&('($2��������DQG�=DQQRX���������WKH�VKDUH�RI�LQWUD�FRPPXQLW\�WUDGH�WR�WKH�
WRWDO�(&2:$6�WUDGH�YROXPH��LV�DURXQG����WR����SHUFHQW��7KLV�VKDUH�RI�LQWUD�
UHJLRQDO�WUDGH�DPRQJ�(&2:$6�FRXQWULHV�FRPSDUHV�IDYRUDEO\�WR�VHYHUDO�RWKHU�
UHJLRQDO�HFRQRPLF�FRPPXQLWLHV�������SHUFHQW�LQ�WKH�FDVH�RI�WKH�:HVW�$IULFDQ�
(FRQRPLF�DQG�0RQHWDU\�8QLRQ��:$(08��������SHUFHQW��($&�������SHUFHQW�LQ�
6RXWKHUQ�$IULFD�'HYHORSPHQW�&RPPXQLW\��6$'&��������SHUFHQW� IRU�6RXWKHUQ�
&RPPRQ� 0DUNHW� �0(5&2685��� ���� SHUFHQW� IRU� &DULEEHDQ� &RPPXQLW\�
�&$5,&20��DQG������SHUFHQW��$1'($1���+RZHYHU��LQWUD�UHJLRQDO�WUDGH�LQ�:HVW�
$IULFD�LV�IDU�EHORZ�WKH�(XURSHDQ�8QLRQ¶V������SHUFHQW�VKDUH�RI�RI�LQWUD�UHJLRQ�
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WUDGH�LQ�������5DKPDQ�HW�DO���������=DQQRX���������DQG�DERXW����SHUFHQW� LQ�
������0XUUD\��������

2WKHU�JURXSV�ZLWKLQ�WKH�(&2:$6�EORF�LQFOXGH�WKH�0DQR�5LYHU�8QLRQ��058���
ZKLFK�ZDV�FUHDWHG�LQ�������058�ZDV�LQLWLDOO\�FRPSRVHG�RI�/LEHULD�DQG�6LHUUD�
/HRQH�EXW�QRZ� LQFOXGHV�*XLQHD�DQG�&{WH�G¶,YRLUH��ZKLFK� MRLQHG� LQ������DQG�
����� UHVSHFWLYHO\�� ,Q� ������ DQRWKHU� UHJLRQDO� LQWHJUDWLRQ� LQLWLDWLYH�� WKH� :HVW�
$IULFDQ�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��:$(08��ZDV�FUHDWHG�LQ�WKH�FRQWH[W�RI�
WKH�GHYDOXDWLRQ�RI�WKH�&)$�IUDQF��=DQQRX���������:$(08�LQKHULWHG�PXFK�RI�LWV�
LQVWLWXWLRQDO�IUDPHZRUN�IURP�WKH�:HVW�$IULFDQ�0RQHWDU\�8QLRQ��FUHDWHG�LQ�������
DQG�WKH�:HVW�$IULFDQ�(FRQRPLF�&RPPXQLW\��FUHDWHG�LQ��������(&'30���������
:$(08�PHPEHUVKLS�LQFOXGHV�VHYHQ�)UHQFK�VSHDNLQJ�:HVW�$IULFDQ�FRXQWULHV�
IURP� WKH� IRUPHU�&)$� ]RQH� �%HQLQ�� %XUNLQD� )DVR�� &RWH�'¶,YRLUH��0DOL�� 1LJHU��
6HQHJDO�DQG�7RJR��DQG�*XLQHD�%LVVDX��:LWK�LWV�SROLWLFDO�DJHQGD�IRFXVHG�RQ�WKH�
FRQVROLGDWLRQ�RI�LWV�FXVWRPV�XQLRQ��DORQJ�ZLWK�WKH�LPSURYHPHQW��FRQYHUJHQFH�
and monitoring of national macroeconomic policies and the elaboration and 
LPSOHPHQWDWLRQ�RI�VHFWRU�SROLFLHV��WKH�:$(08�LV�WKH�PRVW�DGYDQFHG�UHJLRQDO�
LQWHJUDWLRQ�SURFHVV�LQ�:HVW�$IULFD��(&'30��������

$FFRUGLQJ�WR�1JDLGH���������DOWKRXJK�WKH�:$(08�LV�H[FOXVLYHO\�PDGH�XS�RI�
)UDQFRSKRQH�FRXQWULHV�LQ�:HVW�$IULFD��LW�UHSUHVHQWV�D�GHHSHQLQJ�RI�WKH�LQWHJUD-
WLRQ�SURFHVV�LQ�WKH�HQWLUH�VXE�UHJLRQ��+H�DGGV�WKDW�EDVHG�RQ�LWV�DFKLHYHPHQWV��
LQ� WHUPV� RI� H[FKDQJH� VWDELOL]DWLRQ� DQG� WKH� HVWDEOLVKPHQW� RI� FRPPRQ� DQG�
RUJDQL]HG�WDULII�UHJLPHV��:$(08�KDV�LQVSLUHG�UHVSHFW�IURP�ERWK�GRPHVWLF�DQG�
international donors and has demonstrated that obstacles to sub-regional inte-
JUDWLRQ�FDQ�EH�RYHUFRPH�ZKHQ�SOD\HUV�IRFXV�RQ�WKH�HVVHQWLDOV�RI�LQWHJUDWLRQ�
 
$QRWKHU� HFRQRPLF� JURXS�� WKH� (&2:$6� 0RQHWDU\� &RRSHUDWLRQ� 3URJUDP�
�(0&3���ZDV�DGRSWHG� LQ������ WR�FUHDWH�D�VLQJOH�PRQHWDU\�]RQH� LQ� WKH�VXE�
UHJLRQ��$V�SDUW� RI� HIIRUWV� WR� LPSOHPHQW� WKH�(0&3�� WKH�+HDGV�RI�6WDWH� RI� VL[�
(&2:$6� FRXQWULHV� GHFLGHG� LQ� ����� WR� HVWDEOLVK� D� VHFRQG� PRQHWDU\� ]RQH�
NQRZQ�DV�WKH�:HVW�$IULFDQ�0RQHWDU\�=RQH��:$0=���7KH�:$0=�LV�PDGH�XS�RI�
PRVWO\�$QJORSKRQH�FRXQWULHV�RI�WKH�:HVW�$IULFDQ�VXE�UHJLRQ��QDPHO\�1LJHULD��
*KDQD��6LHUUD� /HRQH��7KH�*DPELD�� DQG�/LEHULD� SOXV�*XLQHD�� QRQH�RI�ZKLFK�
DUH�PHPEHUV�RI� WKH�:$(08��7KHVH�FRXQWULHV�DFFRXQW� IRU�DERXW�����RI� WKH�
SRSXODWLRQ�LQ�WKH�(&2:$6�VXE�UHJLRQ��DV�ZHOO�DV�LWV�*'3��,Q�-DQXDU\�������LQ�
RUGHU�WR�KDVWHQ�WKH�UHDOL]DWLRQ�RI�:$0=�REMHFWLYHV����WKH�:HVW�$IULFDQ�0RQHWDU\�
,QVWLWXWH��:$0,��ZDV�HVWDEOLVKHG�WR�FRPPHQFH�SUHSDUDWRU\�ZRUN�WRZDUGV�WKH�
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LQWURGXFWLRQ� RI� D� VLQJOH� FXUUHQF\�DQG�D� FRPPRQ�FHQWUDO� EDQN� LQ� WKH�:$0=��
+RZHYHU��SHUVLVWHQW�IDLOXUHV�LQ�DFKLHYLQJ�FRQYHUJHQFH�FULWHULD�RXWOLQHG�IRU�WKH�
LQWURGXFWLRQ�RI�D�VLQJOH�FXUUHQF\��IRU�:$0=�]RQH��KDYH�UHQGHUHG�:$0=�YHU\�
LQHIIHFWLYH�WR�GDWH�

Structural Characteristics of Countries in West Africa

7KH�VWUXFWXUDO�FKDUDFWHULVWLFV�RI�FRXQWULHV�KDYH�EHHQ�GHVFULEHG�DV�RQH�RI�WKH�
PDLQ�GHWHUPLQDQWV�RI�RSHQ�UHJLRQDOLVP��)RURXWDQ��������� ,Q�VLWXDWLRQV�ZKHUH�
FRXQWULHV� DSSHDU� WR� KDYH� VLPLODU�PDFURHFRQRPLF� FKDUDFWHULVWLFV�� LW� EHFRPHV�
YHU\�HDV\�IRU�WKHP�WR�¿QDQFLDOO\�LQWHJUDWH��+RZHYHU��WKH�GLI¿FXOW\�RI�DFKLHYLQJ�
IUHH�H[FKDQJH�RI�JRRGV�DQG�VHUYLFHV�DPRQJ�WKHVH�FRXQWULHV�EHFRPHV�WULFN\�
LI� WKH\�SURGXFH�WKH�VDPH�H[SRUWDEOH�JRRGV��:H�GLVFXVV� LQ�WKLV�VHFWLRQ�VRPH�
VWUXFWXUDO�FKDUDFWHULVWLFV�RI�FRXQWULHV�LQ�:HVW�$IULFD��

)LJXUH����(VWLPDWHG�SURSRUWLRQ�RI�SHRSOH�OLYLQJ�LQ�WKH�YDULRXV 
(&2:$6�FRXQWULHV�LQ�����

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������

7KH�VL]H�RI�DQ�HFRQRP\�FDQ�H[SODLQ��WR�VRPH�H[WHQW��WKH�EHQH¿WV�LW�LV�OLNHO\�WR�
DWWDLQ� IURP� LQWHJUDWLRQ�DQG� IUHH� WUDGH��)LJXUH���DQG�$SSHQGL[��� LOOXVWUDWH� WKH�
VL]H�RI�WKH�HFRQRPLHV�LQ�WHUPV�RI�SURSRUWLRQ�RI�WKH�WRWDO�QXPEHU�RI�SHRSOH�OLYLQJ�
LQ�:HVW�$IULFD��2XW�RI�WKH�HVWLPDWHG�������PLOOLRQ�SHRSOH�LQ�WKH�VXE�UHJLRQ�LQ�
WKH�\HDU�������DOPRVW����SHUFHQW�ZHUH�UHSRUWHG�WR�EH�OLYLQJ�LQ�1LJHULD�DORQH��
*KDQD��WKH�VHFRQG�ODUJHVW�FRXQWU\�LQ�WHUPV�RI�SRSXODWLRQ�SRVVHVVHG�MXVW�DERXW�
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��SHUFHQW��7KLV�GLVWULEXWLRQ�VXJJHVWV�WKDW�1LJHULD�KDV�WKH�QHHGHG�PDUNHW�SRZHU�
WR�DWWUDFW�IRUHLJQ�LQYHVWPHQW�DQG�SRVVLEO\�SDUDGH�DV�D�VWURQJ�IRUFH�LQ�WKH�JORED-
OL]HG�HFRQRP\�RI�SRZHUV��7KHUHIRUH��1LJHULD�FRPSDUHG�WR�&DSH�9HUGH��WKH�OHDVW�
SRSXODWHG�FRXQWU\�LQ�WKH�UHJLRQ��PLJKW�QRW�EH�LQ�DV�VHULRXV�QHHG�RI�D�UHJLRQDO�
LQWHJUDWLRQ��

)LJXUH����*'3�LQ�FXUUHQW�ELOOLRQ�86��������

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������

,Q�WHUPV�RI�*URVV�'RPHVWLF�3URGXFW��*'3���VHH�)LJXUH���	�$SSHQGL[�����1LJHULD�
VWLOO�GRPLQDWHV�ZLWK�DERXW��������ELOOLRQ��RXW�RI�WKH�WRWDO�UHJLRQDO�*'3�RI��������
ELOOLRQ� UHFRUGHG� LQ� ������ 7KLV� UHSUHVHQWV� ����� SHUFHQW� RI� WKH� UHJLRQ¶V� *'3��
PDNLQJ�1LJHULD� D� SRWHQWLDO� SRZHU� WR� FRQWHQW�ZLWK� RWKHU� HFRQRPLF� SRZHUV� RI�
WKH�ZRUOG��+RZHYHU��SHU�FDSLWD�*'3�DV�VKRZQ�LQ�7DEOH���VXJJHVWV�WKDW�1LJHULD�
LV�HFRQRPLFDOO\�QRW� WRR�SRZHUIXO��7KH�FRXQWU\¶V�SHU�FDSLWD�*'3� LQ������ZDV�
WKH�WKLUG�KLJKHVW�LQ�WKH�UHJLRQ��DIWHU�WKDW�RI�&DSH�9HUGH�DQG�*KDQD��7KHUHIRUH�
1LJHULD�LV�RQO\�D�ORZ�PLGGOH�LQFRPH�FRXQWU\��ZLWK�WKH�SRWHQWLDO�IRU�IDVW�HFRQRPLF�
JURZWK�WKURXJK�UHJLRQDO�HFRQRPLF�LQWHJUDWLRQ��
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7DEOH����*'3�SHU�FDSLWD��FXUUHQW�86���

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�����

1HYHUWKHOHVV��D�JHQHUDO�WUHQG�DFURVV�WKH�FRXQWULHV�LQ�WKH�VXE�UHJLRQ�DV�VKRZQ�
LQ�7DEOH����LV�WKH�VLJQL¿FDQW�JURZWK�LQ�*'3�SHU�FDSLWD��VHH�$ODED���������$FURVV�
WKH�UHJLRQ�IRU�PDQ\�FRXQWULHV��JURZWK�RI�*'3�SHU�FDSLWD�KDV�GRXEOHG�RU�WULSOHG��
7KH�RXWOLHUV��LQ�WHUPV�RI�*'3�SHU�FDSLWD�JURZWK�DUH�*KDQD��1LJHULD�DQG�6HQHJDO��
,Q�WKH�FDVH�RI�*KDQD��*'3�SHU�FDSLWD�URVH�IURP�DERXW�86�����LQ������WR�DERXW�
86������LQ�������$�VLPLODU�WUHQG��WR�VRPH�H[WHQW��LV�REVHUYHG�LQ�1LJHULD�DQG�
6HQHJDO��

$�NH\�TXHVWLRQ�WR�FRQVLGHU��LV�WKH�H[WHQW�WR�ZKLFK�LQFUHDVLQJ�SURVSHULW\�DFURVV�
WKH� LQGLYLGXDO�FRXQWULHV� IDFLOLWDWHV�RU�KLQGHUV�HFRQRPLF�DQG� WUDGH� LQWHJUDWLRQ��
LQ�WKH�:HVW�$IULFDQ�VXE�UHJLRQ��$UJXDEO\��WKLV�VLWXDWLRQ�FRXOG�EH�GHVFULEHG�DV�
D� GRXEOH�HGJHG� VZRUG� ZKHUHE\� LQFUHDVLQJ� SURVSHULW\� UHLQIRUFHV� WKH� FXUUHQW�
FRQGLWLRQ��RU�WKH�VWDWXV�TXR��LQ�WHUPV�RI�ZHDN�WUDGH�DQG�HFRQRPLF�LQWHJUDWLRQ��
$V� FRXQWULHV� ¿QG� QR� FRPSHOOLQJ� UHDVRQ� WR� GLVFRQWLQXH� RU�ZHDNHQ� WKHLU� OLQNV�
ZLWK� WKHLU� FXUUHQW� WUDGLQJ� SDUWQHUV� RXWVLGH� RI� (&2:$6��2Q� WKH� RWKHU� KDQG��
LQFUHDVLQJ�SURVSHULW\�FRXOG�DFFHOHUDWH�DQG�GHHSHQ�WKH�SURFHVV�RI� LQWHJUDWLRQ�
DV�HFRQRPLF� LQIUDVWUXFWXUH� LV�GHYHORSHG� WR� IDFLOLWDWH� IXUWKHU�JURZWK�±� IXHOOLQJ�
UHJLRQDO�WUDGH�GLUHFWO\�RU�LQGLUHFWO\��

,QÀDWLRQ��D�PHDVXUH�RI�FRVW�RI� OLYLQJ� LQ�D�FRXQWU\�� LV�RQH�RI� WKH�FRQYHUJHQFH�
FULWHULD�EHLQJ�DGRSWHG�E\�:$0,� WR�PHDVXUH� WKH�GHJUHH�RI� XQLIRUPLW\� IRU� WKH�
SRVVLEOH�DGRSWLRQ�RI�D�VLQJOH�FXUUHQF\�LQ�WKH�:$0=�DQG�ODWHU�LQ�WKH�ZKROH�:HVW�
$IULFDQ� VXE�UHJLRQ�� 7DEOH� �� LQGLFDWHV� WKH� WUHQG� RI� DYHUDJH� LQÀDWLRQ� LQ�:HVW�
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$IULFDQ�FRXQWULHV� IRU� WKH�SHULRG������������ ,Q�EURDG� WHUPV�� WKH�7DEOH�VKRZV�
WKDW�WKH�FRVWV�RI�OLYLQJ�YDU\�DFURVV�FRXQWULHV�LQ�WKH�UHJLRQ��

7DEOH����$YHUDJH�LQÀDWLRQ��FRQVXPHU�SULFHV��DQQXDO����������������

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�����

$�VWULNLQJ�IHDWXUH�RI�7DEOH���LV�WKDW�DYHUDJH�DQQXDO� LQÀDWH�UDWHV�DSSHDU�WR�EH�
JHQHUDOO\�ORZ�DFURVV�WKH�)UDQFRSKRQH�:HVW�$IULFDQ�FRXQWULHV��FRPSDUHG�WR�WKH�
$QJORSKRQH�FRXQWULHV�RI� WKH� UHJLRQ��)RU� LQVWDQFH�� WKH�DYHUDJH� LQÀDWLRQ� UDWHV�
LQ������ZHUH�UHODWLYHO\�KLJK�IRU�6LHUUD�/HRQH��1LJHULD�DQG�*KDQD��WKH�UHJLRQ¶V�
WKUHH�NH\�HFRQRPLF�JLDQWV���:LWK�WKH�H[FHSWLRQ�RI�*XLQHD��ZLWK�DQQXDO�DYHUDJH�
LQÀDWLRQ� RI� ����� SHUFHQW�� DOO� WKH� RWKHU� )UDQFRSKRQH� FRXQWULHV� DQG� *XLQHD�
%LVVDX�KDYH�DQQXDO�LQÀDWLRQ�UDWHV�RI�OHVV�WKDQ�����SHUFHQW�LQ�������,Q�DGGLWLRQ��
WKH�DYHUDJH�LQÀDWH�UDWH�GLIIHUHQFHV�DPRQJ�WKH�)UDQFRSKRQH�FRXQWULHV�DUH�QRW�
WRR�VWULNLQJ�FRPSDUHG�WR�WKH�$QJORSKRQH�FRXQWULHV��7KLV�PHDQV�WKDW�ZKLOH�WKH�
FRVW�RI�OLYLQJ�DSSHDUV�WR�EH�VLPLODU�IRU�WKH�FRXQWULHV�LQ�)UDQFRSKRQH�:HVW�$IULFD��
LW�YDULHV�DFURVV�WKH�$QJORSKRQH�:HVW�$IULFDQ�FRXQWULHV��7KH�H[WHQW�WR�ZKLFK�WKLV�
WHQGHQF\�IDFLOLWDWHV�RU�KLQGHUV�UHJLRQDO�LQWHJUDWLRQ�LV�D�PDWWHU�\HW�WR�EH�H[SORUHG�

,QWHJUDWLRQ�DQG�IUHH�WUDGH�DPRQJ�HFRQRPLHV�LV�JUHDWO\�HQKDQFHG�E\�WKH�OHYHO�
RI�WHFKQRORJ\�DYDLODEOH��$FFRUGLQJ�WR�0XVVD���������WHFKQRORJ\�LV�RQH�RI�WKH�
LPSRUWDQW�IDFWRUV�ZKLFK�LQÀXHQFH�WKH�SDWWHUQ�DQG�SDFH�RI�HFRQRPLF�LQWHJUDWLRQ�
LQ�LWV�YDULRXV�GLPHQVLRQV��8VLQJ�WKH�QXPEHU�RI� LQWHUQHW�XVHUV�SHU�����SHRSOH�
DV�D�SUR[\�IRU�WHFKQRORJ\�XVH��LW�DSSHDUV�,&7�LV�\HW�WR�FDWFK�WKH�DWWHQWLRQ�RI�WKH�
SHRSOH�LQ�WKH�VXE�UHJLRQ��VHH�7DEOH�����+RZHYHU��WKHUH�VHHPV�WR�EH�DQ�HQFRX-
UDJLQJ�JURZLQJ�WUHQG�LQ�WHFKQRORJ\�XVH��HVSHFLDOO\�LQ�FRXQWULHV�VXFK�DV�&DSH�
9HUGH��1LJHULD�DQG�6HQHJDO��DQG�WR�D�OLPLWHG�H[WHQW�*KDQD�DQG�7KH�*DPELD�
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7DEOH����1XPEHU�RI�LQWHUQHW�XVHUV�SHU����

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�������(GLWLRQ�

7KH�UROH�RI�PRGHUQ�PHDQV�RI�FRPPXQLFDWLRQ��VXFK�DV�WKH�LQWHUQHW��DV�D�NH\�IDFL-
OLWDWRU�RI�WUDGH�DFURVV�ERUGHUV�FDQQRW�EH�RYHUHPSKDVL]HG��$FFRUGLQJ�WR�$ZRWZL�
DQG�2ZXVX� �������� WKH� LQFRUSRUDWLRQ�RI�ZHE�EDVHG� LQWHUQHW�DSSOLFDWLRQV�DQG�
RWKHU�LQIRUPDWLRQ�WHFKQRORJLHV��FRPELQHG�ZLWK�SURFHVVHV�WKDW�LPSOHPHQW�WKHVH�
WHFKQRORJLHV��HQKDQFH�DFFHVV�WR�DQG�GHOLYHU\�RI�LQIRUPDWLRQ�DQG�VHUYLFHV�WR�WKH�
SXEOLF�DQG�EXVLQHVV�HQWHUSULVHV��7KLV�EULQJV�DERXW�LPSURYHPHQWV�LQ�EXVLQHVV�
RSHUDWLRQV�DQG� WKXV�� IDFLOLWDWHV� WKH�SURFHVV�RI�HFRQRPLF�JURZWK�DQG�SRYHUW\�
UHGXFWLRQ��,Q�SULQFLSOH��ZHDN�,&7�WHFKQRORJ\�DQG�LWV�XVH�DPRQJVW�FRXQWULHV�RI�
WKH�:HVW�$IULFDQ�VXE�UHJLRQ��PD\�SDUWO\�DFFRXQW�IRU�WKH�UHODWLYHO\�ORZ�OHYHO�RI�
LQWUD�WUDGH�DPRQJ�WKH�FRXQWULHV�RI�WKH�UHJLRQ��

,W�KDV�EHHQ�DUJXHG�WKDW�UHJLRQDO�WUDGH�LV�IDFLOLWDWHG��WR�D�ODUJH�H[WHQW��LI�FRXQWULHV�
LQ�WKH�UHJLRQ�SURGXFH�FRPPRGLWLHV�RWKHUV�LQ�WKH�UHJLRQ�GR�QRW��EXW�DUH�LQ�QHHG�RI�
�$GHQLNLQMX�HW�DO���������)LJXUH���SURYLGHV�LQIRUPDWLRQ�RQ�WKH�DYHUDJH�PHUFKDQ-
GLVH�H[SRUWV�IRU�WKH�(&2:$6�FRXQWULHV�IRU�WKH�SHULRG������������7KH�¿JXUH�
UHYHDOV�WKH�RYHUZKHOPLQJ�SRVLWLRQ�RI�1LJHULD�DV�WKH�GRPLQDQW�HFRQRP\�LQ�:HVW�
$IULFD��ZLWK�DYHUDJH�PHUFKDQGLVH�H[SRUWV�RI�DOPRVW�86����ELOOLRQ�IRU�WKH�SHULRG��
�����������7KLV�LV�IROORZHG��WR�D�OLPLWHG�H[WHQW��E\�&DSH�9HUGH��DOPRVW�86������
ELOOLRQ���&RWH�G¶,YRLUH��DERXW�86�����ELOOLRQ��DQG�*KDQD��86�����ELOOLRQ���,QWH-
UHVWLQJO\��SHWUROHXP�SURGXFWV�GRPLQDWH�WKH�H[SRUWV�RI�WKH�ODVW�WZR�FRXQWULHV��,Q�
WKH�FDVH�RI�WKH�DYHUDJH�PHUFKDQGLVH�LPSRUWV�IRU�WKH�UHJLRQ�EHWZHHQ������DQG�
������VHH�)LJXUH�����1LJHULD�GRPLQDWHV�ZLWK�/LEHULD��*KDQD�DQG�&RWH�G¶,YRLUH�
IROORZLQJ�LQ�WKDW�RUGHU��7KLV�UHQGHUV�1LJHULD��&RWH�G¶,YRLUH�DQG�*KDQD�DV�YHU\�



Factors Shaping Economic Integration And Regional Trade

18

LPSRUWDQW�DJHQWV�IRU�WUDGH�DQG�HFRQRPLF�LQWHJUDWLRQ�LQ�WKH�VXE�UHJLRQ��DV�WKH\�
KDYH�UHODWLYHO\�KLJK�OHYHOV�RI�ERWK�PHUFKDQGLVH�H[SRUWV�DQG�LPSRUWV�

)LJXUH����$YHUDJH�PHUFKDQGLVH�H[SRUWV�����¶�86��������������

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������

)LJXUH����$YHUDJH�PHUFKDQGLVH�LPSRUWV��LQ�PLOOLRQ�86�������������

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������

7DEOH���VKRZV�PHUFKDQGLVH�WUDGH�DV�D�SURSRUWLRQ�RI�*'3�RI�WKH�:HVW�$IULFDQ�
FRXQWULHV��/LEHULD�WRSV�LQ�WKLV�FDWHJRU\�ZLWK�D�WUDGH�YROXPH�RI������SHUFHQW�RI�
WKH�FRXQWU\¶V�*'3��+RZHYHU��OLNH�PDQ\�GHYHORSLQJ�FRXQWULHV��/LEHULD¶V�WUDGH�LV�
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KXJHO\�LQÀXHQFHG�E\�H[SRUWV�DQG�WKH�WUHQG�RI�WKH�FRXQWU\¶V�YROXPH�RI�H[SRUWV�
GXULQJ� WKH� SDVW� GHFDGH� LV� TXLWH� GLVFRXUDJLQJ� �)LJXUH� ����$SDUW� IURP�%XUNLQD�
)DVR��ZKHUH� WKH�YROXPH�RI� WUDGH�KDG�DOZD\V�EHHQ� IDU�EHORZ����SHUFHQW�� DOO�
WKH�RWKHU�FRXQWULHV�KDYH�EHHQ�UHSRUWLQJ�WUDGH�YROXPHV�PRUH�WKDQ�KDOI�RI�WKHLU�
*'3V�

7DEOH����0HUFKDQGLVH�WUDGH����RI�*'3�

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�������(GLWLRQ�

)LJXUH� �� DQG� $SSHQGL[� �� VKRZ� WKH� WUHQG� DQG� OHYHO� RI� GLIIHUHQFH� DPRQJVW�
WKH� VWUXFWXUHV� RI� WKH� YDULRXV� HFRQRPLHV� LQ�:HVW�$IULFD�� IURP� ����� WR� ������
$SDUW� IURP� &DSH� 9HUGH� ���� ���� *XLQHD� �������� DQG� 6HQHJDO� ��������� DOO�
RWKHU�FRXQWULHV�JHQHUDWHG�JDLQHG�DW� OHDVW�D�TXDUWHU�RI� WKHLU�*'3� IURP�DFWLYL-
WLHV� LQ� WKH�DJULFXOWXUDO� VHFWRU��7KLV�PHDQV� WKDW�HFRQRPLHV� LQ�:HVW�$IULFD�DUH�
ODUJHO\�GHSHQGHQW�RQ�DJULFXOWXUH��$JULFXOWXUH�LV�WKH�PDLQ�VRXUFH�RI�LQFRPH�IRU�
���SHUFHQW�RI�WKH�UHJLRQ¶V�SRSXODWLRQ�DQG�VDWLV¿HV����SHUFHQW�RI�UHJLRQDO�IRRG�
QHHGV��$ODED��������

$FFRUGLQJ�WR�$ODED���������DJULFXOWXUH�SRVVHVVHV�WKH�PRVW�VLJQL¿FDQW�SRWHQWLDO�
WR� IRVWHU� UHJLRQDO� LQWHJUDWLRQ� LQ� :HVW� $IULFD�� GXH� WR� WKH� GLYHUVH� HFRORJLFDO�
HQGRZPHQWV�DQG� OLYHVWRFN�DQG�FURS�YDULHWLHV� WKDW�FXW�DFURVV�PDQ\�FRXQWULHV�
LQ�WKH�UHJLRQ��+H�DGGV�WKDW�DOWKRXJK�UHJLRQDO�DJULFXOWXUDO�SURGXFWLRQ�DQG�WUDGH�
KDYH� LPSURYHG� LQ� UHFHQW� GHFDGHV��PHDW�� GDLU\� DQG� FHUHDOV� VWLOO� UHPDLQ� KLJK�
RQ�WKH�LPSRUW�ELOOV�RI�FRXQWULHV��7KHVH�DJULFXOWXUDO�SURGXFWV��ZKLFK�DUH�PDLQO\�
LPSRUWHG� IURP�(XURSH��$VLD� DQG�1RUWK�$PHULFD�� UHSUHVHQW� DERXW� KDOI� RI� WKH�
UHJLRQDO�LPSRUWV�DQG�WKHLU�YDOXH�KDV�GRXEOHG�LQ�WKH�ODVW�GHFDGHV�
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<HW��WKHVH�DUH�SURGXFWV�ZKLFK�FDQ�EH�SURGXFHG�DQG�WUDGHG�DPRQJVW�FRXQWULHV�
ZLWKLQ� WKH�:HVW�$IULFDQ�VXE�UHJLRQ��ZLWK�SRVLWLYH�PXOWLSOLHU� FRQVHTXHQFHV� IRU�
UHJLRQDO�HFRQRPLF�JURZWK�DQG�SRYHUW\�UHGXFWLRQ��

)LJXUH����$YHUDJH�DJULFXOWXUH�YDOXH�DGGHG����*'3��������������

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�����

)DFWRUV�,QÀXHQFLQJ�5HJLRQDO�(FRQRPLF�,QWHJUDWLRQ�DQG�7UDGH

7KLV�VHFWLRQ�H[DPLQHV�WKH�WUHQGV�RI�VRPH�LPSRUWDQW�PDFURHFRQRPLF�YDULDEOHV��
LQ� RUGHU� WR� H[SODLQ� H[WHUQDO� LQÀXHQFHV� RQ� HFRQRPLF� LQWHJUDWLRQ� DQG� UHJLRQDO�
WUDGH�LQ�:HVW�$IULFD��,W�H[DPLQHV�H[WHUQDO�LQÀXHQFHV�RQ�HFRQRPLF�GHYHORSPHQW�
DQG� WUDGH� LQ� WKH� VXE�UHJLRQ�� VXFK� DV� WKH� JURZLQJ� GHEW� VWRFN�� WKH� FRQWLQXHG�
DWWDFKPHQW�WR�IRUPHU�FRORQLDO�PDVWHUV��WKH�HFRQRPLF�FRPPXQLW\¶V�ZHDN�OHJDO�
DQG�LQVWLWXWLRQDO�UHJLPHV�DQG�SRRU�LQIUDVWUXFWXUH�ZLWKLQ�DQG�DFURVV�FRXQWULHV�

Growing Debt Stock
We begin the discussions with the impact of the growing debt stocks owed 
WR�H[WHUQDO�HQWLWLHV�E\�WKH�PHPEHU�FRXQWULHV�RI�:HVW�$IULFD��+LVWRULFDOO\��:HVW�
$IULFDQ� HFRQRPLHV� DUH� QRWHG� IRU� WKHLU� HFRQRPLF� DOOLDQFHV� ZLWK� GHYHORSHG�
HFRQRPLHV�DQG�ZHVWHUQ�LQWHUQDWLRQDO�¿QDQFLDO�LQVWLWXWLRQV��HVSHFLDOO\�WKH�:RUOG�
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%DQN�DQG�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���)RU�LQVWDQFH��LQ�WKH�HDUO\�����V��
VRPH�FRXQWULHV� LQ� WKH� UHJLRQ�KDG� WR� VXEVFULEH� WR�:RUOG�%DQN�,0)�HFRQRPLF�
UHIRUPV��7KHVH�UHIRUPV�ZHUH�GHVLJQHG�LQ�OLJKW�RI�QHR�OLEHUDO�RUWKRGR[\��ZLWK�D�
SDUWLFXODUO\�RSWLPLVWLF�YLHZ�DERXW�WKH�HI¿FDF\�RI�WKH�PDUNHW�PHFKDQLVP��'RQNRU��
������$U\HHWH\�DQG�7DUS��������1XJHQW���������%\�LPSOLFDWLRQ�WKHUHIRUH��XSRQ�
VXEVFULSWLRQ� WR� WKH� UHIRUPV��D�FRXQWU\�ZDV�H[SHFWHG� WR� OLEHUDOL]H� LWV�¿QDQFLDO�
VHFWRU�� WR� WKH�VWDQGDUG�GHVLJQHG�E\� WKH�GRQRUV��7KLV�PHDQV� WKH�FRXQWULHV� LQ�
WKH�VXE�UHJLRQ�WKDW�ZHQW�XQGHU�WKH�(FRQRPLF�5HFRYHU\�3URJUDP��(53���KDG�WR�
RSHUDWH�XQGHU�WKH�GLUHFWLYHV�RI�:RUOG�%DQN�,0)�IRU�VRPH�\HDUV��6XFK�GLUHFWLYHV�
XVXDOO\�KDYH�QR� UHIHUHQFH� WR� WKH� WUHDWLHV�RI� UHJLRQDO�HFRQRPLF�JURXSV� LQ� WKH�
VXE�UHJLRQ��

$QRWKHU�HFRQRPLF�SURJUDPPH�GLUHFWO\�UHODWHG�WR�WKH�DFFXPXODWHG�GHEW�VWRFN��LV�
WKH�+HDYLO\�,QGHEWHG�3RRU�&RXQWULHV��+,3&��UHOLHI�LQLWLDWLYH��7KH�LQLWLDWLYH�FUHDWHG�
D�VHULHV�RI�FRQGLWLRQV�ZLWKLQ�ZKLFK�FRXQWULHV�VKRXOG�RSHUDWH�LQ�RUGHU�WR�UHFHLYH�
D�SDFNDJH�RI� GHEW� UHOLHI��7KHVH�GHEW� UHOLHI� SDFNDJHV�KDYH� WHUPV�DQG�FRQGL-
WLRQV�ZKLFK� FRPSURPLVH� ORFDO� DQG� UHJLRQDO� VWDQGDUGV�� DQG� WKHUHIRUH�H[SRVH�
GHEW�EXUGHQHG� FRXQWULHV� WR� LQÀXHQFHV�H[WHUQDO� WR� WKHLU� QDWLRQDO� DQG� UHJLRQDO�
ERXQGDULHV�� ,Q� VKRUW�� DV� ORQJ�DV� FRXQWULHV� LQ� WKH�VXE�UHJLRQ�DUH�SUHSDUHG� WR�
UHFHLYH�ORDQV��WKH\�PXVW�H[SHFW�H[WHUQDO�LQÀXHQFHV�IURP�GRQRUV��

)LJXUH��� LOOXVWUDWHV��VHH�DOVR�$SSHQGL[����WKH�DYHUDJH�H[WHUQDO�GHEW�VWRFN�DV�
D�SHUFHQWDJH�RI�HDFK�FRXQWU\¶V�*1,��IURP������WR�������/LEHULD�DQG�*XLQHD�
%LVVDX�OHG�LQ�WKLV�FDWHJRU\��,Q�WKH�FDVH�RI�/LEHULD��WKH�PDQDJHUV�RI�WKH�HFRQRP\�
PD\�QHHG�WR�GHGLFDWH�DERXW�¿YH�\HDUV�RI� WRWDO�JURVV�QDWLRQDO� LQFRPH�WR�GHEW�
UHSD\PHQW��LQ�RUGHU�WR�ZHDQ�WKHPVHOYHV�RXW�RI�H[WHUQDO�GLUHFWLYHV�

$�FORVH�REVHUYDWLRQ�RI�)LJXUH��� UHYHDOV� WKDW�DFURVV� WKH�FRXQWULHV�RI� WKH�:HVW�
$IULFD�VXE�UHJLRQ�DYHUDJH�GHEW�VWRFN�WR�*1,�UHPDLQV�KLJK��:KLOH�WKH�VLWXDWLRQ�IRU�
/LEHULD�DQG�*XLQHD�%LVVDX�LV�H[WUHPHO\�KLJK��LW�LV�DOVR�KLJK�LQ�FRXQWULHV�VXFK�DV�
&RWH�G¶,YRLUH��6LHUUD�/HRQH��7KH�*DPELD�DQG�7RJR��(YHQ�IRU�WKH�FRXQWU\�ZLWK�WKH�
ORZHVW�GHEW�VWRFN��&DSH�9HUGH��LWV�DYHUDJH�H[WHUQDO�GHEW�VWRFN�DV�D�SURSRUWLRQ�RI�
*1,�IRU�WKH�SHULRG������±�������ZDV�DOPRVW����SHUFHQW��,Q�OLJKW�RI�ZHDN�HFRQRPLF�
JURZWK�� WKHVH� GHEWV� DUH� OLNHO\� WR� EH� VHUYLFHG� DQG� UHSDLG� E\� IXUWKHU� ERUURZLQJ�
DQG�RU�XVLQJ�UHYHQXHV�JHQHUDWHG�IURP�H[SRUWV��,Q�ERWK�VFHQDULRV��WKH�LQWHJUDWLRQ�
SURMHFW�VWDQGV�WR�EH�FRPSURPLVHG�DV�UHVRXUFHV�WKURXJK�ERUURZLQJ�DUH�UHTXLUHG��
ZKLFK�FRPH�ZLWK�IXUWKHU�FRQGLWLRQV��RU�WKURXJK�IRUJRLQJ�LQ�FRXQWU\�LQYHVWPHQWV��
ZKLFK�FRXOG�KDYH�IDFLOLWDWHG�UHJLRQDO�LQWHJUDWLRQ��7KXV��DV�FRXQWULHV�VWUXJJOH�WR�
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XVH�WKHLU�OLPLWHG�UHVRXUFHV�WR�ZHDQ�WKHPVHOYHV�RII�IXUWKHU�GHEWV��WKH�SURVSHFW�RI�
GHHSHQLQJ�UHJLRQDO�LQWHJUDWLRQ�LV�OLNHO\�WR�EH�SXW�WR�WKH�EDFNEXUQHU��

)LJXUH����$YHUDJH�H[WHUQDO�GHEW�VWRFN����*1,�������������� 

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�����

Continuous Attachment to Colonial Masters
(YHQ�WKRXJK�LW�LV�UHFRJQL]HG�WKDW�LQ�UHFHQW�GHFDGHV��$IULFDQ�FRXQWULHV��LQFOXGLQJ�
FRXQWULHV� LQ� :HVW� $IULFD�� KDYH� GHYHORSHG� D� VWURQJ� DWWDFKPHQW� WR� WKH� QHZ�
JOREDO� SOD\HUV� RI� WKH� %5,&6�� WKHUH� LV� RYHUZKHOPLQJ� HYLGHQFH� RI� WKH� FRQWL-
QXRXV�LQÀXHQFH�FRORQLDO�PDVWHUV�H[HUW�RQ�WKHLU�IRUPHU�FRORQLHV�1�+RZHYHU��WKLV�
FRQGLWLRQ�SUHYDLOV�GXH�WR�WKH�IDLOXUH�RI�LQGHSHQGHQW�$IULFDQ�FRXQWULHV�WR�UHVWUXF-
WXUH�WKHLU�HFRQRPLHV��DV�ZHOO�DV�WKH�SRRU�JRYHUQDQFH�V\VWHPV�H[SHULHQFHG�E\�
PRVW�FRXQWULHV�LQ�WKH�SRVW�LQGHSHQGHQFH�HUD��1XJHQW���������7DEOH���VKRZV�WKH�
WUHQG�RI�QHW�ELODWHUDO�ÀRZ�RI�¿QDQFLDO�UHVRXUFHV�EHWZHHQ�)UDQFH�DQG�FRXQWULHV�
LQ�:HVW�$IULFD��,W�LV�FOHDU�IURP�7DEOH���WKDW�D�VLJQL¿FDQW�SURSRUWLRQ�RI�¿QDQFLDO�

��� 7KH�DQDO\VLV�KHUH�IRFXVHV�RQ�WKH�LQÀXHQFH�H[HUWHG�RQ�:HVW�$IULFDQ�FRXQWULHV�E\�WKHLU�IRUPHU�FR-
ORQLDO�PDVWHUV��7KLV��KRZHYHU��GRHV�QRW�LQ�DQ\�ZD\�EHOLWWOH�WKH�LQÀXHQFH�H[HUWHG�E\�RWKHU�JOREDO�
SOD\HUV��VXFK�DV�WKH�%5,&6��%UD]LO��5XVVLD��,QGLD��&KLQD�DQG�6RXWK�$IULFD���
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UHVRXUFHV�IURP�)UDQFH�JR�WR�LWV�IRUPHU�FRORQLHV��7KH�RQO\�H[FHSWLRQ�WR�WKH�WUHQG�
ZDV�WKH�ÀRZ�IURP�)UDQFH�WR�/LEHULD��LQ�WKH�\HDU�������-XVW�OLNH�)UDQFH�DQG�LWV�
IRUPHU�FRORQLHV��7DEOH���DOVR�UHSRUWV�WKDW�D�FKXQN�RI�QHW�ELODWHUDO�DLG�ÀRZ�IURP�
WKH�8QLWHG�.LQJGRP��8.��WR�WKH�HFRQRPLHV�LQ�WKH�:HVW�$IULFDQ�EORF�JR�SULQFL-
SDOO\�WR�WKH�8.¶V�WKUHH�IRUPHU�FRORQLHV��1LJHULD��*KDQD�DQG�6LHUUD�/HRQH�

:LWK�VXFK�D�KXJH�ELODWHUDO�ÀRZ�RI�DLG�� LW�GRHV�QRW�FRPH�DV�D�VXUSULVH�WR�VHH�
WKHVH�IRUPHU�)UHQFK��DQG�%ULWLVK�FRORQLHV�HFRQRPLFDOO\�DQG�SROLWLFDOO\�DOLJQHG�
WR�)UDQFH�DQG�%ULWDLQ�UHVSHFWLYHO\��+RZHYHU��WKH�XQÀLQFKLQJ�DOOLDQFH�EHWZHHQ�
WKH�FRORQLDO�PDVWHUV�DQG�WKHLU�IRUPHU�FRORQLHV�PD\�GDPDJH�HFRQRPLF�LQWHJUD-
WLRQ�DQG�UHJLRQDO�WUDGH�DPRQJVW�FRXQWULHV�LQ�WKH�VXE�UHJLRQ��7KLV�LV�DJDLQVW�WKH�
EDFNGURS�RI� WKH�HFRQRPLF�FRPPXQLW\¶V�ZHDN� OHJDO�DQG� LQVWLWXWLRQDO� UHJLPHV��
8QGHU� VXFK� FRQGLWLRQV�� FRXQWULHV� IHHO� HPEROGHQHG� WR� VLGH�VWHS� (&2:$6�
SULPDU\� ODZV� �WUHDW\� SURYLVLRQV� HVWDEOLVKLQJ� (&2:$6�� DQG� VHFRQGDU\� ODZV�
�FRPSRVHG�RI�DOO�RWKHU�OHJDO�LQVWUXPHQWV�SDVVHG�E\�(&2:$6���6DODPL��������

7DEOH����&RXQWU\�VKDUH�RI�WRWDO�QHW�ELODWHUDO�ÀRZV�IURP�)UDQFH�WR�(&2:$6����

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������

Liberal Trade Policies and Technical Obstacles for Regional Exchanges
:KLOH�WKHUH�LV�D�\HDUQLQJ�GHVLUH�WR�SXUVXH�UHJLRQDO�LQWHJUDWLRQ��WKH�SURFHVV�KDV�
EHHQ�FKDOOHQJHG�E\� OLEHUDO� WUDGH�SROLFLHV�DQG�WHFKQLFDO�REVWDFOHV�IRU�UHJLRQDO�
WUDGH��/LNH�PDQ\�FRXQWULHV�LQ�6XE�6DKDUDQ�$IULFD��HFRQRPLF�UHIRUPV�DQG�VWUXF-
WXUDO� DGMXVWPHQW� SURJUDPPHV� �6$3V�� VLQFH� WKH� PLG�����V� KDYH� UHVXOWHG� LQ�
:HVW�$IULFDQ�FRXQWULHV�DGRSWLQJ�D�OLEHUDOL]HG�HFRQRPLF�PRGHO�LQYROYLQJ�WKH�IUHH�
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LPSRUW�DQG�H[SRUW�RI�FRPPRGLWLHV��7KHVH� OLEHUDO� WUDGH�SROLFLHV�ZKLFK� IDYRUHG�
PDVVLYH�LPSRUWV�IURP�WKH�:HVW�DQG�$VLD��DUH�LQ�GLUHFW�FRPSHWLWLRQ�ZLWK�UHJLRQDO�
SURGXFWV��$FFRUGLQJ�WR�6RXOH���������UHJLRQDO�WUDGH�LV�IXUWKHU�KDPSHUHG�E\�WKH�
PXOWLSOLFDWLRQ�RI�FRQWURO�SRLQWV�DORQJ�QDWLRQDO�ERUGHUV��DV�ZHOO�DV�UDFNHWHHULQJ�
DQG�FRUUXSWLRQ�ZKLFK�LQFUHDVHV�WUDQVDFWLRQ�FRVWV��+H�DGGV�WKDW�UHFHQW�VWXGLHV�
KDYH� VKRZQ� H[WUHPHO\� KLJK� WUDQVDFWLRQ� FRVWV� RI� WKH� PDQ\� FRQWURO� SRLQWV� LQ�
:HVW�$IULFD�� ,W� LV� WKHUHIRUH�QR�ZRQGHU� WKDW�PDQ\�FRXQWULHV� LQ� WKH� UHJLRQ� ORRN�
HOVHZKHUH�LQ�WHUPV�RI�WUDGH�DQG�HFRQRPLF�H[FKDQJHV�

7DEOH����&RXQWU\�VKDUH�RI�WRWDO�QHW�ELODWHUDO�ÀRZV�IURP�8.�WR�(&2:$6����

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������

7DEOH����0HUFKDQGLVH�LPSRUWV�IURP�GHYHORSLQJ�HFRQRPLHV�ZLWKLQ�UHJLRQ
���WRWDO�PHUFKDQGLVH�LPSRUWV�

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������
7KH�HYLGHQFH�RI�H[WHUQDO�LQÀXHQFHV�RQ�HFRQRPLF�LQWHJUDWLRQ�DQG�WUDGH�LQ�:HVW�
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$IULFD�LV�LOOXVWUDWHG�E\�7DEOH����7KH�GDWD�IURP�7DEOH���VXJJHVWV�WKDW�RQO\������
SHUFHQW� RI� WRWDO� PHUFKDQGLVH� LPSRUWV� WR� WKH� UHJLRQ�� GXULQJ� WKH� ODVW� GHFDGH�
�����±�������DV�FRPLQJ�IURP�FRXQWULHV�ZLWKLQ�WKH�UHJLRQ��7KLV�PHDQV�D�VLJQL-
¿FDQW� DPRXQW� RI� LPSRUWV� FDPH� IURP� FRXQWULHV� RXWVLGH� WKH� UHJLRQ�� +RZHYHU��
WKH�)UHQFK�VSHDNLQJ�FRXQWULHV��:$(08��DSSHDU�WR�KDYH�UHFHLYHG�D�UHODWLYHO\�
higher number of imports from countries within the sub-region compared to 
/LEHULD��&DSH�9HUGH�DQG�1LJHULD��,Q�SDUWLFXODU��WKH�ORZ�UHJLRQDO�LPSRUWV�RI�1LJHULD�
DQG�&DSH�9HUGH�DUH�RI� LQWHUHVW��DV�ERWK�FRXQWULHV�DUH� UHJDUGHG�DV�SRWHQWLDO�
NH\�SURSHOOHUV�IRU�UHJLRQDO�HFRQRPLF�JURZWK�±�1LJHULD�IRU�LWV�ODUJH�PDUNHW�DQG�
HFRQRP\�DQG�&DSH�9HUGH�IRU�LWV�JURZLQJ�SHU�FDSLWD�LQFRPH�DQG�PDQXIDFWXULQJ�
EDVH�

7DEOH����0HUFKDQGLVH�H[SRUWV�WR�GHYHORSLQJ�HFRQRPLHV�ZLWKLQ�UHJLRQ
���WRWDO�PHUFKDQGLVH�H[SRUWV�

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV������

$GGLWLRQDOO\��PHUFKDQGLVH� H[SRUWV� �VHH�7DEOH� ��� IURP�:HVW�$IULFDQ� FRXQWULHV�
WR�FRXQWULHV�ZLWKLQ�WKH�UHJLRQ��GXULQJ�WKH�GHFDGH��ZHUH�QRW�YHU\�GLIIHUHQW�IURP�
PHUFKDQGLVH�LPSRUWV��0HPEHUV�RI�WKH�:$(08�DJDLQ�H[SRUWHG�UHODWLYHO\�KLJKHU�
SURSRUWLRQV�RI�WKHLU�WRWDO�PHUFKDQGLVH�H[SRUWV�WR�FRXQWULHV�ZLWKLQ�WKH�VXE�UHJLRQ��
7RJR��������1LJHU����������6HQHJDO����������&RWH�G¶,YRLUH���������DQG�%HQLQ�
���������&RPSDUHG�WR�:$(08�PHPEHUV��WKH�¿JXUHV�IURP�&DSH�9HUGH�DQG�WKH�
$QJOR�SKRQH�FRXQWULHV�RI�WKH�UHJLRQ�DUH�YHU\�ORZ��&DSH�9HUGH���������6LHUUD�
/HRQH���������/LEHULD���������1LJHULD���������*KDQD��������DQG�7KH�*DPELD�
��������&RPELQLQJ�ERWK�PHUFKDQGLVH�LPSRUWV�DQG�H[SRUWV��LW�FDQ�EH�GHGXFHG�
WKDW�WKH�)UHQFK�VSHDNLQJ�FRXQWULHV�KDYH�EHHQ�WUDGLQJ�H[WHQVLYHO\�DPRQJ�WKHP-
VHOYHV��7KH�H[WHQVLYH�XVH�RI�D�VLQJOH�FXUUHQF\�DPRQJVW�WKH�)UHQFK�FRXQWULHV�
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within the WAEMU framework and the lingering Anglophone and Francophone 
GLYLGH�FRXOG�SDUWO\�EH�IDFLOLWDWLQJ�IDFWRUV��$GGHG�WR�WKLV��DUH�WKH�SUHYDLOLQJ�OLEHUDO�
WUDGH�SROLFLHV�RI�FRXQWULHV�ZKLFK�IDYRU�WKH�PDVVLYH�LPSRUWDWLRQ�RI�JRRGV�LQWR�RI�
:HVW�$IULFD��DV�ZHOO�DV�WHFKQLFDO�GLI¿FXOWLHV�RI�FRQGXFWLQJ�WUDGH�DFURVV�QDWLRQDO�
ERUGHUV��6RXOH��������DV�QRWHG�HDUOLHU�

7DEOH����0HUFKDQGLVH�H[SRUWV�WR�KLJK�LQFRPH�HFRQRPLHV
���WRWDO�PHUFKDQGLVH�H[SRUWV�

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�����

7DEOH�����0HUFKDQGLVH�LPSRUWV�IURP�KLJK�LQFRPH�HFRQRPLHV�
���WRWDO�PHUFKDQGLVH�LPSRUWV�

6RXUFH��:RUOG�'HYHORSPHQW�,QGLFDWRUV�����
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&RQWUDU\� WR� WKH� ORZ� PHUFKDQGLVH� H[SRUWV� DQG� LPSRUWV� UHFRUGHG� GXULQJ� WKH�
GHFDGH� ������±�������� DPRQJVW� WKH�HFRQRPLHV�ZLWKLQ� WKH�:HVW�$IULFDQ� VXE�
UHJLRQ�� PHUFKDQGLVH� H[SRUWV� DQG� LPSRUWV� UHFRUGHG� GXULQJ� WKH� VDPH� SHULRG�
DPRQJVW�HFRQRPLHV�LQ�:HVW�$IULFD�DQG�KLJK�LQFRPH�HFRQRPLHV��DSSHDU�WR�EH�
YHU\�KLJK��VHH�7DEOHV���DQG������7KLV�PHDQV�WKDW�FRXQWULHV�LQ�WKH�VXE�UHJLRQ�
GR�H[SRUW�DQG�LPSRUW�D�VLJQL¿FDQW�SHUFHQWDJH�RI�WKHLU�WRWDO�PHUFKDQGLVH�H[SRUWV�
DQG�LPSRUWV�WR�DQG�IURP�KLJK�LQFRPH�FRXQWULHV��+RZHYHU��LQ�SHUFHQWDJH�WHUPV��
PHUFKDQGLVH�H[SRUWV�WR�WKH�KLJK�LQFRPH�HFRQRPLHV�RI�(XURSH��1RUWK�$PHULFD�
DQG�$VLD�DSSHDU�WR�EH�YHU\�KLJK�LQ�WKH�FDVH�RI�&DSH�9HUGH�DQG�WKH�$QJORSKRQH�
FRXQWULHV�RI�:HVW�$IULFD�

1HYHUWKHOHVV��D�FORVHU�ORRN�DW�7DEOH����UHYHDOV�WKDW�XQOLNH�PHUFKDQGLVH�H[SRUWV�
WR�KLJK�LQFRPH�HFRQRPLHV��ZKHUH� UHODWLYHO\�KLJKHU�¿JXUHV�ZHUH� UHFRUGHG� IRU�
&DSH�9HUGH� DQG� WKH�$QJORSKRQH� FRXQWULHV�� WKHUH� LV� VRPH� XQLIRUPLW\� DFURVV�
FRXQWULHV� LQ� WKH� VXE�UHJLRQ� ZLWK� UHVSHFW� WR� PHUFKDQGLVH� LPSRUWV�� :LWK� WKH�
H[FHSWLRQ�RI�&DSH�9HUGH�DQG�/LEHULD�� WKH�FRXQWU\�DYHUDJHV� IRU�)UDQFRSKRQH�
DQG�$QJORSKRQH�FRXQWULHV�DSSHDU�EH�IDLUO\�VLPLODU�

The Regional Economic Community’s Weak Legal and Institutional 
Regimes
$FFRUGLQJ� WR� 6DODPL� �������� PRVW� RI� WKH� VXE�UHJLRQDO� HFRQRPLF� LQWHJUDWLRQ�
DUUDQJHPHQWV��LQFOXGLQJ�(&2:$6��DLPHG�DW�HVWDEOLVKLQJ�D�FRPPRQ�FXVWRPV�
XQLRQ�DQG�PDUNHW��WKURXJK�WKH�DEROLWLRQ�RI�REVWDFOHV�WR�WKH�IUHH�PRYHPHQW�RI�
JRRGV��SHUVRQV��VHUYLFHV�DQG�FDSLWDO��KDYH�IDLOHG�GXH�WR�ZHDNQHVVHV� LQ�WKHLU�
OHJDO�DQG�LQVWLWXWLRQDO�IUDPHZRUN��+H�DGGV�WKDW�WKLV�ZHDN�OHJDO�DQG�LQVWLWXWLRQDO�
IUDPHZRUN�KDV�LPSDFWHG�QHJDWLYHO\�RQ�WKH�DELOLW\�RI�UHJLRQDO�HFRQRPLF�FRPPX-
QLWLHV�WR�DFKLHYH�WKHLU�JRDOV��

8VLQJ� WKH�(XURSHDQ�8QLRQ� �(8�� DV� D�PRGHO� IRU� UHJLRQDO� LQWHJUDWLRQ�� 6DODPL�
�������GHPRQVWUDWHV�ZK\�(&2:$6�DQG�RWKHU�VXE�UHJLRQDO�HFRQRPLF�FRPPX-
nities in Africa are weak due to the absence of legal and institutional frameworks 
ZKLFK�HQIRUFH�WKH�ODZV�DQG�UHJXODWLRQV�RI�WKH�RUJDQL]DWLRQV��,Q�SDUWLFXODU��6DODPL�
�������QRWHV�WKH�VLJQL¿FDQW�UROH�RI�WKH�(XURSHDQ�&RXUW�RI�-XVWLFH��(&-��LQ�WKH�
HIIHFWLYH�IXQFWLRQLQJ�RI�WKH�(8��$V�WKH�LQVWLWXWLRQ�FKDUJHG�ZLWK�WKH�LQWHUSUHWDWLRQ�
DQG�DSSOLFDWLRQ�RI�WKH�(&�WUHDW\��ERWK�SULPDU\�DQG�VHFRQGDU\�OHJLVODWLRQV���WKH�
(&-��DV�SDUW�RI� LWV� IXQFWLRQV��KDV� WKH�SRZHU� WR� LQWHUSUHW�(8� WUHDW\�SURYLVLRQV�
ZKHUH�QDWLRQDO�FRXUWV�RU� WULEXQDOV� IDLO� WR�GR�VR�� ,QGHHG�� UHIHUUDOV�RI� ODQGPDUN�
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FDVHV�WR�WKH�FRXUW�DQG�WKH�VXEVHTXHQW�LPSOHPHQWDWLRQ�RI�WKHVH�(&-�LQWHUSUH-
WDWLRQV�LQ�QDWLRQDO�MXULVGLFWLRQV��FRQ¿UP�WKH�H[LVWHQFH�RI�WKH�VXSUHPDF\�RI�(8�
ODZ��6DODPL��������

&OHDUO\�� OHJDO� DQG� LQVWLWXWLRQDO� IUDPHZRUNV� ZLWK� WKH� SRZHU� DQG� UHVRXUFHV� WR�
LQWHUSUHW�DQG�HQIRUFH�(&2:$6�SURYLVLRQV��DV�ZLWK�WKH�(8�(&-��DUH�FXUUHQWO\�
WKH� UDUH� FRQGLWLRQ� LQ�:HVW�$IULFD��$V� WKH� OHJDO� DQG� LQVWLWXWLRQDO� VWUXFWXUHV� RI�
(&2:$6�DUH�ODFNLQJ�DQ\�UHDO�SRZHU�WR�PDNH�PHPEHU�VWDWHV�FRPSO\�ZLWK�WKHLU�
WUHDW\�REOLJDWLRQV��RU�WKH�FDSDFLW\�WR�UXOH�DQG�HQIRUFH�FRQGLWLRQV�KLQGHULQJ�WKH�
GHYHORSPHQW�RI�D�FRPPRQ�PDUNHW�DQG�LQWHJUDWLRQ�SURFHVV��WKH�SURFHVV�LV�OHIW�WR�
WKH�ZKLPV�DQG�FDSULFHV�RI�LQGLYLGXDO�FRXQWULHV��+RZHYHU��WKHVH�FRXQWULHV�KDYH�
IHZ�LQFHQWLYHV�WR�GHHSHQ�WKH�SURFHVV�RI�LQWHJUDWLRQ��GXH�WR�WKH�FLUFXPVWDQFHV�
WKH\� ¿QG� WKHPVHOYHV� LQ�� QDPHO\� JURZLQJ� LQGHEWHGQHVV� DQG� WKH� HVWDEOLVKHG�
OLQNV�ZLWK�FRORQLDO�PDVWHUV� IRU�GHYHORSPHQW�DVVLVWDQFH��7KXV�� WKH�ZHDN� OHJDO�
DQG�LQVWLWXWLRQDO�IUDPHZRUN�RI�(&2:$6�LV�ERWK�D�FDXVH�DQG�FRQVHTXHQFH�RI�
H[WHUQDO�LQÀXHQFHV�DQG�ZHDN�UHJLRQDO�HFRQRPLF�LQWHJUDWLRQ�DQG�WUDGH�LQ�:HVW�
$IULFD��

Conclusion

It is clear from the ensuing discussions that trade and economic integration 
DPRQJ� FRXQWULHV� LQ� WKH� VXE� UHJLRQ� VWLOO� UHPDLQV� YHU\�ZHDN��&RXQWULHV� LQ� WKH�
UHJLRQ� UDWKHU�¿QG� LW�PRUH�FRQYHQLHQW� WR� WUDGH�ZLWK� WKH�KLJK�LQFRPH�FRXQWULHV�
LQVWHDG� RI� WUDGLQJ� ZLWK� WKHLU� FRXQWHUSDUWV� LQ� WKH� UHJLRQ�� 0RUHRYHU�� WKHVH�
FRXQWULHV� UHFHLYH�KLJKHU� IRUPV�RI� DVVLVWDQFH� IURP� WKH�KLJK�LQFRPH�FRXQWULHV�
DQG� WKHUHIRUH� XVH� WUDGH� DV� DQ� H[SUHVVLRQ� RI� JUDWLWXGH��7KH� VWXG\� DOVR� ¿QGV�
WKH� FRORQLDO� XPELOLFDO� FRUG� DV� YHU\� WLJKW�� HVSHFLDOO\� LQ� UHODWLRQ� WR� WKH� ÀRZ� RI�
DLG�DQG�FRQFOXGHV�WKDW�FRORQLDO�PDVWHUV�KDYH�JUHDWHU�LQÀXHQFH�RQ�WKHLU�IRUPHU�
FRORQLHV�FRPSDUHG�WR�WKH�LQÀXHQFH�RI�(&2:$6�RQ�WKH�LQGLYLGXDO�HFRQRPLHV�RI�
WKH�UHJLRQ��)XUWKHUPRUH��WKH�ZHDN�WUDGH�SDWWHUQ�DPRQJ�FRXQWULHV�LV�IDFLOLWDWHG�
E\� WKH�H[LVWLQJ� OLEHUDO� WUDGH�SROLFLHV�RI�PDQ\�FRXQWULHV�ZKLFK� IDYRXU�PDVVLYH�
LPSRUWDWLRQ�RI�JRRGV��LQFOXGLQJ� WKRVH�SURGXFHG� LQ� WKH�VXE�UHJLRQ���DQG�ZHDN�
OHJDO�DQG�LQVWLWXWLRQDO�IUDPHZRUN�IRU�HQVXULQJ�WKH�HQIRUFHPHQW�RI�WKH�(&2:$6�
WUHDW\��

1HYHUWKHOHVV�� D� VWURQJ� DQG�ZLGH� UDQJH� RI� RSSRUWXQLWLHV� H[LVWV� IRU� HFRQRPLF�
DQG� WUDGH� LQWHJUDWLRQ��HVSHFLDOO\� LQ� WKH�DUHD�RI�DJULFXOWXUDO�FRPPRGLWLHV��7KH�
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argument has been made that economic and trade integration in West Africa 
LV� ZHDN�� SHUKDSV� GXH� WR� VLPLODULWLHV� LQ� WKH� DJULFXOWXUDO� H[SRUW� FRPPRGLWLHV�
SURGXFHG�LQ�WKH�UHJLRQ��+RZHYHU��WKLV�DUJXPHQW�IDLOV�WR�DSSUHFLDWH�WKH�GLYHUVLW\�
RI�HFRORJLFDO�]RQHV�DQG�FXOWXUHV��DQG�SURGXFWLRQ�RI�D�ZLGH�UDQJH�RI�GLIIHUHQW�
DJULFXOWXUDO�FRPPRGLWLHV� LQFOXGLQJ�FHUHDOV� �PDL]H�� ULFH��PLOOHW��HWF���GDLU\�DQG�
PHDW��FXUUHQWO\�KLJK�RQ�WKH�LPSRUW�ELOOV�RI�PDQ\�FRXQWULHV�LQ�WKH�UHJLRQ��

+RZHYHU�� WKH� SURFHVV� RI� LQWHJUDWLRQ� LV� OLNHO\� WR� EH� KDVWHQHG� WKURXJK� WKH�
VWUHQJWKHQLQJ�RI� WKH� OHJDO�DQG� LQVWLWXWLRQDO� IUDPHZRUNV�RI�(&2:$6�DOORZLQJ�
UHJLRQDO�LQVWLWXWLRQV�WKH�FDSDFLW\�WR�UXOH�DQG�HQIRUFH�PHPEHU�VWDWHV�FRPSOLDQFH�
ZLWK�WKHLU�WUHDW\�REOLJDWLRQV��,Q�DGGLWLRQ��WKHUH�LV�WKH�QHHG�IRU�PHPEHU�VWDWHV�WR�
PDNH�FRQVFLRXV�HIIRUWV�WR�ORRVHQ�WKHLU�XPELOLFDO�FRUG�ZLWK�WKHLU�FRORQLDO�PDVWHUV��
Taking into account the entrenched nature of the existing relationships with 
FRORQLDO�PDVWHUV��WKLV�LV�QRW�JRLQJ�WR�EH�DQ�HDV\�WDVN��+RZHYHU��FKDQJH�ZLOO�RQO\�
come about if there is recognition among all member states of the crucial impor-
WDQFH�RI�UHJLRQDO�LQWHJUDWLRQ�WR�WKHLU�ORQJ�WHUP�VRFLR�HFRQRPLF�GHYHORSPHQW��
�����
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Sanoussi Bilal

([WHUQDO�,QÀXHQFHV�RQ�5HJLRQDO�,QWHJUDWLRQ�LQ�
West Africa: The Role of Third Parties

Introduction

7R�EH�VXFFHVVIXO�DQG�PHDQLQJIXO��UHJLRQDO�HFRQRPLF�LQWHJUDWLRQ�PXVW�¿UVW�DQG�
IRUHPRVW�EH�GULYHQ�E\�GRPHVWLF�IRUFHV��7KLV�LV�WUXH�DOVR�IRU�:HVW�$IULFD��1RQH-
WKHOHVV��UHJLRQDO�LQWHJUDWLRQ�GRHV�QRW�KDSSHQ�LQ�D�YDFXXP��1XPHURXV�IDFWRUV��
ranging from historical and geopolitical to economic and ideological factors in-
ÀXHQFH� WKLV� SURFHVV��$PRQJ� WKHVH� DUH� WKH� H[WHUQDO� SDUWQHUV� WR� WKH� UHJLRQDO�
JURXSLQJ��

,Q�WKH�FDVH�RI�:HVW�$IULFD��IRUPHU�FRORQLDO�SRZHUV��DQG�PRUH�EURDGO\�WKH�(X-
URSHDQ�8QLRQ� �(8��� KDYH�KDG�D� NH\� LPSDFW� RQ� WKH� FRQWRXUV�� VWUXFWXUH�� FRQ-
WHQW�DQG�G\QDPLFV�RI�:HVW�$IULFDQ�LQWHJUDWLRQ��%XW�WKH\�DUH�QRW�WKH�RQO\�RQHV��
)RU�LQVWDQFH��RWKHU�$IULFDQ�FRXQWULHV�UHJLRQV�DQG�WKH�$IULFDQ�8QLRQ��$8��KDYH�
DOVR�KDG�DQ�LQÀXHQFH��6R�KDYH�VRPH�LQWHUQDWLRQDO�RUJDQL]DWLRQV��,QFUHDVLQJO\��
HPHUJLQJ�SOD\HUV�PD\�SOD\�D�UROH�DV�ZHOO��DPRQJ�RWKHUV�

7KH�DLP�RI� WKLV�SDSHU� LV� WR�EULHÀ\�VNHWFK�VRPH�RI� WKH�NH\� LQÀXHQFHV�RI� WKLUG�
SDUWLHV�WR�WKH�UHJLRQDO�LQWHJUDWLRQ�SURFHVVHV�LQ�:HVW�$IULFD��,Q�WKLV�FRQWH[W��SDU-
WLFXODU�DWWHQWLRQ�LV�JLYHQ�WR�WKH�(XURSHDQ�LQÀXHQFH�RQ�:HVW�$IULFD��SRVLWLYH�RU�
QRW��ZKLFK�LV�WKHQ�SXW�LQ�SHUVSHFWLYH�ZLWK�RWKHU�LQÀXHQFHV��6HFWLRQ���ORRNV�DW�WKH�
LQÀXHQFH�RI�WKH�(XURSHDQ�8QLRQ�DV�D�UROH�PRGHO�DQG�VRXUFH�RI�LQVSLUDWLRQ�IRU�
LQWHJUDWLRQ�REMHFWLYHV�DQG�LQVWLWXWLRQDO�VHWWLQJ��ZKHUHDV�6HFWLRQ���KLJKOLJKWV�WKH�
(XURSHDQ�VXSSRUW��QRWDEO\�LQ�WHUPV�RI�GHYHORSPHQW�DVVLVWDQFH��WR�:HVW�$IULFDQ�
LQWHJUDWLRQ��6HFWLRQ������DQG���VNHWFK�WKH�UROHV�RI�RWKHU�LQWHUQDWLRQDO�SDUWQHUV��
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WKH�SDQ�$IULFDQ�G\QDPLFV�DQG�HPHUJLQJ�SOD\HUV��UHVSHFWLYHO\��6HFWLRQ���UHÀHFWV�
RQ�WKH�DPELWLRQV�RI�WKH�HFRQRPLF�SDUWQHUVKLS�DJUHHPHQWV�SURPRWHG�E\�WKH�(X-
URSHDQ�8QLRQ��DV�D�FRPSUHKHQVLYH�VHW�RI�UHIRUPV�G\QDPLFV�IRU�LQWHJUDWLRQ��DQG�
KRZ�LW�FDQ�EDFN¿UH��)LQDOO\��6HFWLRQ���FRQFOXGHV�E\�VWUHVVLQJ�WKH�SULPDU\�UROH�RI�
HQGRJHQRXV�G\QDPLFV�LQ�:HVW�$IULFDQ�UHJLRQDO�LQWHJUDWLRQ��ZKLFK�FDQ�DW�EHVW�
RQO\�EH�DFFRPSDQLHG�E\�WKLUG�SDUWLHV��QRW�PRUH�

7KH�(XURSHDQ�,QÀXHQFH

7KH�H[SHULHQFH�RI�WKH�(XURSHDQ�LQWHJUDWLRQ�KDV�EHHQ�ZLGHO\�SHUFHLYHG�DV�QRW�
MXVW�DQ�H[DPSOH��EXW�DOVR�D�PRGHO� IRU�UHJLRQDO� LQWHJUDWLRQ�� ,QGHHG�� LQ�YLHZ�RI�
LWV�ORQJ�KLVWRU\��EURDG�VFRSH��IXUWKHU�GHHSHQLQJ�DQG�VXFFHVVLYH�HQODUJHPHQWV��
WKH�(XURSHDQ�8QLRQ�KDV�EHHQ�SHUFHLYHG�DV�WKH�V\PERO�RI�UHJLRQDO�LQWHJUDWLRQ��
$QG�ZKLOH�UHSOLFDWLRQ�LV�QHYHU�DQ�REMHFWLYH��WKH�(8�LV�RIWHQ�UHIHUUHG�WR�DV�D�SRV-
VLEOH�DVSLUDWLRQ��RU�DW�OHDVW�SRLQW�RI�UHIHUHQFH��QRWDEO\�LQ�WHUPV�RI�LWV�LQVWLWXWLRQDO�
VHWWLQJ�DQG�SROLF\�FRYHUDJH��,Q�WKLV�VHQVH��WKH�(8�KDV�VWURQJO\�LQÀXHQFHG�WKH�
UHFHQW�LQWHJUDWLRQ�SURFHVV�LQ�:HVW�$IULFD�

&RQVLGHU� ¿UVW� WKH� LQVWLWXWLRQDO� VHWWLQJ��7KH�:HVW�$IULFDQ�(FRQRPLF�DQG�0RQ-
HWDU\�8QLRQ� �8(02$��DQG� WKH�(FRQRPLF�&RPPXQLW\�RI�:HVW�$IULFDQ�6WDWHV�
�(&2:$6��KDYH�DGRSWHG�VRPH�RI�WKH�QRUPV��OHJDO�SURYLVLRQV��LQVWLWXWLRQV�DQG�
SROLFLHV�VLPLODU�WR�WKRVH�RI�WKH�(8��7KLV�GHYHORSPHQW�FDQ�EH�WUDFHG�EDFN�IURP�
WKH�FRORQLDO�SDVW�RI�WKLV�UHJLRQ�DQG�LWV�FXOWXUDO��SROLWLFDO�DQG�HFRQRPLF�FORVH�WLHV�
ZLWK�)UDQFH��/LNH�LQ�(XURSH��:HVW�$IULFDQ�HFRQRPLF�LQWHJUDWLRQ�LV�SHUFHLYHG�DV�
D�WRRO�WR�SXUVXH�GHHSHU�IRUPV�RI�LQWHJUDWLRQ�ZLWK�EURDGHU�REMHFWLYHV�
 
8(02$�DQG�(&2:$6�KDYH� VRPH�RI� WKH� NH\� FKDUDFWHULVWLFV� DORQJ� WKH� OLQHV�
RI� WKH�(8� LQVWLWXWLRQDO�VHWWLQJ� �VHH�$QQH[�����D� UHJLRQDO�&RPPLVVLRQ��&RXQFLO�
�+HDGV� RI� 6WDWHV� DQG� 0LQLVWHUV��� UHJLRQDO� 3DUOLDPHQWDU\� $VVHPEO\�� UHJLRQDO�
&RXUW�RI�-XVWLFH��FRPSOHPHQWHG�E\�D�&RXUW�RI�$XGLWRUV�LQ�8(02$��DQ�(FRQRPLF�
DQG�6RFLDO�&RXQFLO�&RPPLWWHH��D�UHJLRQDO�FHQWUDO�EDQN�DQG�GHYHORSPHQW�EDQN��,W�
LV�DOVR�ZRUWK�SRLQWLQJ�WKDW�WKH�8(02$�7UHDW\�LV�LQVSLUHG�E\�WKH�0DDVWULFKW�7UHDW\�

7KLV�LV�QRW�WR�VD\�WKDW�WKH�(XURSHDQ�DQG�:HVW�$IULFDQ�LQVWLWXWLRQV�DUH�H[DFWO\�
WKH�VDPH��7KHLU�SRZHUV�DQG�IXQFWLRQLQJ�GLIIHU��DV�GRHV�WKHLU�OHYHO�RI�LQWHJUDWLRQ��
+RZHYHU��WKH�FORVHU�LQWHJUDWLRQ�EHWZHHQ�(&2:$6�DQG�8(02$��ZKLFK�DUH�LQ�
WKH� SURFHVV� RI� IRUPLQJ� D� FRPPRQ� FXVWRPV� XQLRQ� DQG�PRQHWDU\� XQLRQ�� DOVR�
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FDOOV�IRU�DQ�DGDSWDWLRQ�DQG�IXUWKHU�VWUHQJWKHQLQJ�RI�WKHLU�LQVWLWXWLRQV��ZKLFK�DUH�
LQVSLUHG�E\�WKH�(8�H[SHULHQFH��

2QH�VKRXOG�VWUHVV� WKH�NH\� UROH�RI�)UDQFH��DQG�QRZ� WKH�(8�� LQ� WKH�PRQHWDU\�
XQLRQ�RI�8(02$��7KH�HVWDEOLVKPHQW�RI�WKH�)UDQF�&)$�]RQH�LV�WKH�GLUHFW�UHVXOW�
RI�WKH�ZLOO�WR�NHHS�WKH�PRQHWDU\�WLH�ZLWK�)UDQFH�IROORZLQJ�WKH�LQGHSHQGHQFH�RI�
PDQ\�IRUPHU�)UHQFK�FRORQLHV��6LPLODUO\��WKH�FUHDWLRQ�RI�WKH�8(02$�LV�OLQNHG�WR�
D�����GHYDOXDWLRQ�RI�WKH�:HVW�$IULFD�&)$�)UDQF��:LWK�WKH�FUHDWLRQ�RI�WKH�(XUR��
WKH�&)$�)UDQF�LV�QR�ORQJHU�VROHO\�WLHG�WR�WKH�)UHQFK�7UHDVXU\�DQG�LWV�)UHQFK�
)UDQF��EXW�WR�WKH�(XURSHDQ�&HQWUDO�%DQN�DQG�WKH�(XUR��

2QH�RI�WKH�(XURSHDQ�LQÀXHQFHV�RQ�:HVW�$IULFDQ�LQWHJUDWLRQ�UHVXOWV�WKXV�IURP�
LWV�KLVWRULFDO�WLHV�ZLWK�WKH�UHJLRQ��LWV�JHRJUDSKLFDO�SUR[LPLW\�DQG�LWV�FXOWXUDO��HFR-
QRPLF�DQG�SROLWLFDO�FRQQHFWLRQV�DQG�WKH�DWWUDFWLYHQHVV�RI�WKH�(XURSHDQ�PRGHO�
RI�LQWHJUDWLRQ��7KLV�PD\�WKXV�SDUWO\�H[SODLQ�WKH�VWURQJ�HPSKDVLV�RQ�LQVWLWXWLRQDO�
and deep economic integration in the West African agenda of regional integra-
WLRQ��DV�RSSRVHG�WR�D�PRUH�DG�KRF�RU�SUDJPDWLF�DSSURDFK�WR�HFRQRPLF�LQWHJUD-
WLRQ�IRFXVHG�RQ�HIIHFWLYHO\�ORZHULQJ�EDUULHUV�WR�LQWHJUDWLRQ�DQG�LPSURYLQJ�LQIUD-
VWUXFWXUH�WLHV��DV�VRPHZKDW�SXUVXHG�LQ�$VLD�IRU�LQVWDQFH��

EU Support to West Africa

7KH� (XURSHDQ� 8QLRQ� VWURQJO\� EHOLHYHV� LQ� WKH� PHULWV� RI� UHJLRQDO� LQWHJUDWLRQ��
LQFOXGLQJ�DV�D� WRRO� IRU�GHYHORSPHQW��$FFRUGLQJ� WR� WKH�(XURSHDQ�&RPPLVVLRQ�
�(&���UHJLRQDO�LQWHJUDWLRQ�DPRQJ�GHYHORSLQJ�FRXQWULHV��LI�FDUULHG�RXW�LQ�D�WUDQV-
SDUHQW�DQG�RSHQ�PDQQHU��L�H��RSHQ�UHJLRQDOLVP���FRQWULEXWHV�WR�WKHLU�LQWHJUDWLRQ�
LQ� WKH�ZRUOG�HFRQRP\�DQG�SOD\V�D� NH\� UROH� LQ� FRQÀLFW� SUHYHQWLRQ�DQG�SHDFH�
FRQVROLGDWLRQ��(XURSHDQ�&RPPLVVLRQ���������������7KHUHIRUH��WKH�(8��³LQ�OLJKW�
RI� LWV�H[SHULHQFH�DQG�RI� WKH� LQVWUXPHQWV�DW� LWV�GLVSRVDO´�� SURYLGHV�VXSSRUW� WR�
GHYHORSLQJ�FRXQWULHV�LQ�WKHLU�UHJLRQDO�LQLWLDWLYH��&RXQFLO�RI�WKH�(XURSHDQ�8QLRQ�
DQG�(XURSHDQ�&RPPLVVLRQ���������

7KH�(XURSHDQ�3DUOLDPHQW�DOVR�VKDUHV�WKH�YLHZ�RI�WKH�(XURSHDQ�&RPPLVVLRQ�
DQG�&RXQFLO�RQ�WKH�LPSRUWDQW�UROH�WKDW�UHJLRQDO�LQWHJUDWLRQ�DQG�IUHH�WUDGH�DJUHH-
PHQWV�FDQ�SOD\�³LQ�WKH�HVWDEOLVKPHQW�RI�D�PRUH�HTXLWDEOH�ZRUOG�WUDGH�V\VWHP´�
DQG�WKHUHIRUH�IXOO\�VXSSRUW�DQG�HQFRXUDJH�UHJLRQDO�LQWHJUDWLRQ�DPRQJ�GHYHORS-
LQJ�FRXQWULHV��(XURSHDQ�3DUOLDPHQW��������S������
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7KLV�VXSSRUW�WR�UHJLRQDO� LQWHJUDWLRQ�LQLWLDWLYHV�WDNHV�YDULRXV�IRUPV��,W� LV�SDUW�D�
SROLWLFDO�VXSSRUW�RQ�WKH�SULQFLSOHV�RI�UHJLRQDO�LQWHJUDWLRQ��7KDW�LV��WKH�(8�VKRXOG�
HPEUDFH�DQG�IDFLOLWDWH�RSHQ�UHJLRQDO� LQWHJUDWLRQ� LQLWLDWLYHV�DPRQJ�GHYHORSLQJ�
FRXQWULHV��ZKLFK�DUH�SHUFHLYHG�DV�D�FRPSOHPHQW�WR�PXOWLODWHUDO�WUDGH�LQWHJUD-
WLRQ��,Q�WKLV�FRQWH[W��WKH�(8�LV�DOVR�ZLOOLQJ�WR�VKDUH�LWV�H[SHULHQFH�RQ�UHJLRQDO�
LQWHJUDWLRQ�PDWWHUV�ZLWK�GHYHORSLQJ�FRXQWULHV��DFNQRZOHGJLQJ�WKDW�HDFK�UHJLRQ�
KDV�LWV�VSHFL¿FLWLHV��

7KLV�LV�H[DFWO\�ZKDW�WKH�(8�LV�GRLQJ�IRU�:HVW�$IULFD��7KH�(&�KDV�XVHG�(FRQRPLF�
Partnership Agreement (EPA) as one of the main trade tools to support regional 
LQWHJUDWLRQ��VHH�6HFWLRQ�����%HVLGHV�WKLV�µSROLWLFDO�VXSSRUW¶�DQG�H[SHULHQFH�VKDU-
LQJ�� WKH�(8�KDV�DOVR�FRPPLWWHG�D�VL]HDEOH�VKDUH�RI� LWV�GHYHORSPHQW�DLG�DQG�
WHFKQLFDO�DVVLVWDQFH�WR�UHJLRQDO�VXSSRUW��ZKLFK�LV�RQH�RI�WKH�VL[�SULRULW\�DUHDV�RI�
LWV�GHYHORSPHQW�DVVLVWDQFH�

7KH�(XURSHDQ�&RPPLVVLRQ�VXSSRUW�WR�:HVW�$IULFD�IRFXVHV�RQ�SULRULW\�DUHDV�VXFK�
DV�EXLOGLQJ�UHJLRQDO�PDUNHWV��LQFOXGLQJ�RQ�VHUYLFHV�DQG�LQYHVWPHQW��IDFLOLWDWLQJ�
EXVLQHVV�GHYHORSPHQW�E\�LPSURYLQJ�WKH�UHJXODWRU\�HQYLURQPHQW��VWUHQJWKHQLQJ�
SURGXFWLYH�FDSDFLWLHV��DQG�HQFRXUDJLQJ�WKH�PRELOL]DWLRQ�RI�FDSLWDO��FRQQHFWLQJ�
UHJLRQDO�LQIUDVWUXFWXUH�QHWZRUNV��QRWDEO\�WKURXJK�WKH�,QIUDVWUXFWXUH�7UXVW�)XQG���
FRQWULEXWLQJ�WR�LPSURYH�IRRG�VHFXULW\��QRWDEO\�E\�VXSSRUWLQJ�WKH�(&2:$6�&RP-
PRQ�$JULFXOWXUDO�3ROLF\��(&2:$3��DQG�WKH�&RPSUHKHQVLYH�$IULFD�$JULFXOWXUDO�
'HYHORSPHQW�3URJUDPPH��&$$'3���VWUHQJWKHQLQJ�UHJLRQDO�LQVWLWXWLRQV�E\�SUR-
YLGLQJ� WHFKQLFDO� DVVLVWDQFH�DQG� FDSDFLW\� EXLOGLQJ�SURJUDPPHV�DV�ZHOO� DV�E\�
LPSURYLQJ�QDWLRQDO�LQVWLWXWLRQDO�FDSDFLWLHV��LPSURYLQJ�UHJLRQDO�JRYHUQDQFH�DQG�
FRRSHUDWLRQ� IRU� SHDFH�DQG� VHFXULW\�� LQFOXGLQJ� LQ� HIIRUWV� WR� DGGUHVV� WHUURULVP��
SLUDF\��RUJDQL]HG�FULPH��GUXJ� WUDI¿FNLQJ�DQG�KXPDQ� WUDI¿FNLQJ��DV�ZHOO�DV�E\�
VXSSRUWLQJ�HIIRUWV� �QRWDEO\�E\� WKH�$8�DQG� WKH�8QLWHG�1DWLRQV�� LQ�SHDFH�FRQ-
VROLGDWLRQ�DQG�SRVW�FRQÀLFW�UHFRQVWUXFWLRQ��DQG�GHYHORSLQJ�UHJLRQDO�SROLFLHV�IRU�
VXVWDLQDEOH�GHYHORSPHQW��HVSHFLDOO\�ZLWK�UHJDUGV�WR�WKH�FRPPRQ�PDQDJHPHQW�
RI�QDWXUDO�UHVRXUFHV��PLJUDWLRQ�DQG�VRFLDO�FRKHVLRQ��

5HJDUGLQJ�¿QDQFLDO�DVVLVWDQFH��WKH���WK�(XURSHDQ�'HYHORSPHQW�)XQG��(')���
ZKLFK� FRYHUV� WKH� SHULRG� ����������� FXUUHQWO\� FRQVWLWXWHV� WKH� SULPDU\� LQVWUX-
PHQW�RI�(8�VXSSRUW�WR�UHJLRQDO� LQWHJUDWLRQ�LQ�:HVW�$IULFD��7KH�UHJLRQDO�IXQGV�
WKXV�UHFHLYHG�KDYH�WKH�RYHUDOO�REMHFWLYHV�WR�SURPRWH�UHJLRQDO�LQWHJUDWLRQ�DV�D�
PHDQV�WR�UHGXFH�SRYHUW\��SURPRWH�HFRQRPLF�JURZWK��DQG�IDYRXU�SHDFH�DQG�VH-
FXULW\��,Q�:HVW�$IULFD��¼����PLOOLRQ�KDV�EHHQ�FRPPLWWHG�WR�WKH�5HJLRQDO�,QGLFD-
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WLYH�3URJUDPPH��5,3���$V�LOOXVWUDWHG�LQ�7DEOH����RXW�RI�WKHVH��¼����PLOOLRQ�EHHQ�
DOORFDWHG�WR�WKH�VSHFL¿F�REMHFWLYH�RI�µGHHSHQLQJ�UHJLRQDO�LQWHJUDWLRQ��VWUHQJWKH-
QLQJ�FRPSHWLWLYHQHVV�DQG�LPSOHPHQWLQJ�WKH�(3$��VHH�7DEOH���IRU�D�VSHFL¿F�DUWL-
FXODWLRQ�RI�WKHVH�REMHFWLYHV���WKH�UHVW�LV�GHGLFDWHG�WR�LPSURYH�JRRG�JRYHUQDQFH�
DQG�UHJLRQDO�VWDELOLW\�DQG� WR�¿QDQFH�RWKHU�SURJUDPPHV�VXFK�DV�HQYLURQPHQW�
DQG�VXSSRUW�WR�QRQ�VWDWH�DFWRUV��

7DEOH����5HJLRQDO�,QGLFDWLYH�3URJUDPPH�IRU�:HVW�$IULFD���������

Type of support Amount 
(€m)

)RFDO�VHFWRU�,��'HHSHQLQJ�RI�UHJLRQDO�LQWHJUDWLRQ��
VWUHQJWKHQLQJ�RI�FRPSHWLWLYHQHVV�DQG�LPSOHPHQWDWLRQ�RI�
the EPA

418

)RFDO�VHFWRU�,,��&RQVROLGDWLRQ�RI�JRRG�JRYHUQDQFH�DQG�
UHJLRQDO�VWDELOLW\ 119

2WKHU�SURJUDPPHV��WKDW�FRXOG�LQFOXGH�VXSSRUW�WR�QRQ�VWDWH�
actors) 60

Total 597
 
6RXUFH��(XURSHDQ�8QLRQ��������European Community – West Africa. Regional Strategy Paper and 
Regional Indicative Programme 2008 – 2013.�>SGI@�$YDLODEOH�DW��KWWS���HF�HXURSD�HX�GHYHORSPHQW�
LFHQWHU�UHSRVLWRU\�6FDQQHGBU��BUVSB���������BHQ�SGI!

7KH�UHVSHFWLYH�1DWLRQDO�,QGLFDWLYH�3URJUDPPHV��1,3V��IRU�:HVW�$IULFDQ�FRXQ-
WULHV�XQGHU�WKH���WK�(')�DOVR�DOORFDWH�¼����PLOOLRQ�IRU�VXSSRUW�LQ�WKH�DUHDV�RI�
WUDGH�UHODWHG�DVVLVWDQFH�DQG�¼������ELOOLRQ�IRU�LQIUDVWUXFWXUH��ZKLFK�WR�D�ODUJH�
H[WHQW�DOVR�FRQWULEXWHV�WR�IRVWHU�UHJLRQDO�LQWHJUDWLRQ�

http://ec.europa.eu/development/icenter/repository/Scanned_r10_rsp_2007-2013_en.pdf
http://ec.europa.eu/development/icenter/repository/Scanned_r10_rsp_2007-2013_en.pdf
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7DEOH����)RFDO�6HFWRU���RI�WKH�5,3�IRU�:HVW�$IULFD�����������

Global 
objective

'HHSHQLQJ�RI�UHJLRQDO�LQWHJUDWLRQ��VWUHQJWKHQLQJ�RI�
FRPSHWLWLYHQHVV�DQG�LPSOHPHQWDWLRQ�RI�WKH�(3$

6SHFL¿F�
objectives

6XSSRUW�WKH�UHJLRQ�LQ�

a) &RQWLQXLQJ�WKH�UHJLRQDO�LQWHJUDWLRQ�SURFHVV�WKURXJK�WKH�
implementation of reforms to come to a common mar-
NHW�DQG�WKH�FRQVROLGDWLRQ�RI�PDFUR�HFRQRPLF�VWDELOLW\

a) $VVXUH�WKH�HIIHFWLYH�LPSOHPHQWDWLRQ�RI�WKH�(3$�E\�
SUR¿WLQJ�IXOO\�RI�WKH�H[SHFWHG�SRVLWLYH�HIIHFWV�DQG�
PLQLPL]LQJ�SRVVLEOH�DGMXVWPHQW�FRVWV

b) 6WUHQJWKHQ�WKH�FRPSHWLWLYHQHVV�RI�SURGXFWLYH�VHFWRUV�
and the network of regional infrastructure 

Expected 
results

7KH�H[SHFWHG�UHVXOWV�RI�WKH�5,3�DUH�WKH�IROORZLQJ� 

a) FXVWRPV�XQLRQ�XQGHU�(&2:$6�FUHDWHG�
b) LQWUD�FRPPXQLW\�WUDGH�LQFUHDVHG
c) common market strengthened
d) EPA being implemented
e) export capacities of the region strengthened
f) IRRG�VHFXULW\�LPSURYHG
g) ¿VFDO�UHIRUPV�LPSOHPHQWHG�DQG�¿VFDO�HIIHFWV�RI�WKH� 
      EPA compensated
h) knowledge of challenges for regional integration in  
������NH\�SURGXFWLYH�VHFWRUV�VWUHQJWKHQHG
a) PDQDJHPHQW�RI�UHJLRQDO�URDG�LQIUDVWUXFWXUH�LPSURYHG�

Intervention 
areas

7KH�PDLQ�LQWHUYHQWLRQ�DUHDV�IRU�WKH�IRFDO�DUHD�DUH�

a) 'HHSHQLQJ�RI�UHJLRQDO�LQWHJUDWLRQ
b) )RRG�VHFXULW\
c) (3$�SURJUDPPHV�IRU�GHYHORSPHQW�DQG� 
������LPSURYHPHQW�RI�FRPSHWLWLYHQHVV
d) &RQWLQXLQJ�VXSSRUW�WR�UHJLRQDO�SROLF\�RI�LQWHU� 
������FRQQHFWLYLW\�DQG�VWUHQJWKHQLQJ�RI�LQIUDVWUXFWXUH
e) ,QVWLWXWLRQDO�VXSSRUW�WR�HFRQRPLF�JRYHUQDQFH

 

Source: (XURSHDQ�8QLRQ��������European Community – West Africa. Regional Strategy Paper and 
Regional Indicative Programme 2008 – 2013��VHH�7DEOH���
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,Q�DGGLWLRQ�WR�WKHVH�LQVWUXPHQWV��WKHUH�DUH�DOVR�D�QXPEHU�RI�(8�ZLGH�,QVWLWXWLRQV�
DQG�,QLWLDWLYHV�WKDW�PLJKW�SRWHQWLDOO\�SURYLGH�VXSSRUW� WR� WKH�3$3('�LQ�FRPLQJ�
\HDUV��PRVW�QRWDEO\�DV�WKH�(XURSHDQ�,QYHVWPHQW�%DQN��(,%��DQG�WKH�(8�$IULFD�
,QIUDVWUXFWXUH�)XQG��7KH�(,%�IRU�H[DPSOH�PDQDJHV�WKH�,QYHVWPHQW�)DFLOLW\�HV-
WDEOLVKHG�XQGHU�WKH�&RWRQRX�3DUWQHUVKLS�$JUHHPHQW��)RU�WKH�SHULRG����������
¼����ELOOLRQ�DUH�DYDLODEOH��7KLV�LV�LQ�DGGLWLRQ�WR�WKH�VLJQL¿FDQW�OHYHO�RI�IXQGV�VWLOO�
DYDLODEOH�IURP�WKH�(')��WUDQFKH��ZKLFK�ZDV�RULJLQDOO\�VHW�DW�¼��ELOOLRQ���DV�ZHOO�
DV�DQ�DGGLWLRQDO�¼��ELOOLRQ�ZKLFK�LW�FDQ�OHQG�WR�$&3�FRXQWULHV�IURP�LWV�RZQ�UH-
VRXUFHV��7KH�(8�,QIUDVWUXFWXUH�)XQG�LQFOXGHV�FRQWULEXWLRQV�IURP�WKH�(XURSHDQ�
&RPPLVVLRQ�DQG�(8�PHPEHU�VWDWHV�

7KHUH�LV�DOVR�GLUHFW�VXSSRUW�E\�(8�PHPEHU�VWDWHV�WKURXJK�WKHLU�ELODWHUDO�GHYHO-
RSPHQW� FRRSHUDWLRQ�SURJUDPPHV��SDUWLFXODUO\� DW� WKH�QDWLRQDO� OHYHO� LQ�SDUWQHU�
FRXQWULHV�LQ�:HVW�$IULFD��EXW�LQFUHDVLQJO\�DOVR�DW�WKH�UHJLRQDO�OHYHO��LQ�VXSSRUW�
RI� UHJLRQDO� LQVWLWXWLRQV� �H�J�� (&2:$6� DQG� 8(02$�� DQG� SURJUDPPHV� �H�J��
(&2:$3�±�WKH�(&2:$6�$JULFXOWXUDO�3ROLF\��

International Support to West African Integration

,W�LV�LPSRUWDQW�WR�UHFRJQL]H�WKDW�LI�(XURSH�LV�D�PDMRU�VRXUFH�RI�¿QDQFLDO�VXSSRUW�
WR�UHJLRQDO�LQWHJUDWLRQ�LQ�:HVW�$IULFD��LW�LV�E\�IDU�QRW�WKH�RQO\�RQH��'DWD�DUH�QR-
WRULRXVO\�GLI¿FXOW�WR�REWDLQ�RQ�UHJLRQDO�DLG��7KH�PRVW�FRPSUHKHQVLYH�VRXUFH�RI�
LQIRUPDWLRQ�KRZHYHU�FDQ�PRVW�SUREDEO\�EH�IRXQG�E\�IRFXVLQJ�RQ�DLG�IRU�WUDGH�
�$I7��� DQ� LPSRUWDQW� GLPHQVLRQ�RI� HFRQRPLF� LQWHJUDWLRQ��$V�D� UHVXOW� RI� UHFHQW�
FRPPLWPHQWV�DQG�LQFUHDVHG�DWWHQWLRQ�WR�$I7�DPRQJVW�GRQRUV��OHYHOV�RI�UHVRXUF-
HV� GHYRWHG� WR� WUDGH�UHODWHG� SURMHFWV� KDYH�ZLWQHVVHG� VLJQL¿FDQW� LQFUHDVHV� LQ�
UHFHQW�\HDUV��$V�LOOXVWUDWHG�LQ�)LJXUH����$I7�ÀRZV�WR�:HVW�$IULFD�KDYH�LQFUHDVHG�
VLJQL¿FDQWO\�IURP�86����P�LQ�������WR�86������P�LQ�������DQ�DYHUDJH�QRPL-
QDO�JURZWK�UDWH�RI�PRUH�WKDQ����SHU�FHQW�SHU�DQQXP���2YHU�WKH�VDPH�SHULRG��$I7�
IURP�WKH�(8��(&�DQG�0HPEHU�6WDWHV��WR�:HVW�$IULFD�KDV�PRUH�WKDQ�WULSOHG�LQ�
QRPLQDO�GROODU�WHUPV��IURP�86����P�WR�86�������,W�LV�DOVR�ZRUWK�QRWLQJ�WKDW�WKH�
ODUJHVW�LQFUHDVHV�KDYH�WDNHQ�SODFH�LQ������DQG�������DV�WKH������$I7�LQLWLDWLYH�
EHJDQ�WR�EH�LPSOHPHQWHG�LQ�HDUQHVW�

0XOWLODWHUDO�,QVWLWXWLRQV�DQG�)DFLOLWLHV��VXFK�DV�WKH�:RUOG�%DQN��WKH�$IULFDQ�'H-
YHORSPHQW�%DQN�DQG�81�DJHQFLHV��DV�ZHOO�DV�WKH�(QKDQFHG�,QWHJUDWHG�)UDPH-
ZRUN�KDYH�GHOLYHUHG�VXEVWDQWLDO�DVVLVWDQFH�WR�:HVW�$IULFDQ�FRXQWULHV��7KHLU�UROH�
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KDV�EHHQ�SUHGRPLQDQW�QRW�RQO\�LQ�WHUPV�RI�¿QDQFLDO�DVVLVWDQFH��EXW�DOVR�WHFKQL-
FDO�DVVLVWDQFH��SROLF\�DGYLFH�DQG�NQRZOHGJH�SDUWQHUV��

)LJXUH����$LG�IRU�7UDGH�WR�:HVW�$IULFD�����������

Source:�2(&'�'$&��������QWIDS Query Wizard for International Development Statistics, Aid for 
Trade Activities��$PRXQWV�DUH� IRU�FRPPLWPHQWV�� LQ�FXUUHQW�86���DPRXQWV� IRU������DUH�EDVHG�RQ�
SURYLVLRQDO�GDWD� 

,QWHUHVWLQJO\��WKH�EXON�RI�WKH�DVVLVWDQFH�WR�HFRQRPLF�LQWHJUDWLRQ�LV�WDNLQJ�SODFH�
DW�WKH�QDWLRQDO�OHYHO��QRW�WKH�UHJLRQDO�RQH��$V�D�UHVXOW��VRPH�:HVW�$IULFDQ�FRXQ-
WULHV�KDYH�UHFHLYHG�SURSRUWLRQDOO\�JUHDWHU�VXSSRUW�IRU�HFRQRPLF�LQWHJUDWLRQ�WKDQ�
RWKHUV�

&RQVLGHULQJ�WKH�$I7�SHU�FDSLWD��)LJXUH���KHOSV�LGHQWLI\�SRVVLEOH�µ$LG�IRU�7UDGH�
RUSKDQV¶��H�J��&RWH�G¶,YRLUH��*DPELD�DQG�7RJR��WKDW�UHFHLYH�PXFK�OHVV�$I7�RQ�
DYHUDJH�ZKHQ�FRPSDUHG�WR�PRUH�IDYRXUHG�FRXQWULHV��H�J��%HQLQ��0DOL��0DXULWD-
QLD�DQG�6HQHJDO���7KLV�FDOOV�IRU�D�JUHDWHU�DWWHQWLRQ�E\�DOO�GRQRUV�WR�WKH�VXSSRUW�
SURYLGHG� WR� UHJLRQDO� LQWHJUDWLRQ� DQG� D� JUHDWHU� FRKHUHQFH� EHWZHHQ� GRPHVWLF�
DJHQGD��DW�WKH�QDWLRQDO�DQG�UHJLRQDO�OHYHOV��DQG�WKH�VXSSRUW�UHFHLYHG�

The African Dimension

7KH�UHJLRQDO� LQWHJUDWLRQ�SURFHVV� LQ�:HVW�$IULFD�FDQQRW�EH�IXOO\�DSSUHFLDWHG� LI�
WDNHQ�LQ�LVRODWLRQ��,QVWHDG��LW� LV�SDUW�RI�D�EURDGHU�$IULFDQ�G\QDPLFV�WR�LQWHJUD-
WLRQ��%HVLGHV�WKH�KLVWRULFDO�GLPHQVLRQ�DQG�VRPHZKDW�DUELWUDU\�QDWLRQDO�ERUGHUV�
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UHVXOWLQJ�IURP�LWV�FRORQLDO�SDVW��:HVW�$IULFD�LV�SDUW�DQG�SDUFHO�RI�WKH�SDQ�$IULFDQ�
LQWHJUDWLRQ�SURFHVV��7KLV� LV� WUXH� LQ� WHUPV�RI�G\QDPLFV�DV�ZHOO�DV� LQVWLWXWLRQDO�
VHWWLQJ��

)LJXUH����$LG�IRU�7UDGH�µ'DUOLQJV¶�DQG�µ2USKDQV¶�LQ�:HVW�$IULFD������

1RWH��'DWD�DUH�SURYLVLRQDO��(8� ����(8�PHPEHUV�RI�WKH�'$&
6RXUFH��2(&'��$I7�GDWD���,0)��SRSXODWLRQ�DQG�*'3���DXWKRUµV�FDOFXODWLRQV��

,Q�WKLV�UHVSHFW��WKH�$IULFDQ�8QLRQ�LV�SOD\LQJ�DQ�LQFUHDVLQJO\�LPSRUWDQW�UROH��7KH�
$8�KDV�UHFRJQL]HG�RQO\���UHJLRQDO�HFRQRPLF�FRPPXQLWLHV��5(&V��DV�EXLOGLQJ�
EORFV� WR� WKH�SDQ�$IULFDQ� LQWHJUDWLRQ��$PRQJ� WKHP�¿JXUHV�(&2:$6��%XW�8(-
02$��WKH�VWLOO�PRUH�GHHSO\�LQWHJUDWHG�UHJLRQ��LV�QRW�LQFOXGHG��7KH�UDWLRQDOH�LV�
QRW�WR�GHQ\�WKH�DFKLHYHPHQWV�RI�8(02$��2Q�WKH�FRQWUDU\��WKH�SULQFLSOH�DGRSWHG�
LV�RQH�IDYRXULQJ�WKH�GHHSHU�LQWHJUDWLRQ�RI�:HVW�$IULFD�XQGHU�WKH�(&2:$6�XP-
EUHOOD�EXW�EXLOGLQJ�RQ�8(02$¶V�DFKLHYHPHQWV��

Pan-African integration remains an ambitious and somewhat distant pro-
JUDPPH��%XW�UHFHQW�GHYHORSPHQWV�KDYH�FRQWULEXWHG�WR�SDYH�WKH�ZD\�WR�FRQFUHWH�
SURJUHVV��7KH� WZR�$8�6XPPLW�RI�+HDG�RI�6WDWHV� LQ������KDYH�SXW� µERRVWLQJ�
LQWUD�$IULFD�WUDGH´�RQ�WRS�RI�WKH�DJHQGD��7KH�REMHFWLYH�LV�WR�IDVW�WUDFN�WKH�PRYH�
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WRZDUGV�JUHDWHU�HIIHFWLYH�LQWHJUDWLRQ��PDNLQJ�FRQFUHWH�VWHSV�WR�VLJQL¿FDQWO\�UH-
GXFH�EDUULHUV�DQG�YDULRXV�LPSHGLPHQWV�WR�WUDGH�DPRQJ�$IULFDQ�QDWLRQV��ZLWKLQ�
DQG�DPRQJ�5(&V��:KLOH�WKH�VHWWLQJ�RI�WKH�&RQWLQHQWDO�)UHH�7UDGH�$JUHHPHQW�
�&)7$��E\������LV�XQOLNHO\�WR�EH�DFKLHYHG�LQ�WLPH��LW�PDUNV�D�FOHDU�LQGLFDWLRQ�RI�
UHQHZHG�SROLWLFDO�ZLOO�WR�NHHS�UHJLRQDO�LQWHJUDWLRQ�KLJK�RQ�WKH�DJHQGD��

,Q� WKLV� FRQWH[W�� WKH�G\QDPLFV�RI� WKH�7ULSDUWLWH�)UHH�7UDGH�$JUHHPHQW� �7)7$��
DPRQJ�WKH�&RPPRQ�0DUNHW�IRU�(DVWHUQ�DQG�6RXWKHUQ�$IULFD��&20(6$���WKH�
(DVW�$IULFDQ�&RPPXQLW\��($&��DQG�WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RP-
PXQLW\��6$'&���PD\�KDYH�D�VLJQL¿FDQW�EHDULQJ�RQ�:HVW�$IULFDQ�LQWHJUDWLRQ�DV�
ZHOO��/DXQFKHG�E\�WKH�+HDGV�RI�6WDWHV�RI�WKH�WKUHH�5(&V�LQ�.DPSDOD�LQ�������
WKH�7)7$�KDV�WKUHH�SLOODUV��PDUNHW�LQWHJUDWLRQ��LQIUDVWUXFWXUH�GHYHORSPHQW��DQG�
LQGXVWULDOL]DWLRQ��

7KH�SRWHQWLDO�LQÀXHQFH�RQ�:HVW�$IULFD�LV�WZRIROG��)LUVW��WKH�7)7$�SHUFHLYHG�DW�WKH�
SDQ�$IULFDQ�OHYHO�KDV�D�NH\�SLOODU�WR�WKH�&)7$��:HVW�$IULFD�KDV�EHHQ�NHHQ�VLQFH�
WR�EH�SHUFHLYHG�DV� WKH�RWKHU�PDLQ�SLOODU�RI� WKH�$8� LQWHJUDWLRQ�SURFHVV��EXLOG-
LQJ�RQ�LWV�8(02$�(&2:$6�LQWHJUDWLRQ�D[LV�DQG�LWV�GHHS�LQWHJUDWLRQ�DJHQGD��
7KHUH�PD\�WKXV�EH�D�VHQVH�RI�HPXODWLRQ�EHWZHHQ�:HVW�$IULFD�DQG�WKH�&)7$��
DV�ZHOO�DV�VKDULQJ�RI�H[SHULHQFH��7KH�$8�PD\�WKXV�EHFRPH�D�PRUH�G\QDPLF�
IRUXP�IRU�LQWHUDFWLRQ�DPRQJ�WKH�5(&V��7KH�VHFRQG�SRVVLEOH�LQÀXHQFH�PD\�EH�
WR�EURDGHQ�WKH�IRFXV�IURP�WKH�UHPRYDO�RI�WUDGH�EDUULHUV�DQG�WKH�HVWDEOLVKPHQW�
RI�FRPPRQ�H[WHUQDO�WDULIIV��WR�WKH�HIIHFWLYH�LQWHJUDWLRQ�DJHQGD��ZLWK�JUHDWHU�DW-
WHQWLRQ�SDLG�WR�WKH�GHYHORSPHQW�RI�FURVV�ERUGHU�LQIUDVWUXFWXUHV�DQG�HQKDQFHG�
SURGXFWLYH�FDSDFLW\��QRWDEO\�E\�IRVWHULQJ�UHJLRQDO�YDOXH�FKDLQV��7KLV�PLJKW�EH�
WUDQVODWHG�DJDLQ�LQ�:HVW�$IULFD�E\�JUHDWHU�DWWHQWLRQ�WR�UHJLRQDO�SURJUDPPH�LP-
SOHPHQWDWLRQ�DV�D�NH\�FRPSOHPHQW�WR�LQVWLWXWLRQDO�DQG�SROLF\�LQWHJUDWLRQ�

The Role of Emerging Players

7KH�ULVLQJ� LQÀXHQFH�RI�HPHUJLQJ�HFRQRPLHV�VXFK�DV�&KLQD��%UD]LO�� ,QGLD�DQG�
RWKHUV�LV�DOVR�VWURQJO\�IHOW�LQ�:HVW�$IULFD��,Q�FRQVLGHULQJ�WKH�UROH�RI�VXFK�HPHUJ-
LQJ�SOD\HUV� LQ� WKH� LQWHJUDWLRQ�SURFHVV�RI�:HVW�$IULFD�� WZR�NH\�FKDUDFWHULVWLFV�
PXVW�EH�NHSW�LQ�PLQG��)LUVW��HPHUJLQJ�SOD\HUV�DUH�QRW�GRQRUV��DQG�WKRXJK�VRPH�
WUDGLWLRQDO�GRQRUV� OLNH�WR�UHIHU� WR� WKHP�DV� µHPHUJLQJ�GRQRUV¶�� WKH\�GR�QRW�VHH�
WKHPVHOYHV�DV�VXFK��,QVWHDG��6RXWK�6RXWK�FRRSHUDWLRQ�LV�WKH�GRPLQDQW�IUDPH-
ZRUN�RI�UHIHUHQFH��IRU�ZKLFK�DLG�KDV�OLWWOH�UHOHYDQFH��&RQVLGHULQJ�DLG�ÀRZV�DQG�
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WUDGLWLRQDO�GHYHORSPHQW�FRRSHUDWLRQ�IUDPHZRUNV��DV�GRQH�LV�6HFWLRQ���DQG���IRU�
LQVWDQFH��ZRXOG�EH�VWURQJO\�PLVOHDGLQJ��6HFRQG��PRVW�HPHUJLQJ�SOD\HUV�KDYH�
HQJDJHG�LQ�6RXWK�6RXWK�FRRSHUDWLRQ�LQ�D�ELODWHUDO�ZD\��FRXQWU\�WR�FRXQWU\�UHOD-
WLRQV��VR�IDU�VRPHZKDW�QHJOHFWLQJ�WKH�UHJLRQDO�GLPHQVLRQ�RI�FRRSHUDWLRQ��7KH�
PDLQ�H[FHSWLRQ�RI�FRXUVH�LV�WKH�SDQ�$IULFDQ�HQJDJHPHQW�RI�&KLQD�DQG�,QGLD�IRU�
LQVWDQFH��LQ�DUHQDV�VXFK�DV�WKH�)RUXP�RQ�&KLQD�$IULFD�&RRSHUDWLRQ��)2&$&���
WKH�,QGLD�$IULFD�6XPPLWV�DQG�,QGLD�$IULFD�%XVLQHVV�&RXQFLO��%XW�WKHVH�UHPDLQ�
PDLQO\�XPEUHOOD�IUDPHZRUNV�XQGHU�ZKLFK�ELODWHUDO�FRRSHUDWLRQ�LV�IXUWKHU�GHYHO-
RSHG�

,W�VKRXOG�WKHUHIRUH�FRPH�DV�QR�VXUSULVH�WKDW�HPHUJLQJ�SOD\HUV�GR�QRW�\HW�IHDWXUH�
KLJK�LQ�WKHLU�HQJDJHPHQW�ZLWK�UHJLRQDO�LQWHJUDWLRQ�LQLWLDWLYHV��LQFOXGLQJ�LQ�:HVW�
$IULFD��5HFHQW�WUHQGV�DPRQJ�HPHUJLQJ�SOD\HUV�GR�VXJJHVW�KRZHYHU�WKDW�$IUL-
FDQ�LQWHJUDWLRQ�SURFHVVHV�PD\�EH�JLYHQ�PRUH�DWWHQWLRQ�LQ�D�QHDU�IXWXUH��7KLV�
ZLOO�PDLQO\�GHSHQG�RQ�WKH�FRKHVLRQ�RI�UHJLRQDO�JURXSLQJV�DQG�WKH�ZLOO�RI�WKHLU�
PHPEHUV�WR�HQJDJH�HPHUJLQJ�SOD\HUV�RQ�D�UHJLRQDO�SODWIRUP�DV�ZHOO��DQG�QRW�
RQO\�LQ�D�ELODWHUDO�ZD\��

,Q�:HVW�$IULFD�� WKHUH�DUH� VLJQV� WKDW� WKLV�PD\�VORZO\�KDSSHQ��)RU� LQVWDQFH��RQ�
2FWREHU�������&KLQD�VLJQHG�DQ�DJUHHPHQW�ZLWK�(&2:$6�IRU�FRRSHUDWLRQ�LQ�LQ-
IUDVWUXFWXUH�GHYHORSPHQW��WUDGH�DQG�LQYHVWPHQW��7KH�DJUHHPHQW�DLPV�DW�HQFRXU-
DJLQJ�EXVLQHVV�FRRSHUDWLRQ��SURPRWLQJ�H[FKDQJH�RI�LQIRUPDWLRQ�DQG�WUDLQLQJ�RQ�
UHJLRQDO�DQG�LQWHUQDWLRQDO�WUDGH��DQG�VWLSXODWLQJ�LQYHVWPHQW�LQ�DJULFXOWXUH��IRUHVWU\��
¿VKHU\��PDQXIDFWXULQJ��FRQVWUXFWLRQ�DQG�¿QDQFLDO�VHFWRU�1 %XW�RQH�RI�WKH�NH\�IHD-
WXUHV�RI�VXFK�DJUHHPHQW�LV�WR�VWLPXODWH�LQIUDVWUXFWXUH�GHYHORSPHQW��DV�SDUW�RI�WKH�
86����ELOOLRQ�FUHGLW�OLQH�RIIHUHG�WR�$IULFD�DW�WKH�ODVW�)2&$&�6XPPLW��7KLV�FRXOG�LQ-
FOXGH�&KLQHVH�VXSSRUW�WR�WKH�WUDQV�:HVW�$IULFDQ�FRDVWDO�KLJKZD\�VWUHWFKLQJ�IURP�
'DNDU�WR�/DJRV��0RUH�JHQHUDOO\��LQIUDVWUXFWXUH�¿QDQFLQJ�LQ�:HVW�$IULFD�KDV�EHHQ�
VWLPXODWHG�E\�WKH�&KLQHVH�LQYHVWPHQW�LQ�H[WUDFWLYH�UHVRXUFHV�DQG�WKH�QHHG�WR�GH-
YHORS�DSSURSULDWH�LQIUDVWUXFWXUH��QRWDEO\�LQ�UDLO�WUDQVSRUW��3ROLWLFDO�DQG�HFRQRPLF�
LQWHUHVWV�RI�&KLQD�LQ�:HVW�$IULFD�VHHP�WR�EH�ZHOO�DOLJQHG�

7KLV�LV�DSSDUHQWO\�DOVR�WKH�FDVH�RI�RWKHU�HPHUJLQJ�SOD\HUV��VXFK�DV�,QGLD�DQG�
%UD]LO�� ,QGLD� KDV� SULYLOHJHG� HFRQRPLF� UHODWLRQV� DQG� EXVLQHVV� WLHV�� ZKLFK� DUH�
UHÀHFWHG�LQ�WKH�0HPRUDQGXP�RI�8QGHUVWDQGLQJ�LW�VLJQHG�ZLWK�(&2:$6�LQ�0D\�

�� �6HH�(&2:$6�3UHVV�5HOHDVH�1R��������������2FWREHU������
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�����IRU� LQVWDQFH��7KLV�FRYHUV�VWUHQJWKHQLQJ�RI�FRRSHUDWLRQ�LQ�DUHDV�VXFK�DV�
EDQNLQJ��IRRG�DQG�DJUR�EXVLQHVV��DV�ZHOO�DV�LQ�PHWDOOXUJLFDO��PHFKDQLFDO��HQ-
HUJ\�� WH[WLOH�� OHDWKHU�� WUDQVSRUW�� FRPPXQLFDWLRQ�� HOHFWURQLF� DQG� ELRWHFKQRORJ\�
LQGXVWULHV�2 7KH�LQFUHDVLQJ�LQWHQVLW\�RI�WKH�UHODWLRQVKLS�EHWZHHQ�:HVW�$IULFD�DQG�
,QGLD�KDV�DOVR�EHHQ�YLVLEOH�LQ�WKH�,QGLDQ�VXSSRUW�WR�WKH�KLJKO\�VHQVLWLYH�&RWWRQ�
LQLWLDWLYH�LQ�:HVW�$IULFD��QRWDEO\�IRU�WKH�&RWWRQ���FRXQWULHV�%HQLQ��%XUNLQD�)DVR��
&KDG�DQG�0DOL���DV�ZHOO�DV�WKURXJK�WKH�GHYHORSPHQW�RI�UHJLRQDO�EXVLQHVV�IDLUV�

6LPLODUO\��%UD]LO�DQG�(&2:$6�KDYH�ODXQFKHG�FRPPRQ�LQLWLDWLYHV�WR�HQKDQFH�
WKHLU�FRRSHUDWLRQ�RQ�SRYHUW\��IRRG�VHFXULW\��HQYLURQPHQW��UHQHZDEOH�HQHUJ\��FD-
SDFLW\�EXLOGLQJ�DQG�SROLWLFDO�GLDORJXH3��WKRXJK�LQ�SUDFWLFH�HIIRUWV�KDYH�FRQFHQ-
WUDWHG�RQ�DJULFXOWXUH�

While the regional cooperation of emerging countries in West Africa remains in 
LWV�LQIDQF\��LW�LV�PDLQO\�XS�WR�(&2:$6�8(02$�DQG�WKHLU�PHPEHU�FRXQWULHV�WR�
PRUH�IRUFHIXOO\�HQJDJH�ZLWK�HPHUJLQJ�SDUWQHUV�RQ�D�UHJLRQDO�EDVLV��VKRXOG�WKH\�
ZLVK�VR�

The EPA and West Africa Integration: Make it or Break it

2QH�RI�WKH�PRVW�DPELWLRXV�DJHQGDV�WR�VWUHQJWKHQ�:HVW�$IULFDQ�LQWHJUDWLRQ�UHVWV�
ZLWK�WKH�(8�KRZHYHU��DQG�WKH�SURVSHFW�RI�FRQFOXGLQJ�D�UHJLRQDO�HFRQRPLF�SDUW-
QHUVKLS�DJUHHPHQW�EHWZHHQ�(&2:$6�DQG�WKH�(8��3DUDGR[LFDOO\��KRZHYHU��LW�
PD\�DOVR�WXUQ�RXW�WR�EH�RQH�RI�WKH�JUHDWHVW�WKUHDWV�WR�:HVW�$IULFDQ�LQWHJUDWLRQ�
SURFHVV�

EPA rationale
)ROORZLQJ�WKH�SURYLVLRQV�FRQWDLQHG�LQ�WKH�&RWRQRX�$JUHHPHQW��WKH�$IULFDQ��&DU-
LEEHDQ�DQG�3DFL¿F� �$&3��6WDWHV�DQG� WKH�(8�RI¿FLDOO\� ODXQFKHG�QHJRWLDWLRQV�
RQ� HFRQRPLF� SDUWQHUVKLS� DJUHHPHQWV� �(3$V�� RQ� ��� 6HSWHPEHU� ������$IWHU�
RQH�\HDU�RI� LQLWLDO�QHJRWLDWLRQV�DW�DQ�DOO�$&3�OHYHO��HDFK�RI� WKH�PDLQ�$&3�UH-
JLRQDO�JURXSLQJV�LQLWLDWHG�EL�UHJLRQDO�(3$�QHJRWLDWLRQV�ZLWK�(8��&HQWUDO�$IULFD�

�� �6HH�(&2:$6�3UHVV�UHOHDVH�1R�������������0D\������
�� �6HH�(&2:$6�3UHVV�5HOHDVH�1R�������������-XO\������
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�&(0$&�SOXV�� DQG�:HVW�$IULFD� �(&2:$6�SOXV�� LQ� 2FWREHU� ������ (DVW� DQG�
6RXWKHUQ�$IULFD��&20(6$��LQ�)HEUXDU\�������WKH�&DULEEHDQ��&$5,)2580��LQ�
0D\�������6RXWKHUQ�$IULFD��6$'&�PLQXV��LQ�-XO\�������DQG�3DFL¿F�LQ�6HSWHP-
EHU������

7KH�SXUSRVH�RI�WKH�QHJRWLDWLRQV�ZLWK�:HVW�$IULFD��DV�ZLWK�RWKHU�UHJLRQDO�$&3�
JURXSLQJV��KDV�EHHQ�WR�HVWDEOLVK�UHFLSURFDO�IUHH�WUDGH�DUHDV�WKDW�DLP�WR�EH�¿UVW�
DQG�IRUHPRVW�GHYHORSPHQW�RULHQWHG��ZKLFK�VKRXOG�EXLOG�RQ�DQG�IRVWHU�WKH�UH-
gional integration process of the region and facilitate their integration into the 
ZRUOG�HFRQRP\��7KH�QHJRWLDWLRQV�ZHUH�GXH�WR�EH�FRPSOHWHG�E\�WKH�HQG�RI������
IRU�(3$V�WR�HQWHU�LQWR�IRUFH�E\�������

7KH�(3$V��DV�SURSRVHG�E\� WKH�(XURSHDQ�&RPPLVVLRQ��VKRXOG�EH�HVVHQWLDOO\�
HQKDQFHG��GHYHORSPHQW�RULHQWHG� IUHH� WUDGH�DUHDV� �)7$V���7KH\�ZHUH� LQLWLDOO\�
LQWHQGHG� WR�FRYHU�QRW�RQO\� WUDGH� LQ�JRRGV�DQG�DJULFXOWXUDO�SURGXFWV��EXW�DOVR�
LQ�VHUYLFHV��DQG�DGGUHVV�WDULII��QRQ�WDULII�DQG�WHFKQLFDO�EDUULHUV�WR�WUDGH��2WKHU�
WUDGH�UHODWHG�DUHDV�VKRXOG�DOVR�EH�FRYHUHG��LQFOXGLQJ�E\�LQFUHDVHG�FRRSHUDWLRQ�
EHWZHHQ� WKH�(8�DQG� WKH�$&3��VXFK�DV�FRPSHWLWLRQ��SURWHFWLRQ�RI� LQWHOOHFWXDO�
SURSHUW\� ULJKWV�� VWDQGDUGLVDWLRQ� DQG� FHUWL¿FDWLRQ�� VDQLWDU\� DQG� SK\WRVDQLWDU\�
�636��PHDVXUHV��LQYHVWPHQW��WUDGH�DQG�HQYLURQPHQW��WUDGH�DQG�ODERXU�VWDQG-
DUGV��FRQVXPHU�SROLF\�UHJXODWLRQ�DQG�FRQVXPHU�KHDOWK�SURWHFWLRQ��IRRG�VHFXULW\��
SXEOLF�SURFXUHPHQW��HWF�

$� EDVLF� SULQFLSOH� RI� (3$V� FRQWDLQHG� LQ� WKH� &RWRQRX�$JUHHPHQW� LV� WKDW� WKH\�
VKRXOG�EXLOG�RQ�DQG�UHLQIRUFH�WKH�UHJLRQDO�LQWHJUDWLRQ�SURFHVV�RI�WKH�$&3��$F-
FRUGLQJ�WR�WKH�(XURSHDQ�&RPPLVVLRQ��E\�EXLOGLQJ�RQ�ODUJHU�ZHOO�LQWHJUDWHG�UH-
JLRQDO�PDUNHWV��UHJLRQDO�(3$V�VKRXOG�FRQWULEXWH�WR�IRVWHU�WKH�LQWHJUDWLRQ�RI�WKH�
$&3� LQ� WKH�ZRUOG�HFRQRP\��SURYLGH� IRU�HFRQRPLHV�RI�VFDOH��VWLPXODWH� LQYHVW-
PHQW�DQG�FRQWULEXWH�WR�ORFN�LQ�WKH�QHFHVVDU\�WUDGH�UHIRUPV��

7KH�SULQFLSOH�DGYRFDWHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�LV�WKDW�HFRQRPLF�LQWHJUD-
WLRQ�DW�WKH�UHJLRQDO�OHYHO�ZLWK�WKH�(8�VKRXOG�UHLQIRUFH�WKH�UHVSHFWLYH�LQWHJUDWLRQ�
SURFHVV� RI� UHJLRQDO� JURXSLQJV�� ,W� VKRXOG� HQKDQFH� WKH� EHQH¿WV� IURP� UHJLRQDO�
LQWHJUDWLRQ�DPRQJ�GHYHORSLQJ�FRXQWULHV��LQ�WKH�IRUP�RI�HQKDQFHG�WUDGH�DQG�LQ-
YHVWPHQW�ÀRZV� IRU� LQVWDQFH�� IURP�(XURSH�DQG�ZLWKLQ� WKH�GHYHORSLQJ� UHJLRQV��
7KLV�VKRXOG�SURYLGH�VWURQJHU�LQFHQWLYHV�WR�WKH�PHPEHUV�RI�UHJLRQDO�JURXSLQJV�
WR�FRPPLW�WR�WKH�REMHFWLYHV�RI�WKH�UHJLRQ��DQG�QRW�RSW�RXW�IURP�D�JURXSLQJ�ZKLFK�
LV�WLHG�WR�WKH�(8���7KLV�UHJLRQDO�SDUWQHUVKLS�ZLWK�WKH�(8�VKRXOG�KHQFH�KHOS�WR�LQ-
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FUHDVH�WKH�FUHGLELOLW\�RI�UHJLRQDO�LQWHJUDWLRQ�SURFHVVHV��LQ�SDUWLFXODU�LQ�$IULFD��,Q�
WKLV�UHVSHFW��WKH�(8�VKRXOG�DOVR�EH�SHUFHLYHG�DV�DQ�µH[WHUQDO�JXDUDQWRU¶�WR�DYRLG�
HFRQRPLF�DQG�LQWHJUDWLRQ�SROLF\�UHYHUVDO�DQG�FUHDWH�D�ORFN�LQ�HIIHFW�WKURXJK�FR-
RSHUDWLRQ�ZLWK�WKH�(8�DQG�SRVVLEOH�EL�UHJLRQDO�DJUHHPHQW��/HH��������

)RU�:HVW�$IULFD��WKH�(3$�VKRXOG�WKXV�PDLQO\�RIIHU�WKH�SURVSHFW�RI�FRQVROLGDWLRQ�
RI� WKH� HFRQRPLF� LQWHJUDWLRQ� SURFHVV�ZLWKLQ� DQG� EHWZHHQ�8(02$�DQG�(&2-
:$6�� 7KH� SDUWQHUVKLS� ZLWK� (XURSH� VKRXOG� DOVR� RIIHU� SDUDOOHO� DFFRPSDQ\LQJ�
GHYHORSPHQW�VXSSRUW� WR� IDFLOLWDWH� WKH�DGMXVWPHQW�SURFHVV�GXULQJ� WKH�(3$� LP-
SOHPHQWDWLRQ� DQG� VWUHQJWKHQ� WKH� FDSDFLW\� RI� WKH�:HVW�$IULFDQ� FRXQWULHV� DQG�
UHJLRQV� WR� WDNH� IXOO�DGYDQWDJH�RI� WKH�QHZ�GHYHORSPHQW�RSSRUWXQLWLHV� WKDW� WKH�
(3$�VKRXOG�SURYLGH�

The reality check
3HUKDSV�ZLWK�IHZ�H[FHSWLRQV��WKH�(3$�DJHQGD�KDV�QRW�JHQHUDWHG�WKH�HQWKXVL-
DVP�IRU�HIIHFWLYH�GHYHORSPHQW�SDUWQHUVKLS�LW�ZDV�PHDQW�WR�VWLPXODWH��QRW�OHDVW�
LQ�:HVW�$IULFD��

:HVW�$IULFD�� OLNH�PDQ\�RWKHU�$&3�UHJLRQDO�JURXSLQJV��KDV�HQFRXQWHUHG�VRPH�
GLI¿FXOWLHV�LQ�KDYLQJ�WR�VSHDN�ZLWK�RQH�YRLFH�GXULQJ�WKH�QHJRWLDWLRQV�ZLWK�WKH�(8��
7KLV�ZDV�WR�EH�H[SHFWHG�IURP�D�UHJLRQ�ZKLFK�KDG�QHYHU�HQJDJHG�LQ�IUHH�WUDGH�
QHJRWLDWLRQV�ZLWK�D�WKLUG�SDUW\�VXFK�DV�WKH�(8��RQ�VXFK�D�EURDG�DUUD\�RI�LVVXHV��
%HVLGHV��WHQVLRQV�HPHUJHG��PDLQO\�GXULQJ�WKH�HDUO\�SKDVH�RI�WKH�QHJRWLDWLRQV��
EHWZHHQ�WKH�8(02$��ZKLFK�DV�D�FXVWRPV�XQLRQ�ZLWK�D�FRPPRQ�H[WHUQDO�SROLF\��
FRQVLGHUHG�LWVHOI�PRUH�DGYDQFHG�DQG�KRPRJHQRXV�LQ�LWV�QHJRWLDWLRQ�SRVLWLRQV�
WKDQ�WKH�EURDGHU��OHVV�LQWHJUDWHG�(&2:$6�IUDPHZRUN��ZKLFK�ZDV�RQO\�D�IUHH�
WUDGH�DUHD�ZKHUH�PHPEHU� FRXQWULHV� UHWDLQ� IXOO� VRYHUHLJQW\� LQ� WKH�GHWHUPLQD-
WLRQ�RI�WKH�H[WHUQDO�WUDGH�SROLF\��$�FRPPRQ�SRVLWLRQ�E\�DQ�)7$�OLNH�(&2:$6�
UHTXLUHV� WKHUHIRUH� D� VWURQJ��ZHOO�GHYHORSHG� FRRUGLQDWLRQ� SURFHVV� DPRQJ� WKH�
PHPEHU�FRXQWULHV��3ROLWLFDO�ZLOO�KDV�RIWHQ�EHHQ�LQVXI¿FLHQW��ERWK�DW�WKH�QDWLRQDO�
DQG�UHJLRQDO�OHYHO��&RQÀLFWLQJ�LQWHUHVWV�KDYH�JHQHUDWHG�WHQVLRQV�ZLWKLQ�WKH�UH-
JLRQ��:HDN�LQVWLWXWLRQDO�FDSDFLW\��DW�GRPHVWLF�DV�ZHOO�DV�8(02$�(&2:$6�OHY-
HOV��KDV�DOVR�DW�WLPHV�SUHYHQWHG�:HVW�$IULFD�WR�HIIHFWLYHO\�GHIHQG�WKH�LQWHUHVWV�
RI�LWV�PHPEHUV�GXULQJ�WKH�QHJRWLDWLRQV�ZLWK�WKH�(8��

7KH�(XURSHDQ�&RPPLVVLRQ�KDV�DOVR� IXUWKHU� FRQWULEXWHG� WR�H[DFHUEDWH�VRPH�
RI�WKH�UHJLRQDO�WHQVLRQV��7KLV�KDG�DOUHDG\�VWDUWHG�LQ������������ZKHQ�WKH�(8�
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7UDGH�&RPPLVVLRQHU�/DP\�LQYLWHG�8(02$�UHSUHVHQWDWLYH�WR�LQIRUPDOO\�WDON�WR�
KLP�EHIRUH�WKH�VWDUW�RI�WKH�IRUPDO�UHJLRQDO�QHJRWLDWLRQV��$W�WKDW�WLPH��8(02$�
ZDV�FODLPLQJ�WR�EH�UHDG\�WR�HQJDJH�ZLWK�WKH�(8�RQ�DQ�(3$��DQG�FRPSODLQHG�
DERXW�WKH�ODFN�RI�HQJDJHPHQW�RI�LWV�RWKHU�(&2:$6�SDUWQHUV�DQG�PRUH�JHQHU-
DOO\�$&3�FRXQWULHV��/DWHU�RQ��LQ�������WKH�(8�7UDGH�&RPPLVVLRQHU�DOVR�¿QJHUHG�
SRLQWHG�1LJHULD� IRU� LWV� ODFN� RI� HQJDJHPHQW� LQ� WKH� QHJRWLDWLRQV�� FDOOLQJ� LW� ³WKH�
HOHSKDQW�LQ�WKH�URRP´�SUHYHQWLQJ�SURJUHVV��

But the EPA negotiations also contributed to put a greater emphasis on the 
UHJLRQDO�DJHQGD��LQFOXGLQJ�LQ�:HVW�$IULFDQ�FRXQWULHV�DQG�RUJDQLVDWLRQV��'XULQJ�
WKH�HDUO\�SKDVH�RI�WKH�UHJLRQDO�(3$�QHJRWLDWLRQV��SDUWLFXODU�DWWHQWLRQ�ZDV�JLYHQ�
GXULQJ�WKH�QHJRWLDWLRQ�VHVVLRQV�WR�WKH�UHYLHZ�RI�WKH�UHJLRQDO�LQWHJUDWLRQ�SURFHVV�
LQ�:HVW�$IULFD��,Q�DGGLWLRQ��WKH�SUHVVXUH�WR�UHDFK�UHJLRQDO�SRVLWLRQV�RQ�DOO�(3$�
LVVXHV�KDV�FRQWULEXWHG�WR�HOHYDWH�WKH�SUR¿OH�RI�WKH�UHJLRQDO�GLPHQVLRQ�RQ�WKH�
SROLWLFDO�DJHQGD�RI�:HVW�$IULFD��+HQFH��WKH�(3$�QHJRWLDWLRQ�SURFHVV�KDV�SOD\HG�
a stimulus role to foster the attention to the regional integration and sharpen the 
UHJLRQDO�DJHQGD�RI�:HVW�$IULFD��LI�RQO\�WR�SURYLGH�D�FRKHUHQW�IURQW�LQ�WKH�(3$�
FRQWH[W�

<HW��WKH�FRQFOXVLRQ�RI�LQWHULP�(3$V�KDV�KDG�D�YHU\�GHWULPHQWDO�LPSDFW�RQ�WKH�
UHJLRQDO�FRKHVLRQ�RI�PDQ\�$&3�JURXSLQJV��DQG�LQ�SDUWLFXODU�LQ�:HVW�$IULFD�

7R�GDWH��RQO\����$&3�FRXQWULHV�KDYH�FRQFOXGHG�VRPH�W\SH�RI�DJUHHPHQW�DQG�
RQO\� ��� KDYH� FRQ¿UPHG� WKHLU� FRPPLWPHQW� E\� VLJQLQJ� DQ� DJUHHPHQW�� ���� RI�
ZKLFK�DUH�&DULEEHDQ���

,Q�:HVW�$IULFD��RQO\�,YRU\�&RDVW�DQG�*KDQD�KDYH�FRQFOXGHG�DQ�LQWHULP�(3$�E\�
WKH�HQG�RI�������RQO\�WR�SUHVHUYH�WKHLU�DFFHVV�WR�WKH�(8�PDUNHW�DV�WKH�/RPp�
W\SH�&RWRQRX�XQLODWHUDO�SUHIHUHQWLDO� WUDGH�UHJLPH�H[SLUHG�DW� WKH�HQG�RI�������
,QGHHG��E\�2FWREHU�������WKH�:HVW�$IULFD�UHJLRQ�LQIRUPHG�WKH�(8�WKDW�LQ�YLHZ�
RI�WKH�QXPHURXV�LVVXHV�VWLOO�WR�EH�QHJRWLDWHG�XQGHU�WKH�(3$��LW�ZRXOG�QRW�EH�LQ�
D�SRVLWLRQ�WR�FRQFOXGH�DQ�DJUHHPHQW�E\�WKH�HQG�RI�WKH�\HDU��7KLV�ZDV�RI�OLWWOH�
FRQVHTXHQFH�IRU�PRVW�:HVW�$IULFDQ�FRXQWULHV��,QGHHG��RXW�RI�WKH����FRXQWULHV�
LQ�WKH�:HVW�$IULFD�JURXSLQJ�����(&2:$6�SOXV�0DXULWDQLD������ZHUH�/HDVW�'H-
YHORSHG�&RXQWULHV��/'&V��DW�WKH�WLPH�±�&DSH�9HUGH�KDV�VLQFH�JUDGXDWHG�RXW�
RI� WKH�/'&�JURXS��8QGHU� WKH�(YHU\WKLQJ�%XW�$UPV��(%$�� LQLWLDWLYH�RI� WKH�(8��
DV�SDUW�RI�LWV�*HQHUDOLVHG�6\VWHP�RI�3UHIHUHQFHV��*63���DOO�/'&V�H[SRUWV�DUH�
JUDQWHG�GXW\�IUHH�DQG�TXRWD�IUHH�PDUNHW�DFFHVV�WR�WKH�(8��7KH�HQG�RI�WKH�&R-
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WRQRX�SUHIHUHQFHV�RQ���-DQXDU\������WKHUHIRUH�GLG�QRW�WUDQVODWH�LQWR�D�ORVV�RI�
SUHIHUHQFHV�IRU� WKHVH����FRXQWULHV��2Q�WKH�FRQWUDU\�� ,YRU\�&RDVW��*KDQD�DQG�
1LJHULD�DUH�QRQ�/'&V��DQG�DV�VXFK�FRXOG�RQO\�EHQH¿W�IURP�WKH�*63�DV�RI������
LQ�WKH�DEVHQFH�RI�DQ�(3$��7KH�UHVXOWLQJ�ORVV�RI�SUHIHUHQFHV�ZDV�RI�OLWWOH�YDOXH�
IRU�RLO�ULFK�1LJHULD��ZKLFK�WKHUHIRUH�VLGHG�ZLWK�WKH�UHVW�RI�WKH�UHJLRQ��+RZHYHU��
IRU�,YRU\�&RDVW�DQG�*KDQD��WKH�ORVV�RI�SUHIHUHQFHV�ZRXOG�KDYH�KDG�D�VLJQL¿FDQW�
LPSDFW�RQ�WKHLU�HFRQRP\��QRWDEO\�GXH�WR� WKH�KLJK�GHSHQGHQFH�RQ�FRFRD�DQG�
EDQDQD�H[SRUWV�WR�WKH�(8�SUHIHUHQFHV��QRW�FRYHUHG�E\�WKH�(8�*63��$V�D�UHVXOW��
,YRU\�&RDVW�DQG�*KDQD�KXUULHG�WR�FRQFOXGH�RQ�D�FRXQWU\�EDVLV�LQGLYLGXDO�LQWHULP�
(3$V��ZKLFK�DOVR�HIIHFWLYHO\�JUDQW�GXW\�DQG�TXRWD�IUHH�VWDWXV�WR�DOO�WKHLU�H[SRUWV�

1HHGOHVV�WR�VD\��WKLV�KDV�EHHQ�WKH�VRXUFH�RI�VHULRXV�WHQVLRQV�ZLWKLQ�:HVW�$IUL-
FD��,YRU\�&RDVW�ZDV�FKDLULQJ�WKH�UHJLRQ�DW�WKH�WLPH��,YRU\�&RDVW�DQG�*KDQD�ZHUH�
EODPHG�IRU�XQGHUPLQLQJ�WKH�UHJLRQDO�VROLGDULW\��$W�WKH�VDPH�WLPH��,YRU\�&RDVW�
and Ghana complained about the lack of support of the two regional organisa-
WLRQV��8(02$�DQG�(&2:$6��ZKLFK�GLG�QRW�KHOS�WKHP�LQ�¿QGLQJ�D�VROXWLRQ�DQG�
FRQFOXGH�D�PRUH�DSSURSULDWH�(3$��6R��LQVWHDG�RI�FRQVROLGDWLQJ�UHJLRQDOLVP�LQ�
:HVW�$IULFD��WKH�LQWHULP�(3$V�DUH�D�VSOLQWHU�LQ�WKH�HFRQRPLF�LQWHJUDWLRQ�SURFHVV��

,YRU\�&RDVW�VLJQHG�LWV�LQWHULP�(3$�RQ����1RYHPEHU�������ZKLFK�ZDV�GXO\�QRWL-
¿HG�D�IHZ�GD\V�ODWHU�WR�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��:72���,Q�FRQWUDVW��*KDQD�
RQO\�LQLWLDOLVHG�LWV�LQWHULP�(3$�DW�WKH�HQG�RI�WKH�QHJRWLDWLRQV�LQ�'HFHPEHU�������
EXW�KDV�QHYHU�VLJQHG�LW��,W�LV�ZRUWK�QRWLQJ�WKDW�,YRU\�&RDVW�KDV�QRW�\HW�LQLWLDWHG�
WKH�UDWL¿FDWLRQ�SURFHVV�RI�LWV�DJUHHPHQW�DQG�QRQH�RI�WKHP�KDV�VWDUWHG�LPSOH-
PHQWLQJ�WKHLU�LQWHULP�(3$V��&RQFOXGLQJ�DQ�LQWHULP�(3$�KDV�WKXV�DOORZHG�ERWK�
FRXQWULHV�WR�NHHS�WKH�(8�PDUNHW�RSHQ�WR�WKHLU�H[SRUWV��ZLWKRXW�KDYLQJ�FRQFHGHG�
WR�VWDUW�RIIHULQJ�VRPH�UHFLSURFLW\�\HW�

,Q� SDUDOOHO�� QHJRWLDWLRQV� WRZDUGV� D� ¿QDO� UHJLRQDO� (3$� KDYH� FRQWLQXHG� VLQFH�
�����ZLWK�DOO�:HVW�$IULFDQ�FRXQWULHV��3URJUHVV�KDV�EHHQ�VORZ��EXW�WKH�(XURSHDQ�
&RPPLVVLRQ�UHPDLQV�KRSHIXO�RI�UHDFKLQJ�D�FRQFOXVLRQ�VRRQ��7KHUH�LV�LQGHHG�D�
QHZ�VHQVH�RI�RSWLPLVP�DPRQJ�VRPH�(3$�QHJRWLDWRUV��QRW�OHDVW�LQ�WKH�(XURSHDQ�
&RPPLVVLRQ��ZKLFK�FRXOG�PHDQ�WKDW�WKH�FRQFOXVLRQ�RI�VRPH�(3$V�LV�LQ�VLJKW��
QRWDEO\�LQ�:HVW�$IULFD�DQG�($&��7KLV�ZRXOG�EH�D�ZHOFRPH�RXWFRPH��SURYLGHG�LW�
ZRXOG�UHÀHFW�NH\�LQWHUHVWV�RI�DOO�SDUWLHV��,QGHHG��VKRXOG�WKH�UHJLRQ�QRW�EH�DEOH�
WR�UHDFK�D�FRPPRQ�SRVLWLRQ�RQ�(3$�� LW�ZRXOG�VHULRXVO\�GLVUXSW� WKH�HFRQRPLF�
LQWHJUDWLRQ�SURFHVV� LQ�:HVW�$IULFD��1RW�RQO\� FRXOG�(&2:$6�QRW�EHFRPH�DQ�
HIIHFWLYH�FXVWRP�XQLRQ��EXW�WKH�8(02$�FRPPRQ�H[WHUQDO�WDULII�ZRXOG�DOVR�EH-
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FRPH�PHDQLQJOHVV��DV�DOO�LPSRUWV�IURP�WKH�(8�ZRXOG�WUDQVLW�YLD�,YRU\�&RDVW�DQG�
*KDQD�WR�UHDFK�WKH�:HVW�$IULFDQ�PDUNHW��6R�ZKLOH�D�UHJLRQDO�(&2:$6�(8�(3$�
ZRXOG�EH�GHVLUDEOH��PDQ\�XQFHUWDLQWLHV�UHPDLQ��DQG�WKH�GLVDSSRLQWLQJ�H[SHUL-
HQFH�RI�SURWUDFWHG�QHJRWLDWLRQV�GH¿QLWHO\�FDOO�IRU�FDXWLRQ�

The development dimension 
/LQNHG�WR�WKH�UHJLRQDO�LQWHJUDWLRQ�GLPHQVLRQ��DQRWKHU�IXQGDPHQWDO�FRQFHUQ�IRU�
:HVW�$IULFD�DQG�WKH�$&3�LQ�JHQHUDO�KDV�EHHQ�WKH�GHYHORSPHQW�GLPHQVLRQ�RI�
WKH�(3$V��RU�DW�WLPHV�WKH�SHUFHLYHG�ODFN�RI�LW��7KH�FRPPLWPHQW�WR�GHYHORSPHQW�
RULHQWHG�(3$V��DJUHHG�XSRQ�E\�DOO�WKH�SDUWLHV�WR�WKH�&RWRQRX�$JUHHPHQW��KDV�
EHHQ�UHLWHUDWHG�RQ�QXPHURXV�RFFDVLRQV�E\�WKH�NH\�(8�LQVWLWXWLRQV��(XURSHDQ�
&RPPLVVLRQ��(XURSHDQ�3DUOLDPHQW�DQG�WKH�(8�&RXQFLO�DQG�LWV�PHPEHU�VWDWHV���
$&3�LQVWLWXWLRQV��$&3�&RXQFLO���DQG�:HVW�$IULFDQ�DQG�SDQ�$IULFD�JURXSLQJV��$I-
ULFDQ�8QLRQ��(&2:$6��8(02$��DQG�FRXQWULHV��DV�ZHOO�DV�MRLQW�$&3�(8�LQVWLWX-
WLRQV��&RXQFLO��-RLQW�3DUOLDPHQWDU\�$VVHPEO\���

7KLV�GHYHORSPHQW�GLPHQVLRQ�FDQ�EH�DUWLFXODWHG�DORQJ�WKUHH�GLVWLQFW�EXW�FORVHO\�
OLQNHG�D[HV��

(1) EPA commitments to liberalise trade and establish clear rules for the 
SURPRWLRQ�RI�D�EHWWHU�EXVLQHVV�HQYLURQPHQW��WDNLQJ�LQWR�DFFRXQW�WKH�H[-
FOXVLRQV�DQG�WUDQVLWLRQ�SHULRGV�DYDLODEOH�WR�$&3�FRXQWULHV�IRU�WDULII�OLE-
HUDOLVDWLRQ�DQG�IRU�LPSOHPHQWDWLRQ�RI�RWKHU�SDUWV�RI�WKH�DJUHHPHQW��DQG�
ÀH[LELOLWLHV�LQ�DUHDV�VXFK�DV�VDIHJXDUGV�DQG�LQIDQW�LQGXVWU\�SURWHFWLRQ��

(2) WKH�DFFRPSDQ\LQJ�SROLFLHV�DQG� UHIRUPV� WR� LQVWLWXWLRQV�DQG�VWUXFWXUHV�
WKDW�DUH�QHFHVVDU\�WR�WDNH�DGYDQWDJH�RI�WKH�QHZ�WUDGLQJ�RSSRUWXQLWLHV��
and 

(3) WKH�SURYLVLRQ�RI�DSSURSULDWH�GHYHORSPHQW�VXSSRUW�WR�FRYHU�DGMXVWPHQW�
FRVWV��FDUU\�RXW�UHIRUPV�DQG�LPSOHPHQW�WKH�DJUHHPHQW��

:LWKLQ�WKLV�IUDPHZRUN��WKH�3DUWLHV�DOVR�UHFRJQLVH�WKH�FOHDU�QHHG�IRU�WKH�SURYLVLRQ�
RI�GHYHORSPHQW�DVVLVWDQFH�WR�EXLOG�FDSDFLW\��DQG�LPSOHPHQW�WKH�(3$V�DQG�DF-
FRPSDQ\LQJ�UHIRUPV��7KH�(8�LV�FRPPLWWHG�WR�SURYLGH�(3$�UHODWHG�GHYHORSPHQW�
DVVLVWDQFH�DV�SDUW�RI�WKH�$LG�IRU�7UDGH�LQLWLDWLYH��WKURXJK�WKH�(XURSHDQ�'HYHORS-
PHQW�)XQG�DQG�RWKHU�(8�LQVWLWXWLRQV¶�DQG�PHPEHU�VWDWHV¶�VRXUFHV��DV�GLVFXVVHG�
LQ�6HFWLRQ����+RZHYHU��:HVW�$IULFD�KDV�FDOOHG�IRU�ODUJHU�DQG�PRUH�FRPSUHKHQ-
VLYH�H[SOLFLW�ELQGLQJ�FRPPLWPHQWV�IURP�WKH�(8�LQ�WKH�IUDPHZRUN�RI�WKH�(3$��
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The PAPED/EPADP
,W�LV�LQ�WKLV�FRQWH[W�WKDW�WKH�:HVW�$IULFD�(3$�'HYHORSPHQW�3URJUDPPH��(3$'3�
3$3('��RULJLQDWHG��7KH�3$3('� LV�D�:HVW�$IULFDQ� LQLWLDWLYH��ZKLFK�KDV�EHHQ�
HODERUDWHG�E\�DQG� IRU� WKH� UHJLRQ� WKURXJK�D�EURDG�SDUWLFLSDWRU\�DSSURDFK� OHG�
E\�WKH�(&2:$6�DQG�8(02$�&RPPLVVLRQV�DW�ERWK�WKH�UHJLRQDO�DQG�QDWLRQDO�
OHYHOV��,W�LQWHQGV�WR�SURYLGH�D�IUDPHZRUN�WR�WKH�UHTXHVW�E\�WKH�(8�WR�LGHQWLI\�WKH�
GHYHORSPHQW�FRRSHUDWLRQ�QHHGV�UHVXOWLQJ�IURP�DQ�(3$��

,Q� WHUPV� RI� VWUXFWXUH�� WKH� 3$3('� MXVWL¿HV� WKH� QHHG� IRU� (3$� DFFRPSDQ\LQJ�
PHDVXUHV��UHODWHG�WR�UHJLRQDO�LQWHJUDWLRQ��RQ�WZR�JURXQGV��WR�UHDS�WKH�EHQH¿WV�
DQG�WR�PLWLJDWH�WKH�QHJDWLYH�LPSDFWV�RI�WKH�(3$��7KH�3$3('�FRQVLVWV�RI���µD[HV¶�
IRU�ZKLFK�(3$�GHYHORSPHQW�VXSSRUW�LV�QHHGHG��ZKLFK�DUH�EURNHQ�GRZQ�IXUWKHU�
LQWR�GLIIHUHQW�µFRPSRQHQWV¶�GHVFULELQJ�DUHDV�IRU�SURJUDPPDWLF�VXSSRUW��6SHFL¿F�
SURMHFWV�DUH�HODERUDWHG�DW�WKH�QDWLRQDO�OHYHO�WKURXJK�WKH�GH¿QLWLRQ�RI�µ1DWLRQDO�
2SHUDWLQJ�3ODQV¶�DQG�DQ�RYHUDOO�¿QDQFLQJ�FRVW�IRU�HDFK�FRPSRQHQW�IRU�WKH�LQLWLDO�
¿YH�\HDU�WLPHIUDPH�KDV�EHHQ�SURYLGHG�ZLWKLQ�WKH�3$3('�LWVHOI�

$�EUHDNGRZQ�RI�WKHVH�FRVWV�E\�3$3('�D[LV�LV�VKRZQ�LQ�)LJXUH���

,Q�������WKH�WRWDO�HVWLPDWHG�FRVW�RI�WKH�3$3('��DV�SUHVHQWHG�LQ�WKH�RYHUDOO�UH-
JLRQDO�IUDPHZRUN��ZDV�¼����ELOOLRQ�RYHU�DQ�LQLWLDO�SHULRG�RI�¿YH�\HDUV��7ZR�WKLUGV�
RI�WKLV�DPRXQW�LV�FXUUHQWO\�HDUPDUNHG�IRU�WUDGH�UHODWHG�LQIUDVWUXFWXUH��VXFK�DV�
UHKDELOLWDWLRQ�RI�HQHUJ\��URDG�DQG�WHOHFRPPXQLFDWLRQV�QHWZRUNV�

,W�VKRXOG�EH�VWUHVVHG�KHUH� WKDW�PDQ\�HOHPHQWV�RI� WKH�3$3('�HPERG\�JRDOV�
ZLWK�PXFK�EURDGHU�UHOHYDQFH�WKDQ�WKH�VWULFW�FRQWH[W�RI�(3$V��7KH�3$3('�VHWV�
RXW�D�FRPPRQ�UHJLRQDO�YLVLRQ�±�VKDUHG�E\�WKH�WZR�UHJLRQDO�RUJDQLVDWLRQV�(&2-
:$6�DQG�8(02$�±�RI�HFRQRPLF�LQWHJUDWLRQ�ERWK�ZLWKLQ�:HVW�$IULFD�DQG�ZLWK�
WKH�ZLGHU�ZRUOG��$V�VXFK��WKH�3$3('�PD\�VHUYH�DV�D�XVHIXO�WHFKQLFDO�WRRO�DQG�
DQ�LQYLWDWLRQ�IRU�DOO�GRQRUV��(8�DQG�QRQ�(8��WR�HQJDJH�LQ�D�PRUH�HIIHFWLYH�DQG�
coherent approach to addressing the trade-related and economic integration 
QHHGV�RI�WKH�UHJLRQ�LQ�JHQHUDO��
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)LJXUH����(VWLPDWHG�&RVW�RI�3URJUDPPHV�E\�3$3('�$[LV��LQ�(XUR�
 

Source: PAPED

7KH�(8�KDV� UHVSRQGHG�SRVLWLYHO\� WR� WKH�3$3('� LQLWLDWLYH�� ,Q� LWV�&RQFOXVLRQV�
RQ�(3$�'HYHORSPHQW�3URJUDPPH��3$3('��RI����0D\�������WKH�&RXQFLO�RI�WKH�
(XURSHDQ�8QLRQ�DJUHHG� WR� ³LQFUHDVH� LWV� WRWDO�DLG� IRU� WUDGH� LQ�FRKHUHQFH�ZLWK�
WKH�JUDGXDO�LQFUHDVH�LQ�RYHUDOO�GHYHORSPHQW�DLG�WRZDUGV�WKH�HVWDEOLVKHG������
WDUJHW�DQG�LQ�UHVSRQVH�WR�QHHGV�SULRULWL]HG�E\�SDUWQHU�FRXQWULHV´��7KLV�LV�DOVR�LQ�
OLQH�ZLWK�WKH�MRLQW�$LG�IRU�7UDGH�6WUDWHJ\�DGRSWHG�E\�WKH�(8�LQ�������7KLV�FRP-
mitment will be implemented through a range of existing channels at the EU 
OHYHO�DQG�WKURXJK�WKH�ELODWHUDO�SURJUDPPHV�RI�WKH�(8�0HPEHU�6WDWHV��DV�ZHOO�
DV�WKURXJK�WKH�FRQWULEXWLRQV�WR�WKH�UHJLRQ�YLD�PXOWLODWHUDO�DJHQFLHV��VXFK�DV�WKH�
:RUOG�%DQN�� WKH�$IULFDQ�'HYHORSPHQW�%DQN� �$I'%��DQG�8QLWHG�1DWLRQV� �81��
ERGLHV��%HVLGHV�UHLWHUDWLQJ�FRPPLWPHQWV�RQ�DLG�IRU�WUDGH�DQG�DLG�HIIHFWLYHQHVV��
WKH�(8�HVWLPDWHV�WKDW��L��³IXQGV�DYDLODEOH�IRU�3$3('�UHODWHG�DFWLYLWLHV�IURP�DOO�RI�
LWV�¿QDQFLQJ�LQVWUXPHQWV�RYHU�WKH�QH[W�¿YH�\HDUV�DPRXQW�WR�DW�OHDVW����EQ�(X-
URV´��ZKLOH��LL��³WRWDO�DLG�IRU�WUDGH�WR�:HVW�$IULFD�IURP�DOO�GRQRUV�FDQ�EH�SURMHFWHG�
WR�H[FHHG���EQ�86�GROODUV�LQ�WKH�VDPH�SHULRG´��
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+RZHYHU��ZKLOH� WKH�(8�KLJKOLJKWV� WKH�DYDLODELOLW\�RI� UHVRXUFHV� WR� VXSSRUW� WKH�
3$3('�� WKH�&RXQFLO� &RQFOXVLRQ� IDOOV� VKRUW� RI�PHDQLQJIXO� QHZ� IXQGLQJ� FRP-
PLWPHQWV��7KH�SRWHQWLDO�RI�WKH�(8�UHVSRQVH�WR�WKH�3$3('�WKHUHIRUH�OLHV�LQ�LWV�
RSHUDWLRQDOLVDWLRQ��

7KH�FKDOOHQJH�DKHDG�LQYROYHV�SXWWLQJ�WKH�3URJUDPPH�LQWR�RSHUDWLRQ��WKURXJK�
WKH�ZRUN�RI�WKH�:HVW�$IULFDQ�FRXQWULHV��UHJLRQDO�RUJDQLVDWLRQV��DQG�GRQRUV��LQ�
RUGHU� WR�H[SORLW� LWV�SRWHQWLDO�DGGHG�YDOXH�DV�D�VWUDWHJLF� IUDPHZRUN� IRU�$I7� WR�
:HVW�$IULFD�

7R� GR� VR� UHTXLUHV� FRKHUHQFH� EHWZHHQ� WKH� 3$3('� DQG� RWKHU� UHJLRQDO� DQG�
QDWLRQDO� VWUDWHJLF� IUDPHZRUNV��$V�D� WRRO� GHVLJQHG�� LQWHU� DOLD�� WR�HQKDQFH� WKH�
HFRQRPLF�LQWHJUDWLRQ�RI�WKH�UHJLRQ��WKH�3$3('�VLWV�DORQJVLGH�RWKHU�LPSRUWDQW�
UHJLRQDO�LQWHJUDWLRQ�IUDPHZRUNV�LQ�:HVW�$IULFD��PRVW�QRWDEO\�WKH�5HJLRQDO�(FR-
QRPLF�3URJUDPPH�RI� WKH�8(02$�� WKH�&RPPXQLW\�'HYHORSPHQW�3URJUDPPH�
RI�(&2:$6��3HDFH�DQG�6HFXULW\�LQLWLDWLYHV�DQG�NH\�VHFWRU�SROLFLHV��VXFK�DV�LQ�
HQHUJ\�DQG�WKH�(&2:$3�LQ�DJULFXOWXUH���DV�ZHOO�DV�QDWLRQDO�GHYHORSPHQW�VWUDW-
HJLHV��(IIHFWLYH�PHFKDQLVPV�WR�HQVXUH�FRQWLQXLQJ�FRKHUHQFH�DQG�FRRUGLQDWLRQ�
RI�WKH�IUDPHZRUNV¶�LPSOHPHQWDWLRQ�ZLOO�EH�NH\�WR�WKHLU�VXFFHVV�

8OWLPDWHO\��WKH�PHULW�RI�WKH�3$3('�DQG�WKH�(8�VXSSRUW�RI�LW�ZLOO�GHSHQG�RQ�WKH�
SROLWLFDO�ZLOO�DQG�FDSDFLW\�RI�ERWK�:HVW�$IULFD�DQG�WKH�(8�WR�HIIHFWLYHO\�WUDQVODWH�
SULQFLSOHV�DQG�JRRG�LQWHQWLRQV�LQWR�FRKHUHQW�DQG�FRRUGLQDWHG�DFWLRQV��

The New EU Deadline: Amending MAR1528
7KH�(XURSHDQ�&RPPLVVLRQ�DQQRXQFHG�RQ����6HSWHPEHU������WKDW�FRXQWULHV�
WKDW�KDYH�FRQFOXGHG�DQ�(FRQRPLF�3DUWQHUVKLS�$JUHHPHQW��EXW�QRW� WDNHQ� WKH�
QHFHVVDU\�VWHSV�WR�LQLWLDWH�LWV�UDWL¿FDWLRQ��ZRXOG�QR�ORQJHU�EHQH¿W�IURP�WKH�(3$�
PDUNHW�DFFHVV�WR�(XURSH�DV�IURP���-DQXDU\�������:KLOH�WKH�&RXQFLO�HQGRUVHG�
WKH�(&�SURSRVDO��WKH�(XURSHDQ�3DUOLDPHQW�WKHQ�YRWHG�LQ�IDYRXU�RI�D������GHDG-
OLQH� LQVWHDG�� )ROORZLQJ� D� WULDORJXH� EHWZHHQ� WKH� (XURSHDQ� &RPPLVVLRQ�� WKH�
&RXQFLO�DQG�WKH�(XURSHDQ�3DUOLDPHQW��2FWREHU������KDV�EHHQ�VHW�DV�D�FRP-
SURPLVH��WR�PDWFK�WKH�HQG�RI�WKH�FXUUHQW�&RPPLVVLRQ��

7KH�(&�0DUNHW�$FFHVV�5HJXODWLRQ� �0$5�������RI� �� -DQXDU\������SURYLGHV�
GXW\�IUHH�TXRWD�DQG�IUHH�PDUNHW�DFFHVV�IRU�$IULFDQ�&DULEEHDQ�DQG�3DFL¿F��$&3��
FRXQWULHV� WKDW�KDYH�FRQFOXGHG�DQ�(3$��7KH�5HJXODWLRQ� UHTXLUHV�FRXQWULHV� WR�
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LQLWLDWH�WKH�UDWL¿FDWLRQ�SURFHVV�RI�WKH�$JUHHPHQW�ZLWKLQ�D�³UHDVRQDEOH�SHULRG�RI�
WLPH´��$V�LW�FXUUHQWO\�VWDQGV��WKH�0$5�LV�D�WHPSRUDU\��XQLODWHUDO� LQVWUXPHQW�RI�
WKH�(8�WR�HQVXUH�WKDW��SHQGLQJ�WKH�LPSOHPHQWDWLRQ�RI�WKH�DJUHHPHQW�E\�$&3�
FRXQWULHV��WKHUH�ZRXOG�EH�QR�WUDGH�GLVUXSWLRQ��

7KH�PHVVDJH�VHQW�E\�WKH�(8�LV�FOHDU��LI�FRXQWULHV�OLNH�,YRU\�&RDVW�DQG�*KDQD�
ZDQW�WR�FRQWLQXH�WR�EHQH¿W�IURP�(3$�PDUNHW�DFFHVV��HLWKHU�WKH\�KDYH�WR�VLJQ�
DQG�VWDUW�WKH�UDWL¿FDWLRQ�RI�WKHLU�H[LVWLQJ�(3$�RU�FRQFOXGH�D�QHZ�UHJLRQDO�(3$��
)RU�RWKHUV��HLWKHU�WKH\�ZLOO�IDOO�XQGHU�RQH�RI�WKH�VFKHPHV�RI�WKH�QHZ�*63��L�H��
(YHU\WKLQJ�EXW�$UPV�IRU�/'&V��6WDQGDUG�*63�RU�*63�3OXV��RU�WKH\�ZLOO�KDYH�QR�
SUHIHUHQFHV��DV�PLJKW�EH�WKH�FDVH�IRU�%RWVZDQD�DQG�1DPLELD���

7KH�LQWHQWLRQ�RI�WKH�(8�LV�DOVR�FOHDU��VHW�D�QHZ�GHDGOLQH�WR�SURYLGH�D�QHZ�LP-
SHWXV�WRZDUGV�WKH�FRQFOXVLRQ�RI�¿QDO�(3$V��ZKHUHYHU�SRVVLEOH��DW�WKH�UHJLRQDO�
OHYHO��5HSODFLQJ�LQWHULP�(3$V�E\�UHJLRQDO�¿QDO�(3$V�ZRXOG�FHUWDLQO\�EH�D�EHWWHU�
RXWFRPH��7KH�WKUHDW�RI�UHPRYLQJ�(3$�PDUNHW�DFFHVV�KDV�WKH�SDUDOOHO�DGYDQ-
WDJH�RI�VHHNLQJ�FRPSOLDQFH�ZLWK�WKH�:72�REOLJDWLRQV�VKRXOG�VRPH�FRXQWULHV�EH�
tempted to maintain the status quo��

$V�D�UHVXOW��LW�VKRXOG�EH�H[SHFWHG�WKDW�VRPH�FRXQWULHV��VRPHZKDW�OLNH�LQ�������
ZLOO� WKLQN� KDUGHU� DERXW�ZKHWKHU� WR� FRQFOXGH� DQ�(3$� RU� QRW�� 6RPH� FRXQWULHV�
PLJKW�EH�SUHVVXUHG�WR�VLJQ�DQG�VWDUW�UDWL¿FDWLRQ��DQG�XOWLPDWHO\�LPSOHPHQW��RI�
DQ�(3$�WKDW�PLJKW�QRW�UHDOO\�IXO¿O�WKHLU�DPELWLRQV�DQG�LQWHUHVWV�LQ�WHUPV�RI�FRQ-
WHQW��WLPLQJ�DQG�JHRJUDSKLFDO�FRQ¿JXUDWLRQ��E\�IHDU�RI�PDUNHW�GLVUXSWLRQ��LQ�SDU-
WLFXODU�LI�WKH\�ULVN�ORRVLQJ�SUHIHUHQWLDO�DFFHVV�WR�WKH�(8��+RZHYHU��RWKHUV�PLJKW�
VLPSO\�ZDON�RXW��,I�QR�FRPPRQ�SRVLWLRQ�FDQ�EH�IRXQG�DW�WKH�UHJLRQDO�OHYHO��WKH�
(3$V�FRXOG�VHULRXVO\�GLVUXSW�DQ\�UHJLRQDO� LQWHJUDWLRQ�HIIRUW�� ,QGHHG��KRZ�FDQ�
,YRU\�&RDVW�DQG�*KDQD�HDFK�KDYH�D�ELODWHUDO�IUHH�WUDGH�DJUHHPHQW�ZLWK�WKH�(8��
RSHQLQJ�WKHLU�GRPHVWLF�PDUNHW�WR�(XURSHDQ�SURGXFWV��ZKLOH�WKHLU�:HVW�$IULFDQ�
SDUWQHUV��ZLWK�ZKRP�WKH\�IRUP�D�FXVWRPV�XQLRQ��NHHS�SURWHFWLQJ�WKHLU�PDUNHW�
IURP�WKH�(8"�$V�DOUHDG\�PHQWLRQHG�DERYH��LQ�SUDFWLFH��(8�JRRGV�ZRXOG�ÀRRG�
WKH�ZKROH�UHJLRQDO�PDUNHW�YLD�WKHVH�WZR�FRXQWULHV��UHQGHULQJ�WKH�:HVW�$IULFDQ�
FXVWRPV�XQLRQ�DQG�IXUWKHU�LQWHJUDWLRQ�SURFHVV�WRWDOO\�LQHIIHFWLYH��7KLV�VFHQDULR�
LV�QRW�XQLTXH�WR�:HVW�$IULFD��EXW�LW�ZRXOG�KDYH�SDUWLFXODUO\�GHWULPHQWDO�FRQVH-
TXHQFHV�IRU�WKDW�UHJLRQ�

+RZHYHU�������LV�QRW�������7KH�ZRUOG�KDV�FKDQJHG�DQG�WKLV�WLPH�WKH�UHVSRQVH�
PLJKW� EH� GLIIHUHQW�� 7KH� ¿QDQFLDO� FULVLV� LQYLWHG� LWVHOI� WR� WKH� GDQFH��$IULFD� KDV�

http://www.guardian.co.uk/world/africa
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JDLQHG�D�ORW�PRUH�FRQ¿GHQFH�LQ�LWV�HFRQRPLF�SURVSHFWV�DQG�WKH�LQFUHDVLQJ�LP-
SRUWDQFH�RI�³HPHUJLQJ´�SDUWQHUV�KDV�EURXJKW�LQ�D�QHZ�JHRSROLWLFDO�G\QDPLVP��
GH� IDFWR� UHGXFLQJ� WKH� OHYHUDJH�RI� WKH�(8�� ,I�D�VXLWDEOH�DJUHHPHQW�FDQQRW�EH�
UHDFK��H[SHFW�VRPH�:HVW�$IULFDQ�FRXQWULHV�WR�ZDON�RXW�RI�WKH�QHJRWLDWLRQV�WD-
EOH��:KHWKHU�WKH�UHJLRQDO�VROLGDULW\�DQG�FRPPRQ�SRVLWLRQ�ZLOO�XOWLPDWHO\�EH�
PDLQWDLQHG�UHPDLQV�WR�EH�VHHQ�

Conclusion

7KH�UHJLRQDO�LQWHJUDWLRQ�SURFHVV�RI�:HVW�$IULFD�LV�¿UVW�DQG�IRUHPRVW�DQ�HQGRJ-
HQRXV�SURFHVV��RZQHG�E\�:HVW�$IULFDQ�FRXQWULHV�DQG� WKH� UHJLRQDO� LQVWLWXWLRQ�
VHWWLQJ�WKH\�KDYH�GHVLJQHG�WR�WKLV�HQG��2YHUUHOLDQFH�RQ�H[WHUQDO�SDUWQHUV�FDQ�
RQO\�XQGHUPLQH�WKLV�RZQHUVKLS��:HVW�$IULFD�PXVW�WKXV�NHHS�WKHLU�UHJLRQDO�GHV-
WLQ\�LQ�WKHLU�RZQ�KDQGV�

,Q�GRLQJ�VR��KRZHYHU��WKH\�FDQ�XVHIXOO\�HQJDJH�ZLWK�WKLUG�SDUWLHV�LQ�D�FRQVWUXF-
WLYH�ZD\� WR� EHVW� DFFRPSDQ\� WKHLU� RZQ� LQWHJUDWLRQ� SURFHVV�� (XURSHDQV� KDYH�
SOD\HG�DQ�LPSRUWDQW�UROH�LQ�WKLV�UHVSHFW��DV�D�VRXUFH�RI� LQVSLUDWLRQ�DV�ZHOO�DV�
D�VRXUFH�RI�VXSSRUW�WR�UHJLRQDO�G\QDPLFV�LQ�:HVW�$IULFD��%XW�WKH�GRPLQDQW�UROH�
SOD\HG�E\�(XURSH��DV�D�PRGHO�DV�ZHOO�DV�DLG�GHSHQGHQF\��PD\�KDYH�DOVR�FRQ-
WULEXWHG�WR�VRPH�RI�WKH�SUREOHPV�IDFHG�E\�WKH�LQWHJUDWLRQ�SURFHVV�LQ�:HVW�$IUL-
FD��7KH�DUJXDEO\�ZHOO�LQWHQGHG�HFRQRPLF�SDUWQHUVKLS�DJUHHPHQWV�KDYH�DOUHDG\�
FRQWULEXWHG� WR�VWUDLQ� WKH� UHODWLRQVKLS�DPRQJ�:HVW�$IULFDQ�FRXQWULHV�DQG�PD\�
XOWLPDWHO\�OHDG�WR�D�EUHDN�XS�RI�WKH�HFRQRPLF�LQWHJUDWLRQ�SURFHVV�LQ�(&2:$6�
DQG�8(02$��VKRXOG�:HVW�$IULFDQ�FRXQWULHV�IDLO�WR�UHDFK�D�FRPPRQ�SRVLWLRQ�DW�
WKH�UHJLRQDO�OHYHO��

,Q�WKLV�UHVSHFW��PXOWLODWHUDO�DQG�LQWHUQDWLRQDO�VXSSRUW�WR�UHJLRQDO�LQLWLDWLYHV�PD\�
DSSHDU� OHVV� FRQVWUDLQLQJ�� 6R� GRHV� WKH� LQFUHDVLQJ� HQJDJHPHQW� RI� HPHUJLQJ�
SOD\HUV�VXFK�DV�&KLQD��,QGLD�DQG�%UD]LO��EXW�DOVR�7XUNH\��6RXWK�.RUHD��,QGRQH-
VLD��HWF���ZKR�FRXOG�EHFRPH�PRUH�DFWLYH�SDUWQHUV�RI�:HVW�$IULFDQ�LQWHJUDWLRQ��
$QG�WKH�SDQ�$IULFDQ�LQWHJUDWLRQ�SURFHVV�PD\�RIIHU�QHZ�RSSRUWXQLWLHV�IRU�D�PXOWL�
VSHHG��\HW�PRUH�FRKHUHQW�LQWHJUDWLRQ�RI�WKH�&RQWLQHQW�DQG�:HVW�$IULFD�

8OWLPDWHO\��LW�VKRXOG�EH�IRU�:HVW�$IULFD�WR�GHWHUPLQH�WKH�WHUPV�RI�HQJDJHPHQW�
ZLWK�WKLUG�SDUWLHV�LQ�LWV�LQWHJUDWLRQ�SURFHVV��'RPHVWLF�DQG�UHJLRQDO�RZQHUVKLS��DV�
ZHOO�DV�FOHDU�SROLWLFDO�OHDGHUVKLS��ZLOO�EH�NH\�LQ�WKLV�HQGHDYRXU��
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Measuring Trade Regionalisation in Africa: 
The Case of ECOWAS1

Introduction

7KH�SURFHVV�RI�WUDGH�UHJLRQDOLVDWLRQ�FDQ�EH�GH¿QHG�DV�WKH�WHQGHQF\�RI�WUDGH�
ÀRZV�WR�JURZ�PRUH� LQWHQVHO\�DPRQJ�QHLJKERXULQJ�FRXQWULHV�EHORQJLQJ�WR� WKH�
same region (intra-regional trade) than among countries belonging to different 
UHJLRQV� �H[WUD�UHJLRQDO� WUDGH���7KLV� UHVXOWV� IURP� WKH�VHWWLQJ�XS�RI�DQ� LQFUHDV-
ing number of regional integration agreements on a preferential basis (region-
DOLVP���DV�ZHOO�DV� IURP� WKH� WHQGHQF\�RI�¿UPV� WR�GHYHORS� WKHLU�DFWLYLWLHV�PRUH�
LQWHQVHO\�ZLWKLQ�WKH�ERUGHUV�RI�UHJLRQV��WKDQ�RQ�D�JOREDO�VFDOH��PDUNHW�GULYHQ�
UHJLRQDOLVDWLRQ��

0RUH�JHQHUDOO\��LW�PXVW�EH�DFNQRZOHGJHG�WKDW�WKH�QHWZRUN�RI�LQWHUQDWLRQDO�WUDGH�
UHODWLRQV�GRHV�QRW�GHYHORS�DW�WKH�VDPH�UDWH�DFURVV�GLIIHUHQW�SDUWQHU�FRXQWULHV��
2Q�WKH�FRQWUDU\��DV�SUHGLFWHG�E\�JUDYLW\�PRGHOV��WKH�LQWHQVLW\�RI�ELODWHUDO�WUDGH�
ÀRZV�H[KLELWV�D�KLJK�GHJUHH�RI�YDULDELOLW\��GHSHQGLQJ�RQ�WKH�UHODWLYH�VL]H�RI�WKH�
SDUWQHU�FRXQWULHV�DQG�RQ�WKHLU�GLVWDQFH��DV�ZHOO�DV�RQ�D�VHW�RI�DGGLWLRQDO�IDFWRUV�
VHJPHQWLQJ�QDWLRQDO�PDUNHWV��WDULIIV��TXDQWLWDWLYH�UHVWULFWLRQV��GLIIHUHQW�FXUUHQ-
FLHV��UHJXODWLRQV��DQG�VR�RQ��RU�FUHDWLQJ�SUHIHUHQWLDO�OLQNDJHV��VXFK�DV�WKH�XVH�
RI�D�FRPPRQ�ODQJXDJH��PLJUDWLRQ�ÀRZV��DQG�IUHH�WUDGH�DJUHHPHQWV�

�� �7KLV�SDSHU�LV�DQ�XSGDWHG�DQG�H[WHQGHG�YHUVLRQ�RI�,DSDGUH�DQG�/XFKHWWL��������
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5HJLRQDOLVP� LV� DW� WKH� FRUH�RI� DQ� LQWHQVH�GHEDWH� LQ� DFDGHPLF�DQG�SROLF\� FLU-
FOHV��2Q� WKH�RQH�KDQG�� UHJLRQDO� LQWHJUDWLRQ��SDUWLFXODUO\� LI� LW�JRHV�EH\RQG� WKH�
VLPSOH�UHPRYDO�RI�WUDGH�EDUULHUV��KDV�WKH�SRWHQWLDO�WR�DXJPHQW�WKH�SURGXFWLRQ�
RI� WUDQVQDWLRQDO�SXEOLF�JRRGV�DQG�VROYH�PDQ\�GLI¿FXOW�SUREOHPV� LQ� WKH�JRYHU-
QDQFH�RI�FURVV�ERUGHU�UHODWLRQV��0RUH�VSHFL¿FDOO\��WKH�LQWHJUDWLRQ�OHYHO�WKDW�FDQ�
EH�DFKLHYHG�RQ�D�UHJLRQDO�VFDOH�LV�EHOLHYHG�WR�EH�GHHSHU�WKDQ�ZKDW�FRXOG�EH�
IHDVLEOH�DW�WKH�PXOWLODWHUDO�OHYHO��2Q�WKH�RWKHU�KDQG��WKH�GHYHORSPHQW�RI�RIWHQ�
RYHUODSSLQJ�SUHIHUHQWLDO� LQWHJUDWLRQ�VFKHPHV�FDQ�KDYH�GHWULPHQWDO�HIIHFWV��E\�
IUDJPHQWLQJ�WKH�VHW�RI�PDUNHW�UHJXODWLRQV��GLYHUWLQJ�WUDGH�ÀRZV��DQG�PDNLQJ�WKH�
SURJUHVV�RI�PXOWLODWHUDO�QHJRWLDWLRQV�PRUH�GLI¿FXOW��,W�LV��WKHUHIRUH��RI�SDUDPRXQW�
LPSRUWDQFH�WR�PHDVXUH�FRUUHFWO\�WKH�LQWHQVLW\�RI�WUDGH�UHJLRQDOLVDWLRQ��LQ�RUGHU�
WR�LPSURYH�WKH�XQGHUVWDQGLQJ�RI�HFRQRPLF�JOREDOLVDWLRQ��IHHG�WKH�SXEOLF�GHEDWH�
RQ�LWV�HIIHFWV�RQ�WKH�SURJUHVV�RI�VRFLHWLHV��DQG�VXSSRUW�GHFLVLRQ�PDNLQJ�DW�DOO�
OHYHOV�

2QH�RI�WKH�FHQWUDO�VW\OL]HG�IDFWV�DERXW�LQWUD�UHJLRQDO�WUDGH�LQ�6XE�6DKDUD�$IULFD�
UHIHUV�WR�LWV�UHODWLYHO\�ORZ�OHYHOV��ZKLFK�FDQ�WKHQ�HLWKHU�EH�LQWHUSUHWHG�DV�DQ�LO-
OXVWUDWLRQ��RU�HYHQ�GHPRQVWUDWLRQ��RI�WKH�LQHIIHFWLYH�RU�IDLOLQJ�UHJLRQDO�HFRQRPLF�
DUUDQJHPHQWV��RU�DV�DQ� LQGLFDWRU�RI� WKH� ODFNLQJ�SUH�FRQGLWLRQV�IRU� IXUWKHU�DQG�
GHHSHU�UHJLRQDO�LQWHJUDWLRQ�LQ�WKH�YDULRXV�$IULFDQ�VXE�UHJLRQV��+RZHYHU��HPSLUL-
FDO�HYLGHQFH�DERXW�WUDGH�UHJLRQDOLVDWLRQ�LV�RIWHQ�EDVHG�XSRQ�VLPSOH�VWDWLVWLFDO�
LQGLFDWRUV� WKDW�GR�QRW� WDNH�DGHTXDWHO\� LQWR�DFFRXQW�FURVV�FRXQWU\�GLIIHUHQFHV�
LQ�WKH�YDOXH�RI�WRWDO�WUDGH��OHDGLQJ�WR�XQUHOLDEOH�UDQNLQJV�DFURVV�UHJLRQV��$IWHU�
UHFDOOLQJ�WKH�OLPLWDWLRQV�RI�WKHVH�WUDGLWLRQDO�PHDVXUHV��WKLV�SDSHU�SUHVHQWV�D�VHW�
RI�UHODWLYHO\�QHZ�VWDWLVWLFDO�LQGLFDWRUV��ZLWK�WKH�DLP�RI�DVVHVVLQJ�PRUH�FRUUHFWO\�
WKH�DFWXDO�GHJUHH�RI�UHJLRQDOLVDWLRQ�RI�WUDGH�DPRQJ�$IULFDQ�FRXQWULHV�

7KH�DSSURDFK�IROORZHG�KHUH�LV�RQH�RI�GHVFULSWLYH�VWDWLVWLFV��7KHUH�LV�QR�DPEL-
WLRQ�WR�HV�WDEOLVK�FDXVDO�UHODWLRQVKLSV�EHWZHHQ�WKH�LQWHQVLW\�RI�WUDGH�ÀRZV�DQG�
UHJLRQDO�LQWHJUDWLRQ�DJUHHPHQWV�RU�RWKHU�SRVVLEOH�IDFWRUV��D�WDVN�ZKLFK�ZRXOG�
UHTXLUH�DQ�HFRQRPHWULF�H[HUFLVH�JRLQJ�EH\RQG�WKH�OLPLWV�RI�WKLV�SDSHU�

7KH�QH[W�VHFWLRQ�SUHVHQWV�D�EULHI�RYHUYLHZ�RI�WKH�HPSLULFDO�OLWHUDWXUH�RQ�LQWUD�
UHJLRQDO�WUDGH�G\QDPLFV�LQ�:HVW�$IULFD�ZLWK�LWV�PDLQ�¿QGLQJV��6HFWLRQ���SUHV-
HQWV�DQ�RYHUYLHZ�RI�WKH�UHVXOWV�REWDLQHG�E\�DSSO\LQJ�WR�$IULFDQ�FRXQWULHV�D�VHW�
RI�WUDGLWLRQDO�DQG�QHZ�LQGLFDWRUV�RI�WUDGH�UHJLRQDOLVDWLRQ��7R�WKLV�SXUSRVH��$IULFD�
KDV�EHHQ�GLYLGHG�LQWR�VL[�QRQ�RYHUODSSLQJ�UHJLRQV��ZKLFK�FRUUHVSRQG��DV�IDU�DV�
SRVVLEOH��WR�WKH�PDLQ�UHJLRQDO� LQWHJUDWLRQ�DUHDV��&RXQWULHV�EHORQJLQJ�WR�PRUH�
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WKDQ�RQH�5,$�KDYH�EHHQ�DVVLJQHG�WR�WKH�UHJLRQ�WRZDUGV�ZKLFK�WKH\�VKRZ�WKH�
PD[LPXP�OHYHO�RI�UHYHDOHG�WUDGH�SUHIHUHQFHV��DV�GH¿QHG�EHORZ��$�OLVW�RI�UHJLRQV�
ZLWK�WKHLU�PHPEHU�FRXQWULHV�LV�SURYLGHG�LQ�WKH�$QQH[��7KH�FRXQWU\�FRPSRVLWLRQ�
RI�HDFK� UHJLRQ�KDV�EHHQ�NHSW�FRQVWDQW�RYHU� WLPH�� UHJDUGOHVV�RI� WKH�GDWHV� LQ�
ZKLFK�PHPEHU�FRXQWULHV�DFFHVVHG�WKH�5,$V��6HFWLRQ���LV�GHYRWHG�PRUH�VSHFL¿-
FDOO\�WR�:HVWHUQ�$IULFD��GLVWLQJXLVKLQJ�EHWZHHQ�PHPEHU�FRXQWULHV�RI�WKH�:HVW�
$IULFD�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��:$(08��DQG�WKH�RWKHU�PHPEHUV�RI�WKH�
(FRQRPLF�&RPPXQLW\�RI�:HVW�$IULFDQ�6WDWHV��(&2:$6���7KH�LGHD�LV�WR�VKRZ�
WR�ZKDW�H[WHQW�WKH�XVH�RI�D�FRPPRQ�FXUUHQF\�UHVXOWV�LQWR�PRUH�LQWHQVH�LQWUD�
UHJLRQDO�WUDGH�ÀRZV��6HFWLRQ���FRQFOXGHV�E\�SXWWLQJ�WKH�LVVXH�RI�WUDGH�UHJLRQ-
DOLVDWLRQ� XQGHU� WKH�PRUH� JHQHUDO� SHUVSHFWLYH� RI�$IULFD¶V� UROH� LQ� JOREDO� WUDGH��
DUJXLQJ�WKDW�WKH�SROLF\�SULRULW\�VKRXOG�EH�FUHDWLQJ�WKH�PDWHULDO�DQG�LPPDWHULDO�
infrastructure needed to increase the international openness of African coun-
WULHV��LQ�D�YLHZ�WR�H[SDQG�VLPXOWDQHRXVO\�LQWUD��DQG�H[WUD�UHJLRQDO�WUDGH�

Trade Regionalisation in West-Africa: a Brief Literature Review

,W� LV� FRPPRQO\� EHOLHYHG� WKDW� WUDGH� DPRQJ�$IULFDQ� FRXQWULHV� LV� UHODWLYHO\� ORZ��
HYHQ�LQ�FRPSDULVRQ�ZLWK�RWKHU�GHYHORSLQJ�DUHDV��)RU�H[DPSOH��81&7$'��������
FRPSDUHV�WKH�LQWUD�UHJLRQDO�WUDGH�VKDUH�RI�$IULFDQ�FRXQWULHV����SHU�FHQW�RQ�DY-
HUDJH�EHWZHHQ�H[SRUWV�DQG�LPSRUWV�LQ����������WR�WKDW�RI�GHYHORSLQJ�$PHULFD�
����SHU�FHQW��DQG�$VLD�����SHU�FHQW���DQG�SUHVHQWV�GDWD�JRLQJ�EDFN� WR�������
FRQFOXGLQJ� WKDW� ³$IULFD� KDV� FRQVLVWHQWO\� KDG� D� FRQVLGHUDEO\� ORZHU� SURSRUWLRQ�
RI� LQWUD�UHJLRQDO� WUDGH� WKDQ�RWKHU� UHJLRQV´� �81&7$'�������� ����2�2WKHU� DQD-
O\VWV�KDYH�DOVR�SRLQWHG�WR�WKH�ORZ�DQG�LQVXI¿FLHQW�OHYHOV�RI�LQWUD�UHJLRQDO�WUDGH�
LQ�:HVW�$IULFD�� LQ�SDUWLFXODU��DQG�6XE�6DKDUD�$IULFD��PRUH� LQ�JHQHUDO��DQG� WR�
WKH�PDUJLQDO� LQFUHDVH� RI� LQWUD�UHJLRQDO� WUDGH� OHYHOV� RYHU� VHYHUDO� GHFDGHV� RI�
IRUPDO� UHJLRQDOLVP� �6WUDXEKDDU� ������ )RURXWDQ� ������ )RURXWDQ� DQG�3ULWFKHW�
������(OEDGDZL� ������2¶&RQQHOO� ������ ��������� /\DNXUZD�HW� DO�� ������ �����
-HEXQL�������2JXQNROD�������,QWHU�$IULFD�*URXS�������*ROGVWHLQ�������������
'LDEUp�������.HQQHV�������6ORFXP�HW�DO��������/RQJR�DQG�6HNNDW�������2GX-
ODUX�������.HDQH�HW�DO��������=DQQRX�������,JXH�������5RPPHO��������7KH�ORZ�

�� �,W�LV�RIWHQ�DUJXHG�WKDW�RI¿FLDO�GDWD�XQGHUHVWLPDWH�WKH�DFWXDO�LPSRUWDQFH�RI�LQWUD�UHJLRQDO�WUDGH�LQ�
$IULFD��GXH�WR�WKH�ODUJH�VL]H�RI�LOOHJDO�DQG�LQIRUPDO�FURVV�ERUGHU�WUDQVDFWLRQV��$OWKRXJK�WKLV�SUR-
EOHP�FDQ�EH�SDUWLFXODUO\�UHOHYDQW�IRU�VRPH�FRXQWULHV��WKH�RYHUDOO�SLFWXUH�VKRXOG�QRW�EH�DIIHFWHG�
VLJQL¿FDQWO\��81&7$'�������������
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OHYHOV�RI�PDQXIDFWXUHG�LQWUD�LQGXVWU\�WUDGH�KDYH�DOVR�EHHQ�REVHUYHG��*ROGVWHLQ�
�����������$QG�DV�(OEDGDZL�UHPDUNHG��³DQ\�QXPEHU�RI�µQRUPDWLYH¶�DSSURDFKHV�
��EDVHG�RQ�JURZWK�RU�ZHOIDUH�FRQVLGHUDWLRQV���FRXOG�EH�PDUVKDOOHG�WR�GHULYH�WKH�
FRQFOXVLRQ�WKDW�>6XE�6DKDUD�$IULFD@�LV�QRW�VXI¿FLHQWO\�LQWHJUDWHG�DQG�WKDW�LQWUD�
66$�WUDGH�LV�µWRR�OLWWOH¶´��(OEDGDZL������������

7KHVH� ORZ� OHYHOV�RI� LQWUD�UHJLRQDO� WUDGH�DUH�FRQVLGHUHG�WR�EH�WKH� ORQJ�ODVWLQJ�
UHVXOW�RI�WUDGH�SDWWHUQV�HVWDEOLVKHG�LQ�WKH�FRORQLDO�DJH��ZKHQ�$IULFDQ�FRXQWULHV�
ZHUH�OHG�WR�H[SRUW�WKHLU�QDWXUDO�UHVRXUFHV�WR�(XURSH��ZLWKRXW�EXLOGLQJ�HFRQRP-
LF�OLQNDJHV�ZLWK�QHLJKERXULQJ�FRXQWULHV��1,6(5��������0RUHRYHU��WKLV�LV�RIWHQ�
SUHVHQWHG�DV�HYLGHQFH�RI�WKH�IDLOXUH�RI�UHJLRQDO�LQWHJUDWLRQ�DJUHHPHQWV��5,$V��
DPRQJ�$IULFDQ� FRXQWULHV� WR� DFKLHYH� WKHLU� WUDGH� JRDOV��$V�<HDWHV� ������� DQG�
*ROGVWHLQ������������KDYH�QRWHG��WKH�µPLOG¶� LQFUHDVH�LQ�LQWUD�$IULFDQ�WUDGH�RE-
VHUYHG�LQ�WKH�HDUO\�����V��IURP�DSSUR[LPDWHO\���SHU�FHQW� LQ������WR�DSSUR[L-
PDWHO\����SHU�FHQW�LQ�������FDQQRW�EH�DVFULEHG�WR�WKH�H[SDQVLRQ�RI�WUDGH�ZLWKLQ�
FRXQWU\�JURXSLQJV�FRYHUHG�E\�D�SUHIHUHQWLDO�WUDGH�DJUHHPHQW��8VLQJ�D�JUDYLW\�
PRGHO�RI�ELODWHUDO� �QRQ�RLO�WUDGH��ÀRZV��)RURXWDQ�DQG�3ULWFKHWW� �������GLG�QRW�
¿QG�D�VWDWLVWLFDOO\�VLJQL¿FDQW�GXPP\�YDULDEOH�IRU�(&2:$6��RQO\�IRU�&($2�GLG�
WKH\�¿QG�D�VLJQL¿FDQW�HIIHFW�RI�PHPEHUVKLS�RQ�ELODWHUDO�WUDGH�ÀRZV��$W�WKH�VDPH�
WLPH��WKH\�SRLQW�WR�WKH�IDFW�WKDW�LQWUD�$IULFDQ�WUDGH�DSSHDUV�WR�EH�UHODWLYHO\�FORVH�
WR�ZKDW�WKHLU�JUDYLW\�PRGHO�SUHGLFWV��,Q�RWKHU�ZRUGV��WKH�µUHODWLYHO\�ORZ¶�OHYHOV�RI�
LQWUD�$IULFDQ�FDQ�EH�H[SODLQHG�UHODWLYHO\�ZHOO�E\�WKH�HFRQRPLF�VL]H�RI�WKH�WUDGH�
SDUWQHUV�DQG� WKHLU�PXWXDO�GLVWDQFH��DW� OHDVW�RQ�DYHUDJH��7KLV� LV�DQ� LPSRUWDQW�
SRLQW�ZKLFK�FRQQHFWV�ZLWK�ZKDW�ZLOO�EH�VDLG�LQ�WKH�UHVW�RI�WKLV�DUWLFOH��8VLQJ�DQ�
H[WHQGHG�JUDYLW\�PRGHO��(OEDGDZL�����������������¿QGV�WKDW�ERWK�&($2�DQG�
(&2:$6�VLJQL¿FDQWO\�LQFUHDVH�LQWUD�EORF�WUDGH��XVLQJ�GDWD�IRU�WKH�¿UVW�KDOI�RI�
WKH�����V��+RZHYHU��XVLQJ�GDWD�IRU�WKH�VHFRQG�KDOI�RI�WKH�����V�� LW� LV�VKRZQ�
WKDW�&($2�FHDVHV� WR�VWLPXODWH� LQWUD�UHJLRQDO� WUDGH� �ZKLOH�EHLQJ� WUDGH�GLYHUW-
LQJ���DQG�WKDW�WKH�WUDGH�HIIHFW�RI�(&2:$6�LV�UHGXFHG��,Q�DQRWKHU�VWXG\�E\�6R-
ORDJD�DQG�:LQWHUV��������QR�VLJQL¿FDQW�FKDQJHV�ZHUH�IRXQG�LQ�WKH�SURSHQVLW\�
IRU�LQWUD�EORFN�WUDGH�LQ�WKHLU�HFRQRPHWULF�HYDOXDWLRQ�RI�WKH�WUDGH�HIIHFWV�RI�WKH�
FUHDWLRQ�RU� UHYDPSLQJ�RI�VHYHUDO� UHJLRQDO� LQWHJUDWLRQ�VFKHPHV� LQ� WKH�����V�3 
*EHWQNRP�DQG�$YRP��������HVWLPDWH�JUDYLW\�W\SH�PRGHOV�IRU�DQDO\]LQJ�LQWUD�
:$(08�WUDGH�DQG�DUULYH�DW�WKH�FRQFOXVLRQ�WKDW��DOWKRXJK�:$(08�PHPEHUVKLS�

�� �,Q�RQO\�D�IHZ�FDVHV��HLWKHU�LPSRUWV�RU�H[SRUWV��QRW�FRPELQHG��VKRZHG�VLJQL¿FDQW�WUDGH�GLYHUVL-
RQ��6RORDJD�DQG�:LQWHUV�������
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SRVLWLYHO\��DQG�VWDWLVWLFDOO\�VLJQL¿FDQWO\��LQÀXHQFHG�WUDGH�ÀRZV�LQ�WKH�ODWH�����V��
LQWUD�UHJLRQDO� WUDGH� LV� VWLOO� DW� OHYHOV� EHORZ� WKHLU� SUHGLFWHG� SRWHQWLDO�� JHQHUDOO\�
VSHDNLQJ��

This weak link that seems to exist between regional integration and intra-region-
DO�WUDGH�LV�QRW�RQO\�GXH�WR�SRRU�LPSOHPHQWDWLRQ�RI�UHJLRQDO�FRPPLWPHQWV��UXOHV�
DQG�SROLFLHV���EXW�DOVR�WR�WKH�PXOWLSOLFDWLRQ�RI�QRQ�WDULII�EDUULHUV��17%V��DQG�WKH�
ODFN�RI�IXQGDPHQWDO�FRQGLWLRQV�IRU�WKHLU�VXFFHVV��VXFK�DV�JRRG�LQIUDVWUXFWXUH��
WKH�FRPSOHPHQWDULWLHV�RI�VSHFLDOLVDWLRQ�SDWWHUQV��PDFUR�HFRQRPLF�VWDELOLW\��DQG�
JRRG�JRYHUQDQFH��2\HMLGH�������/\DNXUZD�HW�DO��������.HQQHV����������������
/RQJR�DQG�6HNNDW�������������.HDQH�HW�DO��������'),'��������

:LWK�UHVSHFW�WR�WKH�WUDGH�HIIHFWV�RI�H[FKDQJH�UDWH�VWDELOLW\��:HVW�$IULFD�REYLRXVO\�
RIIHUV�DQ�LQWHUHVWLQJ�FDVH��ZLWK�VRPH�FRXQWULHV�VKDULQJ�D�FRPPRQ�FXUUHQF\�DQG�
RWKHUV�PDLQWDLQLQJ�PRQHWDU\�DXWRQRP\��$OWKRXJK�VRPH�FURVV�FRXQWU\�VWXGLHV�
VXJJHVW�WKDW�WKHUH�LV�VRPH�HYLGHQFH�RI�D�SRVLWLYH�HIIHFW�RI�H[FKDQJH�UDWH�VWDELO-
LW\�RQ�WUDGH�IRU�GHYHORSLQJ�FRXQWULHV��RYHUDOO�WKHUH�VHHPV�WR�EH�PL[HG�HYLGHQFH�
ZKHQ� ]RRPLQJ� LQ� RQ�6XE�6DKDUD�$IULFD� LQ� WKH� ����V� DQG� ����V� �2�&RQQHOO�
����������������8VLQJ�GDWD�RQ�8(02$�LPSRUWV��IRU�H[DPSOH��0HGKRUD��������
¿QGV�QR�HYLGHQFH�RI�DQ�HIIHFW�RI�H[FKDQJH�UDWH�VWDELOLW\�YRODWLOLW\�RQ�WUDGH��(O-
EDGDZL��������GRHV�¿QG�VLJQL¿FDQW�SRVLWLYH�HIIHFWV�RI�PRQHWDU\� LQWHJUDWLRQ�LQ�
&($2�RQ� LQWUD�EORF� WUDGH� LQ� WKH�HDUO\�����V�� EXW� WKHVH�HIIHFWV�DUH� UHYHUVHG�
LQ�WKH�ODWH�����V�4�+RZHYHU��PRUH�UHFHQW�ZRUN�E\�)LHOGLQJ�DQG�6KLHOGV��LQ�WKH�
FRQWH[W�RI�WHVWLQJ�WKH�HQGRJHQHLW\�RI�WKH�2&$�FULWHULD�IRU�WKH�IUDQF�]RQH��VKRZV�
VXEVWDQWLDO�DQG�VWDWLVWLFDOO\�VLJQL¿FDQW�HIIHFWV�RI�FRPPRQ�&)$�PHPEHUVKLS�RQ�
ELODWHUDO� WUDGH� ÀRZV� LQ� 6XE�6DKDUD�$IULFD� �)LHOGLQJ� DQG�6KLHOGV� ������5 And 
=DQQRX��������DOVR�¿QGV�HYLGHQFH�RI�D�SRVLWLYH�OLQNDJH�EHWZHHQ�H[FKDQJH�UDWH�
VWDELOLW\�DQG�LQWUD�(&2:$6�WUDGH�

)RU�WKH�UHDVRQV�VWDWHG�DERYH��LQFUHDVLQJ�LQWUD�$IULFDQ�FRPPHUFLDO�LQWHUDFWLRQV�
LV�RIWHQ�FRQVLGHUHG�DV�RQH�RI�WKH�SULRULWDU\�LQWHUPHGLDWH�REMHFWLYHV�RI�QDWLRQDO��
UHJLRQDO� RU� LQWHU�QDWLRQDO� SROLF\� DFWLRQ� E\� H�J�� $IULFDQ� 8QLRQ�� 1(3$'�� 81�
DJHQFLHV�� WKH� 2(&'�� &RPPRQ�ZHDOWK� 6HFUHWDULDW�� 8QLWHG� %DQN� RI� $IULFD��
$IUH[LPEDQN�� '),'�� HWF�� �818� ������ 'LDEUp� ������ &DPSEHOO� ������ 81(&$�

�� �6LPLODU�HIIHFWV�ZHUH�REWDLQHG�E\�'HYDUDMDQ�DQG�GH�0HOR��������
�� �6HH�DOVR��&X\YHUV�HW�DO������������������
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������2GXODUX�������.HDQH�HW�DO��������1RQRU�������'),'�������(NUD��������
$SDUW�IURP�WKH�WR�EH�H[SHFWHG�VWDWLF�DQG�G\QDPLF�HFRQRPLF�JDLQV�IURP�IXUWKHU�
LQWHJUDWLRQ� LW�KDV�DOVR�EHHQ�VXJJHVWHG�WKDW�UHDFKLQJ�PLQLPDO�FULWLFDO� OHYHOV�RI�
HFRQRPLF�LQWHUGHSHQGHQFH�LQ�:HVW�$IULFD��PLJKW�SURGXFH�SRVLWLYH�HIIHFWV�RQ�WKH�
SROLWLFDO�G\QDPLFV�LQ�WKH�UHJLRQ��*ROGVWHLQ������������

7KH�DSSDUHQWO\�ORZ�OHYHOV�RI�LQWUD�$IULFDQ�WUDGH�ZLOO�EH�FORVHU�ORRNHG�DW�LQ�WKH�
QH[W�VHFWLRQ�

Trade Regionalisation in Africa: a Quantitative Assessment

7KH�VLPSOHVW�VWDWLVWLFDO�LQGLFDWRU�XVHG�WR�DVVHVV�WKH�UHODWLYH�LPSRUWDQFH�RI�LQWUD�
regional trade is its share of the region’s total trade (intra-regional trade share, Si�� 

  S  �Wii�Wi.�� � � � � � >� �� @ 

� � ����6i�����

LQ�ZKLFK�� tii  �UHJLRQ�L¶V�LQWUD�UHJLRQDO�WUDGH��H[SRUWV�SOXV�LPSRUWV��

  ti.� �UHJLRQ�L¶V�WRWDO�WUDGH�

*LYHQ�LWV�LQWXLWLYH�DSSHDO��WKLV�LQGLFDWRU�LV�RIWHQ�XVHG�LQ�WKH�HPSLULFDO�DQDO\VLV�RI�
5,$V��VHH��IRU�H[DPSOH��:72�������7DEOH�,����

,QWUD�UHJLRQDO�WUDGH�VKDUHV�IRU�WKH�VL[�$IULFDQ�UHJLRQV�LGHQWL¿HG�LQ�WKLV�SDSHU�DUH�
VKRZQ�LQ�)LJXUH����,Q�)LJXUH����WKH�VKDUHV�IRU�(&2:$6�DQG�:$(08�DUH�FRP-
SDUHG�ZLWK�WKH�FRUUHVSRQGLQJ�YDOXHV�IRU�VHOHFWHG�UHJLRQV�ZRUOGZLGH�

($&��(&2:$6�DQG�6RXWKHUQ�$IULFD�VKRZ�UHODWLYHO\�ODUJHU�LQWUD�UHJLRQDO�WUDGH�
VKDUHV��DW� OHYHOV�VOLJKWO\� ORZHU�WKDQ�LQ�VRPH�$PHULFDQ�UHJLRQV��VXFK�DV�&DUL-
FRP��&HQWUDO�$PHULFD�DQG�0HUFRVXU��7KLV�LQGLFDWRU�LV�RQO\�DERXW���SHU�FHQW�LQ�
$08��&HQWUDO�$IULFD�DQG�1RUWK�(DVW�$IULFD��HYHQ�EHORZ� WKH� OHYHO� LQ�6$$5&��
ZKHUH�LW�LV�FXUUHQWO\�DURXQG�����SHU�FHQW�

$Q�XSZDUG�WUHQG�RI�WKH�LQWUD�UHJLRQDO�WUDGH�VKDUH�LQ�WKH�ODVW�WZR�GHFDGHV�LV�YLV-
LEOH�RQO\�IRU�(&2:$6��1RUWK�(DVW�$IULFD��DQG�6RXWKHUQ�$IULFD�
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)LJXUH����,QWUD�5HJLRQDO�7UDGH�6KDUHV�IRU�$IULFDQ�VXE�UHJLRQV�����������

6RXUFH��%DVHG�RQ�,0)�'276�GDWD��\HDUV������������������������������

)LJXUH� ��� ,QWUD�5HJLRQDO�7UDGH�6KDUHV� IRU�(&2:$6��:$(08�DQG�6HOHFWHG�
:RUOG�5HJLRQV�LQ��������

 

6RXUFH��5,.6
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8QIRUWXQDWHO\��DV�VKRZQ�E\�$QGHUVRQ�DQG�1RUKHLP���������DPRQJ�RWKHUV��WKH�
LQWUD�UHJLRQDO� WUDGH� VKDUH� LQFXUV� DW� OHDVW� WZR� SUREOHPV�� LPSDLULQJ� LWV� XVH� IRU�
FURVV�UHJLRQ�DQG�WLPH�VHULHV�DQDO\VHV��5HJDUGOHVV�RI�WKH�OHYHO�RI�WUDGH�LQWHJUD-
WLRQ��D�UHJLRQ¶V�LQWUD�UHJLRQDO�WUDGH�VKDUH�LV�SRVLWLYHO\�DIIHFWHG�E\�

WKH�QXPEHU�RI�LWV�PHPEHU�FRXQWULHV��IRU�DQ\�JLYHQ�YDOXH�RI�LWV�WRWDO�WUDGH�
LWV�VL]H�LQ�WHUPV�RI�WRWDO�WUDGH��IRU�DQ\�JLYHQ�QXPEHU�RI�PHPEHU�FRXQWULHV�

7KH�ODWWHU�SUREOHP�LV�SDUWLFXODUO\�LQVLGLRXV��EHFDXVH�LW�JLYHV�WKH�LQWUD�UHJLRQDO�
WUDGH�VKDUH�D�SUR�F\FOLFDO�ELDV�� VR� WKDW�G\QDPLF� UHJLRQV��ZKRVH� WUDGH�JURZV�
PRUH� UDSLGO\� WKDQ� WKH�ZRUOG�DYHUDJH�� WHQG� WR�VKRZ�ULVLQJ� LQWUD�UHJLRQDO� WUDGH�
VKDUHV�UHJDUGOHVV�RI�WKHLU�GHJUHH�RI�WUDGH�LQWHJUDWLRQ��WKDW� LV��HYHQ�DVVXPLQJ�
WKDW� WKH�ZHLJKW�RI�HYHU\�SDUWQHU� LQ� WKH�UHJLRQ¶V� WUDGH� LV�HTXDO� WR� LWV�ZHLJKW� LQ�
ZRUOG�WUDGH��µJHRJUDSKLF�QHXWUDOLW\¶��

2QH�SRVVLEOH�DOWHUQDWLYH�LV�RIIHUHG�E\�WKH�intra-regional trade intensity index (Ii���
ZKLFK��LQ�LWV�VLPSOHVW�VSHFL¿FDWLRQ��LV�HTXDO�WR�WKH�UDWLR�EHWZHHQ�UHJLRQ�L¶V�LQWUD�
regional trade share (Si) and its share of world trade (Wi��

6 

 Ii  �6i�:i  ��Wii�Wi.���Wi.�7�� � � � �� � >� �� @ 

� ����,i����7���Wi�)

LQ�ZKLFK�� tii � �UHJLRQ�i¶V�LQWUD�UHJLRQDO�WUDGH�

  ti.  �UHJLRQ�i¶V�WRWDO�WUDGH�
� � 7� �ZRUOG�WUDGH�

�� �,W�VKRXOG�EH�UHPLQGHG�WKDW��VLQFH�QR�FRXQWU\�FDQ�WUDGH�ZLWK�LWVHOI��WKH�GHQRPLQDWRU�RI�WKH�LQGH[�
VKRXOG�EH�FRUUHFWHG�E\�VXEWUDFWLQJ�IURP�WKH�UHJLRQ¶V�WRWDO�WUDGH��DV�ZHOO�DV�IURP�ZRUOG�WUDGH��RQH�
Q�WK�RI�WKH�UHJLRQ¶V�WRWDO�WUDGH��ZKHUH�Q�LV�WKH�QXPEHU�RI�FRXQWULHV�LQ�WKH�UHJLRQ���DV�VKRZQ�E\�
$QGHUVRQ�DQG�1RUKHLP������������IRRWQRWH�����7KLV�FRUUHFWLRQ�HQVXUHV�WKDW�WKH�LQGH[�LV�DSSUR[L-
PDWHO\�HTXDO�WR�XQLW\��LI�WKH�JHRJUDSKLF�RULHQWDWLRQ�RI�WKH�UHJLRQ¶V�WUDGH�LV�QRW�LQZDUG�ELDVHG��7KH�
PRUH�VLPLODU�DUH�WKH�WUDGH�YDOXHV�RI�PHPEHU�FRXQWULHV��WKH�ORZHU�LV�WKH�DSSUR[LPDWLRQ�HUURU��6HH�
DOVR�)UDQNHO����������������7KH�$QGHUVRQ�DQG�1RUKHLP�FRUUHFWLRQ�LV�LPSRUWDQW�IRU�FRPSDULQJ�
WUDGH�LQWHQVLW\�OHYHOV�RI�GLIIHUHQW�UHJLRQV��EXW�PD\�EH�QHJOHFWHG�LI�WKH�LQWHUHVW�LV�IRFXVHG�RQ�WKH�
WLPH�SDWK�RI�LQWUD�UHJLRQDO�WUDGH�LQWHQVLW\�LQ�D�VLQJOH�UHJLRQ��2Q�WKH�RWKHU�KDQG��WKLV�FRUUHFWLRQ�
GRHV�QRW�VROYH�RWKHU�SUREOHPV�UDLVHG�E\�WKH�IDFW�WKDW�QR�FRXQWU\�FDQ�WUDGH�ZLWK�LWVHOI��ZKLFK�ZHUH�
KLJKOLJKWHG�E\�6DYDJH�DQG�'HXWVFK� ��������$�PRUH� ULJRURXV� FRUUHFWLRQ�SURFHGXUH�KDV�EHHQ�
SURSRVHG�E\�)UHXGHQEHUJ��*DXOLHU�DQG�hQDO�.HVHQFL���������6HH�DOVR�*DXOLHU��-HDQ�DQG�hQDO�
.HVHQFL��������
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This index is equal to one if the region’s weight in its own trade is equal to its 
ZHLJKW�LQ�ZRUOG�WUDGH��JHRJUDSKLF�QHXWUDOLW\���,Q�FRQWUDVW��LI�LQWUD�UHJLRQDO�WUDGH�
LV�UHODWLYHO\�PRUH�LPSRUWDQW�WKDQ�WUDGH�ÀRZV�ZLWK�WKH�UHVW�RI�WKH�ZRUOG��DV�LV�XVX-
DOO\�WKH�FDVH��WKH�LQGH[�LV�KLJKHU�WKDQ�RQH�

&RUUHVSRQGLQJO\��DQ�extra-regional trade intensity index (Ei��FDQ�EH�GH¿QHG�DV�

 Ei  ����±�6i.������±�:i�� � � � � � >� �� @ 

� ����(i���>7����7�±�Wi��@

,QWUD�UHJLRQDO� WUDGH� LQWHQVLW\� LQGLFHV� KDYH� VRPHWLPHV� DOVR� EHHQ� XVHG� LQ� WKH�
VWXG\�RI�$IULFDQ�WUDGH��VHH��IRU�H[DPSOH��<DQJ�DQG�*XSWD���������LQ�ZKLFK�WKH\�
UHDFK� YHU\� KLJK� OHYHOV�� OHDGLQJ� WR� WKH� FRQFOXVLRQ� WKDW� LQWUD�UHJLRQDO� WUDGH� LV�
much more important for African countries than could be expected upon the 
EDVLV�RI�WKHLU�ZHLJKW�LQ�ZRUOG�WUDGH��)LJXUH���VKRZV�WKHVH�LQGLFDWRUV�IRU�WKH�VL[�
$IULFDQ�UHJLRQV�RI�WKLV�SDSHU�

)LJXUH����,QWUD�5HJLRQDO�7UDGH�,QWHQVLW\�,QGH[

6RXUFH��%DVHG�RQ�,0)�'276�GDWD��\HDUV������������������������������
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7KH�¿JXUH�LV�PDGH�GLI¿FXOW�WR�UHDG�E\�WKH�H[WUHPHO\�KLJK�OHYHOV�UHDFKHG�E\�WKLV�
LQGLFDWRU� LQ�($&�� LQ�ZKLFK�WKH�LQWUD�UHJLRQDO� WUDGH�VKDUH�KDSSHQV�WR�EH�PRUH�
WKDQ� ���� WLPHV� ODUJHU� WKDQ� WKH� UHJLRQ¶V� ZHLJKW� LQ� ZRUOG� WUDGH�� ,QWUD�UHJLRQDO�
WUDGH�LQWHQVLW\�LQGLFHV�DUH�DOZD\V�PXFK�KLJKHU�WKDQ�WKH�YDOXH�RI���DOVR�LQ�WKH�
RWKHU� ¿YH� UHJLRQV�� EXW� VKRZ� DQ� XSZDUG� WUHQG� RQO\� LQ� 1RUWK� (DVW�$IULFD� DQG�
6RXWKHUQ�$IULFD�

7KH� LQWUD�UHJLRQDO� WUDGH� LQWHQVLW\� LQGH[�� GHVSLWH� RYHUFRPLQJ� WKH� OLPLWDWLRQV�
IDFHG�E\�WKH�XQDGMXVWHG�WUDGH�VKDUH��LV��LQ�WXUQ��DIIHFWHG�E\�D�QXPEHU�RI�VWDWLVWL-
FDO�SUREOHPV��ZKLFK�OLPLW�LWV�LQWHUSUHWDELOLW\�DQG�XVHIXOQHVV�

1. range variability: WKH�PD[LPXP�YDOXH�RI�WKH�LQGH[�LV�D�GHFUHDVLQJ�IXQFWLRQ�RI�
WKH�UHJLRQ¶V�WRWDO�WUDGH��VR�WKDW�LQGLFHV�FRPSXWHG�IRU�GLIIHUHQW�UHJLRQV�DQG�
RU�SHULRGV�DUH�QRW�SHUIHFWO\�FRPSDUDEOH�ZLWK�HDFK�RWKHU�

2. range asymmetry: WKH�UDQJH�RI�WKH�LQGH[�EHORZ�WKH�WKUHVKROG�YDOXH�RI���LV�
PXFK�VPDOOHU�WKDQ�DERYH��ZKLFK�PD\�JLYH�ULVH�WR�ELDVHG�DVVHVVPHQWV�RI�
LWV�FKDQJHV��DQG�FUHDWH�SUREOHPV� LQ�HFRQRPHWULF�HVWLPDWHV� LQYROYLQJ� WKH�
LQGH[�

3. dynamic ambiguity: LQWUD�� DQG� H[WUD�UHJLRQDO� WUDGH�LQWHQVLW\� LQGLFHV� FDQ�
PRYH�LQ�WKH�VDPH�GLUHFWLRQ��LI�FHUWDLQ�FRQGLWLRQV�KROG��FUHDWLQJ�SUREOHPV�LQ�
WKHLU�LQWHUSUHWDWLRQ�

A possible solution has been proposed by Iapadre (2006) with a regional trade 
LQWURYHUVLRQ�LQGH[��ZKLFK�PHDVXUHV�WKH�LQWHQVLW\�RI�³UHYHDOHG�WUDGH�SUHIHUHQF-
HV´��573��DPRQJ�FRXQWULHV�EHORQJLQJ�WR�WKH�VDPH�UHJLRQ�7 

The regional trade introversion index��-i��LV�EDVHG�XSRQ�D�PRGL¿HG�YHUVLRQ�RI�
LQWUD��DQG�H[WUD�UHJLRQDO�LQWHQVLW\�LQGLFHV��+,i��+(i���LQ�ZKLFK�WKH�LQWUD�UHJLRQDO�
trade share is compared to the region’s share of the trade of other regions (and 
QRW�RI�ZRUOG�WUDGH���VR�WKDW�WKHLU�UDQJH�LV�LQGHSHQGHQW�RI�WKH�VL]H�RI�WKH�UHJLRQ��
-i�ULVHV��RU�IDOOV��RQO\�LI�WKH�LQWHQVLW\�RI�LQWUD�UHJLRQDO�WUDGH�JURZV�PRUH��RU�OHVV��
UDSLGO\�WKDQ�WKDW�RI�H[WUD�UHJLRQDO�WUDGH��7KH�LQGH[�LV�PDGH�V\PPHWULF�WKURXJK�
a transformation of the ratio between HIi and HEi�VR�WKDW�WKH�WKUHVKROG�YDOXH�RI�
JHRJUDSKLF�QHXWUDOLW\��-i� ����GLYLGHV�LWV�UDQJH�LQWR�WZR�HTXDO�SDUWV��0RUHRYHU��
DQ�LQFUHDVH�LQ�-i�VKRZV�WKDW�WKH�LQWHQVLW\�RI�LQWUD�UHJLRQDO�WUDGH�ÀRZV�KDV�JURZQ�

�� �6HH�DOVR��,DSDGUH�DQG�3OXPPHU��������
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PRUH�WKDQ�WKDW�RI�H[WUD�UHJLRQDO�WUDGH��VROYLQJ�WKH�G\QDPLF�DPELJXLW\�SUREOHP�
RI�WUDGLWLRQDO�WUDGH�LQWHQVLW\�LQGLFHV��,WV�IRUPXOD�LV�WKH�IROORZLQJ�

� -i� ��+,i�±�+(i����+,i + HEi��� � � � � >� �� @ 
� ±����-i����

LQ�ZKLFK�

 HIi� �6i�9i� ��Wii�Wi����Wri�Wr.)
 HEi  ����±�6i.������±�9i)

 tii �  � UHJLRQ�L¶V�LQWUD�UHJLRQDO�WUDGH�
 ti.�  � UHJLRQ�L¶V�WRWDO�WUDGH�
 tri��  � UHJLRQ�L¶V�H[WUD�UHJLRQDO�WUDGH�
 tr.�  � WRWDO�WUDGH�RI�WKH�UHVW�RI�WKH�ZRUOG�

7KH�FRUUHVSRQGLQJ�UHJLRQDO�WUDGH�H[WURYHUVLRQ�LQGH[��)i��FDQ�EH�GH¿QHG�DV�
 
 Fi� ��+(i ±�+,i����+(i + HIi��� �±-i � � � � >� �� @ 

� ±����)i����

$�IXUWKHU�LQWHUHVWLQJ�SURSHUW\�RI�WKH�UHJLRQDO�WUDGH�LQWURYHUVLRQ�LQGH[�LV�WKDW�LW�VL-
PXOWDQHRXVO\�PHDVXUHV�WKH�UHODWLYH�LQWHQVLW\�RI�LQWUD�UHJLRQDO�WUDGH�LQ�WKH�WDUJHW�
UHJLRQ�L�DQG�LQ�WKH�UHVW�RI�WKH�ZRUOG��WDNHQ�DV�D�VLQJOH�³FRPSOHPHQWDU\�UHJLRQ´��
6WDWHG�GLIIHUHQWO\�� LI� WKH�ZRUOG� LV�GLYLGHG� LQWR�WZR�UHJLRQV��VLQFH��E\�GH¿QLWLRQ��
S2� ����±�91���92� ����±�61���DQG�vice versa��LW�LV�HDV\�WR�VKRZ�WKDW�-2� �-1��LQGH-
SHQGHQWO\�RI�WKH�VL]H�RI�WKH�UHJLRQV��,QWXLWLYHO\��LW�LV�UHDVRQDEOH�WKDW��LI�WKH�ZRUOG�
LV�GLYLGHG�LQWR�RQO\�WZR�UHJLRQV��DQ\�OHYHO�RI�WUDGH�LQWURYHUVLRQ�LQ�RQH�RI�WKHP�
LPSOLHV�WKH�VDPH�UHVXOW�LQ�WKH�RWKHU��ZLWK�WKH�OLPLWLQJ�FDVH�LQ�ZKLFK�ERWK�UHJLRQV�
DUH�FRPSOHWHO\�LVRODWHG�IURP�HDFK�RWKHU�

7KH�WUDGH�LQWURYHUVLRQ�LQGLFHV�IRU�RXU�VL[�$IULFDQ�UHJLRQV�DUH�VKRZQ�LQ�)LJXUH�
���7KH�PDLQ�IDFWV�DOUHDG\�YLVLEOH�LQ�WKH�SUHYLRXV�¿JXUHV�DUH�QRW�DOWHUHG��EXW�WKLV�
LQGLFDWRU�LV�EHWWHU�VXLWHG�WR�DOORZ�UHOLDEOH�FRPSDULVRQV�DFURVV�GLIIHUHQW�UHJLRQV��

7KH�UHJLRQDO�WUDGH�LQWURYHUVLRQ�LQGH[�FDQ�EH�VHHQ�DV�D�SDUWLFXODU�FDVH�RI�WKH�
ELODWHUDO�573�LQGH[��VKRZLQJ�WKH�UHODWLYH�LQWHQVLW\�RI�WUDGH�ÀRZV�EHWZHHQ�D�SDLU�
RI�FRXQWULHV�RU�UHJLRQV��,DSDGUH�DQG�7LURQL��������
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)LJXUH����5HJLRQDO�7UDGH�,QWURYHUVLRQ

$�PRUH�FRPSUHKHQVLYH�SLFWXUH�RI�UHJLRQDO�WUDGH�LQ�$IULFD�LV�RIIHUHG�E\�7DEOH����
ZKLFK�VKRZV�573�LQGLFHV�QRW�RQO\�IRU�LQWUD�UHJLRQDO�WUDGH��LQWURYHUVLRQ�LQGLFHV���
EXW�DOVR�IRU�WUDGH�EHWZHHQ�HDFK�SDLU�RI�$IULFDQ�UHJLRQV��DV�ZHOO�DV�IRU�WKHLU�WUDGH�
ZLWK�WKH�(XURSHDQ�8QLRQ�������ZKLFK�LV�E\�IDU�WKH�PRVW�LPSRUWDQW�H[WUD�UHJLRQDO�
SDUWQHU�RI�$IULFDQ�FRXQWULHV�

7DNLQJ�WKH�573�LQGH[�RI�WKH�³UHVW�RI�WKH�ZRUOG´�DV�D�EHQFKPDUN�RI�LQWHUQDWLRQDO�
WUDGH�LQWHJUDWLRQ��WKH�WDEOH�VKRZV�WKDW�UHJLRQDO�WUDGH�LQWURYHUVLRQ�LV�SDUWLFXODUO\�
KLJK�LQ�6XE�6DKDUDQ�$IULFD��66$���,Q�RWKHU�ZRUGV��WKH�LQDELOLW\�RI�66$�FRXQWULHV�
WR�SDUWLFLSDWH�VXFFHVVIXOO\�LQ�H[WUD�UHJLRQDO�WUDGH�WUDQVODWHV�LQWR�D�UHODWLYHO\�KLJK�
LQWHQVLW\�RI�WUDGH�ZLWK�UHJLRQDO�SDUWQHUV��ZKLFK�LOOXVWUDWHV�WKH�FRQFHSW�RI�³WUDGH�
LQWURYHUVLRQ´�XVHG�WR�QDPH�WKH�573�LQGH[�IRU�LQWUD�UHJLRQDO�WUDGH��2Q�WKH�RWKHU�
KDQG��UHJLRQDO�WUDGH�LQWURYHUVLRQ�LV�UHODWLYHO\�ORZ�LQ�WKH�$08�UHJLRQ��GXH�PDLQO\�
WR�LWV�PRUH�LQWHQVH�OLQNDJHV�ZLWK�WKH�(XURSHDQ�8QLRQ��:KLOH��LQ�WKH�����V��WUDGH�
LQWURYHUVLRQ�ZDV�RQ�WKH�ULVH�HYHU\ZKHUH��H[FHSW�LQ�&HQWUDO�$IULFD���PRVW�$IULFDQ�
UHJLRQ�KDYH�H[SHULHQFHG�D�PDUNHG�GHFOLQH�RI�WKH�LQGH[�LQ�WKH�ODVW�GHFDGH�
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7DEOH����5HYHDOHG�7UDGH�3UHIHUHQFH�,QGH[

7UDGH�ÀRZV�DPRQJ�GLIIHUHQW�$IULFDQ�UHJLRQV�DUH�UHODWLYHO\�OHVV�LQWHQVH�WKDQ�LQWUD�
UHJLRQDO�ÀRZV�DQG�VWURQJO\�DIIHFWHG�E\�JHRJUDSKLFDO�GLVWDQFH��,Q�IDFW��SRVLWLYH�
573�LQGLFHV�IRU�LQWHU�UHJLRQDO�ÀRZV�ZHUH�UHFRUGHG�DOPRVW�H[FOXVLYHO\�EHWZHHQ�
QHLJKERXULQJ� UHJLRQV� LQ� ������+RZHYHU��573� LQGLFHV� IRU� LQWHU�UHJLRQDO� ÀRZV�
DPRQJ�$IULFDQ�DUHDV�KDYH�EHHQ�JHQHUDOO\�LQFUHDVLQJ�LQ�WKH�ODVW�WZR�GHFDGHV��
SDUWLFXODUO\�WKRVH�LQYROYLQJ�(&2:$6�DQG�6RXWKHUQ�$IULFD��ZKRVH�ELODWHUDO�LQ-
GH[�KDV�EHFRPH�SRVLWLYH�

:KDW�LV�SRVVLEO\�PRUH�VWULNLQJ�LQ�7DEOH���LV�WKDW�573�LQGLFHV�EHWZHHQ�$IULFDQ�
UHJLRQV�DQG�WKH�(XURSHDQ�8QLRQ�VKRZ�D�JHQHUDOL]HG�GRZQZDUG�WUHQG�LQ�WKH�ODVW�
WZR�GHFDGHV�DQG��OHDYLQJ�DVLGH�$08��DOO�EHFDPH�QHJDWLYH�LQ�������)DU�IURP�
VWLPXODWLQJ�PRUH�LQWHQVH�WUDGH�ZLWK�$IULFDQ�FRXQWULHV��(8�SUHIHUHQWLDO� LQWHJUD-
WLRQ�SROLFLHV�KDYH�IDLOHG�WR�SUHYHQW�D�ZHDNHQLQJ�RI�ELODWHUDO�WUDGH�OLQNDJHV�
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2Q�WKH�RWKHU�KDQG��573�LQGLFHV�IRU�$IULFDQ�UHJLRQV�ZLWK�WKH�UHVW�RI� WKH�ZRUOG�
�H[FOXGLQJ�$IULFD�DQG� WKH�(8���GHVSLWH� UHPDLQLQJ�PRVWO\�QHJDWLYH��KDYH�FRQ-
VLVWHQWO\�ULVHQ� LQ� WKH� ODVW� WZR�GHFDGHV��SRVVLEO\�UHÀHFWLQJ� WKH�JURZLQJ�UROH�RI�
$IULFDQ�FRXQWULHV�DV�WKH�VXSSOLHUV�RI�UDZ�PDWHULDOV�WR�&KLQD�DQG�RWKHU�HPHUJLQJ�
FRXQWULHV�

7KH�IDFW�WKDW��RYHUDOO��WUDGH�DPRQJ�$IULFDQ�UHJLRQV�KDV�EHHQ�JURZLQJ�PRUH�UDS-
LGO\�WKDQ�LQWUD�UHJLRQDO�WUDGH�LV�FRQ¿UPHG�E\�WKH�G\QDPLFV�RI�WKH�DVVRUWDWLYLW\�
FRHI¿FLHQW��DQ�LQGLFDWRU�SURSRVHG�E\�1HZPDQ��������LQ�WKH�FRQWH[W�RI�³ELQDU\�
QHWZRUN�DQDO\VLV´�LQ�RUGHU�WR�PHDVXUH�WR�ZKDW�H[WHQW�LQWHUDFWLRQV�DPRQJ�D�QHW-
ZRUN¶V�QRGHV� WHQG� WR� IROORZ�D� ³KRPRSKLOLF´�SDWWHUQ��:KHQ�DSSOLHG� WR�D�PXOWL�
UHJLRQ�PDWUL[�RI�WUDGH�YDOXHV��,DSDGUH�DQG�7LURQL���������WKLV�LQGH[�PHDVXUHV�
JOREDOO\� WKH�WHQGHQF\�RI�FRXQWULHV�WR�WUDGH�PRUH� LQ�WHQVHO\�ZLWK� LQWUD�UHJLRQDO�
SDUWQHUV�WKDQ�ZLWK�SDUWQHUV�LQ�RWKHU�UHJLRQV�

The resulting LQWUD�UHJLRQDO�DVVRUWDWLYLW\�FRHI¿FLHQW�FDQ�EH�GH¿QHG�DV�

 CAI = (Tr(R) – ||R2||) / (1 – ||R2||)�� � � � >� �� @ 

LQ�ZKLFK�5�LV�WKH�PDWUL[�RI�LQWUD��DQG�LQWHU�UHJLRQDO�WUDGH�ÀRZV��GLYLGHG�E\�WKHLU�
WRWDO��7U�LV�WKH�WUDFH�RSHUDWRU��DQG�__R2__�LV�WKH�VXP�RI�DOO�WKH�HOHPHQWV�RI�PDWUL[�
R2�

,$&�LV�HTXDO�WR�]HUR�LQ�WKH�FDVH�RI�JHRJUDSKLF�QHXWUDOLW\��WKDW�LV��ZKHQ�UHJLRQV�
WUDGH�ZLWK�HDFK�RWKHU� LQ�SURSRUWLRQ� WR� WKHLU� WRWDO� WUDGH�YDOXHV��DQG�UHDFKHV�D�
PD[LPXP�YDOXH�RI�RQH� LQ� WKH� OLPLWLQJ�FDVH�RI�QR� LQWHU�UHJLRQDO� WUDGH��2Q� WKH�
RWKHU�KDQG��LQ�WKH�OLPLWLQJ�FDVH�RI�QR�LQWUD�UHJLRQDO�WUDGH��WKH�PLQLPXP��QHJD-
WLYH��YDOXH�RI�,$&�LV�HTXDO�WR�

� �±�__52__������±�__52__��8

8  7KH�PLQLPXP�,$&�RI�±���SHUIHFW�GLVDVVRUWDWLYLW\��LV�UHDFKHG�ZKHQ�7U�5�� ����QR�LQWUD�UHJLRQDO�
WUDGH��DQG�__52__� ������7KH�ODWWHU�SDUDPHWHU�GHSHQGV�RQ�WKH�GLVWULEXWLRQ�RI�H[WUD�UHJLRQDO�ÀRZV�
DQG�RQ�WKH�QXPEHU�RI�UHJLRQV��,W�FDQ�EH�VKRZQ�WKDW�__52__�LV�HTXDO�WR�����RQO\�IRU�D�WZR�UHJLRQ�
ZRUOG�ZLWK�QR�LQWUD�UHJLRQDO�WUDGH��)RU�D�V\PPHWULF�PDWUL[�ZLWK�D�QXPEHU�RI�UHJLRQV�ODUJHU�WKDQ�
���WKH�PLQLPXP�,$&�LV�KLJKHU�WKDQ�±��DQG�JURZV�ZLWK�WKH�QXPEHU�RI�UHJLRQV�
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,Q�WKH�FDVH�RI�$IULFD��WKH�,$&�LQGH[�LV�UHODWLYHO\�KLJK��FRQ¿UPLQJ�WKH�SUHVHQFH�RI�
UHJLRQDO�WUDGH�LQWURYHUVLRQ��EXW�WHQGV�WR�IDOO�RYHU�WLPH��IURP������LQ������WR������
LQ��������UHÀHFWLQJ�WKH�UHODWLYH�LQWHQVL¿FDWLRQ�RI�LQWHU�UHJLRQDO�ÀRZV�

$QRWKHU�LPSRUWDQW�DVSHFW�RI�WUDGH�UHJLRQDOLVDWLRQ�LV�WKH�JHRJUDSKLF�GLYHUVL¿FD-
WLRQ�RI�WUDGH�ÀRZV��,I�WKH�GLVWULEXWLRQ�RI�LQWUD�UHJLRQDO�H[SRUWV�DQG�LPSRUWV�ZHUH�
SURSRUWLRQDO�WR�WKH�WUDGH�VL]H�RI�UHJLRQDO�SDUWQHUV��JHRJUDSKLF�QHXWUDOLW\���WKLV�
FRXOG�UHYHDO�WKDW�GLVWDQFH�UHODWHG�LQWUD�UHJLRQDO�EDUULHUV�GR�QRW�DIIHFW�WKH�GLUHF-
WLRQ�RI�ELODWHUDO�WUDGH�ÀRZV��VKRZLQJ�WKH�SURJUHVV�RI�UHJLRQDO�LQWHJUDWLRQ�

$Q� LQWUD�UHJLRQDO�JHRJUDSKLF�QHXWUDOLW\� LQGH[� �,,5*1,i��FDQ�EH�GH¿QHG�DV� WKH�
)LQJHU�.UHLQLQ�VLPLODULW\�PHDVXUH�EHWZHHQ�WKH�FRXQWU\�GLVWULEXWLRQ�RI�HDFK�UH-
JLRQ¶V�LQWUD�UHJLRQDO�WUDGH�DQG�LWV�QHXWUDOLW\�EHQFKPDUN��EDVHG�XSRQ�WKH�YDOXH�RI�
HDFK�SDUWQHU¶V�H[WUD�UHJLRQDO�WUDGH��,WV�IRUPXOD�LV�DV�IROORZV��,DSDGUH�DQG�7LURQL��
������S������

� ,,5*1,i� ���±�ȈM�L_,6LM�±�,9LM_���� � � � � >� �� @ 

LQ�ZKLFK�

 ISLM� �SDUWQHU�M¶V�VKDUH�RI�UHJLRQ�L¶V�LQWUD�UHJLRQDO�WUDGH�
� 9LM� �SDUWQHU�M¶V�VKDUH�RI�UHJLRQ�L¶V�WRWDO�H[WUD�UHJLRQDO�WUDGH�

7KLV�LQGH[�UDQJHV�IURP����ZKHQ�UHJLRQ�L¶V�LQWUD�UHJLRQDO�WUDGH�LV�FRQFHQWUDWHG�
ZLWK�SDUWQHUV�ZKLFK�KDYH�QR�H[WUD�UHJLRQDO�WUDGH��WR����ZKHQ�LW�LV�QHXWUDOO\�GLV-
WULEXWHG�DFURVV�DOO�LWV�SRVVLEOH�UHJLRQDO�SDUWQHUV��)LJXUH���VKRZV�,5*1,L�IRU�WKH�
VL[�$IULFDQ�UHJLRQV�RI�WKLV�SDSHU��

7KHUH� LV� QR� FOHDU� WUHQG� LQ� WKH�GDWD��ZLWK�6RXWKHUQ�$IULFD�HYROYLQJ� WRZDUGV�D�
KLJKHU�GHJUHH�RI�LQWUD�UHJLRQDO�QHXWUDOLW\��DQG�RWKHU�UHJLRQV�PRYLQJ�PRUH�HUUDWL-
FDOO\�RU� LQ�WKH�RSSRVLWH�GLUHFWLRQ��(&2:$6���2YHUDOO�� WKH�SURFHVV�RI�UHJLRQDO�
LQWHJUDWLRQ� GRHV� QRW� DSSHDU� WR� KDYH� VLJQL¿FDQWO\� UHGXFHG� WKH� LPSRUWDQFH� RI�
GLVWDQFH�UHODWHG�EDUULHUV�WR�ELODWHUDO�WUDGH�ZLWKLQ�$IULFDQ�UHJLRQV�

$�PRUH�SUHFLVH�DVVHVVPHQW�RI�WUDGH�UHJLRQDOLVDWLRQ�FDQ�EH�JLYHQ�E\�FRQVLGHULQJ�
DOVR�WKH�RYHUDOO��LQWUD��DQG�H[WUD�UHJLRQDO��WUDGH�RSHQQHVV�OHYHO�RI�HDFK�UHJLRQ��
+LJK�OHYHOV�RI�UHJLRQDO�LQWURYHUVLRQ�DUH�PRUH�ZRUU\LQJ�ZKHQ�WKH\�FRPH�WRJHWKHU�
ZLWK�ORZ�OHYHOV�RI�WUDGH�RSHQQHVV��XQGHUO\LQJ�WKH�IDFW�WKDW�LQWUD�UHJLRQDO�WUDGH�
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preferences are not so much the result of successful integration policies as the 
XQDYRLGDEOH�RXWFRPH�RI�SUREOHPV�LQ�H[WUD�UHJLRQDO�WUDGH�

)LJXUH����*HRJUDSKLF�1HXWUDOLW\�RI�,QWUD�5HJLRQDO�7UDGH

$�UHJLRQ¶V�UHODWLYH�GHJUHH�RI�RSHQQHVV��2i��FDQ�EH�PHDVXUHG�E\� LWV� WUDGH�WR�
*'3�UDWLR�UHODWLYH�WR�WKH�ZRUOG�DYHUDJH�WUDGH�WR�*'3�UDWLR�

� 2i  ��WL��\i���7�<�� � � � � � �� >� �� @ 

LQ�ZKLFK��

 tL��  � UHJLRQ�L¶V�WRWDO�WUDGH
� 7�  � ZRUOG�WUDGH
� \i�  � UHJLRQ�L¶V�JURVV�GRPHVWLF�SURGXFW��*'3�
� <�  � ZRUOG�*'3

+RZHYHU��WKLV�LQGLFDWRU�LV�DIIHFWHG�E\�VHYHUDO�SUREOHPV��VLPLODU�WR�WKRVH�DOUHDG\�
GLV�FXVVHG�IRU�WUDGH�LQWHQVLW\�LQGLFHV��$�SRVVLEOH�VROXWLRQ�LV�D�V\PPHWULF�LQGLFD-
WRU�RI�UHODWLYH�WUDGH�RSHQQHVV��62i���ZKLFK�LV�HTXDO�WR�]HUR�LI�WKH�UHJLRQ¶V�GHJUHH�
RI�RSHQQHVV�LV�HTXDO�WR�WKH�ZRUOG�DYHUDJH�

� 62i� �^�WL��\i��±�>�7�±�WL����<�±�\i�@`��^�WL��\i����>�7�±�WL����<�±�\i�@`�� >� �� @ 
 

� ±����62i����
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7KH�WUDGH�WR�*'3�UDWLR�LV�DQ�LPSHUIHFW�PHDVXUH�RI�WUDGH�RSHQQHVV�IRU�D�YDULHW\�
RI�UHDVRQV��)LUVW�RI�DOO�� LW�VKRXOG�EH�UHFDOOHG�WKDW�WUDGH�ÀRZV�DUH�PHDVXUHG�LQ�
WHUPV�RI�JURVV�RXWSXW��LQFOXGLQJ�WKH�YDOXH�RI�LQWHUPHGLDWH�JRRGV���ZKLOVW�*'3�LV�
H[SUHVVHG�LQ�WHUPV�RI�YDOXH�DGGHG��7KLV�SUREOHP�FDQQRW�EH�HDVLO\�VROYHG�EH-
FDXVH�GDWD�RQ�WKH�YDOXH�RI�JURVV�GRPHVWLF�SURGXFWLRQ�DUH�QRW�UHDGLO\�DYDLODEOH�9 

6HFRQGO\��VLQFH�*'3�LQFOXGHV�WKH�VHUYLFHV�VHFWRU��WUDGH�LQ�JRRGV�DQG�VHUYLFHV�
VKRXOG�EH�XVHG�LQ�WKH�QXPHUDWRU��7KLUGO\��LQGHSHQGHQWO\�RI�WKHVH�VWDWLVWLFDO�SURE-
OHPV�� WKH�WUDGH�WR�*'3�UDWLR�VKRXOG�EH�XVHG�YHU\�FDXWLRXVO\� LQ�FURVV�FRXQWU\�
FRPSDULVRQV��EHFDXVH�LW�LV�LQYHUVHO\�UHODWHG�WR�FRXQWU\�VL]H��VHH�$QGHUVRQ�DQG�
1RUKHLP������������ IRRWQRWH�����$OO�RWKHU� WKLQJV�EHLQJ�HTXDO�� ODUJHU�FRXQWULHV�
WHQG�WR�VKRZ�ORZHU�WUDGH�WR�*'3�UDWLRV��RQO\�EHFDXVH�WKH\�IDFH�D�VPDOOHU�UDWLR�
EH�WZHHQ�WKH�VL]H�RI�IRUHLJQ�DQG�GRPHVWLF�PDUNHWV�

.HHSLQJ�WKHVH�UHVHUYDWLRQV�LQ�PLQG��ZH�FDQ�DVVHVV�WKH�UHODWLYH�WUDGH�RSHQQHVV�
OHYHOV�RI�RXU�VL[�$IULFDQ�UHJLRQV�LQ�)LJXUH���

)LJXUH����5HODWLYH�2SHQQHVV��6\PPHWULF�LQGLFDWRUV�

6RXUFH��%DVHG�RQ�,0)�'276�GDWD��\HDUV������������������������������

�� �5HFHQWO\��WKH�:RUOG�7UDGH�2UJDQL]DWLRQ�KDV�ODXQFKHG�WKH�³0DGH�LQ�WKH�:RUOG´�LQLWLDWLYH��D�SUR-
MHFW�DLPHG�DW�PHDVXULQJ�WUDGH�LQ�YDOXH�DGGHG�WHUPV��DQG�VRPH�SUHOLPLQDU\�UHVXOWV�KDYH�DOUHDG\�
EHHQ�SXEOLVKHG��VHH���KWWS���ZZZ�ZWR�RUJ�HQJOLVK�UHVBH�VWDWLVBH�PLZLBH�PLZLBH�KWP!��
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1RWZLWKVWDQGLQJ�WKHLU�YHU\�VPDOO�VL]H��ZKLFK�VKRXOG�WUDQVODWH�LQWR�KLJK�RSHQQHVV�
LQGLFDWRUV��DOO�$IULFDQ�UHJLRQV�WHQG�WR�VKRZ�UHODWLYHO\�ORZ�DQG�RIWHQ�GHFUHDVLQJ�
62L�LQGLFHV��,Q�WZR�RI�WKHP��WKH�WUDGH�WR�*'3�UDWLR�LV�HYHQ�ORZHU�WKDQ�WKH�ZRUOG�
DYHUDJH��DV�VKRZQ�E\�WKH�QHJDWLYH�VLJQ�RI�WKH�62L�LQGH[�

,W�FDQ�EH�DUJXHG�WKDW�KLJK�OHYHOV�RI�UHJLRQDO�LQWURYHUVLRQ�WHQG�WR�EH�DFFRPSD-
QLHG�E\�D�ORZ�GHJUHH�RI�RYHUDOO�WUDGH�RSHQQHVV��DQG�WKLV�LV�SDUWLFXODUO\�HYLGHQW�
LQ�WKH�FDVH�RI�($&�

Monetary Integration and Trade Regionalisation in Western 
Africa: a Description of the Evidence

Western Africa is sometimes indicated as one of the few African regions in 
ZKLFK�UHJLRQDO�LQWHJUDWLRQ�LQLWLDWLYHV�KDYH�EHHQ�UHODWLYHO\�VXFFHVVIXO�LQ�WHUPV�RI�
DFWXDO�WUDGH�OLEHUDOL]DWLRQ��<HW��WKH�VWUXFWXUDO�IHDWXUHV�OLPLWLQJ�WKH�LQWHUQDWLRQDO�
RSHQQHVV�RI�$IULFDQ�FRXQWULHV�DUH�DOVR�SDUWLFXODUO\�VWURQJ�LQ�WKLV�DUHD��H[DFHU-
EDWHG�E\�YHU\�VHULRXV�SUREOHPV�RI�SROLWLFDO�LQVWDELOLW\��2Q�WKH�RWKHU�KDQG��WKH�XVH�
RI�D�FRPPRQ�FXUUHQF\��ZKLFK�LV�RQH�RI�WKH�OHJDFLHV�RI�WKH�FRORQLDO�SDVW�LQ�DQ�
LPSRUWDQW�VXE�VHW�RI�WKH�UHJLRQ¶V�FRXQWULHV��:$(08���PLJKW�KDYH�IDFLOLWDWHG�WKH�
JURZWK�RI�LQWUD�UHJLRQDO�WUDGH�

$�SUHOLPLQDU\�TXDQWLWDWLYH�DVVHVVPHQW�RI�WKHVH�LVVXHV�FDQ�EH�JLYHQ�E\�DSSO\-
ing the indicators presented in section 2 to two distinct sub-regions of Western 
$IULFD�� QDPHO\� WKH�HLJKW� FRXQWULHV�EHORQJLQJ� WR� WKH�:$(08� �%HQLQ��%XUNLQD�
)DVR��&{WH�G¶,YRLUH��*XLQHD�%LV�VDX��0DOL��1LJHU��6HQHJDO��DQG�7RJR��DQG�WKH�
UHPDLQLQJ�VHYHQ�(&2:$6�PHPEHUV��&DSH�9HUGH��*DPELD��*KDQD��*XLQHD��
/LEHULD��1LJHULD��DQG�6LHUUD�/HRQH��

$V� LQ�RWKHU�$IULFDQ�UHJLRQV�� WKH� LQWUD�UHJLRQDO� WUDGH�VKDUH� ORRNV�UHODWLYHO\� ORZ�
ERWK�LQ�WKH�:$(08�DQG�DPRQJ�WKH�RWKHU�(&2:$6�PHPEHUV��¿JXUH�����+RZ-
HYHU�� WKHUH� LV�D�VWURQJ�GLIIHUHQFH�EHWZHHQ� WKH� WZR�JURXSV��ZLWK� WKH�:$(08�
VKRZLQJ� PXFK� KLJKHU� OHYHOV� WKDQ� WKH� UHVW� RI� (&2:$6�� QRWZLWKVWDQGLQJ� LWV�
ORZHU�VL]H��LQ������WRWDO�WUDGH�ZDV�DERXW����ELOOLRQ�GROODUV�LQ�:$(08��DJDLQVW�
DERXW�����ELOOLRQ�GROODUV�IRU�WKH�UHVW�RI�(&2:$6��ODUJHO\�UHFRUGHG�E\�1LJHULD��
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)LJXUH����,QWUD�UHJLRQDO�WUDGH�VKDUHV�LQ�:HVWHUQ�$IULFD

6RXUFH��%DVHG�RQ�,0)�'276�GDWD��\HDUV������������������������������

$�VLPLODU�PHVVDJH�LV�FRQYH\HG�E\�WKH�UHJLRQDO�WUDGH�LQWURYHUVLRQ�LQGH[��¿JXUH�
���� ZKLFK�� LQ� WKH� FDVH� RI�:$(08�� VWDQGV� DW� OHYHOV� YHU\� FORVH� WR� WKH� UDQJH�
PD[LPXP�RI�RQH��ZKHUH�DV�IRU�WKH�UHVW�RI�(&2:$6�VKRZV�D�GRZQZDUG�WUHQG��
UHDFKLQJ� OHYHOV� DPRQJ� WKH� ORZHVW� LQ� 6XE�6DKDUDQ�$IULFD�� 7KLV� UHVXOW� VWHPV�
PRVWO\� IURP�WKH� IDFW� WKDW�:$(08¶V�ZHLJKW� LQ�ZRUOG� WUDGH�KDV� UHPDLQHG�YHU\�
ORZ�LQ�WKH�ODVW�WZR�GHFDGHV��VOLJKWO\�PRUH�WKDQ�����SHU�FHQW���ZKHUHDV�WKH�UHVW�
RI�(&2:$6�KDV�ULVHQ�IURP�����SHU�FHQW�LQ������WR�PRUH�WKDQ�����SHU�FHQW�LQ�
������,Q�RWKHU�ZRUGV��WKH�ODWWHU�VXE�UHJLRQ��DOWKRXJK�H[SDQGLQJ�LWV�SDUWLFLSDWLRQ�
LQ�ZRUOG�WUDGH��KDV�QRW�VXFFHHGHG�LQ�VWUHQJWKHQLQJ�LWV�LQWUD�UHJLRQDO�LQWHJUDWLRQ�
,W� LV�LQWHUHVWLQJ�WR�QRWH�WKDW�UHYHDOHG�WUDGH�SUHIHUHQFHV�EHWZHHQ�WKH�WZR�VXE�
UHJLRQV�DUH�PXFK�KLJKHU�WKDQ�DPRQJ�QRQ�:$(08�(&2:$6�FRXQWULHV�������
YV�������LQ�������

7KH�KLJKHU� OHYHO�RI� UHJLRQDO� LQWURYHUVLRQ� LQ� WKH�:$(08� LV� WR�EH� UHODWHG�DOVR�
WR�LWV�ORZHU�GHJUHH�RI�WUDGH�RSHQQHVV�ZLWK�UHVSHFW�WR�WKH�UHVW�RI�(&2:$6��$V�
VKRZQ�E\�¿JXUH����LQ�ERWK�VXE�UHJLRQV�WKH�LQGH[�RI�UHODWLYH�RSHQQHVV�LV�SRVLWLYH��
L�H��KLJKHU�WKDQ�WKH�ZRUOG�DYHUDJH��+RZHYHU��LWV�OHYHO�LV�SDUWLFXODUO\�ORZ�LQ�WKH�
:$(08��QRWZLWKVWDQGLQJ�WKH�WLQ\�VL]H�RI�LWV�HFRQRP\�
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)LJXUH����5HJLRQDO�WUDGH�LQWURYHUVLRQ�LQ�:HVWHUQ�$IULFD

)LJXUH����5HODWLYH�WUDGH�RSHQQHVV�LQ�:HVWHUQ�$IULFD��V\PPHWULF�LQGLFDWRUV�

6RXUFH��%DVHG�RQ�,0)�'276�GDWD��\HDUV�������������������������������
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)LJXUHV����DQG����DOORZ�WR�VHH�V\QWKHWLFDOO\�KRZ�LQWUD�UHJLRQDO�UHYHDOHG�WUDGH�
SUHIHUHQFHV�KDYH�FKDQJHG� LQ�HDFK�FRXQWU\�RYHU� WKH� ODVW� WZR�GHFDGHV�� ,Q� WKH�
FDVH� RI�:$(08��PRVW� PHPEHU� FRXQWULHV� KDYH� UHLQIRUFHG� WKHLU� DOUHDG\� H[-
WUHPHO\�KLJK�OHYHOV�RI�LQWUD�UHJLRQDO�573V��&RQYHUVHO\��LQ�WKH�UHVW�RI�(&2:$6��
WKH�GRPLQDQW�WUHQG�LV�GRZQZDUG��ZLWK�WKH�RQO\�H[FHSWLRQ�RI�&DSH�9HUGH�10

$V� DOUHDG\� DUJXHG�� WKHVH� GHVFULSWLYH� LQGLFDWRUV�� DOWKRXJK� RIIHULQJ� D� SUHFLVH�
PHDVXUH�RI�WUDGH�UHJLRQDOLVDWLRQ��GR�QRW�DOORZ�WR�HVWDEOLVK�FDXVDO�UHODWLRQVKLSV��
and in particular do not allow to estimate to what extent the differences between 
WKH� WZR�(&2:$6�VXE�UHJLRQV�DUH�GXH� WR� WKH�XVH�RI� D� FRPPRQ�FXUUHQF\� LQ�
:$(08��

)LJXUH� ��� ,QWUD�UHJLRQDO� UHYHDOHG� WUDGH� SUHIHUHQFHV� LQ� WKH� :$(08 
(changes 1990-2010)

10 �$FFRUGLQJ�WR�,0)�'276�GDWD��&DSH�9HUGH�KDG�QR�WUDGH�ZLWK�DQ\�FRXQWU\�RI� LWV�VXE�UHJLRQ� LQ�
������(YHQ�LQ�������LWV�LQWUD�UHJLRQDO�573�LQGH[�UHPDLQV�QHJDWLYH�DQG�YHU\�ORZ��1HJDWLYH�LQWUD�
UHJLRQDO�573�LQGLFHV�DUH�DOVR�VKRZQ�E\�*XLQHD�DQG�/LEHULD�
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)LJXUH� ���� ,QWUD�UHJLRQDO� UHYHDOHG� WUDGH� SUHIHUHQFHV� DPRQJ� QRQ�:$(08�
(&2:$6�FRXQWULHV��FKDQJHV�����������

2WKHU� IDFWRUV�PD\� SOD\� D� UROH�� IRU� H[DPSOH�� WKH� IDFW� WKDW�PRVW� QRQ�:$(08�
FRXQWULHV� �H[FHSW�*XLQHD��/LEHULD�DQG�6LHUUD�/HRQH�11 do not share common 
ERUGHUV��+RZHYHU��LW�VHHPV�UHDVRQDEOH�WR�JXHVV�WKDW�PRQHWDU\�LQWHJUDWLRQ�KDV�
IDFLOLWDWHG�LQWUD�UHJLRQDO�WUDGH�LQ�:$(08�

&RQVLGHULQJ� WKH� JHRJUDSKLF� GLYHUVL¿FDWLRQ� RI� LQWUD�UHJLRQDO� WUDGH�� ¿JXUH� ���
VKRZV�WKDW�:$(08�LV�DOVR�FKDUDFWHULVHG�E\�D�KLJKHU�LQGH[�RI�QHXWUDOLW\��ZLWK�
UHVSHFW�WR�WKH�UHVW�RI�(&2:$6��,Q�RWKHU�ZRUGV��WUDGH�DPRQJ�:$(08�FRXQWULHV�
DSSHDUV� WR�EH�UHODWLYHO\� OHVV�DIIHFWHG�E\�GLVWDQFH�UHODWHG�EDUULHUV��FRQ¿UPLQJ�
D�EHWWHU�GHJUHH�RI�LQWUD�UHJLRQDO�LQWHJUDWLRQ��+RZHYHU��LQ�ERWK�VXE�UHJLRQV�WKH�
LQGH[�RI�JHRJUDSKLF�QHXWUDOLW\� VKRZV�D�GH�FUHDVLQJ� WUHQG� LQ� WKH� ODVW� WZR�GH-
FDGHV��ZKLFK�FRXOG�VXJJHVW�WKDW�ELODWHUDO�SUHIHUHQWLDO�ÀRZV�KDYH�EHFRPH�PRUH�
LPSRUWDQW�

11 �*XLQHD��/LEHULD�DQG�6LHUUD�/HRQH�DUH�DOVR�PHPEHUV�RI�WKH�0DQR�5LYHU�8QLRQ��058���EXW�SROLWL-
FDO�LQVWDELOLW\�DQG�FRQÀLFWV�KDYH�VHULRXVO\�XQGHUPLQHG�WKHLU�LQWHJUDWLRQ�DJHQGD��(&$��������
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)LJXUH�����*HRJUDSKLF�1HXWUDOLW\�RI�,QWUD�5HJLRQDO�7UDGH�LQ�:HVWHUQ�$IULFD

 
6RXUFH��%DVHG�RQ�,0)�'276�GDWD��\HDUV������������������

Conclusions: Regional Trade Integration and the Role of Africa 
in World Markets

$OO�WKH�LQGLFDWRUV�SUHVHQWHG�VR�IDU�WHQG�WR�FRQYH\�WKH�LGHD�WKDW�WUDGH�UHJLRQDOLVD-
WLRQ� LQ�$IULFD� LV�QRW� ORZ��$OWKRXJK� LQWUD�UHJLRQDO� WUDGH�VKDUHV�DUH�PXFK�VPDOOHU�
WKDQ�LQ�RWKHU�GHYHORSLQJ�UHJLRQV��WKH\�DUH�PXFK�ODUJHU�WKDQ�ZRXOG�EH�H[SHFWHG��
JLYHQ�WKH�VL]H�RI�$IULFDQ�UHJLRQV�LQ�ZRUOG�WUDGH��,Q�RWKHU�ZRUGV��$IULFD�VKRZV�D�KLJK�
GHJUHH�RI�UHJLRQDO�WUDGH�LQWURYHUVLRQ��ZKLFK�VHHPV�WR�EH�PDLQO\�GXH�WR�LWV�YHU\�
OLPLWHG�FDSDELOLWLHV� LQ�H[WUD�UHJLRQDO� WUDGH��FRQVWUDLQHG�E\�VHYHUDO�GRPHVWLF�DQG�
H[WHUQDO�EDUULHUV���UDWKHU�WKDQ�WR�WKH�SURFHVV�RI�UHJLRQDO�LQWHJUDWLRQ�12 This is true 
DOVR�LQ�:HVWHUQ�$IULFD��DQG�SDUWLFXODUO\�LQ�WKH�:$(08��WKRXJK�LQ�WKLV�VXE�UHJLRQ�
LQWUD�UHJLRQDO�WUDGH�PLJKW�KDYH�EHHQ�IDFLOLWDWHG�E\�WKH�XVH�RI�D�FRPPRQ�FXUUHQF\�

6RPH�VPDOO�VLJQV�RI�FKDQJH�DUH��KRZHYHU��YLVLEOH�LQ�WKH�GDWD��QRWDEO\�WKH�GRZQ-
ZDUG�WUHQG�RI�WUDGH�LQWURYHUVLRQ�LQ�VRPH�UHJLRQV��DQG�LQ�SDUWLFXODU�LQ�(&2:$6��
ZKLFK�LV�PDWFKHG�E\�VOLJKWO\�PRUH�LQWHQVH�ÀRZV�DPRQJ�$IULFDQ�UHJLRQV�DQG�ZLWK�
WKH�UHVW�RI�WKH�ZRUOG��ZLWK�WKH�VWULNLQJ�H[FHSWLRQ�RI�WKH�(8�

12�6HH�DOVR��'),'��������



Measuring Trade Regionalisation in Africa: The Case of ECOWAS

80

7R�D�FHUWDLQ�H[WHQW��WKHVH�FKDQJHV�FDQ�EH�WUDFHG�EDFN�WR�WKH�UHFHQW�XSVXUJH�RI�
VHYHUDO�$IULFDQ�HFRQRPLHV��OHG�PDLQO\�E\�WKH�ERRPLQJ�GHPDQG�IRU�UDZ�PDWHUL-
DOV�IURP�&KLQD�DQG�RWKHU�HPHUJLQJ�FRXQWULHV��$IULFD¶V�VKDUH�RI�ZRUOG�H[SRUWV��
ZKLFK�KDG�JUDGXDOO\�GHFOLQHG�XQWLO� WKH� ODWH�����V��KDV�EHHQ�ULVLQJ� LQ� WKH� ODVW�
GHFDGH��)LJXUH������+RZHYHU��WKLV�UHFRYHU\�LV�PRVWO\�GXH�WR�WKH�ODUJH�LQFUHDVH�
LQ�WKH�SULFHV�RI�SULPDU\�FRPPRGLWLHV��DV�LV�VKRZQ�E\�WKH�IDFW�WKDW�$IULFD¶V�VKDUH�
of world manufactured exports has grown less and re-mains much lower than 
LWV�VKDUH�RI�WRWDO�PHUFKDQGLVH�H[SRUWV�

7KH�LQDELOLW\�RI�$IULFDQ�FRXQWULHV�WR�GHYHORS�D�FRPSHWLWLYH�PDQXIDFWXULQJ�LQGXV-
WU\�DSSHDUV�WR�EH�WKH�PDLQ�UHDVRQ�RI�WKHLU�SHUVLVWHQW�PDUJLQDOLW\�LQ�ZRUOG�WUDGH��
ZKLFK�DOVR�H[SODLQV�WKHLU�KLJK�UHJLRQDO�WUDGH�LQWURYHUVLRQ��1RWZLWKVWDQGLQJ�WKH�
SHUVLVWHQW�XQFHUWDLQW\�DERXW�WKH�JOREDO�HFRQRPLF�RXWORRN��UDZ�PDWHULDO�SULFHV�
UHPDLQ�KLJK��7KLV�FRXOG�FUHDWH�QHZ�RSSRUWXQLWLHV�WR�DGRSW�WKH�VWUXFWXUDO�UHIRUPV�
QHHGHG�WR�HQJHQGHU�D�VXVWDLQDEOH�GHYHORSPHQW�SURFHVV�LQ�$IULFDQ�FRXQWULHV��
5HJLRQDO�LQWHJUDWLRQ�SROLFLHV�FRXOG�JLYH�DQ�LPSRUWDQW�FRQWULEXWLRQ�WR�RYHUFRPLQJ�
WKLV�FKDOOHQJH��7KHLU�VXFFHVV�ZLOO��KRZHYHU��EH�PHDVXUHG�PRUH�E\�WKHLU�DELOLW\�
WR�FUHDWH�WKH�QHFHVVDU\�LQIUDVWUXFWXUH�IRU�D�PRUH�HIIHFWLYH�LQWHJUDWLRQ�RI�$IULFDQ�
FRXQWULHV�LQWR�ZRUOG�PDUNHWV��WKDQ�RQ�WKHLU�LPSDFW�RQ�LQWUD�UHJLRQDO�WUDGH�

)LJXUH�����$IULFD¶V�6KDUHV�RI�:RUOG�([SRUWV
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Make or Break:  
The Varying Trade Effects of the Euro 

Introduction

,Q�WKH�����V��WKH�UHYLYDO�RI�PRQHWDU\�XQLRQV�DV�D�UHDO�ZRUOG�SROLF\�RSWLRQ�ZDV�
DFFRPSDQLHG� E\� FRQWURYHUVLDO� GHEDWHV� DERXW� HFRQRPLF� SUHFRQGLWLRQV� IRU�
VXFFHVVIXO�LQWHJUDWLRQ��,Q�(XURSH��D�VL]DEOH�OLWHUDWXUH�HPSLULFDOO\�H[DPLQHG�WKH�
OHYHO�RI�HFRQRPLF�LQWHJUDWLRQ�DPRQJ�FRXQWULHV��DLPLQJ�WR�GHWHUPLQH�LI�SRWHQWLDO�
FDQGLGDWHV�ZHUH�UHDG\�IRU�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��(08���7KH�GH¿QLWLRQ�
RI�FRQYHUJHQFH�FULWHULD��DORQJ�ZLWK�WKH�HVWDEOLVKPHQW�RI�WKH�VWDELOLW\�DQG�JURZWK�
SDFW��SURYLGH� IXUWKHU�HYLGHQFH�VXSSRUWLQJ� WKH�YLHZ� WKDW� WKH� UHDO�FRQYHUJHQFH�
RI�PHPEHU�FRXQWULHV�ZDV�ZLGHO\�FRQVLGHUHG�WR�EH�RI�UHOHYDQFH�IRU�WKH�VXFFHVV�
RI� WKH� FRPPRQ� FXUUHQF\�� ,Q� D� VLPLODU� IDVKLRQ�� LQ� WKH� :HVWHUQ� +HPLVSKHUH��
(FXDGRU¶V� �HPHUJHQF\��SODQV� WR�DGRSW� WKH�86�GROODU�DV� LWV�QDWLRQDO�FXUUHQF\�
ZHUH� JUHHWHG�ZLWK� JUHDW� VNHSWLFLVP�� 6WDQOH\� )LVFKHU� ������� S�� ���� WKHQ� 9LFH�
3UHVLGHQW�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��QRWHV��³7KH�GHFLVLRQ�WR�GROODUL]H�
ZDV�WDNHQ�LQ�GHVSHUDWLRQ��7KH�DXWKRULWLHV�GLG�QRW�FRQVXOW�ZLWK�XV�>���@�LI�WKH\�KDG�
DVNHG�XV��ZH�ZRXOG�KDYH�VDLG�WKDW�WKH�SUHFRQGLWLRQV�IRU�PDNLQJ�D�VXFFHVV�RI�
GROODUL]DWLRQ�ZHUH�QRW�LQ�SODFH�´

,Q�UHFHQW�\HDUV��KRZHYHU��SROLF\�PDNLQJ��HVSHFLDOO\�LQ�(XURSH��VHHPV�WR�KDYH�
EHHQ�LQFUHDVLQJO\�GRPLQDWHG�E\�WKH�1LNH��³-XVW�'R�,W´��DSSURDFK�WR�PRQHWDU\�
LQWHJUDWLRQ��VHH�%DUU\�(LFKHQJUHHQ��������IRU�D�PRUH�H[WHQVLYH�GLVFXVVLRQ�RI�
WKH�SRVVLEOH�VHTXHQFLQJ�RI�SROLF\�PHDVXUHV��7KLV�SROLF\�VKLIW�PD\�KDYH�EHHQ�
LQLWLDOO\�GXH�WR�WKH�HDUO\�VXFFHVV�RI�(08��,QVWLWXWLRQV��PRVW�QRWDEO\�WKH�QHZO\�
HVWDEOLVKHG�(XURSHDQ�&HQWUDO�%DQN��ZHUH�IXQFWLRQLQJ�ZHOO�DQG�WKH�LQWHUQDO�DQG�
H[WHUQDO�YDOXH�RI�WKH�QHZ�FXUUHQF\�SURYHG�WR�EH�VWDEOH��:LWK�WKH�(08�RSHUDWLQJ�
VPRRWKO\�� D� SDUWLDO� GHSDUWXUH� IURP� SUHYLRXVO\� DJUHHG� SULQFLSOHV� VHHPHG�
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DIIRUGDEOH��/DWHU�� LQ� WLPHV�RI� FULVLV��SROLF\�PDNHUV�DJUHHG� WR�D�ZLGH� UDQJH�RI�
XQFRQYHQWLRQDO� DQG� DG� KRF�PHDVXUHV�� GHVSHUDWHO\� WU\LQJ� WR� VLJQDO� WKDW� WKH\�
ZHUH�SUHSDUHG�WR�GR�ZKDWHYHU�LW�WDNHV�WR�VDYH�WKH�HXUR�

,Q� WKLV�SDSHU�� ,� IXUWKHU�H[DPLQH� WKH�HIIHFWV�RI�PRQHWDU\� LQWHJUDWLRQ�RQ� WUDGH��
VSHFL¿FDOO\��WKH�DUJXPHQW�WKDW�WKH�DGRSWLRQ�RI�D�FRPPRQ�FXUUHQF\�LV�OLNHO\�WR�
IRVWHU�HFRQRPLF�LQWHJUDWLRQ�DPRQJ�PHPEHU�FRXQWULHV��)UDQNHO�DQG�5RVH���������
IRU� LQVWDQFH�� FRQYLQFLQJO\� DUJXH� WKDW� WKH� RSWLPXP� FXUUHQF\� DUHD� FULWHULD� DUH�
endogenous.���� ,Q�FRQWUDVW��%HUJHU�DQG�1LWVFK������D�E��HPSKDVL]H�LQ�D�VHULHV�
RI�SDSHUV��WKH�SRVVLEOH�HPHUJHQFH�RI�DV\PPHWULHV�VXFK�DV�ELODWHUDO�WUDGH�LPED-
ODQFHV�DIWHU�WKH�HOLPLQDWLRQ�RI�QRPLQDO�H[FKDQJH�UDWH�ÀH[LELOLW\�3 1LWVFK��������
IXUWKHU�KLJKOLJKWV�WKH�FRVWV�RI�PRQHWDU\�LQWHJUDWLRQ�E\�DQDO\]LQJ�WKH�H[WHQVLYH�
HYLGHQFH�RI�FXUUHQF\�XQLRQ�EUHDN�XSV�LQ�WKH�SRVW�::,,�SHULRG��,Q�WKLV�SDSHU��,�
H[SORUH�WKH�SRVVLEOH�GLVLQWHJUDWLRQ�HIIHFWV�RI�PRQHWDU\�LQWHJUDWLRQ�

7R� DQDO\]H� WKLV� LVVXH�� ,� IROORZ� WKH� HPSLULFDO� OLWHUDWXUH� RQ� WKH� UHDO� HIIHFWV� RI�
(08��$�VL]DEOH�ERG\�RI�SUHYLRXV�ZRUN�LQWHUSUHWHG�WKH�IUHH�GHFLVLRQ�RI�HOHYHQ�
European countries to adopt the euro as a natural experiment to examine the 
HIIHFWV�RI�PRQHWDU\�LQWHJUDWLRQ��,Q�FRQWUDVW�WR�PRVW�RI�WKLV�ZRUN��P\�PDLQ�IRFXV�
LV�QRW�RQ�WKH�RYHUDOO�HIIHFW��UDWKHU�,�DP�SDUWLFXODUO\�LQWHUHVWHG�LQ�WKH�YDULDWLRQ�RI�
WKH�HIIHFW�DFURVV�PHPEHU�FRXQWULHV�

7KH� UHVXOW� RI� WKLV� H[DPLQDWLRQ� LV� WKDW�� DOWKRXJK� WUDGH� DPRQJ� (08�PHPEHU�
FRXQWULHV�VHHPV�WR�EH�SDUWLFXODUO\�LQWHQVH�RQ�DYHUDJH��WKH�WUDGH�HIIHFWV�KDYH�
VSUHDG�PRUH� XQHYHQO\� RYHU� WLPH�� 7KHVH� UHVXOWV� DGG� WR� SUHYLRXV� ¿QGLQJV� RI�
JURZLQJ�WUDGH�LPEDODQFHV�LQ�WKH�HXUR�DUHD�

�� )UDQNHO�DQG�5RVH��������S�������HYHQ�DUJXH��³&RXQWULHV�ZKLFK�MRLQ�(08��QR�PDWWHU�ZKDW�WKHLU�
PRWLYDWLRQ��PD\�VDWLVI\�RSWLPXP�FXUUHQF\�DUHD�FULWHULD�H[�SRVW�HYHQ�LI�WKH\�GR�QRW�H[�DQWH�´��HP-
SKDVLV�DGGHG��

�� $�VL]DEOH�QXPEHU�RI�VWXGLHV�LQGHHG�GRFXPHQW�DQ�LQFUHDVH�LQ�WUDGH�LQWHQVLW\�DPRQJ�(08�PHP-
EHU�FRXQWULHV�DIWHU�WKH�DGRSWLRQ�RI�WKH�HXUR��VHH�%DOGZLQ��������IRU�DQ�H[WHQVLYH�VXPPDU\�DQG�
%HUJHU�DQG�1LWVFK��������IRU�DQ�DOWHUQDWLYH�YLHZ�

�� (DUOLHU�OLWHUDWXUH�ZDV�SDUWLFXODUO\�FRQFHUQHG�DERXW�SRVVLEOH�LQGXVWU\�ORFDWLRQ�HIIHFWV�DIWHU�D�GHF-
OLQH�LQ�WUDQVDFWLRQ�FRVWV�GXH�WR�PRQHWDU\�LQWHJUDWLRQ��VHH��IRU�LQVWDQFH��.UXJPDQ��������
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7KH� UHPDLQGHU� RI� WKH� SDSHU� LV� VWUXFWXUHG�DV� IROORZV�� WKH� QH[W� VHFWLRQ� EULHÀ\�
GHVFULEHV�WKH�PHWKRGRORJ\�DQG�GDWD��IROORZHG�E\�WKH�PDLQ�VHFWLRQ�RI�WKH�SDSHU�
ZKLFK�SUHVHQWV�WKH�HPSLULFDO�UHVXOWV��)LQDOO\��D�VKRUW�VXPPDU\�FRQFOXGHV��

Methodology and Data

$V� VWDQGDUG� LQ� WKH� OLWHUDWXUH�� ,� XVH� D� JUDYLW\�PRGHO� WR� LGHQWLI\� WKH� HIIHFWV� RI�
PRQHWDU\� LQWHJUDWLRQ�RQ�WUDGH��:KHQHYHU�SRVVLEOH�� ,�KDYH�UHSODFHG�VWUXFWXUDO�
YDULDEOHV��VXFK�DV�PHDVXUHV�RI� WKH�HFRQRPLF�VL]H�RI� WUDGLQJ�SDUWQHUV�RU� WKH�
JHRJUDSKLF� GLVWDQFH� EHWZHHQ� WKHP�� ZLWK� D� FRPSUHKHQVLYH� VHW� RI� FRXQWU\�
VSHFL¿F� DQG� SDLU�VSHFL¿F� ¿[HG� HIIHFWV�� 6SHFL¿FDOO\�� ,� HVWLPDWH� JUDYLW\�W\SH�
UHJUHVVLRQV�RI�WKH�IROORZLQJ�YHU\�JHQHUDO�IRUP�

(1)  ln(Exportsrpt�� �� Į���ȕ�(08rpt���ȥ�;rpt�^���t�ĭt Tt`�^���rp�ĭrp RPrp`�
� � � ^���rt�ĭrt Rrt`�^���pt�ĳpt Ppt`���İrpt��

ZKHUH� WKH� UHJUHVVLRQ� LV� WKH� ORJ�RI�H[SRUWV� IURP� UHSRUWHU� FRXQWU\� U� WR�SDUWQHU�
FRXQWU\�S�DW�WLPH�W��(08�LV�D�GXPP\�YDULDEOH�WKDW�WDNHV�WKH�YDOXH�RI�RQH��LI�ERWK�
WUDGH�SDUWQHUV�DUH�PHPEHUV�RI�WKH�HXUR�DUHD�DW�WLPH�W�DQG�]HUR�RWKHUZLVH��;�LV�
D�YHFWRU�RI�VWUXFWXUDO��JUDYLW\��YDULDEOHV��DQG�İ�LV�WKH�GLVWXUEDQFH�WHUP��$V�QRWHG�
DERYH��,�LQFOXGH�YDULRXV�FRPELQDWLRQV�RI�¿[HG�HIIHFWV��ZKHQHYHU�SRVVLEOH��)RU�
LQVWDQFH��IRU�SDQHO�DQDO\VLV��,�XVH�FRPPRQ�WLPH�¿[HG�HIIHFWV�^7`�WR�FRQWURO�IRU�
MRLQW�YDULDWLRQV� LQ� WUDGH�RYHU� WLPH�� ,�DOVR�DOORZ�SDLU�ZLVH� WUDGH� WR�FRQVLVWHQWO\�
GHYLDWH� IURP� WKH� VDPSOH� DYHUDJH� E\� DGGLQJ� SDLU�VSHFL¿F� ¿[HG� HIIHFWV� ^53`��
)LQDOO\��,�UHSODFH�WKH�FRPPRQ�WLPH�HIIHFWV�E\�FRXQWU\�WLPH�¿[HG�HIIHFWV�IRU�ERWK�
UHSRUWHU�^5`�DQG�SDUWQHU�^3`�FRXQWULHV��WR�FDSWXUH�DQ\�G\QDPLF��FRXQWU\�VSHFL¿F�
IHDWXUHV� WKDW� FRXOG� DIIHFW� WKH� FRXQWULHV¶� RYHUDOO� WUDGH� SRVLWLRQ�� 7KLV� LQFOXGHV�
FKDQJHV� LQ� WKH� LQVWLWXWLRQDO� HQYLURQPHQW�� WUHQGV� LQ� FRXQWU\�VSHFL¿F� FRPSHWL-
WLYHQHVV��RU�FKDQJHV�LQ�WKH�HDVH�ZLWK�ZKLFK�H[SRUWV�FDQ�EH�¿QDQFHG�4�*LYHQ�
WKH�FRPSUHKHQVLYHQHVV�RI�WKH�VHW�RI�¿[HG�HIIHFWV��,�FRQVLGHU�WKHVH�GHPDQGLQJ�
VSHFL¿FDWLRQV�D�IDLUO\�VWURQJ�WHVW�RI�WKH�K\SRWKHVLV�WKDW�HXUR�DUHD�PHPEHUVKLS�
ZLOO�LQÀXHQFH�WUDGH�

�� ([DPSOHV� IRU� FKDQJLQJ� LQVWLWXWLRQDO� DUUDQJHPHQWV� FDSWXUHG� E\� WLPH� ¿[HG� HIIHFWV� LQFOXGH� WKH�
FRXQWU\�VSHFL¿F�HIIHFWV�RI�WKH�³6LQJOH�0DUNHW´�LQLWLDWLYH�EXW�DOVR�SUH�(08�H[FKDQJH�UDWH�DUUDQ-
JHPHQWV��$UJXDEO\��WKH�LQWURGXFWLRQ�RI�WKH�HXUR�KDV�HDVHG�WKH�¿QDQFLQJ�RI�WUDGH�GH¿FLWV�WKURXJK�
WLJKWHU�¿QDQFLDO� LQWHJUDWLRQ�DQG��IRU�VRPH�FRXQWULHV��WKURXJK�WKH�GHFOLQH�RI�UHDO� LQWHUHVW�UDWHV��
7LPH�¿[HG�HIIHFWV�ZLOO�DOVR�FDSWXUH�DQ\�V\VWHPDWLF�GHFOLQH�LQ��UHDO��H[FKDQJH�UDWH�YRODWLOLW\�
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)ROORZLQJ�%HUJHU�DQG�1LWVFK������������D�E���WKH�DQDO\VLV�IRFXVHV�RQ�D�KRPR-
JHQHRXV�VHW�RI����(XURSHDQ�FRXQWULHV��7KLV�DSSURDFK�KDV� WKH�DGYDQWDJH�RI�
including countries which either share the European Union’s (EU) institutional 
IUDPHZRUN��RU�DUH�FORVHO\�DVVRFLDWHG�ZLWK�LW��7KH�VDPSOH�FRPSULVHV�RI�WKH����
FRXQWULHV��ZKLFK�ZHUH�PHPEHU�RI�WKH�(8�DW�WKH�WLPH�RI�WKH�LQWURGXFWLRQ�RI�WKH�
HXUR�� �HOHYHQ�RI�ZKLFK�DGRSWHG� WKH�FXUUHQF\� IURP�WKH�EHJLQQLQJ�� IROORZHG�E\�
*UHHFH� LQ� ������ SOXV� ,FHODQG��1RUZD\� DQG�6ZLW]HUODQG��7KLV� VDPSOH� FRYHUV�
WKH�SHULRG�IURP������WR�������EXW�,�RIWHQ�DQDO\]H�PXFK�VKRUWHU�WLPH�SHULRGV��
W\SLFDOO\�RQO\�FURVV�VHFWLRQ�GDWD�IRU�LQGLYLGXDO�\HDUV��PDLQO\�IRU�FRPSXWDWLRQDO�
DQG�LQWHUSUHWDWLRQDO�FRQYHQLHQFH�

7KH�GDWD�LV�WDNHQ�IURP�VWDQGDUG�VRXUFHV��,�XVH�WUDGH�GDWD�IURP�WKH�,QWHUQDWLRQDO�
0RQHWDU\�)XQG¶V�'LUHFWLRQ�RI�7UDGH�6WDWLVWLFV��LQ�86�GROODUV���2WKHU�YDULDEOHV�
DUH�FRQVWUXFWHG�EDVHG�RQ�LQIRUPDWLRQ�WDNHQ�IURP�WKH�&,$�:RUOG�)DFWERRN�

Empirical Results

I� EHJLQ� E\� XSGDWLQJ� WKH� UHVXOWV� LQ� %HUJHU� DQG�1LWVFK� �����D�� E��� ,QVWHDG� RI�
DQDO\]LQJ� RYHUDOO� WUDGH�� %HUJHU� DQG�1LWVFK� H[DPLQH� SDLU�ZLVH� WUDGH� UHODWLRQ-
VKLSV�EHWZHHQ�(XURSHDQ�FRXQWULHV�� IRFXVLQJ� LQ�SDUWLFXODU�RQ� WKH�HYROXWLRQ�RI�
ELODWHUDO� LPEDODQFHV�XQGHU�GLIIHUHQW�H[FKDQJH�UDWH�UHJLPHV��6SHFL¿FDOO\�� WKH\�
DVN��:KHQ�GRHV� WUDGH�EHFRPH�D�RQH�ZD\� UHODWLRQVKLS"�7R�DFFRXQW� IRU�GLIIH-
UHQFHV�LQ�WKH�LPSRUWDQFH�RI�D�WUDGH�UHODWLRQVKLS��ERWK�DFURVV�SDUWQHUV�DQG�RYHU�
WLPH�� WKH\�QRUPDOL]H�WKH�WUDGH�VXUSOXV�RU�GH¿FLW�E\�WKH�WRWDO�YDOXH�RI�ELODWHUDO�
WUDGH��7KH�PHDVXUH�RI�LQWHUHVW�LV�GH¿QHG�DV�5

(2) TradeBalancerpt� ��([SRUWVrpt�±�,PSRUWVrpt�����([SRUWVrpt + Importsrpt) 

)LJXUH��� LOOXVWUDWHV�DYHUDJH�DEVROXWH� WUDGH� LPEDODQFHV�E\�JURXSV�RI� FRXQWU\�
SDLUV�� GLVWLQJXLVKLQJ� EHWZHHQ� SDLUV� RI� FRXQWULHV� LQ� ZKLFK� ERWK� SDUWQHUV� DUH�
PHPEHUV�RI�WKH�HXUR�DUHD�DQG�SDLUV�ZKLFK�LQFOXGH�DW�OHDVW�RQH�FRXQWU\�WKDW�LV�

�� *LYHQ�WKH�LQWHUHVW� LQ�WKH�V\PPHWU\�RI�WUDGH�UHODWLRQV��QRUPDOL]LQJ�E\�WRWDO� WUDGH�LV�WKH�QDWXUDO�
FKRLFH��UDWKHU�WKDQ��IRU�LQVWDQFH��QRUPDOL]LQJ�E\�FRXQWU\�VL]H���/DUJHU�PDJQLWXGHV�RI�WKH�YDULDEOH�
RI�LQWHUHVW�LQGLFDWH�JUHDWHU�LPEDODQFHV�LQ�ELODWHUDO�WUDGH�
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QRW�PHPEHU�RI�WKH�HXUR�DUHD�6� ,Q�OLQH�ZLWK�%HUJHU�DQG�1LWVFK������D��E��� LW� LV�
VKRZQ�WKDW�WUDGH�LPEDODQFHV�DPRQJ�HXUR�DUHD�PHPEHUV�ZLGHQHG�FRQVLGHUDEO\�
ZLWK�WKH�LQWURGXFWLRQ�RI�WKH�HXUR��DQG�GXULQJ�WKH�µSKDVH�LQ¶�SHULRG���ZLWK�D�SDUWLDO�
DGMXVWPHQW�RI�LPEDODQFHV��RU�UHEDODQFLQJ��GXULQJ�WLPHV�RI�FULVLV�

)LJXUH����7UDGH�,PEDODQFHV�E\�JURXSV�RI�FRXQWU\�SDLUV

7DEOH���SURYLGHV�DFFRPSDQ\LQJ�UHJUHVVLRQ�UHVXOWV��7KH�¿UVW�WKUHH�FROXPQV�RQ�
WKH�OHIW�RI�WKH�WDEOH�UHSOLFDWH�WKH�UHVXOWV�LQ�%HUJHU�DQG�1LWVFK������D��E���ZLWK�
DQ�XSGDWHG�VHW�RI�WUDGH�GDWD���7KH�UHPDLQLQJ�WKUHH�FROXPQV�SUHVHQW�DQDORJRXV�
HVWLPDWHV�IRU�DQ�H[WHQGHG�VDPSOH��FRYHULQJ�GDWD�XQWLO�������$V�LQ�%HUJHU�DQG�
1LWVFK��,�EHJLQ�ZLWK�WKH�PRVW�SDUVLPRQLRXV�VSHFL¿FDWLRQ�RI�HTXDWLRQ������D�UHJUHV-
VLRQ�RI�WKH�DEVROXWH�YDOXH�RI�ELODWHUDO�WUDGH�LPEDODQFHV�RQ�DQ�(08�PHPEHUVKLS�
GXPP\�DQG�D�FRPSUHKHQVLYH�VHW�RI�\HDU�¿[HG�HIIHFWV��1H[W��,�DGG�D�FRPSUH-
KHQVLYH�VHW�RI�SDLU�ZLVH�¿[HG�HIIHFWV��VR�WKDW�WKH�(08�FRHI¿FLHQW�FDSWXUHV�RQO\�
WKH�WLPH�YDULDWLRQ�LQ�WKH�WUDGH�LPEDODQFH�IRU�(08�PHPEHU�FRXQWULHV�DIWHU�WKH�

�� 8VLQJ�WKH�PHGLDQ�LQVWHDG�RI�WKH�PHDQ�KDV�OHIW� WKH�UHVXOWV�TXDOLWDWLYHO\�XQFKDQJHG��7KH�GLIIH-
UHQFHV�EHWZHHQ�FRXQWU\�JURXSV�EHFRPH�HYHQ�PRUH�SURQRXQFHG�ZKHQ�WKH�1RQ�(08�JURXS�LV�
DGGLWLRQDOO\� VSOLW� LQWR� (08�1RQ�(08� DQG�1RQ�(08�1RQ�(08� SDLUV�� VHH�%HUJHU� DQG�1LWVFK�
�����D��E��
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DGRSWLRQ�RI�WKH�HXUR��)LQDOO\��,�FRQWURO�IRU�WLPH�YDULDQW��FRXQWU\�VSHFL¿F�IHDWXUHV��
LQ�WKH�UHSRUWHU�DQG�SDUWQHU�FRXQWU\��

7DEOH����7UDGH�,PEDODQFHV�XQGHU�)L[HG�([FKDQJH�5DWH�5HJLPHV

Period 1948-2007 1948-2011

EMU  0.018*
(0.009)

0.033**
(0.007)

0.035*
(0.015)

0.023**
(0.007)

0.034**
(0.006)

0.045**
(0.013)

Common time 
¿[HG�HIIHFWV" Yes Yes No Yes Yes No

3DLU�ZLVH�¿[HG� 
HIIHFWV" No Yes Yes No Yes Yes

Country time 
¿[HG�HIIHFWV" No No Yes No No Yes

Number of  
observations 16,491 16,491 16,491 17,579 17,579 17,579

Adj. R2 0.02 0.53 0.63 0.01 0.52 0.63

1RWH��2/6�UHJUHVVLRQ��7KH�GHSHQGHQW�YDULDEOH�LV�WKH�DEVROXWH�WUDGH�LPEDODQFH�DV�D�IUDFWLRQ�RI�
WRWDO�ELODWHUDO�WUDGH��5REXVW�VWDQGDUG�HUURUV�DUH�UHSRUWHG�LQ�SDUHQWKHVHV�����DQG���GHQRWH�VLJQL¿-
FDQW�DW�WKH��������DQG�����OHYHO��UHVSHFWLYHO\�

$V�VKRZQ��WKH�DGGLWLRQDO�FRYHUDJH�RI�WKH�FULVLV�HSLVRGH�LQ�(XURSH�OHDYHV�WKH�
PDLQ� UHVXOWV� HVVHQWLDOO\� XQFKDQJHG�� ,I� DQ\WKLQJ�� WKH� HVWLPDWHG� FRHI¿FLHQWV�
WXUQ�RXW�WR�EH�HYHQ�VWURQJHU��ERWK�HFRQRPLFDOO\�DQG�VWDWLVWLFDOO\��,Q�VXP��WKHUH�
LV� FRQVLVWHQW� HYLGHQFH� WKDW� LPEDODQFHV� LQ� WUDGH�� DPRQJ� HXUR� DUHD� PHPEHU�
FRXQWULHV��ZLGHQHG�PDUNHGO\�DIWHU�WKH�LQWURGXFWLRQ�RI�WKH�FRPPRQ�FXUUHQF\�

2QH� LVVXH� UHODWHG� WR� WKH�HPHUJHQFH�RI� WUDGH� LPEDODQFHV�DQG�ZKLFK�KDV� WKH�
SRWHQWLDO�WR�FUHDWH�IULFWLRQV�EHWZHHQ�SDUWQHUV��LV�ZKHWKHU�DOO�PHPEHU�FRXQWULHV�
EHQH¿W�HTXDOO\�IURP�WKH�DGRSWLRQ�RI�D�FRPPRQ�FXUUHQF\��:KLOH�WKH�RYHUZKHO-
PLQJ�PDMRULW\� RI� VWXGLHV� ¿QGV� D� VWDWLVWLFDOO\� VLJQL¿FDQW� SRVLWLYH� HIIHFW� RI� WKH�
HXUR�RQ�WUDGH��ZLWK�%DOGZLQ��'L1LQR��)RQWDJQp��'H�6DQWLV�DQG�7DJOLRQL��������
SURYLGLQJ�DQ�H[FHOOHQW�VXUYH\��WKH�GLVWULEXWLRQ�RI�WKHVH�EHQH¿WV�DFURVV�FRXQWULHV�
�DQG�SDLU�ZLVH�WUDGH�UHODWLRQVKLSV��LV�PXFK�OHVV�FOHDU�

7R�H[SORUH�WKLV�LVVXH��,�DQDO\]H�WKH�GLVWULEXWLRQ�RI�WKH�UHVLGXDOV�IURP�D�JUDYLW\�
UHJUHVVLRQ��6SHFL¿FDOO\��,�HVWLPDWH�\HDU�VSHFL¿F�YDULDQWV�RI�HTXDWLRQ�����LQ�ZKLFK�
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DOO�FRXQWU\�VSHFL¿F�IHDWXUHV�DUH�VXPPDUL]HG�LQ�FRPSUHKHQVLYH�VHWV�RI�H[SRUWHU�
DQG� LPSRUWHU� ¿[HG� HIIHFWV� DQG� WKH� ORJ� RI� JHRJUDSKLF� GLVWDQFH�� $� FRPPRQ�
ODQJXDJH�GXPP\�DQG�D�FRPPRQ�ERUGHU�GXPP\�DUH�LQWHQGHG�WR�FDSWXUH��WKH�
PRVW�UHOHYDQW��SDLU�VSHFL¿F�IHDWXUHV��IRU�WKH�YDOXH�RI�H[SRUWV�7 ,� WKHQ�DQDO\]H�
WKH�UHVLGXDOV�VHSDUDWHO\�IRU�WUDGH�SDLUV��ZKHUH�ERWK�SDUWQHUV�DUH�PHPEHUV�RI�
WKH�HXUR�DUHD��µ(08¶��DQG�SDLUV�ZKLFK�LQFOXGH�DW�OHDVW�RQH�SDUWQHU�ZLWK�QDWLRQDO�
FXUUHQF\��µ1RQ�(08¶��

)RU�LOOXVWUDWLRQ��7DEOH���SUHVHQWV�WKH�DFFRPSDQ\LQJ�HVWLPDWLRQ�UHVXOWV�ZKHQ�DQ�
(08�GXPP\�LV�DGGHG�WR�WKH�VSHFL¿FDWLRQ��ZLWK�HDFK�OLQH�LQ�WKH�WDEOH�UHSRUWLQJ�
WKH�UHVXOW�RI�D�VHSDUDWH�HVWLPDWLRQ��*HQHUDOO\�� ,�GR�QRW� LQWHQG�WR� LQWHUSUHW� WKH�
UHVXOWV� OLWHUDOO\��DV�WKH�SUHFLVH�HVWLPDWHV�DUH� OLNHO\�WR�VXIIHU� IURP�HQGRJHQHLW\�
DQG�RPLWWHG�YDULDEOHV�ELDV��+RZHYHU��LW�LV�LQWHUHVWLQJ�WR�QRWH��WKDW�WUDGH�EHWZHHQ�
(08�PHPEHU�FRXQWULHV�ZDV�SDUWLFXODUO\�LQWHQVH�RYHU�WKH�IXOO�(08�SHULRG�IURP�
�����WKURXJK�WR�������7KHUH�ZDV�QR�FOHDU�WUHQG�WRZDUGV�IXUWKHU�LQWHJUDWLRQ��EXW�
D�VWURQJ�LQFUHDVH�LQ�LQWHQVLW\�LQ�������DW�WKH�WLPH�RI�WKH�µ*UHDW�7UDGH�&ROODSVH¶�

,Q�RUGHU�WR�DQDO\]H�GLIIHUHQFHV�LQ�WUDGH�LQWHQVLWLHV�DFURVV�FRXQWU\�SDLUV��)LJXUH�
��SORWV�WKH�(SDQHFKQLNRY�NHUQHO�GHQVLWLHV�RI�UHVLGXDOV�RI�D�JUDYLW\�UHJUHVVLRQ�
�ZLWKRXW�DQ�(08�GXPP\���VSOLW�E\�JURXSV�RI�FRXQWU\�SDLUV��5HYLHZLQJ�WKH�UHVXOWV��
WZR� ¿QGLQJV� DSSHDU� SDUWLFXODUO\� QRWHZRUWK\�� )LUVWO\�� WKHUH� LV� LQGHHG�HYLGHQFH�
RI� SDUWLFXODUO\� VWURQJ� WUDGH� LQWHQVLW\� DPRQJ�HXUR� DUHD�PHPEHU� FRXQWULHV�� DV�
UHVLGXDOV�RI�(08�SDLUV�DUH��RQ�DYHUDJH��FRQVLGHUDEO\�ODUJHU�WKDQ�UHVLGXDOV�RI�
QRQ�(08�SDLUV��7KLV�VXJJHVWV�WKDW�WKH�VSHFL¿FDWLRQ�RI�WKH�JUDYLW\�PRGHO�WHQGV�
WR�V\VWHPDWLFDOO\�IDOO�VKRUW�LQ�H[SODLQLQJ�WKH�DFWXDO�YDOXH�RI�WUDGH�EHWZHHQ�HXUR�
DUHD�PHPEHU�FRXQWULHV��7KH�GLIIHUHQFH�EHWZHHQ�(08�DQG�QRQ�(08�WUDGH� LV�
W\SLFDOO\�SLFNHG�XS�E\� WKH�(08�GXPP\�YDULDEOH��6HFRQGO\��DQG�PRUH� LPSRU-
WDQWO\��WKH�UDQJH�RI�WKH�GLVWULEXWLRQ�RI�UHVLGXDOV�IRU�HXUR�DUHD�PHPEHU�FRXQWULHV�
KDG� LQFUHDVHG� RYHU� WLPH�� 7KLV� LQGLFDWHV� WKDW� IRU� WUDGH� EHWZHHQ� VRPH� (08�
FRXQWU\�SDLUV�� WKH�VSHFL¿FDWLRQ�RI� WKH�JUDYLW\�PRGHO�KDV�JUDGXDOO\�EHFRPH�D�
PRUH�DSSURSULDWH�GHVFULSWLRQ��7KH�GLVWULEXWLRQV�EHFRPH�LQFUHDVLQJO\�VNHZHG�WR�
WKH�ULJKW��ZLWK�PRUH�QHJDWLYH�UHVLGXDOV��7KHUH�LV�HYHQ�D�VOLJKW�WHQGHQF\�WRZDUGV�
D�EL�PRGDO�WZLQ�SHDNV�GLVWULEXWLRQ�LQ�WKH�PRVW�UHFHQW�\HDUV��

��� 1RWH�WKDW�MRLQW�PHPEHUVKLS�LQ�WKH�(08�LV�D�FRXQWU\�SDLU�VSHFL¿F�FKDUDFWHULVWLF�ZKLFK�SUHYHQWV�
WKH�XVH�RI�SDLU�ZLVH��G\DGLF��¿[HG�HIIHFWV�
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7DEOH����*UDYLW\�5HJUHVVLRQ

)LJXUH����.HUQHO�'HQVLWLHV�RI�*UDYLW\�5HVLGXDOV

EMU

2006 ������
�������

2007 ������
�������

2008 �����
�������

2009 �����
�������

2010 ������
�������

2011 �����
�������

EMU

1999 ������
�������

2000 �����
�������

2001 �����
�������

2002 ������
�������

2003 �����
�������

2004 �����
�������

2005 �����
�������

1RWH��2/6�UHJUHVVLRQ��7KH�GHSHQGHQW�
YDULDEOH�LV�WKH�ORJ�RI�H[SRUWV��$GGLWLRQDO�
UHJUHVVRUV�IRU�ZKLFK�HVWLPDWHG�FRHI¿FL-
HQWV�DUH�XQUHSRUWHG��WKH�ORJ�RI�GLVWDQFH��
FRPPRQ�ERUGHU�DQG�FRPPRQ�ODQJXDJH��
$OO�UHJUHVVLRQV�LQFOXGH�H[SRUWHU�VSHFL¿F�
DQG�LPSRUWHU�VSHFL¿F�¿[HG�HIIHFWV��5REXVW�
standard errors are reported in paren-
WKHVHV�����DQG���GHQRWH�VLJQL¿FDQFH�DW�
WKH��������DQG�����OHYHO��UHVSHFWLYHO\��
1XPEHU�RI�REVHUYDWLRQV������
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)LJXUH���UHLQIRUFHV�WKHVH�REVHUYDWLRQV��SORWWLQJ�WKH�HYROXWLRQ�RI�FURVV�VHFWLRQDO�
NHUQHO�GHQVLWLHV�IRU�(08�PHPEHU�FRXQWULHV�RYHU�WLPH��7KH�GLVWULEXWLRQV�RI�WKH�
JUDYLW\�UHVLGXDOV�VKLIW�WR�WKH�OHIW�RYHU�WLPH��ZLWK�WKH�PRGH�PRYLQJ�FORVHU�WR�]HUR��
)XUWKHU��WKH�GLVWULEXWLRQV�KDYH�EHFRPH�ÀDWWHU�

)LJXUH����.HUQHO�'HQVLWLHV�RI�*UDYLW\�5HVLGXDOV�IRU�(08�3DLUV�RYHU�7LPH

IQ�7DEOH����,�SURYLGH�VRPH�DGGLWLRQDO�VWDWLVWLFV�RQ�WKH�GLVWULEXWLRQ�RI�WKH�JUDYLW\�
UHVLGXDOV��(DFK�FROXPQ�RI�WKH�WDEOH�SUHVHQWV�WKH�UHVXOWV�IRU�D�VLQJOH�\HDU��)RU�
HDFK�\HDU��,�FRPSXWH�DYHUDJHV�RI�WKH�JUDYLW\�UHVLGXDO�IRU�LQWUD�(08�WUDGH�DQG�
IRU� WKH� FRQWURO� JURXS�RI� FRXQWU\� SDLUV��ZKLFK� LQFOXGHV�DW� OHDVW� RQH�QRQ�(08�
PHPEHU��7KHVH�DYHUDJHV�DUH�SUHVHQWHG�LQ�WKH�WRS�URZV�RI�WKH�WDEOH��$V�LOOXV-
WUDWHG�EHIRUH��WKH�PHDQ�YDOXHV�IRU�(08�SDLUV�DUH�FRQVLVWHQWO\� ODUJHU�WKDQ�IRU�
QRQ�(08�SDLUV��+RZHYHU�� WKH�GLIIHUHQFHV�VHHP�WR�EH�JHQHUDOO\�RI�ERUGHUOLQH�
VWDWLVWLFDO�VLJQL¿FDQFH��ZLWK�S�YDOXHV�RI�D�W�WHVW�IRU�WKH�HTXDOLW\�RI�PHDQV�RIWHQ�
FORVH�WR�����
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7DEOH����$QDO\VLV�RI�*UDYLW\�5HVLGXDOV

Averages 1989 1999 2007 2011
EMU ����� ����� ����� �����
Non-EMU ������ ������ ������ ������
t-test (p-value) ���� ���� ���� ����
Kolmogorov-Smirnov (p-value) ���� ���� ���� ����

1RWH��5HVLGXDOV�IURP�D�JUDYLW\�PRGHO��DV�WDEXODWHG�LQ�7DEOH����ZLWKRXW�DQ�(08�GXPP\��DUH�XVHG��
7KH�W�WHVW�GHQRWHV�WKH�DEVROXWH�YDOXH�RI�D�W�WHVW�IRU�WKH�QXOO�K\SRWKHVLV�RI�HTXDO�PHDQV�RI�UHVLGX-
DOV�EHWZHHQ�(08�DQG�1RQ�(08�FRXQWULHV��.ROPRJRURY�6PLUQRY�GHQRWHV� WKH�SUREDELOLW\� IRU� WKH�
.ROPRJRURY�6PLUQRY�WHVW�IRU�WKH�QXOO�K\SRWKHVLV�RI�HTXDOLW\�RI�GLVWULEXWLRQV�EHWZHHQ�(08�DQG�1RQ�
(08�FRXQWULHV���GHQRWHV�VLJQL¿FDQFH�DW�WKH����OHYHO�

+RZHYHU�� ,� DP� PDLQO\� LQWHUHVWHG� LQ� WKH� GLVSHUVLRQ� RI� WKH� JUDYLW\� UHVLGXDOV��
7KHUHIRUH��,�UHSRUW�WKH�UHVXOWV�RI�QRQ�SDUDPHWULF�.ROPRJRURY�6PLUQRY�WHVWV��IRU�
WKH�HTXDOLW\�RI�GLVWULEXWLRQV��7KH�S�YDOXHV�DUH�WDEXODWHG�LQ�WKH�ERWWRP�URZ��$V�
VKRZQ��WKH�K\SRWKHVLV�RI�HTXDO�GLVWULEXWLRQV�LV�DOZD\V�VWURQJO\�UHMHFWHG�DW�WKH�
��� OHYHO��+RZHYHU��VLQFH� WKHUH� LV�QR�VWDWLVWLFDOO\� LGHQWL¿DEOH�YDULDWLRQ�DFURVV�
\HDUV��WKH�UHVXOWV�SURYLGH�RQO\�OLPLWHG�LQVLJKWV�LQWR�WKH�HIIHFWV�RI�WKH�HXUR�

)RU�WKH�VDNH�RI�FRPSOHWHQHVV��,�DOVR�PDNH�XVH�RI�WKH�IXOO�VDPSOH�RI�DYDLODEOH�
WUDGH�GDWD�� UHDFKLQJ�EDFN� WR�������7KH�DSSHQGL[�SURYLGHV� IXUWKHU� UHVXOWV� IRU�
VHOHFWHG�\HDUV��DQDORJRXV�WR�WKRVH�LQ�DQDORJXHV�)LJXUH���DQG�7DEOH����LOOXVWUD-
WLQJ�WKH�GHFDGHV�ORQJ�SURFHVV�RI�(XURSHDQ�LQWHJUDWLRQ�WKDW�KDG�DOUHDG\�WDNHQ�
SODFH�EHIRUH�(08�

2YHUDOO�� WKH� UHVXOWV� LQGLFDWH� WKDW� HVWLPDWHV� RI� WKH� DYHUDJH�HIIHFW� RI� WKH� HXUR�
RQ�WUDGH�PDVN�FRQVLGHUDEOH�YDULDWLRQ�LQ�WKH�HIIHFW�RI�WKH�FRPPRQ�FXUUHQF\�RQ�
ELODWHUDO�WUDGH�SDWWHUQV��:LWK�WKH�IRUPDWLRQ�RI�(08��VRPH�SDLU�ZLVH�WUDGH�UHODWL-
RQVKLSV�EHFDPH�LQFUHDVLQJO\�GRPLQDWHG�E\�RQH�RI�WKH�SDUWQHUV�DQG�RWKHU�SDLUV�
KDYH�H[SHULHQFHG�D�UHODWLYH�GHFOLQH�LQ�WUDGH�LQWHQVLW\��$V�D�UHVXOW��WKH�LQWURGXF-
WLRQ�RI�D�FRPPRQ�FXUUHQF\�GRHV�QRW�QHFHVVDULO\�LPSO\�IXWXUH�WUDGH�LQWHJUDWLRQ��
,W�PD\�DOVR�OHDG�WR�JUHDWHU�GLVLQWHJUDWLRQ�
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Conclusion

,W�KDV�ORQJ�EHHQ�DUJXHG�WKDW�WKH�FULWHULD�IRU�RSWLPXP�FXUUHQF\�DUHDV��VXFK�DV�WKH�
LQWHQVLW\�RI�WUDGH��DUH�DW�OHDVW�SDUWO\��HQGRJHQRXV��7KH�DGRSWLRQ�RI�D�FRPPRQ�
FXUUHQF\�LV�H[SHFWHG�WR�IXUWKHU�LQWHQVLI\�WUDGH�UHODWLRQVKLSV��7DNLQJ�WKLV�YLHZ�WR�
WKH�H[WUHPH��HFRQRPLF�DQG�LQVWLWXWLRQDO�SUHFRQGLWLRQV�IRU�PRQHWDU\�LQWHJUDWLRQ�
VHHP�WR�EH�LUUHOHYDQW��DV�WKH�IRUPDWLRQ�RI�D�PRQHWDU\�XQLRQ�ZLOO�LWVHOI�SURPRWH�
IXUWKHU�LQWHJUDWLRQ��WKHUHE\�SXWWLQJ�DOO�WKH�QHFHVVDU\�HOHPHQWV�LQ�SODFH�

,QGHHG��HDUO\�UHVXOWV�IURP�WKH�HXUR�DUHD�VHHPHG�WR�SURYLGH�VXSSRUWLYH�HYLGHQFH�
IRU� WKLV� K\SRWKHVLV��$� QXPEHU� RI� VWXGLHV� IRXQG� DQ� HFRQRPLFDOO\� VL]DEOH� DQG�
VWDWLVWLFDOO\�VLJQL¿FDQW�LQFUHDVH�LQ�WUDGH�DPRQJ�PHPEHU�FRXQWULHV�

+RZHYHU�� RYHU� WLPH�� LW� KDV� EHFRPH� LQFUHDVLQJO\� REYLRXV� WKDW� WKH� FRPPRQ�
FXUUHQF\� KDV� DOVR� EHHQ� DVVRFLDWHG� ZLWK� OHVV� IDYRUDEOH� GHYHORSPHQWV�� VXFK�
as the emergence of trade imbalances or the growing dispersion of the trade-
SURPRWLRQ�HIIHFWV� DFURVV� FRXQWU\� SDLUV�� ,Q� OLJKW� RI� WKH�SRVVLEOH� GLVLQWHJUDWLRQ�
HIIHFWV�RI�PRQHWDU\�XQLRQ��HFRQRPLF�DQG�LQVWLWXWLRQDO�SUHFRQGLWLRQV��DQG�QRW�MXVW�
SROLWLFDO�ZLOO��EHFRPH�D�NH\�HOHPHQW�IRU�VXFFHVVIXO�PRQHWDU\�LQWHJUDWLRQ�
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7KH�ORQJ�WHUP�KLVWRU\�RI�LQWHUQDWLRQDO�PRQHWDU\�UHJLPHV�DQG�QDWLRQDO�H[FKDQJH�
UDWH� SROLFLHV� WHQGV� WR� GHPRQVWUDWH� DQ� DYRLGDQFH� RI� H[WUHPH� VROXWLRQV� ZLWK�
WKH� EDVLF� DOWHUQDWLYH� EHLQJ� HLWKHU� D� ¶UHSUHVVHG¶� IRUHLJQ� H[FKDQJH�PDUNHW� RU� D�
OLEHUDOL]HG�RQH�1�:LWKLQ�DQ�RSHQ�IRUHLJQ�H[FKDQJH�PDUNHW��FKRRVLQJ�D�PLGGOH�
RI�WKH�ZD\�UHJLPH�VHHPV�WR�EH�WKH�PRVW�IUHTXHQW�FKRLFH��$OWHUQDWLYHV�WR��GLUW\��
ÀRDWLQJ��KDYH�XVXDOO\�WDNHQ�WKH�IRUP�RI�µW\LQJ�RQH¶V�KDQG¶�E\�SHJJLQJ�WR�D�IRUHLJQ�
FXUUHQF\�ZLWK�GLIIHUHQW�GHJUHHV�RI�FRPPLWPHQW��IURP�VRIW�SHJ�WR�FXUUHQF\�ERDUGV��
'ROODUL]DWLRQ� RU� HXURL]DWLRQ� LV� DOVR� D� SUDFWLFDEOH� VROXWLRQ�� HVSHFLDOO\� IRU� VPDOO�
FRXQWULHV�ZLWK�D�ODUJH�QDWXUDO�SDUWQHU��IRU�HFRQRPLF�DQG�RU�JHRSROLWLFDO�UHDVRQV��
5HJLRQDO�DSSURDFKHV�WR�PRQHWDU\�FRRSHUDWLRQ��LQWHJUDWLRQ��XVXDOO\�FRQQHFWHG�

�� 0DHKOH�7HIHUUD� DQG�.KDFKDWU\DQ� ������� UHYLHZ� VXFFHVV� VWRULHV� RI� IRUHLJQ� H[FKDQJH� UHJLPH�
UHIRUPV�LQ�VHOHFWHG�VXE�6DKDUDQ�$IULFDQ��66$��FRXQWULHV��DQDO\]LQJ�FRQWH[WXDO�PDFURHFRQRPLF�
SROLFLHV�DQG�HFRQRPLF�SHUIRUPDQFH�GXULQJ�DQG�DIWHU� WKHVH� UHIRUPV�ZHUH�XQGHUWDNHQ��%HIRUH�
OLEHUDOL]DWLRQ��PRVW�RI�WKH�UHYLHZHG�FRXQWULHV�ZHUH�FKDUDFWHUL]HG�E\�H[WHQVLYH�IRUHLJQ�H[FKDQJH�
UDWLRQLQJ��VL]HDEOH�EODFN�PDUNHW�SUHPLXPV��DQG�GHFOLQLQJ�SHU�FDSLWD�UHDO�LQFRPH��7KH�FRXQWULHV�
ZHUH�VXFFHVVIXO�ZKHQ�UHIRUPV�ZHUH�VXVWDLQHG��2ZQHUVKLS�DQG�FRPPLWPHQW�WR�UHIRUPV�DUH�FULWL-
FDO�WR�DYRLG�GDPDJLQJ�VWRS�DQG�JR�SROLFLHV��ZKHUH�SROLFLHV�DUH�UHYHUVHG�DIWHU�WKH�FRVWV�DVVRFL-
DWHG�ZLWK�WKH�UHIRUPV�KDYH�EHHQ�HQGXUHG�EXW�EHIRUH�WKH�EHQH¿WV�FDQ�EH�UHDSHG��([FKDQJH�UDWH�
OLEHUDOL]DWLRQ�ZDV�D� IXQGDPHQWDO�HOHPHQW�RI� WKH�UHIRUP�HIIRUWV� LQ�DOO�VXFFHVVIXO�FDVHV��EXW�VR�
ZHUH�VWUXFWXUDO�UHIRUPV��UHGXFHG�¿VFDO�GH¿FLWV�DQG�PRQHWDU\�H[SDQVLRQV��DQG�H[WHUQDO�DVVLV-
WDQFH��([FKDQJH�UDWH�EDVHG�VWDELOL]DWLRQ�HIIRUWV��ZLWKRXW�VXSSRUWLYH�¿VFDO�DQG�PRQHWDU\�SROLF\��
DUH�LQ�IDFW�GDQJHURXV��6LPLODUO\��DWWHPSWV�WR�¿[�WKH�QRPLQDO�H[FKDQJH�UDWH�WKURXJK�DGPLQLVWUDWLYH�
PHDQV�DW�OHYHOV�WKDW�DUH�LQFRQVLVWHQW�ZLWK�XQGHUO\LQJ�IXQGDPHQWDOV�DQG�¿VFDO�DQG�PRQHWDU\�SROL-
FLHV�UHVXOWHG�LQ�DQ�LQFUHDVLQJO\�RYHUYDOXHG�H[FKDQJH�UDWH��OHDGLQJ�WR�IDLOXUH��
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ZLWK�SUHIHUHQWLDO�WUDGH�DJUHHPHQWV��KDYH�EHHQ�XVHG�LQ�SUDFWLFH�XS�WR�FUHDWLQJ�D�
FRPPRQ�FXUUHQF\��5HJLRQDO�SHJ�WR�DQ�LQWHUQDWLRQDO�FXUUHQF\�DQG�LQWUD�UHJLRQDO�
SHJ��ZLWK�D�ORFDO�DQFKRU��DUH�SDUWLFXODUO\�ZRUWK�PHQWLRQLQJ��7KH�LQWUD�UHJLRQDO�
SHJ�PD\�EULQJ�ZLWK�LW�DQ�LQFUHDVHG�YXOQHUDELOLW\�ZLWK�UHVSHFW�WR�H[WUD�UHJLRQDO�
WUDQVDFWLRQV��7KLV�PD\�EH� UHGXFHG�E\�DGRSWLQJ�VRPH� IRUP�RI�FRPPRQ�EORFN�
ÀRDWLQJ��0RQHWDU\�XQLRQ�FDQ�EH�VHHQ�DV�WKH�FRPSOHWLRQ�RI�UHFLSURFDO�PRQHWDU\�
LQYROYHPHQW�LQ�D�UHJLRQ�

&DQ�FUXFLDO�FULWHULD�IRU�FKRRVLQJ�WKH�DSSURSULDWH�H[FKDQJH�UDWH�UHJLPH�EH�LGHQ-
WL¿HG"�$V�WKH�FXUUHQW�GHEDWH�ZLWKLQ�WKH�(XUR]RQH�FOHDUO\�VKRZV��WKH�TXHVWLRQ�DV�
WR�ZKLFK�DUH�WKH�PRVW�VLJQL¿FDQW�FRQGLWLRQV�IRU�D�PRQHWDU\�XQLRQ�WR�EH�GHVLUDEOH��
LV� UHOHYDQW� LQ� JHQHUDO�� QRW� MXVW� IRU� GHYHORSLQJ� FRXQWULHV��<HW�� WKH� DGMXVWPHQW�
FRVWV�RI�D�PRQHWDU\�UHJLPH�VZLWFK�DUH�PRUH�OLNHO\�WR�EH�SUREOHPDWLF�LQ�ORZ��DQG�
medium-income countries (because of a possible impact on low-income popu-
ODWLRQ�� DQG� LQ� UDSLGO\� WUDQVIRUPLQJ�HPHUJLQJ� FRXQWULHV� �ZKLFK�RIWHQ� LQWHUQDOO\�
IDFH�LPSRUWDQW�LQHTXDOLW\�LVVXHV��

Choosing the Exchange Rate Regime: Considering the Nature of 
Prevalent Shocks
$V�-HIIUH\�$��)UDQNHO�WLWOHG�RQH�RI�KLV�PRVW�IDPRXV�VSHHFKHV��LW�LV�TXLWH�WUXH�WKDW�
No Single Currency Regime is Right for All Countries or at All Times��)UDQNHO��
�������)RU�H[DPSOH��LQ�WKH�EDVLF�VKRUW�UXQ�RSHQ�PDFUR�PRGHO��RSSRVLWH�H[FKDQJH�
UHJLPHV�ZRXOG�EH�GHVLUDEOH�IRU�VWDELOL]DWLRQ�SXUSRVHV��L�H��IRU�OLPLWLQJ�WKH�LPSDFW�
RI�H[RJHQRXV�VKRFNV�RQ�LQFRPH�DQG�HPSOR\PHQW��GHSHQGLQJ�RQ�WKH�QDWXUH�RI�
WKH�VKRFN��ZKHWKHU�LW�LV�RI�UHDO�YHUVXV�PRQHWDU\�¿QDQFLDO�QDWXUH���,Q�WKH�VLPSOH�
,6�/0�L� IUDPHZRUN�� SUHYDOHQFH� RI� UHDO� WXUEXOHQFH�ZRXOG� EH� DVVRFLDWHG�ZLWK�
PRUH�VWDEOH�RXWSXW�DQG�HPSOR\PHQW�RXWFRPHV�XQGHU�ÀH[LEOH�H[FKDQJH�UDWHV��
2Q� WKH�RWKHU�KDQG��PRQHWDU\�DQG�¿QDQFLDO� WXUEXOHQFH�FRXOG�EH�EHWWHU� IDFHG�
ZLWKLQ�D�¿[HG�H[FKDQJH�UDWH�UHJLPH�

)UDQNHO¶V� VWDWHPHQW� PDNHV� WKH� FKRLFH� RI� PRQHWDU\� LQWHJUDWLRQ� DWWUDFWLYH� WR�
FRXQWULHV�ZKLFK� DUH�PRUH� OLNHO\� WR� EH� H[SRVHG� WR� UHDO� VKRFNV� �IRU� H[DPSOH��
WHUPV�RI�WUDGH�VKRFNV��DQG�ZKLFK�DUH�FKDUDFWHUL]HG�E\�ORZ�¿QDQFLDO�LQWHJUDWLRQ��
'HVSLWH�PRQHWDU\�XQLRQV�DUH�IDU�IURP�EHLQJ�LUUHYRFDEOH��WKH\�SRVVHVV�D�VLJQL¿-
FDQW�GHJUHH�RI�SHUVLVWHQFH��KLJKHU�ZLWK�UHVSHFW�WR�DOO�RWKHU�¿[HG�H[FKDQJH�UDWH�
UHJLPHV�±�DV�FUHDWLQJ�D�PRQHWDU\�XQLRQ�UHTXLUHV�D�QXPEHU�RI�QHZ�LQVWLWXWLRQV��
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ZKLFK�DUH�NQRZQ�WR�EH�FKDUDFWHUL]HG�E\�VLJQL¿FDQW�LQHUWLD��+HQFH��HQJDJLQJ�LQ�D�
PRQHWDU\�XQLRQ�PLJKW�OHDG�WR�UHJUHW�DW�D�ODWHU�WLPH��DV�RQH�PHPEHU�FRXQWU\�PD\�
H[SHULHQFH�D�FKDQJH�LQ�WKH�SUHYDOHQW�QDWXUH�RI�WXUEXOHQFH��+RZHYHU��H[LWLQJ�WKH�
PRQHWDU\�XQLRQ�PD\�EH�PRUH�FRVWO\�WKDQ�VLPSO\�DEDQGRQLQJ�D�¿[HG�H[FKDQJH�
UDWH�UHJLPH��GXH�WR�WKH�GHHS�LQVWLWXWLRQDO�UHFRQVWUXFWLRQ�WKDW�ZRXOG�EH�UHTXLUHG�
WR�UH�QDWLRQDOL]H�PRQH\�

Choosing the Combination of Financial / Exchange Rate Regime
:KLOH� LQ�SULQFLSOH��PRQH\�DQG�¿QDQFH�DUH�GLIIHUHQW� IURP�HDFK�RWKHU� �¿QDQFH�
LV�D�IRUP�RU�UHDO�LQWHU�WHPSRUDO�WUDGH��WUDQVIHUULQJ�UHDO�SXUFKDVLQJ�SRZHU�IURP�
DQ�DJHQW�WR�DQRWKHU�RYHU�WLPH��ZKLOH�PRQH\�VHUYHV�DV�D�VSRW�WUDQVDFWLRQ�LQVW-
UXPHQW��� WKH�WZR�DUH� LQH[WULFDEO\�FRQQHFWHG�EHFDXVH�VSRW� WUDQVDFWLRQ�DPRQJ�
UHODWLRQDOO\� GLVWDQW� DJHQWV� �L�H�� LPSHUVRQDO� WUDQVDFWLRQV�� UHTXLUHV� PRQH\� WR�
EH�SHUFHLYHG�DV�D�UHOLDEOH�VWRUH�RI�YDOXH�±�KHQFH�SRVVHVVLQJ�HVVHQWLDO� LQWHU�
WHPSRUDO�TXDOLWLHV��WUXVW�DQG�FUHGLELOLW\�DUH�FUXFLDO�LQ�ERWK�¿QDQFLDO�DQG�PRQHWDU\�
PDUNHWV���

&RQVHTXHQWO\��PRQHWDU\�UHJLPHV�DQG�¿QDQFLDO�UHJLPHV�VWURQJO\�LQÀXHQFH�HDFK�
RWKHU��:LWK�WKH�SURFHVV�RI�µJOREDOL]LQJ�FDSLWDO¶��(LFKHQJUHHQ���������WKH�HYROXWLRQ�
RI�H[FKDQJH�UDWH�UHJLPHV�DQG�¿QDQFLDO�UHJLPHV�KDYH�EHHQ�LQWHUWZLQHG��UHVXOWLQJ�
LQ�UHJLPH�VZLWFKHV�EHFDXVH�RI�XQVXVWDLQDEOH�UHFLSURFDO�FRQ¿JXUDWLRQV�DQG�RU�
SROLWLFDOO\�XQDFFHSWDEOH�HFRQRPLF�FRQVHTXHQFHV�GRPHVWLFDOO\�

2QH� VLPSOH�� \HW� UREXVW�� UHSUHVHQWDWLRQ� RI� KRZ� PRQHWDU\� UHJLPHV�� ¿QDQFLDO�
UHJLPHV�DQG�GRPHVWLF�HFRQRPLF�SROLF\�VWDQFHV��PRQHWDU\�DQG�¿VFDO��UHODWH�WR�
HDFK�RWKHU�LV�WKH�VR�FDOOHG�µWULOHPPD¶2��)LJ����EHORZ�KHOSV�WR�VXPPDUL]H�WKH�ORJLFDO�
VWUXFWXUH�RI�WKH�µWULOHPPD¶��RXW�RI�WKH�WKUHH�FRUQHUV�RQO\�WZR�DUH�FRPSDWLEOH�DW�D�
WLPH��,QWHUQDWLRQDO�¿QDQFLDO�LQWHJUDWLRQ�UHGXFHV�WKH�VFRSH�RI�QDWLRQDO�PDFURH-
FRQRPLF�SROLFLHV�XQGHU�¿[HG�H[FKDQJH�UDWHV��DV�LQ�WKH�*ROG�6WDQGDUG��RU�ZLWK�
D�FXUUHQF\�ERDUG�DQG�HYHQ�PRUH�VR�ZLWKLQ�D�PRQHWDU\�XQLRQ���1DWLRQDO�SROLF\�
DXWRQRP\�FDQ�EH�UH�JDLQHG�YLD�H[FKDQJH�UDWH�ÀH[LELOLW\��DOWKRXJK�ZKHWKHU�WKLV�
PDFURHFRQRPLF�SROLF\�VSDFH� LV�VXI¿FLHQW� IRU�DFKLHYLQJ�WKH�GHVLUHG�RXWFRPHV�
LV�GHEDWDEOH���$V�D�WKLUG�RSWLRQ��FRXQWULHV�PD\�SXUVXH�D�PDFURHFRQRPLF�SROLF\�

�� 2EVWIHOG��6KDPEDXJK�DQG�7D\ORU��������SURYLGH�HPSLULFDO�WHVWV�RQ�WKH�µWULOHPPD¶��3LVDQL�)HUU\�
�������RIIHUV�D�UH�LQWHUSUHWDWLRQ�WR�WKH�UHFHQW�(XUR�FULVLV�
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VHWWLQJ�LQ�ZKLFK�LQWHUQDWLRQDO�¿QDQFLDO�ÀRZV�DUH�HIIHFWLYHO\�FRQWUROOHG��YLD�DGPL-
QLVWUDWLYH�FRQWURO��RU�VRPH�RWKHU�µKDQGV�RQ¶�GLUHFW�LQWHUYHQWLRQ���VR�WKDW�QDWLRQDO�
PDFURHFRQRPLF�DXWRQRP\�LV�SUHVHUYHG�HYHQ�XQGHU�¿[HG�H[FKDQJH�UDWHV��

)LJ����±�7KH�µWULOHPPD¶

6RXUFH��$GDSWHG�IURP�5RGULN�������S�����

7KH�SURFHVVHV�RI�LQQRYDWLRQ��GHUHJXODWLRQ�DQG�LQWHUQDWLRQDOL]DWLRQ��ZKLFK�KDV�
SURIRXQGO\� FKDQJHG� WKH� ODQGVFDSH� RI� ¿QDQFLDO� DFWRUV� DQG� ¿QDQFLDO� LQVWUX-
PHQWV� RYHU� WKH� ODVW� IHZ� GHFDGHV�� ODUJHO\� H[SODLQV� WKH� SURJUHVVLYH� WHQGHQF\�
IRU�FRXQWULHV�WR�DEDQGRQ�WKH� µ%UHWWRQ�:RRGV¶�FRPSURPLVH�FRQ¿JXUDWLRQ��7KLV�
LQFOXGHG�D�YDULHW\�RI�IRUPV�RI�GRPHVWLF�FRQWURO�RYHU�LQWHUQDWLRQDO�FDSLWDO�PRELOLW\�
DQG�RSWLQJ�HLWKHU�IRU��GLUW\��H[FKDQJH�UDWH�ÀRDW�RU�IRU�VWURQJHU�IRUPV�RI�LQWHUQD-
WLRQDO�RU�UHJLRQDO�PRQHWDU\�FROODERUDWLRQ��7KLV�WHQGHQF\�ZDV�VWULNLQJO\�HYLGHQW�
XS�XQWLO�WKH������6RXWK�(DVW�$VLDQ�¿QDQFLDO�FULVLV��ZKLFK�WULJJHUHG�WKH�GHFLVLRQ�
of some countries to re-introduce capital controls as part of their post-crisis 
PDQDJHPHQW�SROLF\��
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2QH�LVVXH�WR�EH�DGGUHVVHG�LV�ZKHWKHU�DQG�WR�ZKDW�H[WHQW�LQWHUQDWLRQDO�¿QDQFLDO�
LQWHJUDWLRQ� LV� DFWXDOO\� SRVVLEOH� LQ� FRXQWULHV� ZKHUH� WKH� ORFDO� ¿QDQFLDO� VHFWRU�
�DFWRUV�DQG� LQVWUXPHQWV�� LV� RUJDQL]HG� LQ�ZD\V�ZKLFK�GR�QRW� IDFLOLWDWH�PDUNHW�
LQWHUDFWLRQV�ZLWK�WKH�JOREDO�¿QDQFLDO�PDUNHW��ZKLFK�LWVHOI�LV�FKDUDFWHUL]HG�E\�ORZ�
LQWHUPHGLDWLRQ��6XFK�D�PDUNHW��LQ�IDFW��LV�µJOREDO¶�RQO\�LQ�VRPH�VHQVH�±�DV�LW�LV�
YHU\�KLHUDUFKLFDO�DQG�DV\PPHWULF�LQ�WHUPV�RI�DFFHVV��%HUHWWD��������

)LQDQFLDO�LQWHUPHGLDWLRQ�LQ�VXE�6DKDUDQ�$IULFD�LV�YHU\�ORZ��FRPSDUHG�WR�RWKHU�
UHJLRQV�RI�WKH�ZRUOG��$KRNSRVV\���������7KLV�LV�GXH�WR�PDQ\�IDFWRUV�ZKLFK�YDU\�
JUHDWO\�DFURVV�UHJLRQV��LQFOXGLQJ�¿QDQFLDO�SROLFLHV��PDUNHW�VWUXFWXUH�DQG�EDQN�
PLFUR�EHKDYLRU��$V�D�UHVXOW��EDQN�OHQGLQJ�LV�ORZ�DQG�LQWHUHVW�PDUJLQV�DUH�KLJK�
FRPSDUHG�WR�WKH�UHVW�RI�WKH�ZRUOG��$OVR��QRQ�EDQNLQJ�¿QDQFLDO� LQVWLWXWLRQV�DUH�
XQGHU�GLPHQVLRQHG� RU� YLUWXDOO\� ODFNLQJ� �$OOHQ�� 2WFKHUH� DQG� 6HQEHW�� ������3 
)LQDQFLDO� GHSWK�� DFFHVV� WR� ¿QDQFLDO� VHUYLFHV�� RSHUDWLRQDO� TXDOLW\� DQG� RYHUDOO�
¿QDQFLDO�SUR¿WDELOLW\�LV�DOVR�SUREOHPDWLF�EHFDXVH�RI�GHHS�LQVWLWXWLRQDO�UHDVRQV�4 
:KLOH� WKHVH� UHPDUNV� PD\� JLYH� WKH� LPSUHVVLRQ� WKDW� WKH� µWULOHPPD¶� GRHV� QRW�
KROG� IRU�$IULFD�DW�SUHVHQW��RQH�VKRXOG�DOVR�UHFDOO� WKDW�¿QDQFLDO� WUDQVIRUPDWLRQ�
±�SRVVLEO\�LQGXFHG�E\�H[WHUQDO�DJHQWV�±�PD\�EH�YHU\�VXGGHQ��0RUHRYHU��PDQ\�
ZRXOG�DGYRFDWH�IRU�D�GHHSHQLQJ�RI�$IULFDQ�¿QDQFLDO�LQWHJUDWLRQ�5�-XVW�FRQVLGHU�
WKH�PDQ\�FDVHV�LQ�ZKLFK�HPHUJLQJ�HFRQRPLHV�H[SHULHQFHG�D�VXGGHQ�H[SDQVLRQ�

�� $OOHQ��2WFKHUH�DQG�6HQEHW��������SURYLGH�D�WKRURXJK�UHYLHZ�RI�$IULFDQ�¿QDQFLDO�V\VWHPV�LQFOXG-
LQJ�FHQWUDO�EDQNV��GHSRVLW�WDNLQJ�EDQNV�DQG�QRQ�EDQN�LQVWLWXWLRQV��VXFK�DV�WKH�VWRFN�PDUNHWV��
¿[HG�LQFRPH�PDUNHWV�DQG�PLFUR¿QDQFH�LQVWLWXWLRQV��7KH�UHYLHZ�DOVR�FRYHUV�:HVW�$IULFD��SDUW�,,,���

�� 7KHRUHWLFDO�DQG�HPSLULFDO�VWXGLHV��DORQJ�WKH�OLQHV�RI�WKH�VHPLQDO�ZRUN�E\�'RXJODV�1RUWK��HPSKD-
VL]H�WKH�QHHG�WR�SD\�PRUH�DWWHQWLRQ�WR�LQVWLWXWLRQDO�GHYHORSPHQW��DV�LQVWLWXWLRQV�SOD\�D�YLWDO�UROH�LQ�
¿QDQFLDO�VHFWRU�GHYHORSPHQW��DV�ZHOO�DV�WR�DQDO\]H�WKH�LPSDFW�RI�LQVWLWXWLRQDO�IDFWRUV�RQ�¿QDQFLDO�
VHFWRU�GHYHORSPHQW��,Q�SDUWLFXODU��D�SDSHU�E\�$QD\LRWRV�DQG�7RUR\DQ��������VWXGLHV�WKH�LQWHUSOD\�
EHWZHHQ� IRXU�PDLQ� LQVWLWXWLRQDO� IDFWRUV� �QDPHO\�FRUUXSWLRQ��SROLWLFDO�VWDELOLW\��FRQWUDFW�HQIRUFH-
PHQW�DQG�DYDLODELOLW\�RI�UHOLDEOH� LQIRUPDWLRQ��DQG� LQGLFDWRUV�RI�¿QDQFLDO�VHFWRU�GHYHORSPHQW� LQ�
$IULFD�

�� 0X��3KHOSV�DQG�6WRWVN\��������PDLQWDLQ�WKDW�WKHUH�LV�D�VWURQJ�QHHG�WR�SURPRWH�ERQG�PDUNHW�GH-
YHORSPHQW��DV�WKH�GHYHORSPHQW�RI�ERQG�PDUNHWV�LQ�VXE�6DKDUDQ�$IULFD�FDQ�LPSURYH�WKH�LQWHUPH-
GLDWLRQ�RI�VDYLQJV��,Q�IDFW��$IULFD�LV�D�QHW�FDSLWDO�H[SRUWHU�WR�WKH�UHVW�RI�WKH�ZRUOG��PDLQO\�EHFDXVH�
WKHUH�LV�D�ODFN�RI�HIIHFWLYH�ORFDO�FKDQQHOV�WR�DEVRUE�WKLV�FDSLWDO��)XUWKHUPRUH��SURPRWLQJ�ERQG�
PDUNHW�GHYHORSPHQW� LQ�VXE�6DKDUDQ�$IULFD�FDQ� LPSURYH� WKH�VWUXFWXUH�RI� WKH�$IULFDQ�¿QDQFLDO�
V\VWHP�ZKLFK�LV�FXUUHQWO\�GRPLQDWHG�E\�EDQNV��%RQG�PDUNHWV�DQG�EDQN�¿QDQFH�FDQ�EH�FRPSOH-
PHQWDU\��DV�EDQNV�SURYLGH�VKRUW�WHUP��ZRUNLQJ��FDSLWDO�DQG�ERQG�PDUNHWV�HQMR\�D�FRPSDUDWLYH�
DGYDQWDJH� LQ� ORQJHU�WHUP� ¿QDQFLQJ� RI� JRYHUQPHQW� GH¿FLWV� DQG� LQIUDVWUXFWXUH� LQYHVWPHQW��$O-
WKRXJK�D�QXPEHU�RI�$IULFDQ�FRXQWULHV�KDYH�LVVXHG�VRYHUHLJQ�ERQGV�LQ�IRUHLJQ�FXUUHQFLHV��ORFDO�
FXUUHQF\�ERQG�PDUNHWV�DUH�SHUFHLYHG�WR�EH�LPSRUWDQW�LQ�RUGHU�WR�RYHUFRPH�WKH�VR�FDOOHG�µRULJLQDO�
VLQ¶��WKDW�LV�WKH�LQDELOLW\�WR�LVVXH�GHEW�LQ�WKHLU�ORFDO�FXUUHQF\�
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RI�WKHLU�¿QDQFLDO�PDUNHWV�LQ�WHUPV�RI�GLPHQVLRQV�DQG�LQVWLWXWLRQDO�LQQRYDWLRQV��DV�
IRUHLJQ�LQYHVWRUV�PDVVLYHO\�PRYHG�LQ��7KLV�LV�W\SLFDO�LQ�¿QDQFLDO�PDUNHWV��ZKHUH�
µZLQQHUV�WDNH�DOO¶�DQG�D�VPDOO�QXPEHU�RI�FRXQWLHV�WHQG�WR�DWWUDFW�DOO�WKH�LQYHVW-
PHQW�LQ�D�JLYHQ�PRPHQW�RI�WLPH��ZLWK�D�VRUW�RI�µKHUG¶�HIIHFW��+HQFH��RYHUORRNLQJ�
WKH�WULOHPPD�PD\�EH�GDQJHURXV�IRU�SRWHQWLDOO\�VXFFHVVIXO�FRXQWULHV�

The Fragility of ‘Incomplete’ Monetary Unions 
µ,QFRPSOHWH¶�PRQHWDU\�XQLRQ��LV�WKH�H[SUHVVLRQ�WKDW�'H�*UDXZH��������XVHV�WR�
LGHQWLI\� WKH�YDULRXV�IRUPV�D�¿[HG�H[FKDQJH�UHJLPH�FDQ�WDNH��7KHLU� IUDJLOLW\� LV�
FRQQHFWHG�WR�WKH�HQKDQFHG�ULVN�RI�VSHFXODWLYH�DWWDFNV��ZKLFK�DUH�OLNHO\�WR�H[KLELW�
D�VHOI�IXO¿OOLQJ�QDWXUH��HVSHFLDOO\�ZKHQ�D�PXOWLSOLFLW\�RI�HTXLOLEULD�H[LVWV��

%DVLFDOO\��ZKHQ� H[FKDQJH� UDWHV� DUH� ¿[HG� DW� D� OHYHO�ZKLFK� FUHDWHV� SUREOHPV�
HLWKHU� LQ� WKH� UHDO� GLPHQVLRQ�RI� LQWHUQDWLRQDO� LQWHJUDWLRQ� �VD\�� FXUUHQW� DFFRXQW�
GH¿FLWV��� RU� ZLWK� WKH� GHJUHH� RI� LQWHUQDO� DFFHSWDELOLW\� RI� WKH� PDFURHFRQRPLF�
VLWXDWLRQ��VD\��H[FHVV�XQHPSOR\PHQW�RU�XQDFFHSWDEO\�KLJK�OHYHOV�RI�LQÀDWLRQ���
the situation engenders the reasonable expectation that defense of the target 
H[FKDQJH�UDWH� OHYHO�may�EH�DEDQGRQHG�E\�SROLF\�DXWKRULWLHV�DQG� WKDW�D�QHZ�
H[FKDQJH�UDWH�ZLOO�EH�HVWDEOLVKHG��*LYHQ�WKH�QDWXUH�RI�WKH�SUREOHP��WKH�GLUHFWLRQ�
RI�FKDQJH�RI�WKH�H[FKDQJH�UDWH�LV�DOVR�JLYHQ��+HQFH��VSHFXODWLYH�DWWDFNV�WHQG�
WR�EHFRPH�µVDIH�EHWV¶��ZKLOH�WKHLU�RZQ�H[LVWHQFH�LV�DFWXDOO\�DEOH�WR�PRGLI\�WKH�
DELOLW\� RI� SROLF\� DXWKRULW\� WR� GHIHQG� WKH� WDUJHW� H[FKDQJH� UDWHV�� ([SHFWDWLRQV�
PD\�EHFRPH�VHOI�IXO¿OOLQJ�LQ�PXOWLSOH�HTXLOLEULD�VHWWLQJV��DV�LW�LV�WKH�FDVH�ZKHQ�
FXUUHQF\�WUDQVDFWLRQV�PDLQO\�RFFXU�ZLWK�UHIHUHQFH�WR�¿QDQFLDO�PDUNHWV��ZKHUH�
DVVHW�SULFHV�DUH�EDVLFDOO\�H[SHFWDWLRQ�GULYHQ�
 
7KH�UHOHYDQFH�RI�WKLV�UHPDUN�FDQ�EH�KLJKOLJKWHG�ZLWK�UHIHUHQFH�WR�WKH�VRYHUHLJQ�
GHEW�FULVLV� LQ� WKH�(XUR�DUHD�� ,Q�DQWLFLSDWLRQ�RI� WKH�GLVFXVVLRQ� ODWHU�� LW� LV�ZRUWK�
QRWLFLQJ�WKDW��ZKLOH�WKH�IUDJLOLW\�RI�LQFRPSOHWH�PRQHWDU\�XQLRQV�LV�D�ZHOO�HVWDE-
OLVKHG�UHVXOW�RI� WKHRUHWLFDO�DQG�HPSLULFDO�DQDO\VLV� �RQH�ZD\�EHWV��VHOI�IXO¿OOLQJ�
FULVHV���PRQHWDU\�XQLRQV�FDQ�DOVR�EH�¿QDQFLDOO\�IUDJLOH��IRU�UHDVRQV�WKDW�DUH�QRW�
VR�GLIIHUHQW�IURP�WKRVH�UHOHYDQW�IRU�LQFRPSOHWH�XQLRQV�
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:KDW�'R�:H�.QRZ�$ERXW�&RVWV�DQG�%HQH¿WV�RI�&XUUHQF\�
Unions? 

,Q� D� QXWVKHOO�� WKH� WUDGLWLRQDO� WHDFKLQJ� LV� WKH� IROORZLQJ�� D� FRPPRQ� FXUUHQF\�
SURYLGHV�DQ�LQWHJUDWHG�DUHD�PDLQO\�ZLWK�PLFUR�EHQH¿WV�DQG�PDFUR�FRVWV��$V�LQ�
UHDO� OLIH�� LW� LV�QRW�VR�HDV\�WR�GLVHQWDQJOH�PLFUR�DQG�PDFUR�PRWLYHV�IRU�DJHQWV¶�
GHFLVLRQV��WKH�DERYH�FDQ�RQO\�EH�D�XVHIXO�VWDUWLQJ�SRLQW�IRU�D�WKRURXJK�HPSLULFDO�
DQDO\VLV��ZKHUH�ERWK�PDWHULDO�HOHPHQWV� �UHDO�DQG�¿QDQFLDO� LQWHJUDWLRQ��PDFUR�
FRQYHUJHQFH��LQVWLWXWLRQDO�FRQYHUJHQFH��DQG�V\PEROLF�HOHPHQWV��H[SHFWDWLRQV��
PRWLYDWLRQV��EHOLHIV��QHHG�WR�EH�FRQVLGHUHG�

7KH� EDVLF� EHQH¿W� FRQVLVWV� LQ� UHGXFLQJ� WUDQVDFWLRQ� FRVWV��PRQH\� �� GXH� WR� LWV�
QDWXUH�DV�D�µODQJXDJH¶�IRU�HFRQRPLF�WUDQVDFWLRQV���H[KLELWV�LQFUHDVLQJ�UHWXUQV�WR�
VFDOH��QHWZRUN�H[WHUQDOLWLHV���7KDW�LV��WKH�PRUH�D�µODQJXDJH¶�FDQ�EH�XVHG�IRU�WUDQ-
VDFWLRQV�ZLWK�D�SOXUDOLW\�RI�SRWHQWLDO�SDUWQHUV��WKH�PRUH�LW�ZLOO�DFWXDOO\�EH�XVHG��
LQ�D�VHOI�UHLQIRUFLQJ�SURFHVV��,W�ZRXOG�WDNH�D�VLQJOH�FXUUHQF\�DW�WKH�ZRUOG�OHYHO�
WR�PD[LPL]H�WKH�EHQH¿WV�UHODWHG�WR�SRVLWLYH�QHWZRUN�H[WHUQDOLWLHV��7KLV�ZDV�WKH�
LGHD��ZKHQ�WKH�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP�ZDV�FKDUDFWHUL]HG�E\�D�GRPLQDQW�
UHIHUHQFH�FXUUHQF\��WKH���LQ�WKH�3D[�%ULWDQQLFD��WKH���LQ�WKH�%UHWWRQ�:RRGV�DQG�
post-Bretton Woods era)6��7KH�YLVLEOH�ODFN�RI�VXFK�D�ZRUOGZLGH�VLQJOH�FXUUHQF\�
WRGD\�� GHVSLWH� WKH� IDFW� WKDW� VWUXFWXUDO� LQWHUQDWLRQDO� PRQHWDU\� SRZHU� UHPDLQV�
TXLWH�FRQFHQWUDWHG��*X���������LV�SUHFLVHO\�WKH�UHDVRQ�ZK\�UHJLRQDO�DOWHUQDWLYHV�
WHQG�WR�EHFRPH�PRUH�DWWUDFWLYH�±�DORQJ�ZLWK�RWKHU�GHHS�GHWHUPLQDQWV�RI�UHJLR-
QDOLVP��%DOGZLQ��������

7KH�EDVLF�FRVW�RI�D�PRQHWDU\�XQLRQ�FRQVLVWV�RI�ORVLQJ�PDFUR�SROLF\�LQVWUXPHQWV��
$�PRQHWDU\�XQLRQ� LPSOLHV� ORVV�RI�FRQWURO�RYHU�GRPHVWLF� LQWHUHVW� UDWHV��DV� WKH�
SROLFLHV�ZKLFK�DUH�H[SHFWHG�WR�LQÀXHQFH�WKHP�ZLOO�EH�VHW�DW�WKH�FHQWUDOL]HG�OHYHO�
DQG�DUH� E\�GH¿QLWLRQ� D� ORVV� RI� LQWUD�DUHD�H[FKDQJH� UDWH� SROLF\��7KH� UHOHYDQW�
TXHVWLRQV�DUH��KRZ�HIIHFWLYH�DUH�WKHVH�SROLFLHV�DQ\ZD\"�$QG�ZKDW�DUH�FRXQWULHV�
DFWXDOO\�ORVLQJ�LQ�FUHDWLQJ�D�PRQHWDU\�XQLRQ"

�� 6HH�WKH�YDVW�,QWHUQDWLRQDO�3ROLWLFDO�(FRQRP\�OLWHUDWXUH�DQG�WKH�µHQGRJHQRXV�LQVWDELOLW\¶�K\SRWK-
HVLV��)RU�DQ�HIIHFWLYH�LQWURGXFWLRQ��VHH�&RRSHU�HW�DO��������
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+RZ�'R�:H�*HW�+LJK�%HQH¿WV�DQG�/RZ�&RVWV�)URP�D�0RQHWDU\�
Union? The Classical Theory of Optimal Currency 

$FFRUGLQJ� WR� WUDGLWLRQ�� VL[� FULWHULD� IRU� DQ�2SWLPDO�&XUUHQF\�$UHD� �2&$��KDYH�
EHHQ�LGHQWL¿HG�RYHU�WKH�\HDUV��7KH\�DUH�FOHDUO\�H[SORUHG�LQ�%DOGZLQ�DQG�:\SORV]�
�������DQG�VXPPDUL]HG�EHORZ�

1. Factor mobility across national borders (Mundell): /DERU�PRELOLW\� DFURVV�
QDWLRQDO�ERUGHUV�±�WKH�LQWHUQDWLRQDO�DGMXVWPHQW�PHFKDQLVP�UHTXLUHG�ZLWK�D�
FRPPRQ�FXUUHQF\�FDQ�EH�FRVWO\��EHFDXVH�RI�GLIIHUHQW�FXOWXUHV��ODQJXDJHV��
OHJLVODWLRQ�� ZHOIDUH� V\VWHPV�� HWF�� 5HJDUGLQJ� FDSLWDO� PRELOLW\�� ZH� ZRXOG�
SUREDEO\�QHHG�WR�GLVWLQJXLVK�EHWZHHQ�¿QDQFLDO��SK\VLFDO��KXPDQ�DQG�VRFLDO�
FDSLWDO�� :KLOH� KXPDQ� DQG� VRFLDO� FDSLWDO� PRELOLW\� LV� FRVWO\� IRU� WKH� VDPH�
UHDVRQV�DV�ODERU��¿QDQFLDO�FDSLWDO�PLJKW�H[KLELW�KLJK�LQWHUQDWLRQDO�PRELOLW\�
RYHU�D�JHRSROLWLFDO�VSDFH�ZKLFK�FDQ�ODUJHO\�H[FHHG�WKH�FXUUHQF\�DUHD��2QH�
FDYHDW� WKDW�QHHGV� WR�EH�DGGHG� LV� WKDW� IDFWRU�PRELOLW\� LV� OLNHO\� WR� IROORZ�D�
µFLUFXODU�FDXVDWLRQ¶�PHFKDQLVP��HQKDQFLQJ�DV\PPHWULHV�ZLWKLQ� WKH�DUHD�7 
+HQFH��LW�SURYLGHV�DQ�HIIHFWLYH�DGMXVWPHQW�LQ�WKH�VKRUW�DQG�PHGLXP�WHUP��
EXW�WKH�PHFKDQLVP�LV�OLNHO\�WR�JHQHUDWH�ORQJ�UXQ�DV\PPHWULHV�ZKLFK�PD\�
IHHG�LQWR�SROLWLFDO�GLVFRQWHQW�

2. 3URGXFWLRQ�GLYHUVL¿FDWLRQ��.HQHQ���&RXQWULHV�ZKRVH�SURGXFWLRQ�DQG�H[SRUWV�
DUH�ZLGHO\�GLYHUVL¿HG�DQG�RU�FRXQWULHV�ZLWK�VLPLODU�SURGXFWLRQ�VWUXFWXUHV�DUH�
OLNHO\� WR� IDFH� IHZ� DV\PPHWULF� VKRFNV� �VLPLODU� VWUXFWXUHV�� RU� VPDOO� DV\P-
PHWULF�VKRFNV��GLYHUVL¿FDWLRQ���KHQFH�DYRLGLQJ� WHQVLRQV� LQ� WKH�SURFHVV�RI�
PDFUR�SROLF\�PDNLQJ�DW�WKH�DUHD�OHYHO8�

3. Trade openness (McKinnon): &RXQWULHV�ZKLFK�DUH�YHU\�RSHQ�WR�WUDGH�DQG�
WUDGH�KHDYLO\�ZLWK� HDFK�RWKHU� DUH�PRUH� OLNHO\� WR� VXFFHHG� LQ� IRUPLQJ�DQG�
VXVWDLQLQJ�D�FXUUHQF\�DUHD�

�� 7KH�ÃFLUFXODU�FDXVDWLRQµ�PHFKDQLVP��$V�SURGXFWLYH�UHVRXUFHV�DEDQGRQ�D�GHSUHVVHG�DUHD�LQ�RU-
GHU�WR�UHORFDWH�LQ�D�IDVWHU�JURZLQJ�UHJLRQ��ORFDO�SURVSHFWV�ZRUVHQ�DQG�PDNH�LW�WKH�PRUH�OLNHO\�LW�
EHFRPHV�WKDW�RWKHU�RXWÀRZV�ZLOO�IROORZ�

�� $Q�LPSRUWDQW�VRXUFH�RI�DV\PPHWU\�ZLWKLQ�D�FXUUHQF\�DUHD�FRXOG�EH�WKH�UHODWLYH�HFRQRPLF�GLPHQ-
VLRQV�RI�PHPEHU�FRXQWULHV��HVSHFLDOO\�ZKHQ�WKHUH�LV�D�µELJ�SOD\HU¶�DV�LQ�WKH�FDVH�RI�*HUPDQ\�
LQ� WKH� (8� DQG� %UD]LO� LQ�0HUFRVXU�� &DQDOHV�.ULOMHQNR��*ZHQKDPR� DQG�7KRPDV� ������� VWXG\�
6RXWK�$IULFD¶V�UROH�LQ�6$&8��$V�D�FRQWULEXWLRQ�WR�XQGHUVWDQGLQJ�1LJHULD¶V�SRWHQWLDO�VSLOORYHUV�LQ�
WKH�(&2:$6�DUHD�VHH�DOVR�³1LJHULD�DQG�6RXWK�$IULFD��6SLOORYHUV�WR�WKH�5HVW�RI�6XE�6DKDUDQ�
$IULFD´��FKDSWHU���RI�,0)��������



Simona Beretta

107

4. Fiscal transfers: &RXQWULHV�WKDW�DJUHH�WR�FRPSHQVDWH�HDFK�RWKHU�IRU�DGYHUVH�
VKRFNV� DUH�PRUH� OLNHO\� WR� IRUP�D� UREXVW� FRPPRQ� FXUUHQF\�� ,QWHUUHJLRQDO�
WUDQVIHUV� XVXDOO\� H[LVW� ZLWKLQ� QDWLRQDO� ERUGHUV�� HLWKHU� LPSOLFLWO\� �ZHOIDUH�
V\VWHP�� RU� H[SOLFLWO\� �LQ� IHGHUDO� VWDWHV��7KH\� DUH� UHTXLUHG� IRU� NHHSLQJ�
FRQVHQVXV�DERXW�QDWLRQDO�XQLW\��6RPHWKLQJ�VLPLODU�LV�DOO�WKH�PRUH�QHFHVVDU\�
ZKHQ�FRXQWULHV�DQG�QRW�UHJLRQV��DVSLUH�WR�VKDULQJ�WKH�VDPH�FXUUHQF\�

5. +RPRJHQHRXV�SUHIHUHQFHV� �LQÀDWLRQ�XQHPSOR\PHQW�PL[��DFURVV�PHPEHU�
countries: &RXQWULHV�VKDULQJ�D�EURDG�FRQVHQVXV�RQ� WKH�ZD\� WR�GHDO�ZLWK�
VKRFNV�DUH�OLNHO\�WR�DJUHH�RQ�VLPLODU�SROLFLHV��7KLV��QRQ�PDWHULDO���RSWLPDOLW\�
FULWHULRQ�LV�YHU\�UHOHYDQW�IRU�DJUHHPHQW�RQ�SROLFLHV�UHTXLUHG�LQ�FDVH�RI�ERWK�
V\PPHWULF� DQG� DV\PPHWULF� VKRFNV� �DV� LW� SURYLGHV� WKH� EDVLV� IRU� D� EHWWHU�
XQGHUVWDQGLQJ�RI�SDUWQHUV¶�DFWLRQV��

6. Commonality of destiny (Baldwin):� &RPPRQ� HFRQRPLF� LQWHUHVWV� FDQ� EH�
SRZHUIXO�JOXH�IRU�FUHDWLQJ�D�FRPPRQ�FXUUHQF\�DUHD��,Q�SDUWLFXODU��DW�VRPH�
SRLQW�LW�FDQ�EH�LQ�RQH�FRXQWU\¶V�LQWHUHVW�WR�JLYH�XS�SROLF\�DXWRQRP\�DQG�µEX\¶�
FUHGLELOLW\�IURP�IROORZLQJ�D�PRUH�FUHGLEOH�DUHD�OHDGHU��%XW�WKLV�LQLWLDO�VLWXDWLRQ�
is no guarantee that economic interests of member countries will continue to 
RYHUODS�RYHU�WKH�\HDUV��,Q�D�PRQHWDU\�XQLRQ��FRXQWULHV�ZLOO�QHFHVVDULO\�IDFH�
WHPSRUDU\�FRQÀLFWV�RI� LQWHUHVWV�DW�VRPH�SRLQW� �SRVVLEO\�GXH� WR� WKH�DV\P-
PHWULF� LPSDFW� RI� DGMXVWPHQW� SROLFLHV�� DQG�PLJKW� FRQVLGHU� GLV�LQWHJUDWLRQ��
&RPPRQDOLW\�RI�GHVWLQ\��QRQ�PDWHULDO�FULWHULRQ���FDQ�H[HUW�FUHGLEOH�SUHVVXUH�
IRU�DFFHSWLQJ�HFRQRPLF�FRVWV�LQ�WKH�QDPH�RI�D�KLJKHU�SXUSRVH�

The Endogenous Nature of Optimal Currency Areas (OCA)

$�UHPDUNDEOH��FRQVROLGDWHG�OLQH�RI�UHVHDUFK��VWUHVVHV�WKH�LGHD�WKDW�WKH�PHUH�IDFW�
RI�SDUWLFLSDWLQJ�LQ�D�PRQHWDU\�XQLRQ��FKDQJHV�GRPHVWLF�VWUXFWXUHV�DQG�LQVWLWXWLRQV�
LQ�D�ZD\�WKDW�LV�FRKHUHQW�ZLWK�PDNLQJ�WKH�GRPHVWLF�V\VWHP�PRUH�VLPLODU�WR�ZKDW�
ZRXOG�EH�UHTXLUHG�IRU�LW�WR�EH�DQ�µRSWLPDO¶�PHPEHU�RI�WKH�FXUUHQF\�DUHD��)UDQNHO�
DQG� 5RVH�� ������� $V� D� PDWWHU� RI� IDFW�� SROLWLFDO� XQL¿FDWLRQ� IRUFHG� D� FRPPRQ�
FXUUHQF\�XSRQ�D�KHWHURJHQHRXV�VHW�RI�UHJLRQV��ZLWK�WKH�FRQVHTXHQFH�RI�SURGXFLQJ�
PRQHWDU\�DUHDV�ZKLFK�DUH�FKDUDFWHUL]HG�E\�ORQJ�UXQ�GXUDWLRQ��7KH�PRVW�LQWHUHV-
WLQJ�TXHVWLRQ��WKRXJK��LV�ZKHWKHU�WKH�FUHDWLRQ�RI�D�PRQHWDU\�XQLRQ�GRHV�LQ�IDFW�
HQGRJHQRXVO\�HQKDQFH�WKH�RSWLPDOLW\�RI�WKH�FXUUHQF\�DUHD�ZKHQ�PHPEHUV�DUH�
QRW�UHJLRQV�RI�WKH�VDPH�QDWLRQ�VWDWH��EXW�UHPDLQ�LQGHSHQGHQW�VWDWHV�
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+HUH��LW�LV�ZRUWK�QRWLFLQJ�WKDW�SDUWLFLSDWLQJ�LQ�D�PRQHWDU\�XQLRQ�does changes 
ERWK� HFRQRPLF� VWUXFWXUHV� DQG� LQVWLWXWLRQV�� LQ� D� ZD\� WKDW� UHÀHFWV� WKH� LQFHQ-
WLYHV� SURGXFHG� E\� WKH� XQL¿FDWLRQ� LWVHOI��+DUPRQL]DWLRQ� RI� LQVWLWXWLRQV� LV� OLNHO\�
WR� UHLQIRUFH� IHDVLELOLW\� DQG� ORQJ�UXQ� VXVWDLQDELOLW\� RI� D� FXUUHQF\�DUHD� �7DYODV��
�������2Q�WKH�RWKHU�VLGH��VWUXFWXUDO�FKDQJH�LV�YHU\�OLNHO\�WR�SURGXFH�DV\PPHWULF�
LPSDFWV�RQ�GLIIHUHQW�FRXQWULHV��UHJLRQV�DQG�VHFWRUV��VHH�EHORZ���ZKLFK�PD\�OHDG�
WR�VWURQJ�SROLWLFDO� WHQVLRQV�ZLWKLQ�FRXQWULHV�DQG�RU�DFURVV�PHPEHU�FRXQWULHV��
&RQVHTXHQWO\��WKH�HFRQRPLF�DQG�SROLWLFDO�IHDVLELOLW\�RI�D�PRQHWDU\�DUHD��DW�VRPH�
SRLQW�LQ�WLPH��GRHV�QRW�QHFHVVDULO\�HTXDWH�ZLWK�ORQJ�UXQ�SROLWLFDO�VXVWDLQDELOLW\�RI�
WKH�VDPH�QDWXUH�±�XQOHVV�FRPPRQ�LQVWLWXWLRQV�DUH�DOVR�GHYHORSHG�WR�DGGUHVV�
LQWUD�DUHD�HTXLW\�LVVXHV�

&XUUHQF\�$UHDV��$�)XUWKHU�([SORUDWLRQ�RI�0LFURHFRQRPLF�%HQH¿WV 

Transaction Costs and Uncertainty 

7KH�PLFUR�EHQH¿WV�RI�D�PRQHWDU\�XQLRQ�LQFOXGH��UHGXFWLRQ�RI�WUDQVDFWLRQ�FRVWV��
ERWK�GLUHFW�FRVWV��PRQH\�FKDQJLQJ�LQ�FDVH�RI�LQWHUQDWLRQDO�PRELOLW\�RI�SHUVRQV�
and goods) and indirect transactions costs (information on real prices is more 
UHDGLO\� DYDLODEOH��� *UHDWHU� WUDQVSDUHQF\� LQ� SULFHV� VLPSOL¿HV� FRPSDULVRQV� RI�
GRPHVWLF�DQG�IRUHLJQ�SURGXFWV��DV�WKH\�DUH�SULFHG�LQ�WKH�VDPH�FXUUHQF\��SRWHQ-
WLDOO\�HQKDQFLQJ�FRPSHWLWLRQ��

$V� H[FKDQJH� UDWH� FKDQJHV�� RYHU� WKH� GHFLVLRQ� SHULRG� DUH� UXOHG� RXW�� ZKHQ� D�
FRPPRQ�FXUUHQF\�LV�LQ�SODFH��XQFHUWDLQW\�LV�UHGXFHG��:KLOH�GHFLVLRQV�DERXW�WUDGLQJ�
JRRGV�DQG�VHUYLFHV�XVXDOO\�GR�QRW�VSDQ�RYHU�D�ORQJ�WLPH�KRUL]RQ��LQ�WKH�FDVH�RI�
LQYHVWPHQW�GHFLVLRQV��H[FKDQJH�UDWH�VWDELOLW\�SURYLGHV�D�VLJQL¿FDQW�UHGXFWLRQ�RI�
XQFHUWDLQW\�DQG�LV�YHU\�OLNHO\�WR�OHDG�WR�EHWWHU�TXDOLW\�LQYHVWPHQW�GHFLVLRQV�RYHU�
WKH�ORQJ�UXQ��&XULRXVO\��WKH�VKRUW�UXQ�LPSOLFDWLRQV�RI�H[FKDQJH�UDWH�VWDELOLW\�RQ�
WUDGH�DQG�EXVLQHVV�PD\�EH�DPELYDOHQW��DV�SULFH�ÀXFWXDWLRQV��GULYHQ�E\�H[FKDQJH�
UDWH�ÀXFWXDWLRQV��PD\�RIIHU�EXVLQHVV�RSSRUWXQLWLHV�RI�WKHLU�RZQ�
 
7KXV��WKH�UHGXFWLRQ�RI�XQFHUWDLQW\�LV�YDOXDEOH��HVSHFLDOO\�IRU�LWV�LPSDFW�RQ�FURVV�
ERUGHU�LQYHVWPHQWV��ZKLFK�FDQ�SRVVLEO\�EH�UHLQIRUFHG�E\�G\QDPLF�HFRQRPLHV�RI�
VFDOH��³HQGRJHQRXV´�JURZWK���$QRWKHU�SRWHQWLDO�EHQH¿W��FRQQHFWHG�WR�FUHDWLQJ�
D�PRQHWDU\� XQLRQ�� LV� LQFUHDVHG� LQWHUQDWLRQDO� VHLJQRUDJH� ZKLFK�PD\� JR� ZLWK�
LQFUHDVHG�HFRQRPLHV�RI�VFDOH� LQ�¿QDQFLDO�PDUNHWV��7KLV� LV�D�GXELRXV�EHQH¿W��
SRVVLEO\�UHOHYDQW�IRU�WKH�(XURSHDQ�0RQHWDU\�8QLRQ��
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&DQ�:H�0HDVXUH�([SHFWHG�0LFUR�%HQH¿WV�RI�D�0RQHWDU\�8QLRQ"
0HDVXULQJ�H[SHFWHG�PLFURHFRQRPLF�EHQH¿WV�RI�D�PRQHWDU\�XQLRQ� UHTXLUHV�D�
PDVVLYH�LQYHVWPHQW�LQ�HPSLULFDO�UHVHDUFK��LQFOXGLQJ�D�IDLU�DPRXQW�RI�DSSUR[L-
PDWLRQ�

,Q�WKH�FDVH�RI�WKH�(XURSHDQ�UHDO�DQG�PRQHWDU\�LQWHJUDWLRQ�SURFHVV��(PHUVRQ�HW�
DO��������SURYLGHG�D�VXPPDU\�HVWLPDWH�RI�WKH�H[SHFWHG�EHQH¿W�RI�WKH�(XURSHDQ�
�����VLQJOH�PDUNHW�9 ZKLFK�SOD\HG�D�YHU\�VLJQL¿FDQW�UROH�LQ�UHLQIRUFLQJ�FRQVHQVXV�
IRU�LWV�UHDOL]DWLRQ��$V�WR�DGGLWLRQDO�H[SHFWHG�EHQH¿WV��IROORZLQJ�PRQHWDU\�LQWHJ-
UDWLRQ��WKH�5HSRUW�RI�WKH�'LUHFWRUDWH�*HQHUDO�IRU�(FRQRPLF�DQG�)LQDQFLDO�$IIDLUV�
�������KDV�DOVR�SOD\HG�D�YHU\� LPSRUWDQW�UROH� LQ�FUHDWLQJ�FRQVHQVXV��3RVVLEO\�
EHFDXVH�LW�VXFFHHGHG�LQ�ULGLQJ�WKH�ZDYH�RI�D�VWURQJ�SUR�(8�IHHOLQJ��GXH�WR�WKH�
HFRQRPLF�VXFFHVV�RI� WKH� ODXQFKLQJ� WKH�VLQJOH�PDUNHW��7KLV� ODXQFK�SURGXFHG�
LWV�PRVW�VLJQL¿FDQW�HFRQRPLF�HIIHFWV�before�EHLQJ�LPSOHPHQWHG��DV�LQYHVWPHQW�
DFWLYLWLHV�ÀRXULVKHG�DV�¿UPV�SUHSDUHG�IRU�WKH�HYHQW��LQ�RUGHU�WR�EH�EHWWHU�SRVL-
WLRQHG�WR�UHDS�WKH�RSSRUWXQLWLHV�WKDW�WKH�UHDOL]DWLRQ�RI�WKH�VLQJOH�PDUNHW�ZRXOG�
RIIHUHG��$JDLQ��ZH�REVHUYH�WKH�LPSRUWDQFH�RI�QRQ�PDWHULDO�FRQGLWLRQV��H[SHF-
WDWLRQV��EHOLHIV��PRWLYDWLRQV��LQ�VKDSLQJ�WKH�PDWHULDO�FRQVHTXHQFHV�RI�D�SROLF\�
GHFLVLRQ�

$V� WKH� LPSDFW� RI� D�PRQHWDU\� XQL¿FDWLRQ� JRHV�ZHOO� EH\RQG� UHGXFLQJ�PLFURH-
FRQRPLF� WUDQVDFWLRQ�FRVWV�� LW� LV� IDLU� WR�VD\� WKDW� WKH������'LUHFWRUDWH�*HQHUDO�
5HSRUW�ZDV�DQ�HIIHFWLYH�FRPPXQLFDWLRQ�GHYLFH��EXW�QRW�D�UREXVW�H[SORUDWLRQ�RI�
ZKDW�ZDV�LQYROYHG�LQ�FUHDWLQJ�µRQH�PRQH\¶��7KLV�LV�QRW�D�IDXOW��LW�LV�D�PDWWHU�RI�
IDFW��7KH�UHOHYDQFH�RI�%DOGZLQ¶V�Condition six: Commonality of destiny��LQ�SDUWL-
FXODU��EHFDPH�FOHDUHU�RYHU�WLPH��7KH�QRQ�PDWHULDO�QDWXUH�RI�WKLV�FRQGLWLRQ�IRU�
RSWLPDOLW\�GRHV�QRW�PDNH�LW�OHVV�VWULQJHQW�±�LW�LV�VLPSO\�PRUH�GLI¿FXOW�WR�H[SORUH�
DQG�UHPDLQV�ODUJHO\�XQH[SORUHG�HYHQ�WRGD\�10�)XUWKHUPRUH��FUHDWLQJ�D�FRPPRQ�
FXUUHQF\�ZDV�DQ�XQSUHFHGHQWHG�H[SHULHQFH��ODFNLQJ�ERWK�DSSOLFDEOH�SUHFHGHQW�

�� 7KH� LQIRUPDWLRQ�EDVLV� IRU� WKH�HVWLPDWHV�RI�H[SHFWHG�EHQH¿WV�RI�(PHUVRQ�HW�DO� �������ZDV�D�
WKRURXJK�H[DPLQDWLRQ�RI�WKH�OLNHO\�FKDQJHV�RFFXUULQJ�LQ�SURGXFWLYH�VHFWRUV�DQG�PRVW�UHOHYDQW�
LQ�TXDQWLWDWLYH�WHUPV�±�WKH�OLNHO\�FRQVHTXHQFHV�RI�RSHQLQJ�SXEOLF�SURFXUHPHQW�WR�VLQJOH�PDUNHW�
FRPSHWLWLRQ�

10 1HZ�(FRQRPLF�,QVWLWXWLRQDOLVP�UHSUHVHQWV�DQ�LQWHUHVWLQJ�SDWK�RI�H[SORUDWLRQ��FRYHULQJ�YHU\�ORQJ�
UXQ�SHUVSHFWLYHV��DV�LQ�$FHPRJOX�DQG�5RELQVRQ���������7KH�ORJLFDO�DQG�SUDFWLFDO� LQWHUWZLQLQJ�
EHWZHHQ�HFRQRPLF�SHUIRUPDQFH��GHPRFUDF\�DQG�GRPHVWLF�LQVWLWXWLRQV��UHSUHVHQW�D�IDVFLQDWLQJ�
UHVHDUFK�IURQWLHU�IRU�VWXG\LQJ�LQWHJUDWLRQ�SURFHVVHV�
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H[SHULHQFHV�DQG�DFDGHPLF�FRQVHQVXV�RQ�LWV�SUHVXPDEOH�HIIHFWV��:KLOH�WKHR-
UHWLFDO�FRQVHQVXV�RQ�WKH�VRXUFHV�RI�PLFURHFRQRPLF�EHQH¿WV�IURP�FUHDWLQJ�
D�VLQJOH�PDUNHW�ZDV�ZLGH��WKH�PLFUR�DQG�PDFURHFRQRPLF�FRQVHTXHQFHV�RI�
PRQHWDU\�XQL¿FDWLRQ�ZHUH��DQG�SRVVLEO\�UHPDLQ��KLJKO\�FRQWURYHUVLDO��,W�LV�WR�
WKLV�FRQWURYHUV\��ZH�QRZ�WXUQ��

:KDW�$UH�WKH�0DFURHFRQRPLF�&RVWV��DQG�%HQH¿WV�"

%\�DGRSWLQJ�D�FRPPRQ�FXUUHQF\��PHPEHU�FRXQWULHV� ORVH� WZR�SROLF\� LQVW-
UXPHQWV�IRU�H[WHUQDO�DQG�LQWHUQDO�DGMXVWPHQW��H[FKDQJH�UDWH�PDQDJHPHQW�
DQG�GRPHVWLF�PRQHWDU\�SROLF\��+RZHYHU��JLYHQ�PHPEHUV�PD\�UHDS�PDFURH-
FRQRPLF�JDLQV�WKURXJK�UHFLSURFDO�LQVXUDQFH��

Losing Intra-Area Exchange Rates for External Adjustment
0HPEHU� FRXQWULHV� ORVH� WKH� SRVVLELOLW\� WR� DYDLO� WKHPVHOYHV� RI� LQWUD�DUHD�
H[FKDQJH� UDWH� GHYDOXDWLRQ�� ZKLFK� PD\� EH� D� YHU\� HIIHFWLYH� DGMXVWPHQW�
LQVWUXPHQW� LI� SULFHV� DUH� VOXJJLVK� RU� ULJLG�� VZLWFKLQJ� DJJUHJDWH� GHPDQG�
IURP�IRUHLJQ�WR�KRPH�SURGXFWLRQ�ZKHQ�D�FRXQWU\�LV�IDFLQJ�DQ�XQIDYRUDEOH�
FXUUHQW�DFFRXQW�EDODQFH��,QWUD�DUHD�H[FKDQJH�UDWH�GHYDOXDWLRQ�LV�GHHPHG�
WR�EH�D�SDUWLFXODUO\� YDOXDEOH� LQVWUXPHQW��HVSHFLDOO\�ZKHQ� LQWUD�DUHD� WUDGH�
UHSUHVHQWV�D�VL]DEOH�SRUWLRQ�RI�RQH�FRXQWU\¶V�H[WHUQDO�WUDGH��WKDW�LV��ZKHQ�
&RQGLWLRQ� WKUHH� IRU�2&$� LV� VDWLV¿HG���*LYLQJ� XS� WKH� SRVVLELOLW\� WR� FRQWURO�
LQWUD�DUHD� H[FKDQJH� UDWHV� KDV� D� FRVWO\� FRQVHTXHQFH�� ZDJH� ÀH[LELOLW\�
DQG� ODERU� PRELOLW\� UHPDLQ� DV� WKH� RQO\� �FRVWO\��� DGMXVWPHQW� PHFKDQLVPV� 

$GMXVWPHQW�LV�D�FUXFLDO�DQG�RIWHQ�SDLQIXO�WDVN��([FKDQJH�UDWH�FKDQJHV�DUH�
ZLGHO\�SHUFHLYHG�WR�EH�D�OHVV�FRVWO\�LQVWUXPHQW�WKDQ�UHDO�ZDJH�UHGXFWLRQV�
IRU� VDWLVI\LQJ� D� FRXQWU\¶V� LQWHU�WHPSRUDO� EXGJHW� FRQVWUDLQW� �IRU� H[DPSOH��
DGMXVWLQJ�WR�FRUUHFW�H[FHVVLYH�FXUUHQW�DFFRXQW�GH¿FLWV���6LPLODUO\��DGMXVWLQJ�
H[FKDQJH�UDWHV�ZRXOG�EH�SUHIHUUHG�LQ�FDVH�D�FRXQWU\�QHHGHG�WR�UHVSRQG�WR�
DQ�DV\PPHWULF�VKRFN�WKDW�RWKHU�FRXQWULHV�GR�QRW�IDFH��+RZHYHU��HPSLULFDO�
HYLGHQFH�RQ�WKH�HIIHFWLYHQHVV�RI�QRPLQDO�H[FKDQJH�UDWH�FKDQJHV�IRU�UHDO�
DGMXVWPHQWV� LV� DW� EHVW� PL[HG�� ZLWK� PDQ\� H[DPSOHV� RI� YLFLRXV� F\FOHV� RI�
LQÀDWLRQ�GHYDOXDWLRQ�WKDW�KDYH�D�YHU\�OLPLWHG�LPSDFW�RQ�UHDO�SULFH�FRPSHWL-
WLYHQHVV��,Q�DGGLWLRQ��FRPSHWLWLYHQHVV�LWVHOI�KDV�PDQ\�GHWHUPLQDQWV��EHVLGH�
SULFH�FRPSHWLWLRQ��+HQFH��LW�LV�UHDVRQDEOH�WR�FRQFOXGH�WKDW�WKH�PDFURHFR-
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nomic costs of foregoing intra-area exchange rates are dubious and should not 
EH�H[DJJHUDWHG�

Losing Domestic Monetary Autonomy
$�VHFRQG�LQVWUXPHQW�ZKLFK��E\�GH¿QLWLRQ��LV�ORVW�LQ�D�PRQHWDU\�XQLRQ�LV�GRPHVWLF�
PRQHWDU\�SROLF\��:KLOH�QDWLRQDO�FHQWUDO�EDQNV�PD\�UHWDLQ�VRPH�RI�WKHLU�SUHYLRXV�
WDVNV�� WKH\�QHHG� WR�JLYH�XS�PRQHWDU\�FRQWURO��+RZ�FRVWO\�� LQ� WHUPV�RI� ORVLQJ�
SROLF\�VSDFH��WKLV�VLWXDWLRQ�LV��UHPDLQV�KLJKO\�FRQWURYHUVLDO�

The potential cost is due to the fact that it becomes impossible to pursue the 
SUHIHUUHG�GRPHVWLF�SROLF\�PL[�EHWZHHQ�LQÀDWLRQ�DQG�XQHPSOR\PHQW��$GRSWLQJ�D�
ÀH[LEOH�H[FKDQJH�UDWH�DOORZV��LQ�SULQFLSOH��WR�FKRRVH�WKH�RSWLPDO�GRPHVWLF�UDWH�
RI�LQÀDWLRQ��7KLV�EHFRPHV�LPSRVVLEOH�LQ�D�PRQHWDU\�XQLRQ��

%XW�LV�WKLV�UHDOO\�D�PDFUR�FRVW�RI�D�PRQHWDU\�XQLRQ"�)URP�D�PRQHWDULVW�SHUVSHF-
WLYH�� LW� LV�TXLWH�GRXEWIXO��DV�PRQH\�QHXWUDOLW\�KROGV�DQG�UDWLRQDO�IRUZDUG�ORRNLQJ�
DJHQWV�LPPHGLDWHO\�DGMXVW�WR�FKDQJHV�LQ�PRQHWDU\�SROLFLHV��+HQFH��DOO�PDFURHFR-
QRPLF�SROLFLHV��LQFOXGLQJ�PRQHWDU\�SROLF\��DUH�OLNHO\�WR�EH�LQHIIHFWLYH�DW�VWDELOL]LQJ�
*'3�DW� WKH�GHVLUHG��DERYH� µQDWXUDO¶�� OHYHO�11� ,Q�RWKHU�ZRUGV�� WKHUH� LV�QRW�PXFK�
SROLF\�VSDFH�WR�ORVH�LQ�MRLQLQJ�D�PRQHWDU\�XQLRQ��PRUH�VR�LI�WKH�SRWHQWLDO�PHPEHU�
RI� WKH�PRQHWDU\�XQLRQ� LV�D� VPDOO� RQH��ZLWK�SRRUO\�GHYHORSHG�GRPHVWLF� FDSLWDO�
markets and with no reputation and little experience of operating in a world of 
KLJKO\�PRELOH�FDSLWDO�ÀRZV��6XFK�D�FRXQWU\�ZRXOG�ORVH�OLWWOH�RU�QRWKLQJ�LQ�MRLQLQJ�
D�PRQHWDU\�XQLRQ��5DWKHU�WKHUH�PD\�EH�VRPH�FOHDU�JDLQV�LQ�WKH�PRQHWDU\�SROLF\�
GLPHQVLRQ��DV�WKH�UHDO�UDWH�RI�LQWHUHVW�PD\�GHFOLQH�DIWHU�MRLQLQJ��DV�WKH�ULVN�SUHPLXP�
DVVRFLDWHG�WR�RSHUDWLQJ�DQ�LQGHSHQGHQW�PRQHWDU\�SROLF\�GLVDSSHDUV��$UWLV��������

3RVVLEOH�0DFUR�%HQH¿WV�2I�$�0RQHWDU\�8QLRQ� 
‘Importing’ Better Policies And Reciprocal Insurance 
0DFUR�EHQH¿WV�RI�D�PRQHWDU\�XQLRQ��IRU�D�JLYHQ�FRXQWU\��LQFOXGH�WKH�LPSOLFLW�UHFL-
SURFDO�LQVXUDQFH�HQVXLQJ�IURP�WKH�SRROLQJ�RI�IRUHLJQ�UHVHUYHV�DQG�SRVVLEO\�IURP�

11�)RU�H[DPSOH�� WKH�DQQRXQFHPHQW�RI�DQ� µRSWLPDO¶�GRPHVWLF� UDWH�RI� LQÀDWLRQ� LV� WLPH� LQFRQVLVWHQW�
LQ�WKH�PRQHWDULVW�SHUVSHFWLYH��KHQFH��LW�LV�QRW�HIIHFWLYH�LQ�VWDELOL]LQJ�*'3�DW�D�GHVLUHG�OHYHO��'H�
*UDXZH��������
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importing prudent macroeconomic management from a more reputable external 
PRQHWDU\�DXWKRULW\��VXFK�DV�WKH�GRPLQDQW�HFRQRP\¶V�PRQHWDU\�DXWKRULW\�LQ�DQ�
µLQFRPSOHWH¶�PRQHWDU\�XQLRQ��RU� WKH�8QLRQ¶V�PRQHWDU\�DXWKRULW\��7KH�REYLRXV�
FDYHDW�WR�WKLV�YLHZ�LV�WKDW� LW�DVVXPHV��DOPRVW�E\�GH¿QLWLRQ��D�EHWWHU�TXDOLW\�RI�
PDFURHFRQRPLF�PDQDJHPHQW�E\�WKH�FRXQWU\�RU�LQVWLWXWLRQ�ZKLFK�LV�VHWWLQJ�WKH�
PRQHWDU\�SROLF\�IRU�WKH�HQWLUH�FXUUHQF\�DUHD��D�TXDOLW\�ZKLFK�FDQ�EH�KRSHG�IRU��
EXW�FDQQRW�EH�WDNHQ�IRU�JUDQWHG��12�)XUWKHUPRUH��UHFLSURFDO�LQVXUDQFH��DV�VXFK��
PD\�EH�SHUFHLYHG�WR�EH�JHQHUDOO\�GHVLUDEOH�IRU�HYHU\�PHPEHU��RYHU�D�ORQJ�WLPH�
VSDQ�� EXW� LQ� WKH� VKRUW� WR�PHGLXP�WHUP� SHUVSHFWLYH�� HDFK� FRXQWU\� LV� OLNHO\� WR�
SHUFHLYH�LWV�SRVLWLRQ�LQ�WKH�LQVXUDQFH�PHFKDQLVP�WR�EH�RQ�WKH�µJLYH¶�RU�RQ�WKH�
µWDNH¶�VLGH��+HQFH��WKHUH�QHHGV�WR�EH�JRRG��PDWHULDO�RU�QRQ�PDWHULDO��UHDVRQV�
IRU�D�FRXQWU\�WR�DFFHSW�EHLQJ�FRQWLQXRXVO\�RQ�WKH�µJLYH¶�VLGH��

$� IXUWKHU� SRWHQWLDO�PDFUR� EHQH¿W� WKDW�PHPEHU� FRXQWULHV� FDQ� UHDS� E\� MRLQLQJ�
D�PRQHWDU\�XQLRQ� LV�FKDQQHOHG�E\� WKH� IDFW� WKDW�D�PRQHWDU\�XQLRQ� IDYRUV� WKH�
IRUPDWLRQ�RI�D�XQL¿HG�FDSLWDO�PDUNHW�13�ZKHUH�QDWLRQDO�VDYLQJV�FRXOG�EH�PRUH�
PRELOH�DFURVV�FRXQWULHV��7KLV�FRXOG�KHOS�PHPEHU�FRXQWULHV�LQ�IDFLQJ�WHPSRUDU\�
DV\PPHWULF�VKRFNV��DOORZLQJ�IRU�FRQVXPSWLRQ�VPRRWKLQJ��$JDLQ��µWRR�PXFK�RI�
D�JRRG�WKLQJ¶�PD\�WXUQ�RXW�WR�EH�EDG��ZKHQ�LW�XQGXO\�SRVWSRQHV�DGMXVWPHQW�E\�
DOORZLQJ�IRU�WKH�EXLOG�XS�RI�H[FHVVLYH�LPEDODQFHV�RU�H[FHVVLYH�GHEW�

0RUH�GXELRXV�LV�ZKHWKHU�WKH�IRUPDWLRQ�RI�D�XQL¿HG�FDSLWDO�PDUNHW�FDQ�EH�XVHIXO�
LQ�IDFLQJ�VWUXFWXUDO�SUREOHPV��SHUPDQHQW�VKRFNV��ORQJ�UXQ�*'3�JURZWK�GLIIHUHQ-
WLDOV��VWUXFWXUDO�LQHTXDOLWLHV���,W�LV�YHU\�OLNHO\�WKDW�UHDOL]LQJ�D�XQL¿HG�FDSLWDO�PDUNHW�
LV�QRW�VXI¿FLHQW��EXW�WKDW�D�FHQWUDOL]HG�EXGJHW�IRU�WKH�LQWHJUDWHG�DUHD��DV�LQ�(08��
ZRXOG�EH�UHTXLUHG��

,Q�DOO�FDVHV��WKH�HIIHFWLYHQHVV�RI�XQL¿HG�FDSLWDO�PDUNHWV�LQ�VXSSRUWLQJ�FRXQWULHV�
IDFLQJ�VKRFNV�KDYH�PRUH�WR�GR�ZLWK�WKH�LQWULQVLF�TXDOLWLHV�RI�FDSLWDO�PDUNHWV�WKDQ�

12 �7KH�µIDOO¶�RI�WKH�%UHWWRQ�:RRGV�V\VWHP�LQ������FDQ�EH�H[SODLQHG�LQ�WHUPV�RI�µKHJHPRQLF�LQVWDELO-
LW\¶��&RRSHU�HW�DO�������

13 �.DOHPOL�2]FDQ�� 3DSDLRDQQRX� DQG� 3H\GUy� ������� LQYHVWLJDWH� WKH� XQGHUO\LQJ� FKDQQHOV� RI� WKH�
HXUR¶V�HIIHFW�RQ�¿QDQFLDO�LQWHJUDWLRQ�FRPELQLQJ�GDWD�RQ�ELODWHUDO�EDQNLQJ�OLQNDJHV�ZLWK�D�GDWD-
VHW�WKDW�UHFRUGV�WKH�WLPLQJ�RI�OHJLVODWLYH±UHJXODWRU\�KDUPRQL]DWLRQ�SROLFLHV�LQ�¿QDQFLDO�VHUYLFHV�
DFURVV�WKH�(XURSHDQ�8QLRQ��7KH\�¿QG�WKDW�WKH�HXUR¶V�LPSDFW�RQ�¿QDQFLDO�LQWHJUDWLRQ�LV�SULPDULO\�
GULYHQ�E\�HOLPLQDWLQJ�WKH�FXUUHQF\�ULVN��/HJLVODWLYH±UHJXODWRU\�FRQYHUJHQFH�KDV�DOVR�FRQWULEXWHG�
WR�FURVV�ERUGHU�¿QDQFLDO�WUDQVDFWLRQV��ZKLOH�WUDGH�LQ�JRRGV�GRHV�QRW�SOD\�D�NH\�UROH�LQ�H[SODLQLQJ�
WKH�HXUR¶V�SRVLWLYH�HIIHFW�RQ�¿QDQFLDO�LQWHJUDWLRQ�
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ZLWK�WKHLU�EHLQJ�XQL¿HG��7KH�UROH�RI�ODUJH�WUDQV�QDWLRQDO�¿QDQFLDO�LQVWLWXWLRQV�FDQ�
E\�QR�PHDQV�EH�GRZQSOD\HG��DW�WKH�JOREDO��PDFUR�UHJLRQDO�DQG�QDWLRQDO�OHYHOV��

An Additional Macroeconomic Cost: 
Enhanced Financial Vulnerability In A ‘Complete’ Monetary Union
7KH�UHFHQW�¿QDQFLDO�FULVLV�KLJKOLJKWHG�D�VHFRQG�UHOHYDQW�PDFUR�FRVW��LQ�DGGLWLRQ�
WR� ORVLQJ� SROLF\� LQVWUXPHQWV� DW� WKH� QDWLRQDO� OHYHO�� 7KLV� FRVW� LV� WKH� HQKDQFHG�
YXOQHUDELOLW\�RI�QDWLRQDO�VRYHUHLJQ�GHEW�

,Q�IDFW��PHPEHU�FRXQWULHV�RI�D�PRQHWDU\�XQLRQ�do not�KDYH�FRQWURO�±�E\�GH¿-
QLWLRQ���RYHU�WKH�FXUUHQF\�LQ�ZKLFK�WKHLU�RZQ�GHEW�LV�LVVXHG��7KLV�PDNHV�WKHP�
VWUXFWXUDOO\� VLPLODU� WR� HPHUJLQJ� FRXQWULHV�� ZKLFK� DUH� XQDEOH� WR� LVVXH� GHEW�
GHQRPLQDWHG� LQ�QDWLRQDO�FXUUHQF\��DV� LW�ZRXOG�EH�QRW�FRQVLGHUHG� IRU�SRUWIROLR�
LQYHVWPHQW��7KLV�‘original sin’ �(LFKHQJUHHQ��������LV�DWWDFKHG�WR�DQ\�PHPEHU�
RI�D�PRQHWDU\�XQLRQ��DV�WKHUH�LV�QR�SRVVLELOLW\�IRU�WKLV�FRXQWU\�WR�SULQW�GRPHVWLF�
FXUUHQF\�WR�VHUYLFH�GHEWV�GHQRPLQDWHG�LQ�WKH�GRPHVWLF�FXUUHQF\��7KXV��WKHUH�
LV�QR�SRVVLELOLW\� WR� UHGXFH� WKH�EXUGHQ�RI�GHEW�E\� LQÀDWLRQDU\�SROLFLHV��+HQFH��
VSHFXODWLYH�DWWDFNV�PD\�EHFRPH�PRUH� IUHTXHQW��0XOWLSOH�HTXLOLEULD�ZRXOG�EH�
OLNHO\�� DQG�ZKHWKHU� D� µEDG¶� RU� D� µJRRG¶� RXWFRPH� HQVXHV� GHSHQGV� RQ�PDUNHW�
VHQWLPHQWV��ZKLFK�PD\�RYHUORRN�IXQGDPHQWDO�ORQJ�UXQ�YDULDEOHV�DQG�IRFXV�RQO\�
RQ� WKH� VKRUW�UXQ� SHUVSHFWLYH� �\HW�� WKH� VKRUW�UXQ�PD\� EH� ORQJ� HQRXJK� WR� SXW�
VHULRXV�SUHVVXUH�RQ�GRPHVWLF�¿VFDO�SROLFLHV��

7KH�FDVH�RI�6SDLQ�DQG�WKH�8.�FDQ�EH�XVHG�WR�LOOXVWUDWH�WKH�³RULJLQDO�VLQ´�SDUDGR[�
�'H�*UDXZH���������,PDJLQH�D�VSHFXODWLYH�DWWDFN�RQ�8.�ERQGV��DV�8.�JRYHUQ-
PHQW�ERQGV�DUH�VROG��GRPHVWLF�FXUUHQF\�GHSUHFLDWLRQ�HQVXHV��ZKLFK�SURYLGHV�
RYHU�WLPH�D�UHDO�ERRVW�WR�8.�GRPHVWLF�SURGXFWLRQ��7KH�V\VWHP�GRHV�QRW�H[SHUL-
HQFH�DQ\�OLTXLGLW\�FULVLV��DV�8.�PRQH\�VXSSO\�UHPDLQV�XQFKDQJHG��,Q�WKH�FDVH�
RI�D�OLTXLGO\�FULVLV��KRZHYHU��WKH�%DQN�RI�(QJODQG�FDQ�SOD\�WKH�UROH�RI�OHQGHU�RI�
ODVW�UHVRUW��ZLWK�D�FRVW�LQ�WHUPV�RI�LQÀDWLRQ��

$�VSHFXODWLYH�DWWDFN�RQ�6SDQLVK�JRYHUQPHQW�ERQGV�ZRXOG�ORRN�YHU\�GLIIHUHQW��
$V�JRYHUQPHQW�ERQGV�DUH�VROG��HXURV�H[LW�6SDLQ�DQG�ÀRZ�LQWR�RWKHU�FRXQWULHV��
EXW� QR� GHSUHFLDWLRQ� RFFXUV� DQG� QR� UHDO� ERRVW� FDQ� EH� H[SHULHQFHG�� 0RQH\�
VXSSO\�LQ�6SDLQ�GHFUHDVHV��SURPSWLQJ�D�OLTXLGLW\�FULVLV�ZKLFK�FDQ�SRVVLEO\�OHDG�
WR�D�VROYHQF\�FULVLV��GHSHQGLQJ�RQ�PDUNHW�SHUFHSWLRQV��7KDW�LV��D�VRYHUHLJQ�GHEW�
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FULVLV� VSLOOV� LQWR� GRPHVWLF� EDQN� FULVLV��:LWK� KLJKO\� LQWHJUDWHG�PDUNHWV� �FURVV�
KROGLQJ�RI� VRYHUHLJQ�GHEW���D� µEDG¶�HTXLOLEULXP� LQ�RQH�FRXQWU\� WHQGV� WR�DIIHFW�
RWKHU�¿QDQFLDO�PDUNHWV��H[SRUWLQJ�LQVWDELOLW\���

%H\RQG�$JJUHJDWH�&RVWV�DQG�%HQH¿WV�RI�D�0RQHWDU\�8QLRQ��
Assessing the Asymmetric Impacts on Member Countries, 
Regions and Sectors.

,Q�HYDOXDWLQJ�FRVWV�DQG�EHQH¿WV�RI�D�PRQHWDU\�XQLRQ�� WKH�SUHVHQFH�RI�DV\P-
metries suggests prudence�LQ�FUHDWLQJ�D�PRQHWDU\�XQLRQ��HYHQ�ZKHQ�EXLOGLQJ�
RQ�D�SUHYLRXV�VXFFHVVIXO�H[SHULHQFH�RI�UHDO�LQWHJUDWLRQ��HLWKHU�D�VLQJOH�PDUNHW�
RU�D�SUHIHUHQWLDO� WUDGH�DJUHHPHQW��� ³2QH�PDUNHW��RQH�PRQH\´�PD\�ZRUN�ZHOO�
DQG� FUHDWH� KXJH� RYHUDOO� JDLQV��<HW�� WKHVH� JDLQV� ZLOO� LQHYLWDEO\� EH� DV\PPHW-
ULFDOO\�GLVWULEXWHG�DFURVV�FRXQWULHV�� UHJLRQV�DQG�VHFWRUV��7KLV� UHVXOW��ZKLFK� LV�
ZHOO�HVWDEOLVKHG�LQ�WKH�OLWHUDWXUH�FRQFHUQLQJ�UHDO�LQWHJUDWLRQ��LV�YHU\�UREXVW�DQG�
DSSOLFDEOH�WR�PRQHWDU\�LQWHJUDWLRQ�DV�ZHOO��(YHQ�VXFFHVVIXO�PRQHWDU\�XQLRQV��
VXFK�DV�(08��ZLOO�SHUPDQHQWO\�EH�FKDOOHQJHG�E\�FODVKHV�RI�REMHFWLYH�LQWHUHVWV�
DFURVV�FRXQWULHV��UHJLRQV�DQG�VHFWRUV�

%HVLGHV�WKH�DV\PPHWULF�LPSDFW�RI�PLFURHFRQRPLF�HIIHFWV�RI�D�PRQHWDU\�XQLRQ�
�ZKLFK�ZLOO�HQKDQFH�FURVV�ERUGHU�WUDQVDFWLRQV��GHHSHQ�LQWHJUDWLRQ�DQG�KHQFH�
SURGXFH�ZLQQHUV�DQG�ORVHUV�DFURVV�FRXQWULHV��UHJLRQV�DQG�VHFWRUV���WKHUH�DUH�
DOVR�PDFURHFRQRPLF�FRQGLWLRQV�WKDW�FDQ�EH�LGHQWL¿HG�DV�DXWRQRPRXV�FDXVHV�
RI� DV\PPHWULHV�ZLWKLQ� D�PRQHWDU\� XQLRQ��$PRQJ� WKH�PDLQ� FDXVHV� RI� DV\P-
PHWULHV�� SDUWLFXODUO\� UHOHYDQW� IRU� WKH�(XURSHDQ�H[SHULHQFH��DUH� WKH� IROORZLQJ��
GLIIHUHQW�ODERU�DQG�FDSLWDO�PDUNHW�LQVWLWXWLRQV��GLIIHUHQW�ORQJ�UXQ�UDWHV�RI�JURZWK��
GLIIHUHQW�QDWLRQDO�SUHIHUHQFHV�DERXW� WKH� LQÀDWLRQ�XQHPSOR\PHQW�PL[��GLIIHUHQW�
SHUVSHFWLYHV�RQ�ZKDW�WKH�UROH�RI�WKH�SXEOLF�VHFWRU�VKRXOG�EH��DQG�GLIIHUHQW�¿VFDO�
V\VWHPV�

,Q�KLV�FRPSUHKHQVLYH�VXUYH\�RI�OLWHUDWXUH��DVVHVVLQJ�WKH�DGYDQWDJHV�DQG�GLVD-
GYDQWDJHV�RI�PRQHWDU\�XQLRQV�LQ�6RXWKHUQ�$IULFD��7DYODV��������UHFDOOV�PDQ\�
VWXGLHV�RI�PRQHWDU\�XQLRQ�SURSRVDOV� IRU�$IULFD�� LOOXVWUDWLQJ� WKH�SRWHQWLDO�FRVWV�
RI�RQH�VL]H�¿WV�DOO�PRQHWDU\�SROLF\� IRU�PHPEHUV�RI�SURVSHFWLYH�XQLRQV��ZKLFK�
DUH�WRR�GLIIHUHQW�RQ�WRR�PDQ\�FRXQWV��WR�DOORZ�IRU�VXVWDLQDEOH�PRQHWDU\�XQLRQV��
7DYODV�DOVR�PHQWLRQV�SUREOHPDWLF�DV\PPHWULHV�UDQJLQJ�IURP�SURGXFWLRQ�VWUXF-
WXUHV� �KHQFH�DV\PPHWULF� WHUPV�RI� WUDGH�VKRFNV�� WR� LQVWLWXWLRQDO�HIIHFWLYHQHVV�
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�GHPRFUDWLF� DFFRXQWDELOLW\�� FRUUXSWLRQ�� DQG� JRYHUQPHQW� HI¿FLHQF\��� 'HEUXQ��
0DVVRQ� DQG� 3DWWLOOR� ������� FRQ¿UP� WKH� LPSRUWDQFH� RI� DV\PPHWULHV� IRU� WKH�
$IULFDQ�FDVH��7KH\�GHYHORSHG�D�FRVW�EHQH¿W�DQDO\VLV�RI�PRQHWDU\�LQWHJUDWLRQ�IRU�
FXUUHQF\�XQLRQV�DFWLYHO\�SXUVXHG�LQ�$IULFD�DQG�GHPRQVWUDWH�WKDW�WKH�EHQH¿WV�RI�
PRQHWDU\�XQLRQ�WHQG�WR�FRPH�IURP�D�PRUH�FUHGLEOH�PRQHWDU\�SROLF\��ZKLOH�FRVWV�
GHULYH� IURP� UHDO�VKRFN�DV\PPHWULHV�DQG�¿VFDO�GLVSDULWLHV��)XUWKHUPRUH�� WKHLU�
VLPXODWLRQV�LQGLFDWHG�WKDW�WKH�SURSRVHG�($&��(&2:$6��DQG�6$'&�PRQHWDU\�
XQLRQV�EULQJ�DERXW� QHW� EHQH¿WV� WR� VRPH�SRWHQWLDO�PHPEHUV�� EXW�PRGHVW� QHW�
JDLQV�DQG�VRPHWLPHV�QHW�ORVVHV�IRU�RWKHUV��

The “Real” Impact of a Common Currency (De Grauwe) 
$�FRPPRQ�FXUUHQF\�GRHV�QRW�UHPRYH�WKH�SUREOHPV�D�FRXQWU\�IDFHV�ZLWK�UHIHUHQFH�
WR�H[WHUQDO�LQWHU�WHPSRUDO�EXGJHW�FRQVWUDLQW��DFFRUGLQJ�WR�ZKLFK��QR�FRXQWU\�FDQ�
V\VWHPDWLFDOO\�EH�D�ERUURZHU�IURP�DEURDG�WKURXJK�FXUUHQW�DFFRXQW�GH¿FLWV��DQG�
HYHQ�QRW�IRU�PDQ\�\HDUV�LQ�D�URZ��LI�LW�LV�D�VPDOO��UHODWLYHO\�ZHDN�FRXQWU\���,Q�D�
PRQHWDU\�XQLRQ��WKH�SUREOHP�RI�LQWHU�WHPSRUDO�EDODQFH�RI�SD\PHQWV�HTXLOLEULXP�
VHHPV�WR�EH�HYHQ�DJJUDYDWHG�E\�XQLRQ�PHPEHUVKLS��%HUJHU�DQG�1LWVFK���������
GXH�WR�PHFKDQLVPV�WKDW�UHODWH�WR�HLWKHU�WUDGH�RU�¿QDQFLDO�ÀRZV��RU�ERWK��$WR\DQ��
0DQQLQJ�DQG�5DKPDQ��������

,Q�SDUWLFXODU��SULFH�FRPSHWLWLYHQHVV�RI�QDWLRQDO�SURGXFWLRQ�UHPDLQV�D�SUREOHP�LQ�
D�PRQHWDU\�XQLRQ��DV�E\�JLYLQJ�XS�WKH�PDQDJHPHQW�RI�WKHLU�QRPLQDO�H[FKDQJH�
UDWH��HDFK�FRXQWU\�RU�UHJLRQ�HQGV�XS�IDFLQJ�UHDO�H[FKDQJH�UDWHV�FKDQJHV��VHH�
&KDUW�����3URGXFWLYLW\�GLIIHUHQWLDOV�DQG�LQÀDWLRQ�GLIIHUHQWLDOV�PDWWHU�ZLWK�UHJDUGV�
WR�WKH�ORQJ�UXQ�JURZWK�VXVWDLQDELOLW\�RI�D�FRXQWU\�UHJLRQ��'LYHUJHQFHV�LQ�FRPSH-
WLWLYH�SRVLWLRQV�LQ�WKH�(XUR]RQH�QHHG�WR�EH�XQGHUVWRRG�DQG�SURSHUO\�DVVHVVHG�14 

:K\�GR�WKHVH�GLYHUJHQFHV�RFFXU"�)RU�D�YDULHW\�RI�UHDVRQV��WKLV�FDQ�EH�VXPPD-
UL]HG�E\�WKH�IDFW�WKDW�ODUJH�SDUW�RI�HFRQRPLF�SROLFLHV�UHPDLQ�LQ�QDWLRQDO�KDQGV��
6SHQGLQJ�DQG�WD[DWLRQ��ZDJH�SROLFLHV�DQG�VRFLDO�SROLFLHV�DUH�DOO�GHFLGHG�DW�WKH�
QDWLRQDO�OHYHO��0RUHRYHU��VWUXFWXUDO�FKDQJHV�LQ�WKH�ODERU�PDUNHWV�IROORZ�QDWLRQDO�
ERUGHU� OLQHV��7KLV�FUHDWHV� WKH�SRWHQWLDO� IRU�GLYHUJHQW�GHYHORSPHQWV� LQ�ZDJHV�
DQG�SULFHV�DQG�WR�VLJQL¿FDQW�FKDQJHV�LQ�WKH�FRPSHWLWLYH�SRVLWLRQ��ZKLFK�LQ�WXUQ�

14  0RQJHOOL������E��WHVWV�IRU�D�V\VWHPDWLF�UHODWLRQVKLS�EHWZHHQ�WKH�LQGH[�RI�LQVWLWXWLRQDO�LQWHJUD-
WLRQ�DQG�WKH�GHJUHH�RI�HFRQRPLF�LQWHJUDWLRQ��DV�PHDVXUHG�E\�WUDGH�RSHQQHVV�ZLWKLQ�WKH�(8�
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OHDGV�WR�GLI¿FXOW�H[WHUQDO�DGMXVWPHQW�SUREOHPV�15�,Q�IDFW��GLYHUJHQW�PRYHPHQWV�
LQ�FRPSHWLWLYHQHVV�ZLWKLQ�WKH�(XUR]RQH�LQ�IDFW�DUH�SDUWO\�WKH�UHVXOW�RI�GLIIHUHQW�
VWUXFWXUDO�FKDQJHV�LQ�ODERU�PDUNHW�LQVWLWXWLRQV��$V�GLIIHUHQFHV�LQ�QDWLRQDO�ODERU�
PDUNHW�LQVWLWXWLRQV�FDQ�FUHDWH�DV\PPHWULF�VKRFNV��ZKLFK�SRVVLEO\�OHDG�WR�ODUJH�
DGMXVWPHQW�FRVWV�16

&KDUW���±�5HODWLYH�XQLW�ODERU�FRVWV�LQ�WKH�(XUR]RQH�

6RXUFH��(XURSHDQ�&RPPLVVLRQ��$PHFR��FLWHG�LQ�'H�*UDXZH��������S���

15  'H�*UDXZH��������SURYLGHV�WKH�H[DPSOH�RI�*HUPDQ�ZDJH�PRGHUDWLRQ�DQG�ORZHULQJ�XQLW�ODERXU�
FRVWV��ZKLFK�FDQ�EH�H[SODLQHG�E\� WKH� IDFW� WKDW� ODERU�XQLRQV¶�SRZHU�KDV�GHFOLQHG� LQ�*HUPDQ\�
PRUH�WKDQ�LQ�RWKHU�(XUR]RQH�FRXQWULHV��SUREDEO\�GXH�WR�LQFUHDVHG�EDUJDLQLQJ�SRVLWLRQ�RI�*HU-
PDQ�HPSOR\HUV��ZKLFK�FDQ�FUHGLEO\�WKUHDWHQ�WR�PRYH�WKHLU�DFWLYLWLHV�WR�QHDUE\�&HQWUDO�(XURSHDQ�
FRXQWULHV�

16 �$FFRUGLQJ�WR�'XOOLHQ�DQG�)ULWVFKH���������VRPH�NLQG�RI�ZLWKLQ�XQLRQ�GLYHUJHQFH�PD\�QRW�QHFHV-
VDULO\�LPSO\�WURXEOH��7KH�LPSRUWDQW�TXHVWLRQ�LV�QRW�ZKHWKHU�LQÀDWLRQ�UDWHV�GLIIHU��EXW�ZKHWKHU�WKH�
GLIIHUHQFHV�UHVXOW�IURP�VWUXFWXUDO�IHDWXUHV�RI�WKH�HFRQRP\�ZKLFK�PLJKW�KDYH�VHULRXV�HFRQRPLF�
FRQVHTXHQFHV�LQ�WKH�PHGLXP�DQG�ORQJ�UXQ��)RU�H[DPSOH��DQ�DERYH�DYHUDJH�UDWH�RI�GRPHVWLF�
LQÀDWLRQ�PDNHV� LQYHVWPHQW� LQ� WKH� WUDGDEOH�VHFWRU� OHVV�DWWUDFWLYH��ZKLOH�FKHDSHU�¿QDQFH�PLJKW�
OHDG�WR�H[FHVVLYH�LQYHVWPHQW�LQ�WKH�KRXVLQJ�VHFWRU��3HUVLVWHQW�GHYLDWLRQV�LQ�WKH�SULFH�WUHQG�PLJKW�
OHDG� WR�D�VWURQJ�UHDO�RYHUYDOXDWLRQ��ZKHUH�SUR¿WV�VXIIHU�DQG� LQYHVWPHQWV�FRQWUDFW��+\VWHUHVLV�
PD\�WUDS�WKH�FRXQWU\�LQ�D�SURORQJHG�SHULRG�RI�VXE�WUHQG�HFRQRPLF�JURZWK�
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One Market, One Money, Many States: 
The Institutional “Architecture” of a Monetary Union

$V�DUJXHG�DERYH��D�PRQHWDU\�XQLRQ�LV�QRW�RQO\�DERXW�HFRQRPLFV��7KH�2SWLPDO�
&XUUHQF\� $UHD� �2&$�� FULWHULD� VHQG� DPELJXRXV� DQG� LQFRQFOXVLYH� VLJQDOV��
EHFDXVH�FRVWV�DQG�EHQH¿WV�DUH�DV\PPHWULFDOO\�GLVWULEXWHG�ZLWKLQ�DQG�DFURVV�
FRXQWULHV��+HQFH�WKHUH�LV�QRW��DQG�WKHUH�FDQQRW�EH��D�FOHDUO\�LGHQWL¿HG�¶QDWLRQDO�
LQWHUHVW¶�ZKLFK� LV� WLPH�LQYDULDQW��7KXV�� WKHUH� LV�QR�VHW�RI�ZHOO�GH¿QHG�SROLFLHV�
WKDW�ZLOO�DXWRPDWLFDOO\� WUDQVIRUP�D�QXPEHU�RI�FRXQWULHV� LQWR�DQ�2&$��,Q�SDUWL-
FXODU��SXUHO\�QRPLQDO�FRQYHUJHQFH�FDQ�EH�QHFHVVDU\�EXW�LV�QRW�VXI¿FLHQW��2QFH�
D�FXUUHQF\�XQLRQ�LV�LQ�SODFH��QDWLRQDO�DQG�XQLRQ�SROLFLHV�QHHG�WR�EH�FRQVWDQWO\�
DGDSWHG�WR�WKH�FKDQJLQJ�HFRQRPLF�HQYLURQPHQW��DOZD\V�NHHSLQJ�LQ�PLQG�WKDW�
QHJDWLYHO\�DIIHFWHG�FRXQWULHV��VHFWRUV�RU�UHJLRQV�PD\�FRQVWLWXWH�D�VHULRXV�WKUHDW�
WR�WKH�VPRRWK�IXQFWLRQLQJ�RI�WKH�XQLRQ�LWVHOI�

7KH�(XUR]RQH�LWVHOI�GRHV�QRW�TXDOLI\�DV�D�SHUIHFW�2&$��,W�KDV�IXQFWLRQHG�DQG�
PD\� NHHS� IXQFWLRQLQJ� DW� D� FRVW��7KH� FRVW� RI�ZKLFK� LV� WDNLQJ� FDUH� WKDW�ZHDN�
SDUWQHUV�DUH�VXSSRUWHG�E\� WKH�XQLRQ��ZLWK�D�YLHZ� WR�HQFRXUDJH�VHOI�� UHOLDQFH�
�WKDW� LV� DSSO\LQJ� D� µSRVLWLYH¶� YLVLRQ� RI� VXEVLGLDULW\� ZKHUH� SUREOHPV� DUH� WR� EH�
IDFHG�DW� WKH� ORZHVW�SRVVLEOH�SROLF\� OHYHO���7KHVH�FRVWV� WHQG� WR�DULVH� LQ� ODERU�
PDUNHWV�DQG�XQHPSOR\PHQW��LQ�SROLWLFDO�WHQVLRQV��ZLWKLQ�DQG�DFURVV�FRXQWULHV��LQ�
WKH�SUHVHQFH�RI�DV\PPHWULF�VKRFNV��DQG�EHFDXVH�RI�WKH�HPHUJHQFH�RI�SURWHF-
WLRQLVW� WHQGHQFLHV� LQ� FDVHV�RI�GHHS�QHJDWLYH�V\PPHWULF� VKRFNV� �VXFK�DV� WKH�
UHFHQW�ORQJ�UHFHVVLRQ���$�ZLOOLQJQHVV�WR�VXSSRUW�WKHVH�FRVWV�LV�UHTXLUHG�IRU�WKH�
PRQHWDU\�XQLRQ�WR�EH�SUHVHUYHG�DQG�DOVR�IRU�NHHSLQJ�FRVWV�WKHPVHOYHV�DW�WKH�
PLQLPDO� OHYHO��ZKLFK�PD\�EH�SHUFHLYHG�SROLWLFDOO\�DV�WRR�KLJK��EXW� LQDGHTXDWH�
SROLFLHV� DUH� ERXQG� WR�PDNH� WKH� OHYHO� HYHQ� ODUJHU���$FFRUGLQJ� WR�'H�*UDXZH�
��������WKH�FUXFLDO�TXHVWLRQ�LV�WKH�IROORZLQJ��FDQ�D�PRQHWDU\�XQLRQ�VXUYLYH�ZLWK�
QR�SROLWLFDO�XQLRQ"

,Q�GLVFXVVLQJ�ZKLFK�SROLFLHV�DUH� UHTXLUHG� IRU�D�PRQHWDU\�XQLRQ�� WKH� IROORZLQJ�
SDUDJUDSKV�ZLOO�FRYHU�WKUHH�EDVLF�SRLQWV��)LUVW��SROLF\�DUFKLWHFWXUH��ZKLFK�LQVWLWX-
WLRQDO�GHVLJQ�VKRXOG�EH�GHYLVHG�IRU�WKH�SROLFLHV�RI�WKH�XQLRQ�DQG�RI�WKH�PHPEHU�
FRXQWULHV�� 6HFRQG�� WKH� QHHG� IRU� DQ� µLQFRPSOHWH¶� LQVWLWXWLRQDO� VWUXFWXUH�� IXWXUH�
SROLF\�DQG�LQVWLWXWLRQDO�DFWLRQV��ZKLFK�DUH�XQSUHGLFWDEOH�LQ�WKHLU�GHWDLOV��ZLOO�EH�
UHTXLUHG�IRU�WKH�VXUYLYDO�RI�WKH�PRQHWDU\�XQLRQ��DQG�PHPEHU�FRXQWULHV�VKRXOG�
FRQVLGHU�EHLQJ�UHDG\�WR�WDNH�WKHP�LI�QHHGHG��L�H���FRQWLQJHQW�GHFLVLRQV�ZLWKLQ�
WKH�DUFKLWHFWXUH��SRVVLEO\�µSXVKLQJ¶�VXEVWDQWLDO��LQIRUPDO�UHIRUPV���7KLUG��WUDQVL-
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WLRQ�SROLFLHV��ZKLFK�SROLFLHV�DUH�WR�EH�DGRSWHG�LQ�WUDQVLWLRQ�WRZDUGV�WKH�FUHDWLRQ�
RI�D�FRPPRQ�FXUUHQF\�DQG�DOVR�WKH�H[SDQVLRQ�RU�UHGXFWLRQ�LQ�LWV�PHPEHUVKLS"

Policy Architecture in a Monetary Union  
Monetary Policy: Institutional Architecture and Aims
7ZR�PDLQ�LVVXHV�ZLOO�EH�GLVFXVVHG��7KH�¿UVW�RQH�UHIHUV�WR�FHQWUDO�EDQN�LQGHSHQ-
GHQFH�IURP�SROLWLFDO�LQÀXHQFH��+RZ�LQGHSHQGHQW�should�D�&HQWUDO�%DQN�EH�IURP�
SROLWLFDO�LQWHUIHUHQFH"�$QG�KRZ�LQGHSHQGHQW�can�LW�EH"

7KH� VHFRQG� UHIHUV� WR� D� FHQWUDO� EDQN¶V� LQWHUQDO� JRYHUQDQFH� IUDPHZRUN�� +RZ�
ZRXOG� WKH� WZR�EDVLF�DOWHUQDWLYHV�FRPSDUH"�1DPHO\�D� IHGHUDO�VWUXFWXUH� �VXFK�
DV�WKH�)('���ZKLFK�WDNHV�LQWR�FRQVLGHUDWLRQ�PHPEHUV¶�SHUVSHFWLYHV��RU�D�WRS�
PDQDJLQJ� ERDUG� ZKHUH� PHPEHUV� DUH� UHTXHVWHG� 127� WR� UHSUHVHQW� PHPEHU�
FRXQWULHV��OLNH�LQ�WKH�(XURSHDQ�&HQWUDO�%DQN��(&%��DQG�WKH�(XURSHDQ�6\VWHP�RI�
&HQWUDO�%DQNV��(6&%�"�6KRXOG�WKH�YRWLQJ�UHVXOWV�RI�PRQHWDU\�SROLF\�GHFLVLRQV�
ZLWKLQ�WKH�ERDUG�EH�WUDQVSDUHQW�RU�QRW"17

7KHVH� LVVXHV� UDLVH� D� FRPSOH[� VHW� RI� LQWHU�GLVFLSOLQDU\� SUREOHPV� DQG� OLNHO\�
UHTXLUH�VSHFL¿F�DQVZHUV�WR�VSHFL¿F�VLWXDWLRQV��1R�LQVWLWXWLRQDO�GHVLJQ�FDQ�¿W�WKH�
QHHGV�RI�DOO�ZRXOG�EH�PHPEHUV��DW�DQ\�JLYHQ�WLPH��DQG�SRVVLEO\�QRW�HYHQ�WKH�
QHHGV�RI�DOO�JLYHQ�PHPEHUV�RYHU�WLPH��

&RQFHUQLQJ�WKH�LQVWLWXWLRQDO�REMHFWLYHV�RI�PRQHWDU\�SROLF\��WKH�EDVLF�GLVFXVVLRQ�
LQ�HFRQRPLFV�FRQFHUQV�ZKHWKHU�REMHFWLYHV�DUH� IUDPHG�ZLWKLQ�D�VHWWLQJ�ZKHUH�
UXOHV�RU�GLVFUHWLRQ�SUHYDLO��+HUH��ZH�FDQ�VHH�LQ�WKH���WK�FHQWXU\���WKH�FHQWXU\�LQ�
ZKLFK�PDFURHFRQRPLF�PDQDJHPHQW�ZDV�ERUQ���DV�H[SHULHQFLQJ�ZLGH�VZLQJV��
7KH�DWWLWXGH�SUHYDLOLQJ� LQ� WKH�:HVWHUQ�ZRUOG�DIWHU� WKH�FROODSVH�RI� WKH�%UHWWRQ�
:RRGV�V\VWHP��RI�H[WHUQDO� UXOH��DQG�DIWHU�GLVVDWLVIDFWLRQ�ZLWK� WKH� LQÀDWLRQDU\�
H[SHULHQFH�PDQ\�FRXQWULHV�H[SHULHQFHG�LQ�WKH�VHYHQWLHV��GLVFUHWLRQ���OHG�WR�DQ�

17 �*HUVEDFK�DQG�+DKQ��������GLVFXVV�SURV�DQG�FRQV�RI�YRWLQJ�WUDQVSDUHQF\�LQ�D�PRQHWDU\�XQLRQ��
0DQ\�FHQWUDO�%DQNV�±� LQFOXGLQJ�WKH�%DQN�RI�(QJODQG�DQG�WKH�%DQN�RI�-DSDQ���SXEOLVK�YRWLQJ�
UHFRUGV�DQG�WKH�PLQXWHV�RI�WKHLU�PHHWLQJV��ZKLOH�WKH�(XURSHDQ�&HQWUDO�%DQN�KDV�DOZD\V�LQVLVWHG�
RQ�NHHSLQJ�WKH�GHWDLOV�RI�WKH�GHFLVLRQ�PDNLQJ�SURFHVV�VHFUHW�7KXV��WKH\�DUJXH�WKDW�WKH�(&%��DV�
LW�LV�WKH�FHQWUDO�EDQN�RI�D�PRQHWDU\�XQLRQ��KDV�EHHQ�ULJKW�WR�GR�VR��DV�WKH�ODFN�RI�WUDQVSDUHQF\�LQ�
GHFLVLRQ�PDNLQJ�WHQGV�WR�SURWHFW�D�FRPPLWWHH�IURP�SROLWLFDO�LQWHUIHUHQFH�IURP�QDWLRQDO�SROLF\PDN-
HUV�WU\LQJ�WR�SURPRWH�QDWLRQDO�LQWHUHVWV�
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DJUHHPHQW�WKDW�PRQHWDU\�UXOHV��LQWHUQDO�UXOHV��FRXOG�SURYLGH�D�YLDEOH�VROXWLRQ��
%\�SURYLGLQJ�D�SULFH�VWDELOL]LQJ�QRPLQDO�DQFKRU�LQ�WKH�VKRUW�PHGLXP�UXQ�ZLWKRXW�
LPSDLULQJ� ORQJ�UXQ� JURZWK� �ZKLOH� DFWLYH� VKRUW�UXQ� PRQHWDU\� PDQDJHPHQW�
VHHPHG�WR�SURGXFH�VKRUW�UXQ�QRPLQDO�YDULDELOLW\�DQG�QR�YLVLEOH�ORQJ�UXQ�JURZWK�
HIIHFWV��GXH�WR�TXLFN�H[SHFWDWLRQ�DGDSWDWLRQV���+HQFH��ZH�FDQ�XQGHUVWDQG�WKH�
UHDVRQV�ZK\�WKH�HXUR�]RQH�DUFKLWHFWXUH�SURYLGHV�µSULFH�VWDELOLW\¶�DV�DQ�LQVWLWXWL-
RQDO�DLP�RI�WKH�(&%�(6&%��7KDW�GHFLVLRQ�UHSUHVHQWHG�WKH�LQVWLWXWLRQDO�LPLWDWLRQ�
RI�WKH�EHVW�PHGLXP�ORQJ�UXQ�SHUIRUPLQJ�PRQHWDU\�PDQDJHPHQW�LQ�WKH�DUHD�DW�
WKDW�WLPH��QDPHO\�*HUPDQ\¶V�
 
$V�WR�SROLF\�LQVWUXPHQWV��RQH�VKRXOG�DOVR�GLVFXVV�WKH�LQVWUXPHQWV�WKURXJK�ZKLFK�
WKH�LQVWLWXWLRQDO�PRQHWDU\�SROLF\�REMHFWLYHV�RI�D�8QLRQ�DUH�WR�EH�SXUVXHG��7UDGL-
WLRQDOO\��WKH�HIIHFWV�RI�PRQHWDU\�SROLF\�DFWLRQV�DUH�WKRXJKW�WR�EH�WUDQVPLWWHG�YLD�
PRQH\�RU�FUHGLW�FKDQQHOV²WKH�VR�FDOOHG�PRQH\�YHUVXV�FUHGLW�YLHZ�RI�PRQHWDU\�
SROLF\��,Q�WKH�IRUPHU��FKDQJHV�LQ�WKH�QRPLQDO�TXDQWLW\�RI�PRQH\�DIIHFW�VSHQGLQJ�
GLUHFWO\��ZKHUHDV�LQ�WKH�ODWWHU�FDVH��RSHQ�PDUNHW�RSHUDWLRQV�LQGXFH�FKDQJHV�LQ�
LQWHUHVW�UDWHV�WKDW�DIIHFW�VSHQGLQJ��,QÀDWLRQ�WDUJHWLQJ�KDV�EHHQ�WKH�FKRLFH�RI�WKH�
(08�18

+RZHYHU�� WKH�H[FOXVLYH�HPSKDVLV�RQ�SULFH�VWDELOLW\�� W\SLFDO�RI� WKH�(08�H[SH-
ULHQFH� KDV� EHHQ� VXIIHULQJ� IURP� DQ� HDUO\� FULWLTXH� IURP� WKH� µOHIW¶�� PDLQWDLQLQJ�
WKDW�JURZWK�DOVR�PDWWHUV��)XUWKHU��D�PRUH�UHFHQW�FULWLTXH�IURP�WKH�µULJKW¶�LV�WKDW�
SULFHV�RI�¿QDQFLDO�DFWLYLWLHV�DOVR�PDWWHU��DQG�WKDW�H[FOXVLYH�UHIHUHQFH�WR�WKH�*'3�
GHÀDWRU�RU�VLPLODU�LQGLFHV�LV�LQDGHTXDWH��VHH��IRU�H[DPSOH��WKH�DQQXDO�UHSRUWV�
RI� WKH�%DQN� IRU� ,QWHUQDWLRQDO�6HWWOHPHQWV� �%,6��+HQFH��GHFLGLQJ�ZKLFK� WDUJHW�
�JRRGV�DQG�VHUYLFHV��DVVHWV��RU�UHDO�HVWDWH��VKRXOG�EH�VHW�IRU�LQÀDWLRQ�WDUJHWLQJ�
LV�SUHOLPLQDU\�WR�GLVFXVVLQJ�WKH�LQVWUXPHQWV�RI�PRQHWDU\�SROLF\��

'HVSLWH�DPSOH�DJUHHPHQW�RYHU�WKH�IDFW� WKDW�D�QRQ�LQGHSHQGHQW�FHQWUDO�EDQN��
DOORZHG�WR�SXUVXH�GLVFUHWLRQDU\�PRQHWDU\�SROLFLHV��ZRXOG�WHQG�WR�SURGXFH�KLJK�
DQG�YDULDEOH�LQÀDWLRQ��ZLWK�DW�EHVW�D�PRGHVW�LPSDFW�RQ�UHDO�UDWHV�RI�JURZWK�DQG�

18 'DYRRGL��'L[LW�DQG�3LQWHU� �������GLVFXVV� WKH�HIIHFWLYHQHVV�RI�PRQHWDU\� WUDQVPLVVLRQ�PHFKD-
QLVP�LQ�(DVW�$IULFDQ�&RXQWULHV�FRQVLGHULQJ�ERWK�PRQH\�DQG�FUHGLW�FKDQQHOV��7KH\�¿QG�WKDW�UH-
VHUYH�PRQH\�DQG�WKH�SROLF\�LQWHUHVW�UDWH��WZR�IUHTXHQWO\�XVHG�LQVWUXPHQWV�RI�PRQHWDU\�SROLF\��
VRPHWLPHV�PRYH�LQ�GLUHFWLRQV�WKDW�H[HUW�RIIVHWWLQJ�H[SDQVLRQDU\�DQG�FRQWUDFWLRQDU\�HIIHFWV�RQ�
LQÀDWLRQ²SRVLQJ�VHULRXV�FKDOOHQJHV�WR�KDUPRQL]DWLRQ�RI�PRQHWDU\�SROLFLHV�DFURVV�WKH�($&�DQG�
WUDQVLWLRQ�WR�D�SRVVLEOH�IXWXUH�(DVW�$IULFDQ�0RQHWDU\�8QLRQ�
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HPSOR\PHQW�RYHU�WKH�ORQJHU�UXQ��D�GHHS�SROLF\�GHEDWH�UHPDLQV��,V�SULFH�VWDELOLW\��
as the only� PDQGDWRU\� LQVWLWXWLRQDO� REMHFWLYH�� DSSURSULDWH"� 2U� VKRXOG� LW� EH�
VWDELOLW\�and�JURZWK"�7KLV�FUXFLDO�GHEDWH�FRQWLQXHV�WR�EH�UH�RSHQHG�LQ�(XURSH�
DQG� WKH�86$��ZKHUH� UHFHQW�DFFRPPRGDWLQJ�PRQHWDU\�SROLFLHV�DUH�DLPLQJ� WR�
UHVSRQG�WR�KLJK�XQHPSOR\PHQW�OHYHOV�

Fiscal Policy: How Much Fiscal Coordination is Feasible and 
Desirable?

$UH�&RPPRQ� )LVFDO� 5XOHV� 5HTXLUHG� ,Q�$�0RQHWDU\� 8QLRQ"�7KHUH� DUH� JRRG�
UHDVRQV�WR�DQVZHU�\HV�WR�WKLV�TXHVWLRQ��$V�GHEW�GHIDXOW�E\�RQH�PHPEHU�FRXQWU\�
KDV�QHJDWLYH�VSLOORYHUV�IRU�WKH�ZKROH�PRQHWDU\�XQLRQ�DQG�SUREOHPDWLF�QDWLRQDO�
GHEW� VLWXDWLRQV� WHQG� WR� UDLVH� LQWHUHVW� UDWHV� LQ� WKH�ZKROH�PRQHWDU\� XQLRQ�� WKH�
LQVWLWXWLRQDO�GHVLJQ�VKRXOG�OLPLW�LQFHQWLYHV�IRU�RSSRUWXQLVWLF�EHKDYLRU�RI�QDWLRQDO�
JRYHUQPHQWV��0DQDVVH��������19

7KLV�SRVLWLRQ�ZDV�KHDYLO\�FULWLFL]HG�E\�WKH�WKHRU\�RI�HI¿FLHQW�PDUNHWV��LQ�ZKLFK�
¿QDQFLDO�PDUNHWV�DUH�DEOH�WR�SURSHUO\�SULFH�WKH�ULVN�RI�HDFK�PHPEHU�FRXQWU\��
7KLV�FULWLTXH��ZKLFK�ZDV�FRQYHQWLRQDO�ZLVGRP�EHIRUH�������KDV�EHHQ�SXW�WR�WHVW�
ZLWK�WKH�¿QDQFLDO�FULVLV��:H�KDYH�JRRG�UHDVRQ�WR�EHOLHYH�WKDW�LPSHUIHFW� LQIRU-
PDWLRQ�� LQIRUPDWLRQ�DV\PPHWU\�DQG�VWUDWHJLF�EHKDYLRU�RQ� WKH�SDUW�RI�DJHQWV��
SRZHUIXO�HQRXJK�WR�LQÀXHQFH�PDUNHW�SULFHV��DUH�VWUXFWXUDO�IHDWXUHV�RI�¿QDQFLDO�
PDUNHWV��ZKLFK�LPSOLHV�D�GHJUHH�RI�VWUXFWXUDO�LJQRUDQFH�WKDW�VKRXOG�QRW�EH�RYHU-
ORRNHG��<HW��ZH�DOVR�QHHG�WR�DGPLW�WKDW�REVHVVLYH��DOPRVW�H[FOXVLYH�IRFXV�RQ�
GDLO\�LQGLFDWRUV��QDPHO\��WKH�VSUHDG�EHWZHHQ�QDWLRQDO�DQG�EHQFKPDUN�LQWHUHVW�
UDWHV�� VHHPV� WR� FRQWLQXH� WKH� WUDGLWLRQ� RI� DWWULEXWLQJ� WR� ¿QDQFLDO� PDUNHWV� WKH�
DELOLW\�WR�FRUUHFWO\�SULFH�QDWLRQDO�ULVNV�

7KHUH�LV�DOVR�D�SUDFWLFDO��DV�RSSRVHG�WR�WKHRUHWLFDO��FULWLFLVP�RI�FRPPRQ�¿VFDO�
UXOHV�� VWHPPLQJ� IURP� D� GLIIHUHQW� TXHVWLRQ�� $UH� FRPPRQ� ¿VFDO� UXOHV� UHDOO\�

19 7KH�SDSHU� IRFXVHV�RQ� WKH�GLVFLSOLQH�HIIHFWV�RI�FRPPRQ�EXGJHW�GH¿FLW� OLPLWV��DV�FRPSDUHG� WR�
µQDWLRQDO¶�EDODQFHG�EXGJHW�UXOHV�DQG�RQ�LPSOLFDWLRQV�RI�FRPPRQ�UXOHV�IRU�VWDELOL]DWLRQ�SROLF\��$V�
WKH�ODFN�RI�LQFHQWLYHV�IRU�¿VFDO�FRQVROLGDWLRQ�LQ�JRRG�WLPHV�LV�SUHFLVHO\�ZK\�PDQ\�REVHUYHUV�KDYH�
FULWLFL]HG�WKH�(XURSHDQ�6WDELOLW\�DQG�*URZWK�3DFW��7KH�¿QGLQJV�VXJJHVW�WKDW�GH¿FLW�OLPLWV�EHFRPH�
OHVV�HIIHFWLYH�IRU�SURYLGLQJ�¿VFDO�GLVFLSOLQH�ZKHQ�WKH�HFRQRP\�LV�VXEMHFW�WR�KLJK�RXWSXW�YRODWLOLW\��
This result casts some doubt about appropriateness of this framework for economies facing high 
RXWSXW�YRODWLOLW\��
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IHDVLEOH"�5XOHV�DUH�YHU\�GLI¿FXOW�WR�HQIRUFH�HYHQ�ZKHQ�DSSURYHG��ERWK��EHFDXVH�
RI�FUHDWLYH�DFFRXQWLQJ�SUDFWLFHV�DQG�SROLWLFDO�SUHVVXUH���:KLOH�FUHDWLYH�DFFRXQ-
WLQJ� VLPSO\� UHTXLUHV�PRUH� WUDQVSDUHQW� DQG� FRRUGLQDWHG�DFFRXQWLQJ�SUDFWLFHV��
SROLWLFDO�SUHVVXUH�PD\�EH�KDUG�WR�UHVLVW��

)LVFDO� FULWHULD� DUH� YHU\� LPSRUWDQW�� DV� ¿VFDO� SROLF\� LV� WKH� SULPDU\� LQVWUXPHQW�
WKURXJK� ZKLFK� QDWLRQDO� JRYHUQPHQWV� FDQ� LQÀXHQFH� PDFURHFRQRPLF� SHUIRU-
PDQFH�� 5HFLSURFDO� VXUYHLOODQFH� DQG� UXOHV� VKRXOG� HQVXUH� FRQVLVWHQF\� ZLWK�
LQWHUQDO�DQG�H[WHUQDO�VXVWDLQDELOLW\�20

/RRNLQJ� DW� WKH� H[SHULHQFH� RI� WKH� (XURSHDQ� )LQDQFLDO� 6WDELOLW\� DQG� *URZWK�
3DFW��RQH�VKRXOG� UHDOO\�PHQWLRQ�VRPH�SUREOHPV�RI�GH¿QLWLRQ�DQG�DSSOLFDWLRQ�
LQ�WKLV�UHJDUG��7KH�0DDVWULFKW�OLPLWV������GHEW�*'3�����GH¿FLW�*'3��DUH�ERWK�
HFRQRPLFDOO\�TXHVWLRQDEOH��WKH\�DUH�QRW�µPDJLF�QXPEHUV¶��DQG�SROLWLFDOO\�IUDJLOH��
'H¿FLWV�PD\�EH�XQVXVWDLQDEOH�EHFDXVH�RI�WKH�OHYHO�RI�SXEOLF�H[SHQGLWXUH�*�DQG�
WD[DWLRQ�7�DQG�QRW�MXVW�WKHLU�GLIIHUHQFHV��ERWK��*�*'3�DQG�7�*'3�PD\�EH�WRR�
ELJ���$OVR��GH¿FLWV�PD\�EH�XQVXVWDLQDEOH�EHFDXVH�RI�WKH�LQWHUQDO�FRPSRVLWLRQ�RI�
*��FXUUHQW�YV��LQYHVWPHQW�VSHQGLQJ��DQG�7��WD[LQJ�LQFRPH�YV��WD[LQJ�UHQWV��¿VFDO�
HTXDOLW\�DFURVV�VRFLDO�JURXSV�DQG�VR�RQ��

$�PRUH�VLJQL¿FDQW�TXHVWLRQ�ZRXOG�WKHQ�EH��6KRXOG�EHWWHU�FRPPRQ�¿VFDO�UXOHV�
be devised, where quality and not just quantity matter? ,�DP�FRQYLQFHG�WKLV�LV�
one of the most urgent questions in the present experience of the European 
8QLRQ��GHPDQGLQJ�IRU�DQ�RYHUDOO�UH�WKLQNLQJ�RQ�WKH�SKLORVRSK\�RI�¿VFDO�UXOHV�

Financial Policy: Pursuing Financial Stability in a Monetary Union
7KH� KDUG� SDWK�� GHVFULEHG� E\� %DJHKRW�� UHTXLUHG� WR� EDODQFH� WKH� SURYLVLRQ� RI�
OHQGLQJ�RI� ODVW� UHVRUW� LQ�FDVHV�RI� LOOLTXLGLW\� �WR�EH�FDUHIXOO\�GLVWLQJXLVKHG� IURP�
LQVROYHQF\��� ZLWK� WKH� DYRLGDQFH� RI� PRUDO� KD]DUG� DQG� WKH� HQGDQJHUPHQW� RI�
FHQWUDO�EDQN�FUHGLELOLW\��7KLV�SDWK�KDV�EHFRPH�HYHQ�KDUGHU�ZLWK�¿QDQFLDO�LQQR-
YDWLRQ�DQG�JOREDOL]DWLRQ��DQG�ZLWK�WKH�LQFUHDVH�RI�WKH�QXPEHU�RI�µWRR�ELJ�WR�IDLO¶�

��� ,RVVLIRY�HW�DO� �������GLVFXVV� WKH�¿VFDO�FULWHULD� LQ� WKH�&HQWUDO�$IULFDQ�(FRQRPLF�DQG�0RQHWDU\�
&RPPXQLW\��&(0$&��LQ�YLHZ�RI�LPSURYLQJ�WKHP�E\�EURDGHQLQJ�WKH�UHJLRQ¶V�FXUUHQW�FULWHULD�WR�
LQFOXGH�DWWHQWLRQ�WR�H[WHUQDO�VKRFNV��7KH\�DUJXH�WKDW�¿VFDO�LQGLFDWRUV�H[FOXGLQJ�RLO�UHYHQXH��VXFK�
DV�WKH�QRQ�RLO�¿VFDO�VWDQFH��QRQ�RLO�¿VFDO�LPSXOVH�DQG�QRQ�RLO�SULPDU\�EDODQFH��VKRXOG�UHFHLYH�
FHQWUDO�DWWHQWLRQ�
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¿QDQFLDO�LQVWLWXWLRQV��VHH�DOVR�WKH�GHEDWHV�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�
about the need for a world lender of last resort21���

$Q�LPSRUWDQW�OHVVRQ�RI�WKH�¿QDQFLDO�FULVLV�KDV�EHHQ�WKDW�UHJXODWLRQ�DQG�VXSHUYL-
VLRQ�RI�WKH�¿QDQFLDO�V\VWHP�QHHGV�JUHDWHU�PDFUR�SUXGHQWLDO�RULHQWDWLRQ��,PSOLFLW�
LQ�WKLV��LV�WKH�UHDOL]DWLRQ��UHGLVFRYHU\��VRPH�ZRXOG�VD\��WKDW�WUDGLWLRQDO�PDFURHFR-
QRPLF�VWDELOL]DWLRQ�DQG�PLFUR�SUXGHQWLDO�SROLFLHV�DUH�QRW�VXI¿FLHQW��DV�WKH\�OHDYH�
D� UHJXODWRU\�JDS��7KLV�JDS� LV�FUHDWHG�E\�H[WHUQDOLWLHV� WKDW� LQGLYLGXDO�¿QDQFLDO�
DFWRUV�GR�QRW� LQWHUQDOL]H��DQG�E\�FROOHFWLYH�EHKDYLRU�WKDW�PDUNHW�PHFKDQLVPV�
DUH�LOO�HTXLSSHG�WR�DGGUHVV��7KH�UHVXOW�LV�LQWHU�GHSHQGHQFLHV�DQG�LQGLYLGXDO�DQG�
FROOHFWLYH�DFWLRQ�WKDW�OHDGV�WR�H[FHVVLYH�SUR�F\FOLFDOLW\�DQG�V\VWHPLF�IUDJLOLWLHV�
�$JXU�DQG�6KDUPD���������+HQFH��WKH�TXHVWLRQ��+RZ�WR�GHVLJQ�¿QDQFLDO�UHJXOD-
tion and supervision with a common monetary policy?

&URVV�FRXQWU\� EDQNLQJ� DQG� ¿QDQFH� DUH� YHU\� OLNHO\� WR� EH� HQKDQFHG� E\� WKH�
FUHDWLRQ�RI�D�FRPPRQ�FXUUHQF\��KHQFH�WKH�QHHG�WR�DGGUHVV� LVVXHV�UHODWHG�WR�
LQVWLWXWLRQDO�DUFKLWHFWXUH�RI�¿QDQFLDO�VXSHUYLVLRQ�DQG�¿QDQFLDO�SROLF\��LQFOXGLQJ�D�
possible banking union22��7KLV�LVVXH�ZDV�ODUJHO\�XQGHUHVWLPDWHG�LQ�WKH�SUHSDUD-
WLRQ�RI�WKH�(XURSHDQ�0RQHWDU\�8QLRQ��EXW�LQ�WKH���VW�FHQWXU\�D�FXUUHQF\�XQLRQ�
LV� ERXQG� WR� VWDQG�RU� IDOO� GHSHQGLQJ�RQ� WKH�DGHTXDF\�RI� WKH�PRQHWDU\� XQLRQ�
¿QDQFLDO�SROLF\�DUFKLWHFWXUH��$V�LV�ZHOO�NQRZQ��WKH�¿QDQFLDO�GHVLJQ�RI�WKH�HXUR�
DUHD�HQYLVDJHV�D�FRPPRQ�FXUUHQF\��LVVXHG�DQG�PDQDJHG�E\�D�VLQJOH�PRQHWDU\�
DXWKRULW\�DQG�D�SOXUDOLW\�RI�QDWLRQDO� LQVWLWXWLRQV� IRU� ¿QDQFLDO� VXSHUYLVLRQ��2QH�
¿QDQFLDO�PDUNHW�� RQH�FXUUHQF\��PDQ\�QDWLRQDO� LQVWLWXWLRQV� IRU� ¿QDQFLDO� VXSHU-
YLVLRQ��D�FOHDUO\�SUREOHPDWLF�LQVWLWXWLRQDO�PL[�WKDW�KDV�UHYHDOHG�LWV�LQDGHTXDF\�
GXULQJ�WKH�¿QDQFLDO�FULVLV��

21 �)LVFKHU���������-HDQQH��:\SORV]�������
22 �,0)������E��WKRURXJKO\�H[SORUHV�WKH�QHFHVVDU\�HOHPHQWV�RI�WKH�EDQNLQJ�XQLRQ��D�VLQJOH�VXSHU-

YLVRU\�IUDPHZRUN��VLQJOH�UHVROXWLRQ�DQG�FRPPRQ�VDIHW\�QHW�DQG�XUJHQW�LVVXHV�UHODWHG�WR�(60�
GLUHFW�UHFDSLWDOL]DWLRQ�RI�EDQNV�
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How Should This ‘Lending + Supervision’ Activity Be Framed Within 
a Monetary Union?
,Q�SULQFLSOH��D�PRQHWDU\�XQLRQ�PD\�SURYLGH�EHWWHU�VDIHJXDUGV�DJDLQVW�D�¿QDQFLDO�
FULVLV��7KH� OHQGHU�RI� ODVW� UHVRUW� IXQFWLRQ�ZRUNV�EHWWHU� LQ� ODUJH�PRQHWDU\�DUHD��
%DQNV�LQ�VPDOO�FRXQWULHV�RXWVLGH�WKH�HXUR�]RQH�KDYH�ODUJH�IUDFWLRQ�RI�OLDELOLWLHV�
H[SUHVVHG�LQ�IRUHLJQ�FXUUHQF\��:KHQ�IRUHLJQ�FXUUHQF\�OLDELOLWLHV�DUH�ZLWKGUDZQ��
WKH�QDWLRQDO�FHQWUDO�EDQN�FDQQRW�SURYLGH�WKH�QHFHVVDU\�OLTXLGLW\��2Q�WKH�FRQWUDU\��
EDQNV�RI�VPDOO�FRXQWULHV�LQ�WKH�HXUR�]RQH�KDYH�D�ODUJHU�SURSRUWLRQ�RI�OLDELOLWLHV�LQ�
HXURV�DQG�WKH�(&%�FDQ�FUHDWH�XQOLPLWHG�DPRXQWV�RI�HXUR�OLTXLGLW\��

+HQFH��ORFDOL]HG�FULVLV�PDQDJHPHQW��LQ�SULQFLSOH��VKRXOG�EH�HDVLHU�LQ�D�PRQHWDU\�
XQLRQ�� <HW�� VXFK� PDQDJHPHQW� LQHYLWDEO\� LQYROYHV� FODVKHV� EHWZHHQ� QDWLRQDO�
LQWHUHVWV��VR�WKDW�QDWLRQDO�RSWLQJ�RXW�EHFRPHV�WHPSWLQJ��$V�D�EDQNLQJ�FULVLV�LQYD-
ULDEO\�OHDGV�WR�D�UHFHVVLRQ��PDQDJLQJ�WKH�DGMXVWPHQW�SURFHVV�DIWHU�WKH�EDQNLQJ�
FULVLV�LV�UHVROYHG�LV�SROLWLFDOO\�FRVWO\��+HQFH��FRXQWULHV�LQ�D�PRQHWDU\�XQLRQ�PD\�
¿QG� LW�PRUH�GLI¿FXOW� WR� OLIW� WKHPVHOYHV�RXW�RI� WKH� UHFHVVLRQ� WKDQ� µVWDQG�DORQH¶ 
FRXQWULHV�ZKLFK�FDQ�GHSUHFLDWH�WKHLU�FXUUHQF\�LQ�WKH�KRSH�RI�ERRVWLQJ�DJJUHJDWH�
GHPDQG��

:KLOH�WKH�(&%�(6&%�VWHSSHG�LQWR�WKH�PDUNHW��LQ�RUGHU�WR�SURYLGH�OHQGLQJ�RI�ODVW�
UHVRUW�DW�WKH�HXUR�]RQH�OHYHO��LQ�RUGHU�WR�NHHS�WKH�µK\GUDXOLFV¶�RI�WKH�V\VWHP�IXQF-
WLRQLQJ�� WKH�VSKHUH�RI�¿QDQFLDO�VXSHUYLVLRQ�UHPDLQHG� LQ�WKH�KDQGV�RI�QDWLRQDO�
DXWKRULWLHV��7KLV�FUHDWHG�VHULRXV�FURVV�FRXQWU\�WHQVLRQV�ZKHQHYHU�FURVV�ERUGHU�
EDQNLQJ�DQG�¿QDQFLDO�LQVWLWXWLRQV�HQGHG�XS�LQ�SUREOHPDWLF�VLWXDWLRQV��:KHQ�WKH�
DI¿OLDWH�RI�EDQN�$��DFWLYH�LQ�FRXQWU\�%��LV�IDFLQJ�SUREOHPV�RI�LOOLTXLGLW\�LQVROYHQF\��
ZKR�LV�LQ�FKDUJH"�&RXQWU\�%��ZKHUH�WKH�DI¿OLDWH�LV�RSHUDWLQJ��RU�FRXQWU\�$��ZKHUH�
WKH�SDUHQW�LQVWLWXWLRQ�LV�EDVHG"�$OVR��DFFRXQWLQJ�SUDFWLFHV�ZLWKLQ�FURVV�ERUGHU�
¿QDQFLDO�LQVWLWXWLRQV�PD\��LQ�IDFW��GLVORFDWH�SUR¿WV�DQG�ORVVHV��+HUH��\RX�FDQ�VHH�
ZK\�WKH�GHEDWH�DERXW�WKH�QHHG�RI�D�EDQNLQJ�XQLRQ�ZLWKLQ�(8�DURVH�23

3LVDQL�)HUU\� ������� SURYLGHV� D� YHU\� FOHDU� DQDO\VLV� DGGUHVVLQJ� WKH� LQKHUHQW�
ZHDNQHVV� RI� (08� LQVWLWXWLRQDO� GHVLJQ� LQ� WHUPV� RI� D� µQHZ¶� WULOHPPD� DV� WKUHH�
FXUUHQW�IHDWXUHV�RI�WKH�LQVWLWXWLRQDO�GHVLJQ�FDQ�RQO\�EH�WDNHQ�SDLUZLVH��1DPHO\��
VWULFW�SURKLELWLRQ�RI�PRQHWDU\�¿QDQFLQJ�RI�¿VFDO�GH¿FLWV��EDQN�VRYHUHLJQ� LQWHU-

23 �6HH�%R[����(XURSHDQ�8QLRQ��([LVWLQJ�)UDPHZRUN�IRU�)LQDQFLDO�6WDELOLW\�LQ�,0)������E���S�������
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GHSHQGHQFH� DQG� QR� FR�UHVSRQVLELOLW\� IRU� SXEOLF� GHEW�� )URP� WKH� µWULQLW\�¶� WKUHH�
RSWLRQV�IRU�UHIRUP�VWDQG�RXW��)LUVW��EURDGHQLQJ�(&%�PDQGDWH�WR�RYHUFRPH�WKH�
µQR�PRQHWDU\� ¿QDQFLQJ¶� UXOH� DQG� WDNH� RQ� WKH� UROH� RI� OHQGHU� RI� ODVW� UHVRUW� IRU�
VRYHUHLJQV��6HFRQG��EXLOGLQJ�D�EDQNLQJ�IHGHUDWLRQ��7KLUG��FUHDWLQJ�D�¿VFDO�XQLRQ�
ZLWK�FRPPRQ�ERQGV�24

,W�LV�ZRUWK�UHFDOOLQJ�WKDW�WKH�(XURSHDQ�&RPPLVVLRQ��(&��LVVXHG�D�*UHHQ�3DSHU�
RQ�1RYHPEHU����� ����� �(&��������RQ� WKH� IHDVLELOLW\� RI� LQWURGXFLQJ� VR� FDOOHG�
µVWDELOLW\�ERQGV¶25��+RZHYHU��DV�QR�GHFLVLYH�VWHS�KDV�EHHQ� WDNHQ� LQ�VHOHFWLQJ�
RQH�RI�WKH�WKUHH�RSWLRQV��GHVSLWH�VRPH�LQQRYDWLRQ�LQ�(XURSHDQ�¿QDQFLDO�VWDELOLW\�
IDFLOLWLHV�DQG�VRPH�WLPLG�VWHSV�WRZDUGV�D�EDQNLQJ�XQLRQ��VXEVHTXHQW�ZDYHV�RI�
VRYHUHLJQ�GHEW�FULVHV�KDYH�EHHQ�GHDOW�ZLWK�LQ�D�FDVH�E\�FDVH�DSSURDFK��PDNLQJ�
VROXWLRQV� IRU� UHODWLYHO\� VPDOO� SUREOHPV� �&\SUXV��� YHU\�FRPSOLFDWHG��7KDW� LV� WR�
VD\��LQVWLWXWLRQDO�DQG�SROLWLFDO�LQGHFLVLRQ�LV�YHU\�FRVWO\�

The Exchange Rate Regime of a Currency Area With Respect to 
Non-Member Countries
1RW�PXFK�GLVFXVVLRQ�ZDV�GHYRWHG�WR�WKLV�LVVXH�LQ�WKH�FDVH�RI�(08��ZKLFK�PD\�
EH�GXH�WR�D�YDULHW\�RI�IDFWRUV��$PRQJ�WKHP��ZH�FDQ�PHQWLRQ�WKH�ODUJH�PDJQLWXGH�
RI� LQWUD�DUHD�WUDQVDFWLRQ� LQ�WKH�(8�±�ZKLFK�REYLRXVO\� OLPLWV�WKH�LPSRUWDQFH�RI�
H[WHUQDO�H[FKDQJH�UDWHV�IRU�SURGXFWLRQ�DQG�HPSOR\PHQW�LQ�WKH�DUHD��DV�ZHOO�DV�
WKH�PHPEHU�FRXQWULHV¶�FRQVROLGDWHG�H[SHULHQFH�RI�H[FKDQJH�UDWH�ÀXFWXDWLRQV�
vis-à-vis�WKH�86���+HQFH��WKH�0DDVWULFKW�7UHDW\�UHPRYHG�H[FKDQJH�UDWH�SROLFLHV�
IURP�(&%� UHVSRQVLELOLW\�� OHDYLQJ� LW� WR�KLJKHU�SROLWLFDO� OHYHOV� WR� IUDPH�SRVVLEOH�
H[FKDQJH�UDWH�WDUJHWV�DQG�H[FKDQJH�UDWH�DJUHHPHQWV�ZLWK�QRQ�PHPEHUV�

7KH�LVVXH�RI�D�FRPPRQ�H[FKDQJH�UDWH�SROLF\��vis-à-vis�WKLUG�FRXQWULHV��PD\�EH�
PXFK�PRUH�UHOHYDQW�ZKHQ�WKH�FXUUHQF\�DUHD�LV�UDWKHU�VPDOO�DQG�RU�WKH�VKDUH�RI�

24 &ODHVVHQV��0RG\�DQG�6KDKLQ��������GLVFXVV�SURSRVDOV�IRU�FRPPRQ�HXUR�DUHD�VRYHUHLJQ�VHFXUL-
WLHV�WKDW�ZRXOG�VHUYH�WZR�IXQFWLRQV��LQ�WKH�VKRUW�WHUP��WKH\�FRXOG�VWDELOL]H�¿QDQFLDO�PDUNHWV�DQG�
EDQNV�DQG�LQ�WKH�PHGLXP�WHUP��KHOS�LPSURYH�WKH�HXUR�DUHD�HFRQRPLF�JRYHUQDQFH�IUDPHZRUN��
WKURXJK�HQKDQFHG�¿VFDO�GLVFLSOLQH�DQG�ULVN�VKDULQJ�

25 �,QLWLDOO\��WKH�UDWLRQDOH�IRU�FRPPRQ�LVVXDQFH�IRFXVHG�PDLQO\�RQ�WKH�EHQH¿WV�RI�HQKDQFHG�PDUNHW�
HI¿FLHQF\�WKURXJK�HQKDQFHG� OLTXLGLW\� LQ�HXUR�DUHD�VRYHUHLJQ�ERQG�PDUNHW�DQG�WKH�ZLGHU�HXUR�
DUHD�¿QDQFLDO�V\VWHP��0RUH�UHFHQWO\��LQ�WKH�FRQWH[W�RI�WKH�RQJRLQJ�VRYHUHLJQ�FULVLV��WKH�IRFXV�RI�
GHEDWH�KDV�VKLIWHG�WRZDUG�VWDELOLW\�DVSHFWV��
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LQWUD�DUHD�WUDQVDFWLRQV�LV�QRW�WRR�ODUJH��)LQGLQJ�DQ�DJUHHPHQW�ZRXOG�EH�HVSH-
FLDOO\�GHPDQGLQJ�LI�WKHUH�LV�QR�µGRPLQDQW¶�H[WHUQDO�HFRQRPLF�SDUWQHU��ZKLFK�LV�
FRPPRQ�WR�DOO�PHPEHUV�RI�WKH�FXUUHQF\�XQLRQ��

Can Currency Unions Increase Economic Convergence? 
If Yes, in Which Areas and to What Extent? 
 
Macroeconomic Convergence: The Honeymoon and Beyond

$� W\SLFDO� H[SHULHQFH� FRPPRQ� WR� D� YDULHW\� RI� LQWHJUDWLRQ� SURFHVVHV� LV� WKH�
VR�FDOOHG�µKRQH\PRRQ¶��7KH�LQLWLDO�SKDVH�RI�DQ�LQWHJUDWLRQ�SURFHVV�WHQGV�WR�EH�
GULYHQ�E\�RYHUO\�SRVLWLYH�VLJQDOV�DQG�H[SHFWDWLRQV�RI�VXFFHVV�±�SRVVLEO\�OHDGLQJ�
WR�FULWLFDO�VLWXDWLRQV��VHH�H�J��0H[LFR¶V�¿QDQFLDO�FULVLV�IROORZLQJ�WKH�UHDOL]DWLRQ�RI�
WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��1$)7$��

7KHUH�LV�DOVR�FOHDU�HYLGHQFH�RI�µKRQH\PRRQ¶�LQ�WKH�PDFURHFRQRPLF�DQG�¿QDQFLDO�
SHUIRUPDQFH�RI�WKH�HXUR�]RQH��,Q�SDUWLFXODU��WKH�LQWHUHVW�UDWH�VSUHDG�RI�JRYHUQ-
PHQW� ERQGV� UDSLGO\� FRQYHUJHG�� DIWHU� WKH� FUHDWLRQ� RI� WKH�(08�DQG� UHPDLQHG�
TXLWH�VWDEOH�DQG�YHU\�ORZ��SRVVLEO\��too low���IRU�D�UHODWLYHO\�ORQJ�WLPH��&KDUW���
FOHDUO\�LOOXVWUDWHV�WKDW�DV�WKH�FXUUHQF\�XQLRQ�HOLPLQDWHV�H[FKDQJH�UDWH�ULVN�DQG�
GRPHVWLF�OLDELOLWLHV�DUH�UH�GHQRPLQDWHG�LQ�WKH�QHZ�FRPPRQ�FXUUHQF\��WKH�RYHUDOO�
ULVN�RI�GRPHVWLF�OLDELOLWLHV�H[SHFWHG�E\�PDUNHWV�LV�UHGXFHG��µKRQH\PRRQ¶���7KLV�
new situation tends to soften the market constraint on how much domestic debt 
FDQ�EH�LVVXHG��SRVVLEO\�VRIWHQLQJ�WKH�SHUFHLYHG�EXGJHW�FRQVWUDLQWV�RI�LQGLYLGXDO�
FRXQWULHV��,I�H[FHVVLYH�GHEW�LV�LVVXHG��VXVWDLQDELOLW\�SUREOHPV�HQVXH��

1RW�RQO\�GRHV� µKRQH\PRRQ¶�QRW� ODVW� IRUHYHU�� LW�PD\�DOVR�HQGRJHQRXVO\�DIIHFW�
WKH�¿QDQFLDO�VXVWDLQDELOLW\�RI�LQGLYLGXDO�FRXQWULHV�DQG�WKH�DUHD�DV�D�ZKROH�LQ�D�
QHJDWLYH�ZD\�

Real Convergence is not an Automatic Outcome of Currency Union
$� FRPPRQ� FXUUHQF\� FDQ� EH� D� SRZHUIXO� EDVLV� IRU� ERWWRP�XS� UHDO� LQWHJUDWLRQ�
SURFHVVHV�� LQFOXGLQJ� WUDGH� DQG� SURGXFWLRQ� µXQEXQGOLQJ¶�� IDFWRU� PRELOLW\� DQG�
FURVV�FRXQW\�LQYHVWPHQWV��,W�LV�D�EDVLV��QRW�D�GLUHFW�GHWHUPLQDQW��5HDO�LQWHJUDWLRQ�
GHFLVLRQV� WDNHQ� E\� LQGLYLGXDO� DJHQWV� GHULYH� IURP� D� FRPSOH[� VHW� RI� H[SHFWD-
WLRQV��PRWLYDWLRQV� DQG� EHOLHIV��7KH� QRQ�PDWHULDO� GULYHUV� RI� DFWLRQV� UHIHU� WR� D�
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VHW�RI��LQFRPSOHWH��LQIRUPDWLRQ�UHODWLYH�WR�WKH�PDWHULDO�GLPHQVLRQ��SHUWDLQLQJ�WR�
WKH�GHFLVLRQ�LWVHOI��UHOHYDQW�WHFKQRORJ\��ORFDO�YHUVXV�IRUHLJQ�FRVWV��DQG�PDUNHW�
FRQGLWLRQV���

&KDUW�����<LHOGV�RI����\HDU�JRYHUQPHQW�ERQGV�RI�VHOHFWHG�HXUR�DUHD�FRXQWULHV�
from 1990 to 2011

6RXUFH��'DWDVWUHDP��3LVDQL�)HUU\�������S���

7KHUH�LV�D�VRUW�RI�DV\PPHWU\�IDFLQJ�WUDGH�FRVWV�UHODWHG�WR�GLIIHUHQW�FXUUHQFLHV�
XVHG� E\� WUDGLQJ�� ¿QDQFH� DQG�RU� LQYHVWPHQW� SDUWQHUV�� ZKLFK� PD\� LPSO\� WKH�
decision not�WR�SXUVXH�WKH�SRWHQWLDO�RSSRUWXQLWLHV�IRU�LQWHJUDWLRQ���ZKLOH�RQ�WKH�
RWKHU�KDQG� WKH�VLPSOH�H[LVWHQFH�RI�D� VLQJOH�FXUUHQF\�GRHV�not DXWRPDWLFDOO\�
LPSO\�WKDW�RSSRUWXQLWLHV�IRU�LQWHJUDWLRQ�H[LVW��DULVH�RU�DUH�UHFRJQL]HG��

7KLV� LV�EHFDXVH� IDFLOLWDWLQJ�PDWHULDO�FRQGLWLRQV��VXFK�DV�D�FRPPRQ�FXUUHQF\��
PD\�EH�necessary�IRU�VRPH�IRUPV�RI�LQWHJUDWLRQ��WKDW�ZHUH�DOUHDG\�SHUFHLYHG�DV�
GHVLUDEOH�LQ�RUGHU�WR�DFWXDOO\�EH�LPSOHPHQWHG���EXW�RQ�WKH�RWKHU�KDQG�D�FRPPRQ�
FXUUHQF\�LV�QRW�VXI¿FLHQW to make things happen if material conditions (such as 
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transport costs26��DQG�QRQ�PDWHULDO�FRQGLWLRQV��VXFK�DV�UHFLSURFDO�FRQ¿GHQFH��
DUH�QRW�PHW��

Does a Common Currency Stimulate Other Forms of Integration?
,QWHJUDWLRQ� SURFHVVHV�� LQFOXGLQJ� FXUUHQF\� XQLRQV�� FUHDWH� ZLQQHUV� DQG� ORVHUV�
DFURVV� DQG� ZLWKLQ� FRXQWULHV�� 'LYHUJHQFH� LQ� ORQJ�UXQ� FRPSHWLWLYHQHVV� WUHQGV�
DOVR�DGGV� WR�EXLOGLQJ� WHQVLRQV�ZLWKLQ� WKH�DUHD��7KHVH�SRZHUIXO� IRUFHV�VKRXOG�
QHYHU�EH�LJQRUHG��&RKHVLRQ�DQG�VWUXFWXUDO�SROLFLHV�DUH�UHTXLUHG�IRU�WKH��SROLWLFDO��
VXUYLYDO� RI� WKH� FXUUHQF\� XQLRQ��7KXV�� D� UHDVRQDEO\� VL]HG� FRPPRQ�EXGJHW� LV�
UHTXLUHG�

$V�FRKHVLRQ�DQG�VWUXFWXUDO�SROLFLHV�UHGLVWULEXWH�FRVWV�DQG�JDLQV��WKH\�DUH�ERXQG�
WR�EH�FRQWURYHUVLDO��D�WHQVH�SROLWLFDO�QHJRWLDWLRQ�DPRQJ�PHPEHUV�LV�SK\VLROR-
JLFDO�� DQG� QRW� QHFHVVDULO\� SDWKRORJLFDO�� ZLWKLQ� D� FXUUHQF\� XQLRQ�� ,QVWLWXWLRQDO�
UHODWLRQVKLSV� VKRXOG� QRW� EH� OHIW� WR� GHWHULRUDWH� WR� DQ� XQPDQDJHDEOH� OHYHO� RI�
WHQVLRQ��+HQFH��SDUWQHU�FRXQWULHV��ZKLFK�VKDUH�D�FRPPRQ�FXUUHQF\�DV�ZHOO�DV�
WKH�JRYHUQDQFH�RI� WKH�FXUUHQF\�DUHD�27 must�EH�UHDG\�WR�GLVFXVV�DQG�SXUVXH�
IXUWKHU�IRUPV�RI�LQWHJUDWLRQ��ZKHQ�LW�LV�UHTXLUHG�E\�VWURQJ�DV\PPHWULF�WHQVLRQV�
HQGDQJHULQJ�WKH�VWDELOLW\�RI� WKH�FXUUHQF\�IUDPHZRUN�� ,Q�RWKHU�ZRUGV��PHPEHU�
FRXQWULHV� VKRXOG� EH� UHDG\� WR� DFFHSW� WKDW�� DW� VRPH� SRLQW� LQ� WLPH�� WKH� SROLF\�
DUFKLWHFWXUH�RI�WKHLU�XQLRQ�PD\�EH�VKRZQ�WR�EH�ODFNLQJ�DQG�LQ�QHHG�RI�UHIRUPV�
DQG�DGGLWLRQV��

,Q� VXPPDU\�� WKH� DQVZHU� WR� WKH� TXHVWLRQ� ³FDQ� D� FRPPRQ� FXUUHQF\� VWLPXODWH�
RWKHU�IRUPV�RI�LQWHJUDWLRQ"´�LV�D�YHU\�KDUG�RQ��,W�HLWKHU�EULQJV�DORQJ�QHZ�IRUPV�RI�
LQVWLWXWLRQDO�LQWHJUDWLRQ��DV�UHTXLUHG�E\�WKH�XQIROGLQJ�RI�HYHQWV�LQ�WKH�8QLRQ��DQG�
WKH�FRPPRQ�FXUUHQF\�VXUYLYH��RU�LW�GRHV�QRW��DQG�WKH�XQLRQ�IDFHV�XQDYRLGDEOH�
FULVHV�WLOO�SRWHQWLDO�FROODSVH�

26�7KH�WUDGH�FRVWV�GDWD�VHW�RI�WKH�:RUOG�%DQN��DYDLODEOH�DW�KWWS���GDWD�ZRUOGEDQN�RUJ�GDWD�FDWDORJ�
WUDGH�FRVWV�GDWDVHW"FLG ,6*B(B:%:HHNO\8SGDWHB1/��RIIHUV�YHU\�LQWHUHVWLQJ�GDWD�RQ�ELODWHUDO�
WUDGH�FRVWV��7KHVH�UHDO�FRVWV�ZRXOG�UHPDLQ�DV�D�UHDO�REVWDFOH�WR�DUHD�LQWHJUDWLRQ��GHVSLWH�PRQ-
HWDU\�FRRSHUDWLRQ�XQL¿FDWLRQ��XQOHVV�GLUHFWO\�DGGUHVVHG�ZLWK�DSSURSULDWH�VWUXFWXUDO�SROLFLHV�

27  +HUH��,�DP�QRW�UHIHUULQJ�WR�FRPPRQ�FXUUHQF\�SUDFWLFHV��FRQQHFWLQJ�D�YHU\�VPDOO�FRXQWU\�WR�LWV�
QDWXUDO�ODUJH�SDUWQHU�OLNH�6DQ�0DULQR�WR�,WDO\��7KDW�ZRXOG�EH�D�UHODWLYHO\�HDV\�FDVH�

http://data.worldbank.org/data-catalog/trade-costs-dataset?cid=ISG_E_WBWeeklyUpdate_NL
http://data.worldbank.org/data-catalog/trade-costs-dataset?cid=ISG_E_WBWeeklyUpdate_NL
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Currency Unions: What Have We Learnt From the EU 
Experience? 

About the Preparation Phase of a Common Currency

7KH� EDFNJURXQG� SKLORVRSK\� RI� WKH� 0DDVWULFKW� 7UHDW\�� OD\LQJ� WKH� JURXQG� IRU�
(XURSHDQ�PRQHWDU\�XQL¿FDWLRQ��ZDV�WKDW�PRQHWDU\�DQG�¿QDQFLDO�FRQYHUJHQFH�
�DV�JLYHQ�E\�WKH�H[FKDQJH�UDWH�VDWLDELOLW\�ZLWKLQ�WKH�(XURSHDQ�0RQHWDU\�6\VWHP�
DQG�E\� QRPLQDO� LQWHUHVW� UDWHV� FRQYHUJHQFH��ZDV� D� SUHUHTXLVLWH� IRU� HOLJLELOLW\��
$ORQJ�ZLWK�FRPSOLDQFH�ZLWK�¿VFDO�UXOHV��ERWK� µPDJLF�QXPEHUV¶�� WKH����SXEOLF�
GH¿FLW�*'3�UDWLR�DQG�WKH�����SXEOLF�GHEW�*'3�UDWLR��KDYH�EHHQ�ORRVHO\�LQWHU-
SUHWHG��WKH�ODWWHU�FULWHULRQ�KDV�H[SOLFLWO\�EHHQ�UHSKUDVHG�LQ�WHUPV�RI�GLUHFWLRQ�RI�
FKDQJLQJ�WRZDUGV�WKH�����WDUJHW��

$V�D�PDWWHU�RI�IDFW��WKH������FULVLV�RI�WKH�(XURSHDQ�0RQHWDU\�6\VWHP�OHG�WR�LWV�
UHIRUP��DOORZLQJ�D�PXFK�EURDGHU�ÀH[LELOLW\�RI�H[FKDQJH�UDWHV�ZLWKLQ�WKH�V\VWHP�
�SOXV�RU�PLQXV�����ZLWK�UHVSHFW�WR�SDULWLHV���7KH�DFWXDO�H[FKDQJH�UDWH�ÀXFWX-
DWLRQV�ZHUH�PXFK�PRUH�FRQWDLQHG��EXW�WKH�EURDG�ÀH[LELOLW\�PDUJLQV�DOORZHG�IRU�
WKH�SRVVLELOLW\� RI� VL]HDEOH� GHYLDWLRQ� IURP�FHQWUDO� SDULWLHV��PDNLQJ� VSHFXODWLYH�
DWWDFNV�PXFK�OHVV�RI�D�µVDIH�EHW¶��DQG�KHQFH�PXFK�OHVV�OLNHO\�
7KDW�LV�WR�VD\��LQ�WKH�SUHSDUDWRU\�SKDVH��WKH�DFWXDO�SROLF\�VWDQFH�RI�ZRXOG�EH�
PHPEHUV�RI�WKH�FXUUHQF\�XQLRQ��VKRZLQJ�WKHLU�FRPPLWPHQW�WR�VXEVWDQWLDO�SROLF\�
FRRUGLQDWLRQ��VHHPHG�WR�EH�PXFK�PRUH�UHOHYDQW�IRU�WKH�VXFFHVV�RI�WKH�WUDQVLWLRQ�
SKDVH�WKDQ�WKH�IRUPDO�GH¿QLWLRQ�RI�FRQYHUJHQFH�UXOHV�

,Q� WKH�HQG�� D� FXUUHQF\�XQLRQ� LV� VLPSO\�D� �SRVVLEO\� µZHOO� SUHSDUHG¶�� MXPS� LQWR�
D� QHZ� IUDPHZRUN�� )URP� WKH� (XURSHDQ� H[SHULHQFH�� ,� WKLQN� LW� LV� EHWWHU� QRW� WR�
IUDPH� LW� DV� WKH� DXWRPDWLF� FRQFOXVLRQ� RI� D� VPRRWK�� FRQWLQXRXV� FRQYHUJHQFH�
SURFHVV��DV�VKRFNV��HLWKHU�V\PPHWULF�RU�DV\PPHWULF��FDQQRW�EH�UXOHG�RXW��DQG�
QHFHVVDULO\�WKH�PDS�RI�ZLQQHUV�DQG�ORVHUV�DFURVV�DQG�ZLWKLQ�FRXQWULHV�PXVW�EH�
UHGUDZQ��7KXV��QR�FRQWLQXRXV�QRPLQDO�FRQYHUJHQFH�SURFHVV�FDQ�EH�WUXVWHG�WR�
EH�VXI¿FLHQW�IRU�SUHSDUDWLRQ��5HDO�FRPPLWPHQW��ZLWKLQ� ORRVH�DQG�EDVLF�IRUPDO�
UHTXLUHPHQWV��VHHPV�WR�KDYH�ZRUNHG�EHWWHU�WKDQ�VWULFW�IRUPDO�UXOHV�LQ�WKH�(08�
SUHSDUDWRU\�SKDVH��

7KLV� UHPDUN� IXUWKHU� VWUHVVHV� WKH� QHHG� IRU� ZRXOG�EH�PHPEHUV� RI� D� FXUUHQF\�
XQLRQ�WR�EH�UHDG\�WR�WDNH�ZKDW�LV�UHTXLUHG�WR�UHDFK�WKH�JRDO��NQRZLQJ�WKDW�GHHS�
XQFHUWDLQW\�PDNHV�WKH�IXWXUH�IDU�IURP�IRUHVHHDEOH��,Q�RWKHU�ZRUGV��LQ�D�GHHSO\�
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XQFHUWDLQ�ZRUOG��WKHUH�LV�QR�VXFK�WKLQJ�DV�DQ�RSWLPDO�LQVWLWXWLRQDO�DUFKLWHFWXUH�
DQG�DQ�RSWLPDO�RUJDQL]DWLRQ�RI�WKH�SUHSDUDWLRQ�SKDVH��

‘Incomplete’ Institutional Policy Design and Long-Run Sustainability 
of a Common Currency
%HVLGHV�GHVLJQLQJ�WKH�VWULFWO\�PRQHWDU\�LQVWLWXWLRQV�RI�D�PRQHWDU\�XQLRQ��RWKHU�
LQVWLWXWLRQDO� LVVXHV� VKRXOG� EH� DGGUHVVHG� IRU� LWV� SURSHU�ZRUNLQJ�� VXFK� DV� WKH�
GHJUHH�DQG�PRGDOLW\�RI�¿VFDO�SROLF\�FRRUGLQDWLRQ��ZHOO�EH\RQG�¿[LQJ�D�µPDJLFDO�
QXPEHU¶� GH¿FLW�*'3�� WKH� SURYLVLRQ� RI� OHQGHU� RI� ODVW� UHVRUW� IDFLOLW\�� DORQJ�ZLWK�
HIIHFWLYH� FURVV� ERUGHUV� VXUYHLOODQFH� RI� ¿QDQFLDO� DQG� EDQNLQJ� LQVWLWXWLRQV��
SRVVLEO\��H[WHUQDO�H[FKDQJH�UDWH�SROLFLHV��DQG�¿QDOO\�DQG�QHFHVVDULO\��DQ�DSSUR-
SULDWH�FRKHVLRQ�EXGJHW�LQ�RUGHU�WR�DGGUHVV�GLYHUJHQFHV�LQ�FRPSHWLWLYHQHVV�28

,QVWLWXWLRQDO� GHVLJQ� LV� UHTXLUHG� WR� EH� UHVLOLHQW� WR� XQH[SHFWHG� VKRFNV�� PRUH�
WKDQ�EHLQJ�RSWLPDO�ZLWK�UHVSHFW�WR�QHFHVVDULO\�XQUHDOLVWLF�PRGHOV�� ,QFRPSOHWH�
DUFKLWHFWXUHV��WKDW�LV��EURDG�EDVLF�DJUHHPHQWV�WKDW�DUH�PHDQW�WR�EH�DGMXVWHG�RQ�
WKH�JR��PD\�ZRUN�H[DFWO\�EHFDXVH�WKH\�DUH�QRW�VHHQ�DV�SHUIHFW��XQFKDQJHDEOH�
DJUHHPHQWV��,Q�DQDORJ\�ZLWK�PLFURHFRQRPLF�DQDO\VLV��DQ�XQFHUWDLQ�ZRUOG�ZKHUH�
WUDQVDFWLRQ�FRVWV�PDWWHU��UHTXLUHV�LQFRPSOHWH�FRQWUDFWV�IRU�VXVWDLQDEOH�ORQJ�WHUP�
UHFLSURFDO�FRPPLWPHQWV�XQGHU�XQFHUWDLQ�FRQGLWLRQV��OLNH�ODERU�FRQWUDFWV��
7KDW�LV��ORQJ�UXQ�VXVWDLQDELOLW\�GHSHQGV�JUHDWO\�RQ�JHQHUDO�SROLWLFDO�FRQVHQVXV��
WR�ZKLFK�QRZ�ZH�WXUQ�

Political Union in Monetary Unions

2&$� WKHRU\�KDV�EHHQ�DOPRVW� H[FOXVLYHO\� XVHG� WR�DQDO\]H�ZKHWKHU� FRXQWULHV�
should join�D�PRQHWDU\�XQLRQ��<HW��LW�FDQ�DOVR�EH�XVHG�WR�VWXG\�WKH�FRQGLWLRQV�
XQGHU� ZKLFK� H[LVWLQJ�PHPEHUV� RI� D�PRQHWDU\� XQLRQ�PD\� ZDQW� WR� leave the 
monetary union�� 7KH� SHUVLVWHQFH� RI� QDWLRQ�VWDWHV� ZLWKLQ� D� PRQHWDU\� XQLRQ��

28�,W� LV� LQWHUHVWLQJ� WR�GLVFXVV�ZKHWKHU� WKH�DERYH�PHQWLRQHG� LQVWLWXWLRQDO� UHIRUPV�FRXOG� �QRW�RQO\�
VKRXOG��DFWXDOO\�EH�DGGUHVVHG� LQ�DQ�H[LVWLQJ�FXUUHQF\�XQLRQ��$�SRVVLEOH�DQVZHU�FRPHV� IURP�
UHYLVLWLQJ�WKH�KLVWRU\�RI�LQWHUQDWLRQDO�PRQHWDU\�FRRSHUDWLRQ��ZKLFK�PDNHV�LW�FOHDU�WKDW�VXEVWDQWLDO�
UHJLPH�VZLWFKHV�DUH�SRVVLEOH�HYHQ�ZLWKLQ�XQFKDQJHG� LQVWLWXWLRQDO� IUDPHZRUNV� �VHH� ,0)�� UDGL-
FDOO\�FKDQJLQJ�WKH�H[FKDQJH�UDWH�UHJLPH�ZLWKLQ�DQ�XQFKDQJHG�LQVWLWXWLRQDO�VHWWLQJ��ZLWK�EHODWHG�
DPHQGPHQWV�OLPLWHG�WR�PRYLQJ�ZRUGV�DURXQG��7KH�VKLIW�WR�ÀH[LEOH�UDWHV�RFFXUUHG�LQ�������WKH�
,0)�VWDWXH�DPHQGPHQW�RQO\�LQ�������IURP�³D�V\VWHP�RI�VWDEOH�H[FKDQJH�UDWHV´�WR�³D�VWDEOH�V\V-
WHP�RI�H[FKDQJH�UDWHV´��
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LQ� IDFW�� LV� E\� LWVHOI� D� VRXUFH�RI� SRVVLEOH� DV\PPHWULF� VKRFNV�� DV� WD[DWLRQ�DQG�
VSHQGLQJ� UHPDLQV� LQ� WKH� UHDOP� RI� QDWLRQDO� VRYHUHLJQW\� DQG� VRFLDO� DQG�ZDJH�
SROLFLHV�WHQG�WR�EH�QDWLRQDOO\��RU�HYHQ�VXE�QDWLRQDOO\��GH¿QHG��7KLV�FUHDWHV�D�
QHHG�WR�GLVFXVV� WKH�SRVVLEOH�FRQVHTXHQFHV�RI�DGYDQFLQJ�SROLWLFDO� LQWHJUDWLRQ�
ZLWKLQ�D�PRQHWDU\�XQLRQ��

+RZ�ZRXOG�D�SROLWLFDO�XQLRQ�DIIHFW�WKH�FRVW�EHQH¿W�DQDO\VLV�OHDGLQJ�WR�WKH�GH¿-
QLWLRQ�RI�DQ�2&$"�7ZR�FKDQQHOV�RI�LQÀXHQFH�VWDQG�RXW�DV�PRVW�UHOHYDQW��)LUVW��
D�SROLWLFDO�XQLRQ�PDNHV�LW�SRVVLEOH�WR�RUJDQL]H�D�V\VWHP�RI�¿VFDO�WUDQVIHUV�WKDW�
FRXOG� SURYLGH� LQVXUDQFH� DJDLQVW� DV\PPHWULF� VKRFNV��6HFRQG�� WKH� UHDOL]DWLRQ�
RI�D�SROLWLFDO�XQLRQ�UHGXFHV�WKH�ULVN�RI�DV\PPHWULF�VKRFNV�WKDW�KDYH�D�SROLWLFDO�
RULJLQ��H�J��VKRFNV�GXH�WR�JRYHUQPHQW�VSHQGLQJ�DQG�WD[DWLRQ��VRFLDO�SROLFLHV��DV�
ZHOO�DV�ZDJH�SROLFLHV���+HQFH�WKH�µRSWLPDOLW\¶�RI�D�PRQHWDU\�XQLRQ�FDQ�EH�VHUYHG�
E\�DGYDQFLQJ�SROLWLFDO�XQLRQ�

,Q�DOO�FDVHV��WKH�VXVWDLQDELOLW\�RI�D�PRQHWDU\�XQLRQ�QHHGV�WR�EH�HQKDQFHG�E\�
WKH�SUHVHQFH�RI�D�FHQWUDO�EXGJHW�WR�EH�XVHG�DV�D�UHGLVWULEXWLYH�GHYLFH�DPRQJ�
PHPEHU� VWDWHV�� 7KLV� GRHV� QRW� UHTXLUH� D� IXOO� ¿VFDO� XQLRQ� �ZKLFK� FRXOG� HYHQ�
SURGXFH�PRUDO�KD]DUG�SUREOHPV���EXW�D�VL]DEOH�DQG�ÀH[LEOH�FRPPRQ�EXGJHW��
DOORZLQJ�IRU�UHVL]LQJ�LI�QHHGHG��

7KH�FXUUHQW�FKDOOHQJH�WR�WKH�(08�LV�YHU\�PXFK�UHODWHG�WR�WKH�SHUFHLYHG�QDWXUH�RI�
WKH�QDWLRQ�VWDWH��ZLWKLQ�WKH�µQHZ�WULOHPPD¶��,I�LW�LV�SHUFHLYHG�WR�EH�QRQ�UHQRXQFH-
DEOH��HDFK�PHPEHU�VWDWH�LV�WR�EH�GHIHQGHG�DJDLQVW�WHPSRUDU\�VKRFNV��LQFOXGLQJ�
PDUNHW�µLUUDWLRQDOLW\¶��XSRQ�WKH�FRQGLWLRQ�WKDW�LW�DGKHUHV�WR�WKH�FRPPRQO\�DJUHHG�
UXOHV�RI� WKH�JDPH��VXFK�DV�¿VFDO�SUXGHQFH�DQG�RSHQ�PDUNHWV��� ,Q� WKLV�FDVH��
VRPH�LQWUD�PRQHWDU\�XQLRQ�EDLO�RXWV�RI�QDWLRQDO�GHEW�PD\�EH�QHFHVVDU\��,I��RQ�
WKH�RWKHU�KDQG��HDFK�VWDWH�LV�UHVSRQVLEOH�IRU�LWV�RZQ�GHEW��QR�EDLORXW�FODXVH���
VRPH�SURYLVLRQ�IRU�SRVVLEOH�RUGHUO\�GHIDXOW�QHHGV�WR�EH�HVWDEOLVKHG�

7KH�SROLWLFDO�LVVXH�DW�KDQG�ODUJHO\�H[FHHGV�WKH�WHFKQLFDOLWLHV��µ&RPPRQDOLW\�RI�
GHVWLQ\¶�LV�DQ�LPSRUWDQW��RIWHQ�RPLWWHG��SROLWLFDO�YDULDEOH�PDNLQJ�WKH�GLIIHUHQFH�
EHWZHHQ�DQ�DUHD�EHLQJ�DQ�2&$�RU�QRW��

$V� DQ� H[DPSOH�� WKH�*HUPDQ�PRQHWDU\� XQLRQ� FDPH�DERXW� DV� WKH� UHVXOW� RI� D�
strong national sense of common purpose and an intense feeling of belonging 
WR�WKH�VDPH�QDWLRQ��(08�LV�GLIIHUHQW�DV�WKLV�GHHS�SROLWLFDO�GULYHU�RI�LQWHJUDWLRQ�LV�
DW�EHVW��RQO\�ZHDNO\�GHYHORSHG��DW�WKH�(XURSHDQ�OHYHO��
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7KH�ORQJ�UXQ�VXFFHVV�RI�WKH�HXUR�]RQH�GHSHQGV�RQ�WKH�FRQWLQXLQJ�SURFHVV�RI�
SROLWLFDO�XQL¿FDWLRQ��6XFK�SROLWLFDO�XQL¿FDWLRQ�LV�QHHGHG�WR�UHGXFH�WKH�VFRSH�IRU�
WKH�HPHUJHQFH�RI�DV\PPHWULF�VKRFNV�DQG�WR�HPEHG�WKH�HXUR�]RQH�LQ�D�ZLGHU�
V\VWHP�RI�VWURQJ�SROLWLFDO�WLHV��ZKLFK�DUH�QHHGHG�WR�WDNH�FDUH�RI�WKH�LQHYLWDEOH�
GLYHUJHQW�HFRQRPLF�PRYHPHQWV�ZLWKLQ�WKH�(XUR�]RQH��
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The European Experience of a Common 
Currency: Lessons Learned 

Introduction

6LQFH�WKH�HQG�RI�WKH�6HFRQG�:RUOG�:DU��(XURSHDQ�LQWHJUDWLRQ�KDV�EHHQ�GLYLGHG�
EHWZHHQ�D�GHVLUH�IRU�LQWHJUDWLRQ�DQG�D�UHOXFWDQFH�WR�FHGH�QDWLRQDO�FRQWURO�RYHU�
NH\� LVVXHV� �+HPEUXII�� ��������� 'HVSLWH� WKLV�� WKH� (XURSHDQ� 8QLRQ� �(8�� KDV�
EHFRPH� D� NH\� SOD\HU� LQWHUQDWLRQDOO\� DQG� LWV� FXUUHQF\� WKH� HXUR�� KDV� EHFRPH�
VHFRQG�LQ�LQWHUQDWLRQDO�XVDJH��RQO\�WR�WKH�86�GROODU��'RPLQJXH]�������������7KH�
ODUJH�VL]H�RI�WKH�HXUR�DUHD�HFRQRP\�DQG�WKH�VWDELOLW\�DWWDFKHG�WR�WKH�HXUR��ERWK�
GHPRQVWUDWH�KRZ�WKH�VXFFHVV�DQG�RU�IDLOXUH�RI�WKH�HXUR�ZRXOG�LPSDFW�WKH�JOREDO�
PDUNHW��+RZHYHU��WKH�(XURSHDQ�0RQHWDU\�8QLRQ��(08��LV�QRZ�LQ�WKH�GROGUXPV��
SHUKDSV�IDFLQJ�LWV�JUHDWHVW�FKDOOHQJH�LQ�WKH�IRUP�RI�VRYHUHLJQ�GHEW�FULVLV��ZKLFK�
KDV�DIIHFWHG�3RUWXJDO��,WDO\��*UHHFH��DQG�6SDLQ��3,*6���ODWHU�HYHQ�FDOOHG�3,,*6��
ZLWK�WKH�UDWKHU�DUELWUDU\�LQFOXVLRQ�RI�,UHODQG��$V�-RKQ�4XLJJLQ�VXFFLQFWO\�SRLQWHG�
RXW�� ³7KH� UHDO�SUREOHP�FDPH�ZKHQ� WKLV�DQDO\VLV�ZDV�H[WHQGHG� WR� WKH� UHVW�RI�
WKH�KHDYLO\�LQGHEWHG�SHULSKHU\���FRPPRQO\�UHIHUUHG�WR�LQ�VXFK�DFFRXQWV�DV�WKH�
3,*6��3RUWXJDO��,WDO\��*UHHFH��DQG�6SDLQ��JURXS��,UHODQG�ZDV�VRPHWLPHV�WKURZQ�
LQ�DV�D�VHFRQG�µ,¶��7KLV�ZDV�XQIDLU�DQG�LQDFFXUDWH��SDUWLFXODUO\�DV�UHJDUGV�6SDLQ�
DQG�,UHODQG��ZKLFK�KDG�EHHQ�UXQQLQJ�EXGJHW�VXUSOXVHV�OHDGLQJ�XS�WR�WKH�FULVLV´�
�4XLJJLQ�� ����������7KH� FULVHV� DSSHDU� SRLVHG� WR� XQGHUPLQH� WKH� HQWLUH� HXUR�
]RQH��7KH�UHFHQW�IHDUV�RI�WKH�VRYHUHLJQ�GHEW�FULVLV�VSUHDGLQJ�ZLWKLQ�WKH�]RQH��
has brought to the fore the inherent challenges associated with constructing a 
PRQHWDU\�XQLRQ�

7KH�RQJRLQJ�VRYHUHLJQ�GHEW�FULVLV� UHPDLQV�FRPSOH[��ZLWK� IDU� UHDFKLQJ� UHSHU-
FXVVLRQV� �.LUNHJDDUG�� ������ DQG� RIIHUV� LQYDOXDEOH� OHVVRQV� IRU� FRXQWULHV�
FRQWHPSODWLQJ�D� FRPPRQ�FXUUHQF\�XQLRQ��$FDGHPLF� OLWHUDWXUH�RQ� WKH� FXUUHQW�



The European Experience of a Common Currency: Lessons Learned

140

FULVLV��DOWKRXJK�QRW�PRQROLWKLF��VHHV� WKH�VWUXFWXUH�DQG�JRYHUQDQFH�V\VWHP�RI�
WKH�(XURSHDQ�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��(08��DV�WKH�URRW�FDXVH�RI�WKH�
FULVLV��81(&$�$8����������VXSSRUWV�WKLV�DUJXPHQW�DQG�UHPDUNHG�WKDW�́ WKH�(XUR�
LV�YLHZHG�DV�DQ�LQFRPSOHWH�FXUUHQF\��EHFDXVH�WKH������0DDVWULFKW�7UHDW\�HVWD-
EOLVKHG�DQ�HFRQRPLF�DQG�PRQHWDU\�XQLRQ�ZLWKRXW�D�SROLWLFDO�XQLRQ��DV�D�UHVXOW�
RI�ZKLFK�WKH�FRPPRQ�(XURSHDQ�&HQWUDO�%DQN�ODFNV�D�FRPPRQ�WUHDVXU\´��,W�LV�
DOVR� FRQWHQGHG� WKDW� HYHQ� WKRXJK�PHPEHUV� VKDUH� D� FRPPRQ� FXUUHQF\�� WKH\�
LVVXH�DQG�PDQDJH�VRYHUHLJQ�GHEW�LQGLYLGXDOO\��7KXV��WKH�JDS�EHWZHHQ�PRQHWDU\�
integration and political integration should offer important lessons for Africa on 
KRZ�WR�PDQDJH�LWV�RZQ�DJHQGD�IRU�DFKLHYLQJ�PRQHWDU\�XQLRQ��DV�LV�HQYLVDJHG�
LQ�WKH������$EXMD�7UHDW\�

7KLV�EDFNJURXQG�SDSHU�UHYLHZV�WKH�FRPPRQ�FXUUHQF\�DUFKLWHFWXUH�RI�WKH�HXUR�
]RQH�DQG�WKH�OLNHO\�OHVVRQV�WKDW�WKH�:HVW�$IULFDQ�VXE�UHJLRQ�FDQ�OHDUQ�IURP�WKH�
VWUXFWXUH�DQG�WKH�FRQWLQXLQJ�FULVLV� LQ�WKH�HXUR�]RQH��7KH�OHVVRQV�IRU�WKH�VXE�
UHJLRQ�DUH�SRLJQDQW�DQG�LOOXPLQDWLQJ�LQ�D�QXPEHU�RI�ZD\V��)LUVW��WKH�GHVLUH�IRU�
DQG�SODQQLQJ�RI�PRQHWDU\�XQLRQ�LQ�:HVW�$IULFD��KDV�VWURQJO\�EHHQ�LQÀXHQFHG�E\�
(XURSH¶V�LQWHJUDWLRQ�H[SHULHQFH��7KLV�LV�EDVHG�RQ�D�OLQHDU�PRGHO�RI�D�JUDGXDO�
PRYHPHQW��WKURXJK�FRQVHFXWLYH�VWDJHV�LQ�WKH�LQWHJUDWLRQ�RI�JRRGV��ODERU�DQG�
FDSLWDO�PDUNHWV�DQG�¿QDOO\�PRQHWDU\�DQG�¿VFDO�LQWHJUDWLRQ��6HFRQG��WKH�GLVSUR-
portional power relations and hegemonic position of some member states 
LV�DOVR�VLPLODU��/DVWO\�� WKH� UHFHQW�FKDOOHQJHV�H[SHULHQFHG�E\� WKH�HXUR�VKRXOG�
IXUWKHU�SURYLGH�WKH�:HVW�$IULFDQ�VXE�UHJLRQ�ZLWK�LPSRUWDQW�OHVVRQV�LQ�FRQVWUXF-
WLQJ�D�PRQHWDU\�HFRQRPLF�XQLRQ��0F&DUWK\���������

7KH�SDSHU�LV�RUJDQL]HG�LQ�WKH�IROORZLQJ�ZD\��,Q�WKH�¿UVW�VHFWLRQ��D�JHQHUDO�EDFN-
JURXQG� WR� WKH�VWXG\� LV�SURYLGHG��7KH�QH[W�VHFWLRQ�GLVFXVVHV�$IULFD¶V�JURZLQJ�
LQWHUHVW� LQ�PRQHWDU\� LQWHJUDWLRQ�� IROORZHG�E\�KLJKOLJKWV�RI� WKH�SURJUHVV�PDGH�
WRZDUGV� WKH�DGRSWLRQ�RI�D�FRPPRQ�FXUUHQF\� LQ�:HVW�$IULFD��7KH�VXEVHTXHQW�
VHFWLRQ�SUHVHQWV�WKH�DUGXRXV�URDG�WDNHQ�E\�WKH�(XURSHDQ�8QLRQ��(8��WRZDUGV�
WKH�LQWURGXFWLRQ�RI�D�FRPPRQ�FXUUHQF\�DQG�WKH�OHVVRQV�WKDW�WKH�:HVW�$IULFDQ�
VXE�UHJLRQ� FDQ� OHDUQ� IURP� WKH�(XURSHDQ�FRPPRQ�FXUUHQF\��7KH� ODVW� VHFWLRQ�
FRQFOXGHV�WKH�SUHYLRXV�¿QGLQJV��
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Africa’s Interest in Monetary Integration 

,QWHUHVW�LQ�UHJLRQDO�LQWHJUDWLRQ���LQFOXGLQJ�PRQHWDU\�LQWHJUDWLRQ���KDV�EHHQ�KLJK�
RQ� WKH�DJHQGD�RI�$IULFDQ�FRXQWULHV�VLQFH� LQGHSHQGHQFH�DQG�YDULRXV� UHJLRQDO�
JURXSLQJV� KDYH� EHHQ� IRUPHG��$W� WKH� KHDUW� RI� WKHVH� HIIRUWV�� DUH� DWWHPSWV� WR�
RYHUFRPH� WKH�SUREOHPV�RI� VPDOO� DQG� IUDJPHQWHG�HFRQRPLHV�� DV�ZHOO� DV� WKH�
GHVLUH�WR�FRXQWHUDFW�SHUFHLYHG�HFRQRPLF�DQG�SROLWLFDO�ZHDNQHVVHV�LQ�RUGHU�WR�
SOD\� DQ� LPSRUWDQW� UROH� RQ� WKH�ZRUOG� VWDJH� �5XVXKX]ZD� DQG�0DVVRQ�� �������
The le franc des Colonies Francaises d’Afrique��&)$�IUDQF��RI�WKH�:HVW�$IULFDQ�
(FRQRPLF�0RQHWDU\�8QLRQ��:$(08���WKH�(FRQRPLF�DQG�0RQHWDU\�&RPPXQLW\�
RI�&HQWUDO�$IULFD��&(0$&��DQG�WKH�&RPPRQ�0RQHWDU\�$UHD��&0$��LQ�6RXWKHUQ�
$IULFD�DUH�QRWDEOH�H[DPSOHV�RI�PRQHWDU\�LQWHJUDWLRQ�DOUHDG\�LQ�SODFH�LQ�$IULFD��
)XUWKHU�UHJLRQDO�PRQHWDU\�XQLRQ�SURMHFWV�DUH�LQ�ZHOO�XQGHUZD\�LQ�WKH�(FRQRPLF�
&RPPXQLW\�RI�:HVW�$IULFDQ�6WDWHV��(&2:$6���WKH�&RPPRQ�0DUNHW�IRU�(DVWHUQ�
DQG�6RXWKHUQ�$IULFD��&20(6$���WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RPPXQLW\�
�6$'&�� DQG� LQ� WKH� (DVW�$IULFDQ�&RPPXQLW\� �($&���$W� WKH� FRQWLQHQWDO� OHYHO��
WKH�$IULFDQ�8QLRQ¶V�ORQJ�WHUP�JRDO�LV�D�FRPPRQ�FXUUHQF\�IRU�WKH�HQWLUH�$IULFDQ�
FRQWLQHQW��0DVVRQ�DQG�3DWWLOOR��������

$Q�RYHUYLHZ�RI�VHYHUDO�DFDGHPLF�FRQWULEXWLRQV�FRQFHUQLQJ�RSWLPXP�FXUUHQF\�
DUHD��2&$���VKRZV�WKDW�WKH�EHQH¿WV�RI�D�PRQHWDU\�XQLRQ�DUH�SRWHQWLDOO\�HQRUPRXV��
DV�DUH�WKH�SRWHQWLDO�GLVDGYDQWDJHV��,W�LV�WKHUHIRUH�LPSRUWDQW�WKDW�YDULRXV�UHJLRQDO�
JURXSLQJV�LQ�$IULFD�FDUHIXOO\�ZHLJK�WKH�FRVWV�DQG�EHQH¿WV�RI�PRQHWDU\�XQLRQ�LQ�
OLJKW�RI�WKHLU�KLVWRULFDO��SROLWLFDO��HFRQRPLF�DQG�JHRVWUDWHJLF�H[SHULHQFH��DV�ZHOO�
DV� WKHLU� OHYHO� DQG� GHSWK� RI� LQWHJUDWLRQ��7KHRUHWLFDOO\�� WKH�PDMRU� EHQH¿WV� RI� D�
PRQHWDU\�XQLRQ�DUH�WKH�UHGXFWLRQ�RI�WUDQVDFWLRQ�FRVWV��HFRQRPLHV�RI�VFDOH�GXH�
WR� WKH�SRROLQJ�RI� LQWHUQDWLRQDO� UHVHUYHV�� WKH�HOLPLQDWLRQ�RI�H[FKDQJH�UDWH� ULVN�
�%DUWUDP�DQG�.DURO\L��������DQG�UHJLRQ�ZLGH�SULFH�KDUPRQL]DWLRQ��5XVXKX]ZD�
DQG�0DVVRQ���������$�FRPPRQ�FXUUHQF\�LV�H[SHFWHG�WR�HOLPLQDWH�SULFH�SDULW\�
DV�GHWHUPLQHG�E\� WKH� ODZ�RI�RQH�SULFH�� RU�SULFH� FRQYHUJHQFH� �)ULWVFKH��/HLQ�
DQG�:HEHU�� ������� ,W� LV� DOVR� H[SHFWHG� WR� SURPRWH�PDFUR�HFRQRPLF� VWDELOLW\��
GHFUHDVH�VWDELOL]H�LQÀDWLRQ��$QJHOLQL�DQG�/LSSL���������SURPRWH�WUDGH��&KLQWUD-
NDUQ���������LQFUHDVH�LQYHVWPHQW��6NUHNDV���������HQKDQFH�¿QDQFLDO�LQWHJUDWLRQ�
�&RHXUGDFLHU�	�0DUWLQ��������DQG�GHFUHDVH�LQWHUHVW�UDWHV��/DQH��������

,Q�VSLWH�RI� LWV�REYLRXV�PHULWV�� WKH�FRVWV�RI�PRQHWDU\�XQLRQ�DUH�UHODWHG�WR� ORVV�
RI� VRYHUHLJQW\� RYHU�PRQHWDU\� DQG� H[FKDQJH� UDWH� SROLF\��7KLV� LV� FKDOOHQJLQJ��
HVSHFLDOO\�LQ�WKH�FDVH�RI�DV\PPHWULF�VKRFNV�ZKLFK�PD\�PDNH�WKH�XQLRQ¶V�VLQJOH�

https://en.wikipedia.org/wiki/Common_Market_for_Eastern_and_Southern_Africa
https://en.wikipedia.org/wiki/Common_Market_for_Eastern_and_Southern_Africa
https://en.wikipedia.org/wiki/Southern_African_Development_Community
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PRQHWDU\�SROLF\�LQDSSURSULDWH�IRU�VRPH�PHPEHU�FRXQWULHV��$V�&ROLQ�0F&DUWK\�
�������KDV�REVHUYHG��LQ�D�PRQHWDU\�XQLRQ��PHPEHU�FRXQWULHV�ORVH�GLUHFW�FRQWURO�
RYHU�LQVWUXPHQWV�RI�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLF\��WKDW�PD\�EH�XVHIXO�IRU�
GHDOLQJ�ZLWK�FRXQWU\�VSHFL¿F�PDFURHFRQRPLF�VKRFNV��7KLV�LV�SHUKDSV�D�5XELFRQ�
WKDW�PRQHWDU\�LQWHJUDWLRQ�HIIRUWV�LQ�$IULFD�PXVW�WUDQVFHQG�

)LYH�SULQFLSOHV�DUH�JHQHUDOO\�FRQVLGHUHG�LQGLVSHQVDEOH�LQ�HQDEOLQJ�FRXQWULHV�WR�
EHQH¿W�IURP�D�PRQHWDU\�XQLRQ��LQFOXGLQJ�PHHWLQJ�VRPH�RU�DOO�RI�WKH�IROORZLQJ�
FULWHULD�� ZKLFK� FRQWULEXWH� WR�PLWLJDWLQJ� WKH� HIIHFWV� RI� DV\PPHWULF� VKRFNV�� �D��
ÀH[LELOLW\�RI�SULFHV�DQG�ZDJHV��E��LQWUD�UHJLRQDO�IDFWRU�PRELOLW\��F��RSHQQHVV�WR�
WUDGH��G��SURGXFW�GLYHUVL¿FDWLRQ�DQG��H��¿VFDO� LQWHJUDWLRQ��0DVVRQ�DQG�7D\ORU��
�������$SDUW�IURP�PHHWLQJ�WKHVH�PDFURHFRQRPLF�SROLFLHV��LW�LV�HTXDOO\�LPSRUWDQW�
WKDW� WKHVH�PDFURHFRQRPLF�SROLFLHV�DUH�VWURQJO\�DQFKRUHG� LQ�FUHGLEOH�SROLWLFDO�
FRPPLWPHQW�� 3ROLWLFDO� ZLOO� LV� LQVWUXPHQWDO� LQ� WKH� SXUVXLW� RI� VRXQG� PRQHWDU\�
SROLFLHV�DQG�SXEOLF�VXSSRUW�KDV�EHHQ�LGHQWL¿HG�DV�EHLQJ�LQGLVSHQVDEOH�IRU�WKH�
FRQVWUXFWLRQ�RI�D�FRPPRQ�FXUUHQF\��0DVVRQ�DQG�3DWWLOOR���������

7KH�JRDO�RI�(&2:$6�LV�WR�LQWURGXFH�D�FRPPRQ�FXUUHQF\�E\�������E\�LQWHJUD-
WLQJ�WKH�&)$�IUDQF��FXUUHQWO\�LQ�XVH�E\�)UDQFRSKRQH�FRXQWULHV�DQG�WKH�(FR�RI�
WKH�$QJORSKRQH�FRXQWULHV�RI�:HVW�$IULFD��+RZHYHU��WKHUH�KDYH�EHHQ�IRUPLGDEOH�
VHWEDFNV�WR�WKH�LPSOHPHQWDWLRQ�RI�D�FRPPRQ�FXUUHQF\�LQ�WKH�VXE�UHJLRQ��)RU�
LQVWDQFH��VRRQ�DIWHU�WKH�GHFLVLRQ�WR�FUHDWH�WKH�(FR�ZDV�UHDFKHG�LQ�'HFHPEHU�
������ WKH� GLVMRLQWHG� HFRQRPLF� FRQGLWLRQV� RI� WKH� PHPEHU� FRXQWULHV� LQVWDQWO\�
UHOHJDWHG� WKH� LQLWLDWLYH� WR� WKDW� RI� D� FKHULVKHG� SROLF\� SDSHU�� UHVXOWLQJ� LQ� WKH�
UHSHDWHG�SRVWSRQHPHQW�RI�LPSOHPHQWDWLRQ�GDWHV��$�FOHDU�H[DPSOH�RI�GLVLQWHUHVW�
DQG� IRRW�GUDJJLQJ�ZDV�QRWLFHDEOH� IURP�*KDQD�GXULQJ� WKH�SUHVLGHQF\�RI�-RKQ�
.XIRU��ZKRVH�VNHSWLFDO�DWWLWXGH�WRZDUGV�D�FRPPRQ�FXUUHQF\�YLUWXDOO\�JURXQGHG�
WKH�:HVW�$IULFDQ�0RQHWDU\�=RQH��:$0=��SURMHFW��$W�WKH�JOREDO�OHYHO��WKH�UHFHQW�
FULVLV�LQ�WKH�HXUR�]RQH�DUHD�KDV�FDVW�GRXEW�XSRQ�WKH�DSSURDFK�RI�LQWURGXFLQJ�WKH�
(FR��ZKLFK�LV�VLPLODU�WR�WKH�LQWURGXFWLRQ�RI�WKH�HXUR�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�
�$J\DSRQJ��������

Progress Towards The Adoption Of A Common Currency In 
West Africa

:KHQ� ORRNLQJ� DW� WKH� FRQGLWLRQV� DQG� FULWHULD� GH¿QHG� E\� HFRQRPLF� WKHRU\� IRU�
WKH� HVWDEOLVKPHQW� RI� DQ�2&$�� RU� MRLQLQJ� RQH�� WKH� FKDQFHV� RI� WKH� FRQGLWLRQV�
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EHLQJ�PHW�LV�UHODWLYHO\�ORZHU�LQ�WKH�FDVH�RI�:HVW�$IULFD�FRPSDUHG�WR�WKDW�RI�WKH�
(XURSHDQ�8QLRQ�FRXQWULHV��$OWKRXJK�GHVLURXV�RI�D�FRPPRQ�FXUUHQF\��WKH�SRVVL-
ELOLW\�RI�LWV�UHDOL]DWLRQ�LQ�:HVW�$IULFD�FRQWLQXHV�WR�EH�RXW�RI�UHDFK�DQG�VNHSWLFV�
FRQWLQXH�WR�DUJXH�WKDW�VXFK�D�PRPHQW�ZLOO�QHYHU�FRPH��QRW�LQ�WKH�QHDU�IXWXUH�
6LQFH� WKH� IRXQGLQJ�RI�(&2:$6�LQ������� WKH� LGHD�RI�D�FRPPRQ�FXUUHQF\� IRU�
WKH�UHJLRQ�DQG�DQ�$IULFD�ZLGH�FXUUHQF\�KDV�UHPDLQHG�KLJK�RQ� WKH� LQWHJUDWLRQ�
DJHQGD�� ,Q�$SULO� ������(&2:$6�DGRSWHG� D� WZR�WUDFN� VWUDWHJ\� RI� FUHDWLQJ� D�
FRPPRQ�FXUUHQF\� LQ� WKH� UHJLRQ�� ,Q� WKH�¿UVW� WUDFN��QRQ��:$(08�PHPEHUV�RI�
(&2:$6�ZHUH�UHTXLUHG�WR�IRUP�D�PRQHWDU\�XQLRQ�FDOOHG�:$0=�E\�-XO\�������
7KH� VHFRQG� WUDFN� LV� WKH� VXEVHTXHQW�PHUJHU� RI�:$(08�DQG�:$0=� WR� IRUP�
D�VLQJOH�FXUUHQF\�XQLRQ��7KLV�PDUULDJH�ZRXOG�OHDG�WR�WKH�DGRSWLRQ�RI�WKH�(FR�
�(NRQJ�DQG�2Q\H���������

7KH�:$(08�LV�PDGH�XS�RI�HLJKW�IUDQFRSKRQH�FRXQWULHV�LQ�:HVW�$IULFD��%HQLQ��
%XUNLQD�)DVR��&RWH�G¶,YRLUH��0DOL��1LJHU��6HQHJDO��DQG�7RJR��DQG�*XLQHD�%LVVDX�
ZKLFK� KDYH� DJUHHG� WR� DGRSW� DQG� XVH� WKH�)UHQFK�)UDQF� �&)$��� WKH� FXUUHQF\�
RI� WKHLU� FRORQLDO�PDVWHUV�� 6LQFH� WKH�&)$� FXUUHQF\� DUHD�ZDV� FUHDWHG�ZLWKRXW�
VSHFL¿F�FULWHULD�RU�SUHUHTXLVLWHV�WR�EH�PHW�EHIRUHKDQG��WKLV�PRGHO�LV�REYLRXVO\�
YLHZHG�DV�OHVV�VWULQJHQW�DQG�OHVV�FRPSOLFDWHG�WKDQ�WKH�(08��&UHDWHG�RQ���WK�
-DQXDU\������E\�WKH�'DNDU�7UHDW\��:$(08�EHFDPH�RSHUDWLRQDO�RQ��VW�$XJXVW�
�����IROORZLQJ�UDWL¿FDWLRQ�E\�VHYHQ�PHPEHU�FRXQWULHV��7KLV�PRGHO�RI�PRQHWDU\�
XQLRQ�UHVHPEOHV�WKDW�RI�WKH�86$��ZKHUH�D�WUHDW\�ZDV�¿UVW�VLJQHG�WR�LQWURGXFH�D�
FRPPRQ�FXUUHQF\��EHIRUH�WKH�GHFLVLRQ�WR�FUHDWH�D�FRPPRQ�FHQWUDO�EDQN�DQG�D�
FRPPRQ�UHJLRQDO�SDUOLDPHQW��6LPLODUO\��WKLV�PRGHO�GRHV�QRW�FRQVLGHU�WKH�LVVXH�
RI�¿QDQFLDO�PDUNHW�LQWHJUDWLRQ�SULRU�WR�VLQJOH�FXUUHQF\�DGRSWLRQ��

$V� D� FRPPRQ�PRQHWDU\� ]RQH�� WKH�:$(08�ZDV� FUHDWHG� WR� DFKLHYH� JUHDWHU�
HFRQRPLF�FRPSHWLWLYHQHVV�WKURXJK�RSHQ�DQG�FRPSHWLWLYH�PDUNHWV��DORQJ�ZLWK�
WKH� UDWLRQDOL]DWLRQ�DQG�KDUPRQL]DWLRQ�RI� WKH� OHJDO�HQYLURQPHQW��)XUWKHU�JRDOV�
LQFOXGH��WKH�FRQYHUJHQFH�RI�PDFURHFRQRPLF�SROLFLHV�DQG�LQGLFDWRUV��WR�FUHDWH�D�
FRPPRQ�PDUNHW��WR�FRRUGLQDWH�VHFWRU�SROLFLHV�DQG�WR�KDUPRQL]H�¿VFDO�SROLFLHV�
�$J\DSRQJ���������$OWKRXJK�:$(08��DV�D�FRPPRQ�PRQHWDU\�]RQH��UHPDLQV�
VKDOORZ� LQ� WHUPV� RI� ¿QDQFLDO� DQG� HFRQRPLF� LQWHJUDWLRQ�� LW� KDV� EHHQ� DEOH� WR�
LPSOHPHQW�PDFURHFRQRPLF� FRQYHUJHQFH� FULWHULD� DQG� KDV� LQVWLWXWLRQDOL]HG� DQ�
HIIHFWLYH� VXUYHLOODQFH� PHFKDQLVP�� ,Q� DGGLWLRQ�� WKH� ]RQH� DGRSWHG� D� FXVWRPV�
XQLRQ�DQG�D�FRPPRQ�H[WHUQDO�WDULII�LQ�HDUO\�������KDUPRQL]HG�LQGLUHFW�WD[DWLRQ�
UHJXODWLRQV� DQG� LQLWLDWHG� VWUXFWXUDO� DQG� VHFWRUDO� SROLFLHV� LQ� WKH� UHJLRQ�� 1RW�
VXUSULVLQJO\��D�VXUYH\�RI� WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)�� LQ�6HSWHPEHU�
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������FLWHG�:$(08�DV�´WKH� IXUWKHVW�DORQJ� WKH�SDWK� WRZDUG� LQWHJUDWLRQ´�RI�DOO�
WKH�UHJLRQDO�JURXSLQJV�LQ�$IULFD��,0)�6XUYH\�����������$V�0DVVRQ�DQG�3DWWLOOR�
�������UHSRUW��VLQFH�WKH�LQFHSWLRQ�RI�WKH�:$(08�FXUUHQF\��WKH�DUHD�KDV�EHHQ�
DEOH� WR� UHGXFH� LQÀDWLRQ� ZLWKLQ� LWV�PHPEHU� FRXQWULHV�� KRZHYHU� KDV� QRW� EHHQ�
HIIHFWLYH�LQ�SURPRWLQJ�LQWUD�DUHD�WUDGH��0RUH�WKDQ�D�GHFDGH�DIWHU�LWV�IRUPDWLRQ��
WKH�:$(08�LV�VWLOO�VWUXJJOLQJ�WR�DFKLHYH�PRVW�RI�LWV�REMHFWLYHV�DV�VHW�RXW�LQ�WKH�
'DNDU�7UHDW\�RI�������

&RQVLGHULQJ�WKH�LQKHUHQW�GLI¿FXOWLHV�LQ�PHHWLQJ�WKH�:$0=�FULWHULD��WKHUH�KDYH�
EHHQ�FDOOV�IRU�WKH�:$0=�WR�HPSOR\�WKH�DSSURDFK�DGRSWHG�E\�WKH�:$(08��ZKLFK�
GRHV�QRW� FRQVLGHU� ¿QDQFLDO� LQWHJUDWLRQ� WR�EH� WKH�EDVLV� IRU� FRPPRQ�FXUUHQF\�
DGRSWLRQ�H[�DQWH��$GDP��$J\DSRQJ�DQG�*\DP¿���������8QOLNH�WKH�HXUR�DQG�WKH�
SURSRVHG�(FR��PHHWLQJ�WKH�FRQYHUJHQFH�FULWHULD�ZDV�UDWKHU�DQ�H[�SRVW�WKDQ�DQ�
H[�DQWH�FRQVLGHUDWLRQ��

,Q�WHUPV�RI�PDFURHFRQRPLF�SHUIRUPDQFH��WKH�HYLGHQFH�RI�JURZWK�LV�QRW�FRQYLQ-
FLQJ��DOWKRXJK�WKH�&)$�IUDQF�]RQH�KDV�ORZHUHG�LQÀDWLRQ�UDWHV�PRUH�WKDQ�RWKHU�
FXUUHQF\�UHJLPHV�LQ�$IULFD��,W�LV�DOVR�DUJXHG�WKDW�WKH�VXFFHVV�RI�WKH�&)$�IUDQF�
PD\�EH�GXH�WR�H[RJHQRXV�IDFWRUV�VXFK�DV�WKH�VXSSRUW�IURP�)UDQFH��SDUWLFXODUO\�
WKH�)UHQFK�7UHDVXU\¶V�JXDUDQWHH�RI�FRQYHUWLELOLW\�HPERGLHG� LQ� WKH�RSHUDWLRQV�
DFFRXQW��
 
,Q�RUGHU�WR�DFKLHYH�WKH�¿UVW�WUDFN�RI�PRQHWDU\�XQLRQ�DV�HQYLVLRQHG�E\�(&2:$6��
OHDGHUV�RI�¿YH�:HVW�$IULFDQ�FRXQWULHV�QDPHO\��7KH�*DPELD��*KDQD��*XLQHD��
1LJHULD�DQG�6LHUUD�/HRQH��GHFODUHG�WKHLU�LQWHQWLRQ�WR�SURFHHG�ZLWK�D�PRQHWDU\�
XQLRQ�DPRQJVW� WKH�QRQ�:$(08�FRXQWULHV�RI� WKH� UHJLRQ�� IROORZLQJ� WKH�$FFUD�
'HFODUDWLRQ�DQG� WKH�%DPDNR�$FFRUG�RI�������/LEHULD� MRLQHG� WKH�]RQH�RQ� WKH�
��WK�)HEUXDU\�������EULQJLQJ�WKH�PHPEHUVKLS�WR�VL[�

7KH�ERG\�VWDWXWRULO\�HPSRZHUHG�WR�UHFRPPHQG�WR�+HDGV�RI�6WDWH�RI�(&2:$6�
WR�FRPPHQFH� WKH� LVVXDQFH�RI� WKH�(FR� LV� WKH�:HVW�$IULFDQ�0RQHWDU\� ,QVWLWXWH�
�:$0,���,W�KDV�GHWHUPLQHG�FRQYHUJHQFH�FULWHULD��ZKHUHE\�HDFK�PHPEHU�FRXQWU\�
RI�:$0=� LV� UHTXLUHG� WR�DWWDLQ��VLQJOH�GLJLW� LQÀDWLRQ��FHQWUDO�EDQN�¿QDQFLQJ�RI�
JRYHUQPHQW�GH¿FLW�LV�WR�EH�OHVV�WKDQ����SHU�FHQW�RI�WKH�SUHYLRXV�\HDU¶V�UHYHQXH���
D� JRYHUQPHQW� EXGJHW� GH¿FLW� RI� �� SHU� FHQW� RI� JURVV� GRPHVWLF� SURGXFW� �*'3��
E\������DQG�DFFXPXODWHG�IRUHLJQ�H[FKDQJH�UHVHUYHV�WKDW�FRYHU�DW�OHDVW�WKUHH�
PRQWKV�RI�LPSRUWV��7KH�:$0,�KDV�DOVR�FUHDWHG�D�&RQYHUJHQFH�&RXQFLO�WR�KHOS�
FRRUGLQDWH�PDFURHFRQRPLF�SROLFLHV�DQG�KDV�VHW�XS�D�FRPPRQ�FHQWUDO�EDQN��WKH�
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:HVW�$IULFDQ�&HQWUDO�%DQN��7KH�¿UVW�WUDFN�ZDV�UHDOL]HG�LQ�������ZKLOH�HIIRUWV�DUH�
VWLOO�RQJRLQJ�LQ�RUGHU�WR�DFKLHYH�WKH�VHFRQG�WUDFN�

7RZDUGV� DFKLHYLQJ� WKH� VHFRQG� WUDFN�� WKH� (&2:$6� &RQYHUJHQFH� &RXQFLO��
FRPSULVLQJ� RI� WKH�0LQLVWHUV� RI� )LQDQFH� DQG�*RYHUQRUV� RI� WKH�&HQWUDO� %DQNV�
RI�PHPEHU�VWDWHV��DSSURYHG�D�UHYLVHG�URDG�PDS�IRU�WKH�UHDOL]DWLRQ�RI�D�VLQJOH�
FXUUHQF\�IRU�:HVW�$IULFD�E\�������RQ�WKH���WK�0D\�������7KH�URDGPDS�DUWLFX-
ODWHV�D�FOHDU��FRQFLVH�DQG�FRPSUHKHQVLYH�VWUDWHJ\�IRU�WKH�UHDOL]DWLRQ�RI�D�VLQJOH�
FXUUHQF\� IRU� WKH� UHJLRQ��7KH�PDS� IXUWKHU�RXWOLQHV�DFWLYLWLHV� WR�EH�XQGHUWDNHQ�
DKHDG�RI� WKH������GDWH�HDUPDUNHG� IRU� WKH� LQWURGXFWLRQ�RI� WKH�(FR�� LQFOXGLQJ�
WKH�UHYLHZ�DQG�KDUPRQL]DWLRQ�RI�WKH�FRQYHUJHQFH�FULWHULD��WKH�KDUPRQL]DWLRQ�RI�
VWDWLVWLFV��GRPHVWLF�SROLFLHV�DQG�WKH�OHJDO��DFFRXQWLQJ�DQG�VWDWLVWLFDO�IUDPHZRUNV�
RI�SXEOLF�¿QDQFH��1L\LUDJD���������

7KH�QHZ�FRQYHUJHQFH�DQG�KDUPRQL]DWLRQ�FULWHULD�UHÀHFW�WKH�LQWURGXFWLRQ�RI�WKH�
HXUR�DQG�WKH�UHFHQW�FULVLV�EHIDOOLQJ�WKH�HXUR�]RQH��%HWZHHQ������DQG�WKH�¿UVW�
TXDUWHU�RI������� WKH�PDS�HQYLVDJHG� WKH�KDUPRQL]DWLRQ�RI� WKH� UHJXODWRU\�DQG�
VXSHUYLVRU\� IUDPHZRUN� IRU�EDQNLQJ�DQG�RWKHU�¿QDQFLDO� LQVWLWXWLRQV�� WKH�HVWDE-
OLVKPHQW�RI�D�SD\PHQW�V\VWHP�LQIUDVWUXFWXUH�IRU�FURVV�ERUGHU�WUDQVDFWLRQV��WKH�
FRPSOHWLRQ�RI�SD\PHQW�V\VWHP�LQIUDVWUXFWXUH�LQ�*XLQHD��7KH�*DPELD�DQG�6LHUUD�
/HRQH�DQG�WKH�FRPSOHWLRQ�RI�LQWHJUDWLRQ�RI�WKH�¿QDQFLDO�PDUNHWV�RI�WKH�UHJLRQ��
%\�������LW�LV�H[SHFWHG�WKDW�WKH�OHJDO�LQVWUXPHQWV�IRU�WKH�FUHDWLRQ�RI�WKH�:$0=�
ZLOO�KDYH�EHHQ�UDWL¿HG��IROORZHG�E\�WKH�FUHDWLRQ�RI�WKH�EDQN�RI�WKH�:$0=��WKH�
:$0=�VHFUHWDULDW�DQG� WKH�:HVW�$IULFDQ�)LQDQFLDO�6XSHUYLVRU\�$JHQF\� LQ� WKH�
VDPH�\HDU��0RQHWDU\�XQLRQ� IRU� WKH�FRXQWULHV� LQ� WKH�]RQH� LV� VFKHGXOHG� WR�EH�
UHDOL]HG�RQ�RU�EHIRUH�������7KLV�LV�WR�RFFXU�EHIRUH�WKH�LQWURGXFWLRQ�RI�(FR��WKH�
FRPPRQ�FXUUHQF\��LQ�-DQXDU\�������IROORZHG�E\�WKH�ZLWKGUDZDO�RI�WKH�QDWLRQDO�
FXUUHQFLHV�RI�WKH�¿YH�FRQVWLWXHQW�PHPEHU�VWDWHV��1L\LUDJD���������

It is anticipated that the processes for the merger of the two currencies will begin 
�LQFOXGLQJ�WKH�LQWURGXFWLRQ�RI�D�VXSSOHPHQWDU\�DFW�WR�WKH�UHYLVHG�(&2:$6�WUHDW\�
WR� SURYLGH� D� OHJDO� LQVWUXPHQW� IRU� WKH� SUHFHGLQJ�PRQHWDU\� XQLRQ�� WKUHH� \HDUV�
EHIRUH� WKH� ODXQFK� RI� WKH� VLQJOH� FXUUHQF\�� 7KH� FRQVXPPDWLRQ� RI� D�PRQHWDU\�
XQLRQ� ZLOO� EH� DFKLHYHG� LQ� ����� ZLWK� WKH� LQWURGXFWLRQ� RI� D� UHJLRQDO� FXUUHQF\��
SUHFHGHG�E\�WKH�ODXQFKLQJ�RI�PRQHWDU\�XQLRQ��WKH�HVWDEOLVKPHQW�RI�D�UHJLRQDO�
FHQWUDO�EDQN�DQG�¿QDOO\�WKH�ZLWKGUDZDO�RI�QDWLRQDO�FXUUHQFLHV�

$OWKRXJK�WKH�LQLWLDWLYH�IRU�D�VLQJOH�HFRQRPLF�VSDFH�DQG�PRQHWDU\�XQLRQ�LQ�WKH�
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(&2:$6�VXE�UHJLRQ�KDV�EHHQ�DURXQG�IRU�WKH�SDVW����\HDUV��WKH�IHDVLELOLW\�RI�
ZLGHU�PRQHWDU\�XQL¿FDWLRQ�LQ�(&2:$6�VWLOO�SRVHV�VHYHUDO�HFRQRPLF�DQG�LQVWL-
WXWLRQDO�SUREOHPV��7VDQJDULGHV�DQG�4XUHVKL��������0DVVRQ�DQG�3DWWLOOR���������
(YHQ�QRZ��WKH�VHFRQG�PRQHWDU\�]RQH�RI�WKH�UHJLRQ��:$0=��LV�\HW�WR�LQWURGXFH�
WKH�(FR��GXH�WR�UHOHYDQW�LQVWLWXWLRQV�EHLQJ�QRQ�RSHUDWLRQDO�DQG�WKH�LQDELOLW\�RI�
PHPEHU�FRXQWULHV�WR�PHHW�WKH�FRQYHUJHQFH�FULWHULD��

2Q�VHYHUDO�RFFDVLRQV��WKH�LQWURGXFWLRQ�RI�WKH�(FR�FXUUHQF\�KDV�EHHQ�SRVWSRQHG��
,Q�EULHI�� WKLV� LV�GXH� WR� WKH�SROLWLFDO�GHSHQGHQFH�RI�PRVW�PRQHWDU\�DXWKRULWLHV�
LQ� (&2:$6� RQ� WKHLU� QDWLRQDO� JRYHUQPHQWV�� FHQWUDO� EDQNV� DUH� RIWHQ� XQGHU�
SUHVVXUH� WR�¿QDQFH�JRYHUQPHQW�GH¿FLWV�DQG� WR�XQGHUWDNH�RYHU�H[SDQVLRQDU\�
PRQHWDU\� SROLFLHV�� &KDOOHQJHV� WR� LPSOHPHQWLQJ� D� FRPPRQ� FXUUHQF\� LQFOXGH��
)LUVWO\�� ¿VFDO� SUREOHPV� �UHVXOWLQJ� IURP� XQGXH� GHSHQGHQFH� RI� WKH� PRQHWDU\�
DXWKRULWLHV�RQ�WKHLU�QDWLRQDO�JRYHUQPHQWV��DUH�PXFK�PRUH�VHYHUH�LQ�:HVW�$IULFD�
DQG� WKH�FUHGLELOLW\�RI�PRQHWDU\� LQVWLWXWLRQV� LV�PXFK�PRUH� IUDJLOH��6HFRQGO\�� LI�
WKH�XQL¿FDWLRQ�RI�:$0=�DQG�:$(08�DQG�WKH�DGRSWLRQ�RI�WKH�(FR�DUH�UHDOL]HG��
LW� LV� XQFOHDU� ZKHWKHU� WKH� )UHQFK� 7UHDVXU\� JXDUDQWHH� RI� WKH� FRQYHUWLELOLW\� RI�
:$(08¶V�FXUUHQF\��WKH�&)$�IUDQF��WR�WKH�HXUR��DW�D�¿[HG�SDULW\��ZRXOG�FRQWLQXH�
IRU�D�PRQHWDU\�XQLRQ�RI�WKH�H[SHFWHG�VL]H��

7KLUGO\�� WKH� ORZ�OHYHO�RI�:HVW�$IULFDQ� LQWUD�UHJLRQDO� WUDGH�UHPDLQV�D�SHUHQQLDO�
VRXUFH�RI�ZRUU\��7UDGH�DPRQJVW�(8�PHPEHU�FRXQWULHV�LV�PRUH�WKDQ����SHUFHQW�
RI�WRWDO�WUDGH��ZKLOVW�LQ�:HVW�$IULFD�LW�VWLOO� ODQJXLVKHV�DW�DERXW����SHUFHQW��7KH�
HXUR�]RQH¶V�VXFFHVV�LV�SDUWLDOO\�GXH�WR�WKH�WUDGH�LQWHJUDWLRQ�ZKLFK�WRRN�SODFH�
SULRU�WR�PRQHWDU\�LQWHJUDWLRQ��7KH�OLWHUDWXUH�RQ�RSWLPDO�FXUUHQF\�DUHD�HPSKD-
VL]HV� WUDGH� DV� WKH� PDLQ� FKDQQHO� WKURXJK� ZKLFK� EHQH¿WV� IURP� D� FRPPRQ�
FXUUHQF\�ZLOO�EH�HQMR\HG��7KH�PRUH�FRXQWULHV�WUDGH�ZLWK�HDFK�RWKHU��HVSHFLDOO\�
LQ�D�SDUWLFXODU�UHJLRQ��WKH�PRUH�WKH\�ZLOO�YDOXH�UHJLRQDO�H[FKDQJH�UDWH�VWDELOLW\��
+RZHYHU��WKH�ORZ�OHYHO�RI�LQWUD�UHJLRQDO�WUDGH�KDV�PHDQW�WKDW�WKH�:HVW�$IULFDQ�
UHJLRQ�PD\�QRW� HQMR\� WKH�EHQH¿WV�RI� D� FXUUHQF\�XQLRQ��&XUUHQF\�XQLRQV�DUH�
H[SHFWHG� WR� HQKDQFH� ZHOIDUH�� DV� WKH\� UHGXFH� SRWHQWLDO� GLVUXSWLRQV� WR� LQWUD�
UHJLRQDO�WUDGH�EURXJKW�DERXW�E\�UHODWLYH�SULFH�ÀXFWXDWLRQV�DQG�GLVWXUEDQFHV�LQ�
EL�ODWHUDO�H[FKDQJH�UDWHV��&KXNX������������

)RXUWKO\�� WKH�PHPEHUVKLS� RI� WKH� UHODWLYHO\� ODUJH� 1LJHULDQ� HFRQRP\� �DQG� WKH�
HIIHFWV�RI�LWV�¿VFDO�PRQHWDU\�DFWLYLWLHV���KDV�LPSOLFDWLRQV�IRU�PRQHWDU\�LQWHJUDWLRQ�
LQ�WKH�UHJLRQ��7KH�:$0=�HFRQRP\�KDV�D�FRPELQHG�*'3�RI�86�������ELOOLRQ��
UHSUHVHQWLQJ� ����� SHUFHQW� DQG� ����� SHUFHQW� RI� (&2:$6¶� DQG�$IULFD¶V�*'3��
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UHVSHFWLYHO\��1LJHULD�LV�E\�IDU�WKH�PRVW�GRPLQDQW�HFRQRP\��ZLWK����SHUFHQW�RI�
WKH�SRSXODWLRQ�DQG������SHUFHQW�RI�WKH�]RQH¶V�*'3��*KDQD�IROORZV�ZLWK�RQO\�����
SHUFHQW�RI�*'3��$�ZRUULVRPH�VFHQDULR�UHODWHG�WR�1LJHULD¶V�GRPLQDQFH��LV�WKDW�
XQOLNH�LQ�(XURSH��ZKHUH�ELJJHU�FRXQWULHV�VXFK�DV�*HUPDQ\�DQG�)UDQFH�DFW�LQ�D�
¿QDQFLDOO\�UHVSRQVLEOH�PDQQHU�DQG�ZDWFK�ZKDW�LV�JRLQJ�RQ�LQ�ZHDNHU�FRXQWULHV�
VXFK�DV�3RUWXJDO��,WDO\��,UHODQG��*UHHFH�DQG�6SDLQ����LQ�$IULFD��ELJJHU�FRXQWULHV�
VXFK� DV�1LJHULD� DUH� RIWHQ� WKH�PRVW� LUUHVSRQVLEOH� RQHV�� LQ� WHUPV� RI� ¿QDQFLDO�
PDQDJHPHQW��1LJHULD�KDV�QHYHU�SURSHUO\�PDQDJHG�LWV�EXGJHWV�DQG�LWV�EDODQFH�
VKHHW� LV�F\FOLFDO��EHLQJ�D�QDWLRQ�ZKHUH�PRUH� WKDQ� WKUHH�TXDUWHU�RI� LWV� IRUHLJQ�
HDUQLQJV� FRPH� IURP� K\GURFDUERQV�� ,WV� SRSXODWLRQ� GRPLQDWHV� WKH� (&2:$6�
UHJLRQ�� ,Q� DQ\� VFHQDULR�� WUDGH� VKRFNV� ZKLFK� DUH� H[SHULHQFHG� LQ� 1LJHULD� ZLOO�
VORZO\�DIIHFW�WKH�ZKROH�(&2:$6�UHJLRQ�XQGHU�D�UHJLRQDO�HFRQRPLF�FRPPXQLW\�

)LIWKO\��FRPSDUHG�WR�WKH�(XURSHDQ�8QLRQ��WKHUH�LV�ORZ�ODERU�DQG�IDFWRU�PRELOLW\�
ZLWKLQ�WKH�(&2:$6�VXE�UHJLRQ��7KH�HFRQRPLF�OLWHUDWXUH��GHULYHG�ODUJHO\�IURP�
5REHUW�0XQGHOO¶V�WKHRU\�RI�RSWLPXP�FXUUHQF\�DUHDV��DUJXHV�WKDW�DQ�2&$�LV�D�
JURXS�RI�FRXQWULHV�LQ�ZKLFK�ODERU�DQG�IDFWRU�PRELOLW\�LV�UHODWLYHO\�KLJK��0XQGHOO��
�������,I�IRU�H[DPSOH��D�PHPEHU�RI�DQ�2&$�LV�KLW�E\�QHJDWLYH�DV\PPHWULF�GHPDQG�
VKRFNV��WKHQ�ODERU�DQG�RWKHU�IDFWRUV�RI�SURGXFWLRQ�ZLOO�PRYH�IURP�WKLV�FRXQWU\�WR�
RWKHU�PHPEHU�FRXQWULHV��WKHUHE\�UHVWRULQJ�HPSOR\PHQW�WR�LWV�RULJLQDO�OHYHO��7KLV�
PRELOLW\�IXQFWLRQV�WR�HTXDOL]H�ZDJHV�DQG�IDFWRU�SULFHV�IURP�DUHDV�ZLWK�H[FHVV�
VXSSO\��WR�DUHDV�ZLWK�GH¿FLW�VXSSOLHV��$OWKRXJK�WKHUH�LV�KDUGO\�UHOLDEOH�GDWD�RQ�
ODERU�PRYHPHQW�DFURVV� WKH� UHJLRQ��DQHFGRWDO�HYLGHQFH�VKRZV� WKDW� WKHUH�DUH�
VHULRXV�YDULDWLRQV�DPRQJ�FRXQWULHV��)RU�H[DPSOH��ZKLOH� ODERU�PRELOLW\� LV�UHOD-
WLYHO\�KLJK�EHWZHHQ�1LJHULD�DQG�%HQLQ��SDUWO\�H[SODLQHG�E\�WKH�SRURXV�ERUGHUV�
EHWZHHQ�WKH�WZR�FRXQWULHV�DQG�WKHLU�UHODWLYH�SUR[LPLW\��WKHUH�LV�YHU\�OLWWOH�PRELOLW\�
EHWZHHQ�PRVW�RWKHU�HFRQRPLHV��$W�WKH�H[WUHPH�OHYHO�RI�LPPRELOLW\�LQ�WKH�UHJLRQ�
LV�*KDQD��7KH�FRXQWU\¶V� UHFHQW�VWDWXV�DV�DQ� LPSRUWDQW�SRUW�RI�GHVWLQDWLRQ� IRU�
:HVW�$IULFDQ�FRXQWULHV�LV�DOVR�D�WKUHDW�WR�HPSOR\PHQW�RSSRUWXQLWLHV�DQG�VRFLDO�
VHFXULW\� DPRQJ� *KDQDLDQV�� 7KH� JRYHUQPHQW� KDV� WKHUHIRUH� LQWURGXFHG� YHU\�
WRXJK�PHDVXUHV�IRU�:HVW�$IULFDQ�PLJUDQWV��HVSHFLDOO\�IURP�1LJHULD�LQ�SDUWLFLSD-
WLQJ�LQ�WKH�ODERU�PDUNHW�LQ�*KDQD��

The Arduous Road to a Common Currency in Europe

(YHQ�WKRXJK�WKH�(XURSHDQ�0RQHWDU\�8QLRQ�ZDV�SURSRVHG�DV�HDUO\�DV�������LWV�
LQVWLWXWLRQDO�URRWV�DUH�RQO\�WR�EH�IRXQG�LQ�WKH������(XURSHDQ�0RQHWDU\�6\VWHP�
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�(06��� ZKLFK� LQWURGXFHG� ¿[HG� EXW� DGMXVWDEOH� H[FKDQJH� UDWHV� EHWZHHQ� WKH�
PDMRU�(XURSHDQ�HFRQRPLHV��'RPLQJXH]�������������+RZHYHU��WKH�¿UVW�IRUPDO�
VWHSV�RI�(XURSHDQ�PRQHWDU\� LQWHJUDWLRQ�FDQ�EH�WUDFHG�DOPRVW�DV�IDU�EDFN�DV�
2FWREHU�������FRLQFLGLQJ�ZLWK�WKH�GHYHORSPHQW�RI�DQ�2&$�WKHRU\��GH¿QHG�DV�
WKH�RSWLPDO�JHRJUDSKLFDO�DUHD�IRU�D�VLQJOH�FXUUHQF\��RU�IRU�VHYHUDO�FXUUHQFLHV��
ZKRVH� H[FKDQJH� UDWHV� DUH� LUUHYRFDEO\� SHJJHG�� 7KH� PHPRUDQGXP� LVVXHG�
E\� WKH�&RPPLVVLRQ��NQRZQ�DV�Marjolin Memorandum� LQ�������NLFNHG�RII� WKH�
GLVFXVVLRQ�RQ�D�FRPPRQ�FXUUHQF\�DQG�SURPSWHG�VHYHUDO�PHDVXUHV�LQ�WKH�¿HOG�
RI�PRQHWDU\�FRRSHUDWLRQ��

7KH�:HUQHU�5HSRUW��SXEOLVKHG�LQ������ZDV�JHDUHG�WRZDUGV�LPSURYLQJ�WKH�JURZWK�
SURVSHFWV�DQG�ZHOO�EHLQJ�RI�(XURSHDQ�FRXQWULHV�E\�H[SORLWLQJ�WKH�EHQH¿WV�RI�D�
PRQHWDU\�XQLRQ�DQG�D�FRPPRQ�PRQHWDU\�SROLF\��7KH�:HUQHU�5HSRUW�SURSRVHG�
WKH�SURFHVV�RI�UHIRUPLQJ�WKH�(XURSHDQ�FXUUHQF\�DQG�VHW�RXW�D�EOXHSULQW�IRU�WKH�
VWHS�E\�VWHS�UHDOL]DWLRQ�RI�HFRQRPLF�DQG�PRQHWDU\�XQLRQ��,W�SURSRVHG�D�WKUHH�
SKDVH�SURJUDP�WR���D��HOLPLQDWH�LQWUD�(XURSHDQ�H[FKDQJH�UDWH�PRYHPHQWV���E��
FHQWUDOL]H�(8�PRQHWDU\�SROLF\�GHFLVLRQV�DQG��F��ORZHU�UHPDLQLQJ�WUDGH�EDUULHUV�
ZLWKLQ�(XURSH��+RZHYHU��WKH�SURSRVDOV�RI�WKH�:HUQHU�5HSRUW�ZHUH�QHYHU�LPSOH-
PHQWHG��DV�WKH\�ZHUH�RYHUVKDGRZHG�E\�RWKHU�ZRUOG�HYHQWV��+lPlOlLQHQ��������

,Q�������DIWHU�WKH�GHPLVH�RI�WKH�%UHWWRQ�:RRGV�V\VWHP��WKH�µcurrency snake¶��
DQ� H[FKDQJH� UDWH� DUUDQJHPHQW� IRU� (XURSHDQ� FRXQWULHV�� ZDV� FUHDWHG� IRU� WKH�
SURJUHVVLYH�QDUURZLQJ�RI�WKH�PDUJLQV�RI�ÀXFWXDWLRQ�EHWZHHQ�WKH�FXUUHQFLHV�RI�
WKH�0HPEHU�6WDWHV��$�PLOHVWRQH�WRZDUGV�(XURSHDQ�LQWHJUDWLRQ�ZDV�ZLWQHVVHG�
LQ�0DUFK�������ZLWK�WKH�HPHUJHQFH�RI�WKH�(XURSHDQ�0RQHWDU\�6\VWHP��(06��
ZKLFK�VLJQL¿FDQWO\�FRQWULEXWHG�WR�WKH�HVWDEOLVKPHQW�RI�WKH�HXUR��E\�VWDUWLQJ�WR�
maintain member state currencies within the acceptable exchange rate limit 
�(8�)DFWV��������
 
7KH�'HORUV�5HSRUW�RI������IXUWKHU�ODLG�WKH�IRXQGDWLRQV�IRU�WKH�VLQJOH�FXUUHQF\��
7KH�HPHUJHQW�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��(08��ZDV� LQWHQGHG� WR�FUHDWH�
D�³(XURSHDQ�8QLRQ� LQ�ZKLFK�QDWLRQDO�FXUUHQFLHV�DUH�UHSODFHG�E\�D�VLQJOH�(8�
FXUUHQF\�PDQDJHG�E\� D� VROH� FHQWUDO� EDQN� WKDW� RSHUDWHV� RQ� EHKDOI� RI� DOO� (8�
PHPEHUV´� �3HWVDV�������6OLGH������7KH� WKUHH�SURQJHG�DSSURDFK� IRU� UHDOL]LQJ�
WKLV� REMHFWLYH� EHJDQ� ZLWK� DOO� (8� PHPEHUV� MRLQLQJ� WKH� (06� H[FKDQJH� UDWH�
PHFKDQLVP��(50���6HFRQG��H[FKDQJH�UDWH�PDUJLQV�ZHUH�WR�EH�QDUURZHG�DQG�
FHUWDLQ� PDFURHFRQRPLF� SROLF\� GHFLVLRQV� SODFHG� XQGHU� PRUH� FHQWUDOL]HG� (8�
FRQWURO�� 7KLUG�� WKH� UHSODFHPHQW� RI� QDWLRQDO� FXUUHQFLHV� E\� D� VLQJOH� (XURSHDQ�
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FXUUHQF\�DQG�YHVWLQJ�DOO�PRQHWDU\�SROLF\�GHFLVLRQV�LQ�WKH�(XURSHDQ�6\VWHP�RI�
&HQWUDO�%DQNV��(6&%��

,Q�������WKH�(8�ZDV�DEOH�WR�SXW�LQ�SODFH�GXUDEOH�PHFKDQLVPV�WR�VWUHQJWKHQ�DQG�
FRQYHUJH�HFRQRPLHV�DQG�HVWDEOLVK�DQ�HFRQRPLF�DQG�PRQHWDU\�XQLRQ�LQFOXGLQJ�D�
VLQJOH�DQG�VWDEOH�FXUUHQF\�DV�SDUW�RI�WKH�0DDVWULFKW�7UHDW\��(8���������$OWKRXJK�
WKHUH�ZDV�D�FULVLV�LQ�¿[HG�H[FKDQJH�UDWHV�LQ�������WKH�(XURSHDQ�&HQWUDO�%DQN�
�(&%��ZDV�FUHDWHG�LQ������DQG�WKH�HXUR�ZDV�LQWURGXFHG�HOHFWURQLFDOO\�LQ������
DQG�SK\VLFDOO\�LQ�������'RPLQJXH]�������������7KH�0DDVWULFKW�7UHDW\��ZKLFK�OHG�
WR�WKH�FUHDWLRQ�RI�WKH�HXUR��LQFOXGHV�D�QXPEHU�RI�UHVWULFWLRQV�RQ�WKH�¿VFDO�SROLFLHV�
RI�(08�PHPEHU�VWDWHV��7KH�HXUR�ZDV�LQWHQGHG�WR�LQFUHDVH�LQWHUQDWLRQDO�SULFH�
WUDQVSDUHQF\��DV�WKLV�ZRXOG�LGHDOO\�IRVWHU�FRPSHWLWLRQ��ORFDWLRQDO�DUELWUDJH�DQG�
FURVV�ERUGHU� WUDGH� �)UDQNHO� DQG�$QGUHZ�� �������ZKLFK� VKRXOG� UHVXOW� LQ� SULFH�
FRQYHUJHQFH��%ULV�DQG�0LFROD���������

7KH�PHPEHU�VWDWHV�RI�WKH�HXUR�DUHD�KDYH�DVVLJQHG�WKH�WDVN�RI�IUDPLQJ�PRQHWDU\�
SROLF\�WR�WKH�(XURSHDQ�&HQWUDO�%DQN��(&%���$V�D�FRPPRQ�PRQHWDU\�DXWKRULW\��
WKH�(&%�LV�VHW�XS�DV�D�KLJKO\�LQGHSHQGHQW�FHQWUDO�EDQN�WR�LQVXUH�WKDW�LW�ZLOO�EH�
DEOH�WR�HQVXUH�SULFH�VWDELOLW\��%RUGR��-RQXQJ�DQG�0DUNLHZLF]�����������%RWK�WKH�
0DDVWULFKW�7UHDW\�DQG� WKH�6WDELOLW\�DQG�*URZWK�3DFW� �6*3���KDYH�H[FOXVLYHO\�
UHVHUYHG�WKH�SRZHUV�RI�¿VFDO�SROLF\�ZLWKLQ�WKH�(XURSHDQ�8QLRQ��(8��IRU�QDWLRQDO�
JRYHUQPHQWV�� 7KHVH� UXOHV�� SHUWDLQLQJ� WR� WKH� (FRQRPLF� DQG�0RQHWDU\� 8QLRQ�
�(08���FRYHU�HXUR�DUHD�PHPEHU�VWDWHV�DV�ZHOO�DV�PHPEHU�VWDWHV� WKDW�KDYH�
QRW�DGRSWHG�WKH�HXUR��$V�%RUGR��-RQXQJ�DQG�0DUNLHZLF]����������SRLQWHG�RXW��
WKHVH�VHWV�RI�UXOHV�SHUWDLQLQJ�WR�WKH�¿VFDO�V\VWHP�DUH�PRQLWRUHG�FHQWUDOO\�E\�WKH�
&RPPLVVLRQ�LQ�D�SROLF\�GLDORJXH�ZLWK�PHPEHU�VWDWHV��7KLV�V\VWHP�UHSUHVHQWV�
WKH�H[LVWLQJ�¿VFDO�SROLF\�IUDPHZRUN�RI�WKH�HXUR�DUHD��ZKLFK�FRPSOHPHQWV�WKH�
PRQHWDU\�XQLRQ�DQG�LWV�VLQJOH�FXUUHQF\��WKH�HXUR�

$OWKRXJK� WKH� LGHD�RI�DQ� LQVWLWXWLRQDO�GHVLJQ� IRU� IUDPLQJ�¿VFDO�SROLFLHV�DQG� IRU�
SUHVHUYLQJ�WKH�¿VFDO�VXVWDLQDELOLW\�RI�WKH�PRQHWDU\�XQLRQ��KDG�EHHQ�WKH�VXEMHFW�
RI�KHDWHG�GHEDWH�HYHQ�EHIRUH�WKH�LQWURGXFWLRQ�RI�WKH�HXUR��(XURSHDQ�(FRQRP\��
������� WKH� UHFHQW� FULVLV� LQ� WKH� HXUR� ]RQH� KDV� IXUWKHU� SRODUL]HG� WKH� GHEDWH�
DQG�DGGHG�D�QRUPDWLYH�YLHZ�RI� µSURSHU¶�¿VFDO�SROLF\�DUUDQJHPHQWV�ZLWKLQ� WKH�
(XURSHDQ�8QLRQ��$IULFDQ� OHDGHUV�DUH�FORVHO\� IROORZLQJ� WKH�GHEDWH� LQ�RUGHU� WR�
DYRLG�WKH�PLVWDNHV�LQ�WKH�HFRQRPLF�JRYHUQDQFH�VWUXFWXUH�RI�WKH�(8�
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(YHQ� WKRXJK� WKH� FULVLV� KDV� FRQ¿UPHG� WKH� QHHG� IRU� D� UHVWUXFWXULQJ� DQG�
VWUHQJWKHQLQJ�RI�WKH�(XURSHDQ�8QLRQ��WKH�GLUHFWLRQ�WKH�UHVWUXFWXULQJ�VKRXOG�WDNH�
UHPDLQV�SUREOHPDWLF��:KLOH�VRPH�DUJXH�IRU�DQ�H[WHQVLRQ�RI�WKH�¿VFDO�SRZHUV�
RI� µ%UXVVHOV¶�� RWKHUV�DUJXH� WKDW� WKH�SUHVHQW� LQVWLWXWLRQDO� VHW�XS� LV� SURSHU�DQG�
WKDW�WKH�¿VFDO�SROLF\�IUDPHZRUN�VKRXOG�VROHO\�EH�WKH�EXVLQHVV�RI�PHPEHU�VWDWHV�
�0FND\���������6RPH�FRPPHQWDWRUV�DUJXH� WKDW� WKH�PRQHWDU\�XQLRQ� LV�QRW� LQ�
QHHG�RI�DQ\�FHQWUDO�¿VFDO�FRRUGLQDWLRQ�DFURVV�PHPEHU�VWDWHV��RU�DW�OHDVW�RI�OHVV�
FRRUGLQDWLRQ�WKDQ�DW�SUHVHQW��$QRWKHU�JURXS�UHFRPPHQGV�LPSURYHPHQWV�LQ�WKH�
TXDOLW\�RI� WKH�¿VFDO�SROLF\�SURFHVV�DQG�¿VFDO� LQVWLWXWLRQV�DFURVV� WKH�(8��DV�D�
SURPLVLQJ�ZD\�WR�LPSURYH�¿VFDO�SROLF\�JRYHUQDQFH�LQ�WKH�(8�

7KDW� WKH� GHEDWH� LV� IDU� IURP� FRQFOXVLYH� LV� QRW� VXUSULVLQJ��%RUGR�� -RQXQJ� DQG�
0DUNLHZLF]����������KDYH�DUJXHG�WKDW�WKH�³HXUR�DUHD�LV�WKH�¿UVW�PRQHWDU\�XQLRQ�
ZKHUH�PRQHWDU\� SROLF\� LV� VHW� XS� DW� WKH� FHQWUDO� �(XURSHDQ�� OHYHO� ZKLOH� ¿VFDO�
SROLF\�LV�FDUULHG�RXW�DW�WKH�VXE�FHQWUDO��QDWLRQDO��OHYHOV´��7KXV��LW�LV�HYLGHQW�WKDW�
WKHUH�LV�KDUGO\�DQ\�WHVWDEOH�LQVWLWXWLRQDO�VHW�XS�ZKLFK�FDQ�UHVFXH�WKH�HXUR�]RQH�
IURP�WKH�HFRQRPLF�GROGUXPV�

Lessons West Africa Can Learn from the European Common 
Currency

$V�PHQWLRQHG� HDUOLHU�� WKH�$IULFDQ�8QLRQ� DQG� WKH�PDMRULW\� RI�$IULFDQ� UHJLRQDO�
LQWHJUDWLRQ�DUUDQJHPHQWV�H[SOLFLWO\�DLP�DW�PRQHWDU\�XQLRQ�DV�SDUW�RI� WKH�¿QDO�
GHVWLQDWLRQ�RI�LQWHJUDWLRQ��7KH�$EXMD�7UHDW\�RI�������FDOOHG�IRU�WKH�HVWDEOLVKPHQW�
RI�WKH�$IULFDQ�(FRQRPLF�&RPPXQLW\�E\�������7KH�7UHDW\�HQYLVDJHV�DQ�$IULFDQ�
FHQWUDO�EDQN��D�FRPPRQ�FXUUHQF\��FRPSOHWH�PRELOLW\�RI�SURGXFWLRQ�IDFWRUV�DQG�
IUHH�WUDGH�LQ�JRRGV�DQG�VHUYLFHV�LQ�WKH�FRPPXQLW\��,Q�WKH�FDVH�RI�(&2:$6��D�
URDGPDS�H[LVWV�WKDW�HQYLVDJHV�FRPSUHKHQVLYH�PRQHWDU\�XQLRQ��LQFRUSRUDWLQJ�D�
VLQJOH�FXUUHQF\�DQG�D�UHJLRQDO�FHQWUDO�EDQN�LQ������

,Q� WKHLU� VWXG\� RI� D� VLQJOH� FXUUHQF\� LQ�$IULFD�� 0DVVRQ� DQG� 3DWWLOOR� ����������
UHDFKHG�VHYHUDO�FRQFOXVLRQV�RQ� WKH�EHQH¿WV�RI�D�FRPPRQ�FXUUHQF\� LQ�$IULFD�
YLV�j�YLV�WKH�HXUR�DUHD��)LUVW��WKH\�DUJXHG�WKDW�VLQFH�HXUR�DUHD�FRXQWULHV�KDYH�
EHWWHU� FRPPXQLFDWLRQ� DQG� WUDQVSRUWDWLRQ� OLQNV� WKDQ�$IULFDQ� FRXQWULHV��$IULFD�
cannot expect the same gains from economies of scale and reduction of 
WUDQVDFWLRQ�FRVWV��HYHQ� LQ�SURSRUWLRQ� WR� LWV�HFRQRPLF�VL]H�� WKDW� UHVXOWHG� IURP�
(XURSHDQ�PRQHWDU\�XQLRQ��6HFRQG��FRQVLGHULQJ�WKH�IDFW�WKDW�$IULFDQ�FRXQWULHV�
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DUH�KLJKO\�VSHFLDOL]HG��WKH\�VXIIHU�JUHDWO\�LQ�WHUPV�RI�WUDGH�VKRFNV��ZKLFK�RIWHQ�
GR�QRW�LQYROYH�WKH�VDPH�FRPPRGLWLHV�DQG�KHQFH�GR�QRW�PRYH�WRJHWKHU��7KLUG��
HYHQ�WKRXJK�ODERU�PRELOLW\�LQ�VRPH�$IULFDQ�UHJLRQV�LV�KLJKHU�WKDQ�LQ�(XURSH��LW�
LV�VWLOO�OLPLWHG�DQG�SROLWLFDOO\�VHQVLWLYH��/DVWO\��WKHUH�LV�D�FRQVSLFXRXV�DEVHQFH�RI�
LQWUD�$IULFDQ�¿VFDO�WUDQVIHUV��,Q�:HVW�$IULFD��QR�RI¿FLDO�¿VFDO�WUDQVIHU�PHFKDQLVP�
H[LVWV�LQ�WKH�UHJLRQ��H[FHSW�IRU�VRPH�RI¿FLDO�DQG�PLOLWDU\�DLG�SURYLGHG�E\�1LJHULD�
WR�VRPH�RWKHU�FRXQWULHV�LQ�WKH�UHJLRQ��,W�LV�HVVHQWLDO�WKDW�WKLV�LVVXH�LV�DGGUHVVHG�
EHIRUH�WKH�FRPPHQFHPHQW�RI�WKH�FRPPRQ�FXUUHQF\�UHJLPH��

0RVW� DQDO\VWV� DJUHH�� WKDW� WKH� GHVLUH� IRU� DQG� FRQFHSWLRQ� RI� PRQHWDU\� XQLRQ�
LQ� $IULFD� KDV� VWURQJO\� EHHQ� LQÀXHQFHG� E\� (XURSH¶V� LQWHJUDWLRQ� H[SHULHQFH�
DQG�WKH�HYHQWXDO� LQWURGXFWLRQ�RI�WKH�HXUR��7KH�LQLWLDO�VXFFHVV�RI�WKH�HXUR�KDV�
VHUYHG�DV�D�UROH�PRGHO�WKDW�FDQ�EH�UHSOLFDWHG�LQ�$IULFD�WR�UHDS�WKH�EHQH¿WV�RI�
D� VLQJOH� FXUUHQF\�� HQFDSVXODWHG� LQ� WKH� VSHFLDO� FRQWULEXWLRQ� LW�PDNHV� WR� WUDGH�
DQG�LQYHVWPHQW��$SDUW�IURP�WKH�HOLPLQDWLRQ�RI�WKH�FXPEHUVRPHQHVV�RI�FXUUHQF\�
FRQYHUVLRQ�DQG�YDULDWLRQ�LQ�WKH�QRPLQDO�H[FKDQJH�UDWH��D�FRPPRQ�FXUUHQF\��LW�LV�
DUJXHG��ZRXOG�SURYLGH�LPPHQVH�EHQH¿WV�IRU�WUDGH�FUHDWLRQ�DQG�PLFUR�HFRQRPLF�
VWDELOLW\��0F&DUWK\���������+RZHYHU��WKH�VRYHUHLJQ�GHEW�FULVLV�LQ�WKH�HXUR�]RQH�
KDV�SHUVXDGHG�REVHUYHUV� WR�PRYH�DZD\�IURP�WKH� µIDOODF\�RI� WUDQVSRVLWLRQ�¶� WR�
consider the salient lessons about the shortcomings in the architecture of the 
]RQH�

7KH� ¿UVW� OHVVRQ� WKDW� WKH� (XURSHDQ� FRPPRQ� FXUUHQF\� RIIHUV�:HVW�$IULFD�� LV�
WKH�QHHG� IRU�D� IHDVLEOH�VSDFH� WR�GHYHORS�DQ�HFRQRPLF�XQLRQ��7KH�(8�H[SH-
ULHQFH�FOHDUO\�XQGHUVFRUHV�WKH�QHHG�WR�EXLOG�FRQVHQVXV�EHWZHHQ�SROLWLFDO�DQG�
HFRQRPLF�IDFWRUV��DV�ZHOO�DV�DPRQJVW�YDULRXV�DFWRUV�LQ�WKH�SURMHFW�RI�UHJLRQDOL-
]DWLRQ��:LWKLQ�WKLV�FRQWH[W��QRW�MXVW�SROLWLFLDQV�DUH�H[SHFWHG�WR�SXVK�IRU�PRQHWDU\�
LQWHJUDWLRQ�� EXW� DOVR� WKH� DFWLYH� LQYROYHPHQW� RI� GLIIHUHQW� OREE\� JURXSV� VXFK�
DV� HPSOR\HUV¶� DVVRFLDWLRQV�� WKH�PHGLD�� ODERU� XQLRQV�� VWXGHQWV� DQG� RWKHUV� LV�
UHTXLUHG��7KH�LQYROYHPHQW�DQG�FRPPLWPHQW�RI�GLIIHUHQW�DFWRUV�DQG�SROLWLFDO�LQVWL-
WXWLRQV�DW�WKH�ORFDO�DQG�UHJLRQDO�OHYHO�UHPDLQV�WKH�NH\�IDFWRU�WRZDUGV�DFKLHYLQJ�
DQ� LQWHJUDWHG�FXUUHQF\�PDUNHW��DV�GHPRQVWUDWHG� LQ� WKH�(8��)XUWKHUPRUH�� WKH�
UROH�RI�SROLWLFDO�OHDGHUVKLS�DQG�VWURQJ�LQVWLWXWLRQV�UHPDLQV�SLYRWDO�LQ�WKLV�SURFHVV��

7KH� VHFRQG� OHVVRQ�� HPDQDWLQJ� SULPDULO\� IURP� WKH� FULVLV�� LV� WKH� QHHG� WR� JR�
EH\RQG� PDFURHFRQRPLF� REMHFWLYHV� ZKHQ� FRQVWUXFWLQJ� D� FRPPRQ� FXUUHQF\��
7KH�FULVLV�KDV�DPSO\�GHPRQVWUDWHG�WKDW�PDFURHFRQRPLF�LQGLFDWRUV�VXFK�DV�WKH�
UDWH� RI� LQÀDWLRQ�� FXUUHQW� DFFRXQW� EDODQFHV� DQG� JRYHUQPHQW� EXGJHW� GH¿FLWV� ��
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WKRXJK�EHLQJ�LPSRUWDQW�SUHFRQGLWLRQV�IRU�D�FRPPRQ�FXUUHQF\���DUH�QRW�HQRXJK��
0DFURHFRQRPLF�FRQYHUJHQFH��LQ�(XURSH��WKH�PHHWLQJ�RI�WKH�0DDVWULFKW�FULWHULD��
DW�WKH�SRLQW�RI�HQWU\�LQWR�WKH�PRQHWDU\�XQLRQ�LV�QRW�VXI¿FLHQW�WR�HQVXUH�VXFFHVV��
7KH�FULVLV�KDV� WKXV� WXUQHG� WKH�VSRWOLJKW�RQ�RWKHU� IDFWRUV� ��VXFK�DV�GLVFLSOLQH��
WUDQVSDUHQF\��SROLWLFDO�FRPPLWPHQW�DQG�D�QXPEHU�RI�RWKHUV��� WKDW�QHHG�WR�EH�
FRQVLGHUHG�ZKHQ�PRQHWDU\�XQLRQ� LV� LQFOXGHG� LQ� UHJLRQDO� LQWHJUDWLRQ�SODQQLQJ�
�0F&DUWK\��������

7KH� WKLUG� OHVVRQ�� UHODWHG� WR� WKH�SUHFHGLQJ�� LV� WKH�FKDOOHQJHV�DVVRFLDWHG�ZLWK�
EULQJLQJ� GLVSDUDWH� HFRQRPLHV� WRJHWKHU� WR� IRUP� D� FRPPRQ� FXUUHQF\�� 7KH�
HXUR�]RQH�FULVLV�GHPRQVWUDWHV� WKDW�DOWKRXJK�PDFURHFRQRPLF�FRQYHUJHQFH� LV�
GHVLUDEOH�� HFRQRPLF� FRQYHUJHQFH� LV� HTXDOO\� LPSRUWDQW�� ,I� D� PRQHWDU\� XQLRQ�
EULQJV�WRJHWKHU�D�QXPEHU�RI�GLVSDUDWH�HFRQRPLHV��ZKLFK�DUH�FKDUDFWHUL]HG�E\�
ODUJH�GLIIHUHQFHV�LQ�FRPSHWLWLYHQHVV��WKLV�FRXOG�EH�DQ�DOEDWURVV�DURXQG�WKH�QHFN�
RI�WKH�PRQHWDU\�XQLRQ��+HUH��LW�LV�LPSHUDWLYH�WR�QRWH�WKDW�WKH�URRW�FDXVH�RI�WKH�
HXUR¶V�SUREOHPV�LV�WKDW�WKH�HXUR�]RQH�FRYHUV�D�JURXS�RI�GLVSDUDWH�HFRQRPLHV��
RSHUDWLQJ� DW� VXEVWDQWLDOO\� GLIIHUHQW� OHYHOV� RI� FRPSHWLWLYHQHVV�� 7KH� IRUPHU�
SUHVLGHQW�RI�)UDQFH��1LFRODV�6DUNR]\��DFNQRZOHGJHG� WKLV�FKDOOHQJH�ZKHQ�KH�
remarked that « there can be no common currency without economic conver-
gence without which the euro will be too strong for some, too weak for others, 
and the euro zone will break up » �%UHPQHU������������6LPLODUO\��D�)LQDQFLDO�
7LPHV� FROXPQLVW� DSWO\� FDSWXUHG� WKH� VLWXDWLRQ�� ´7RGD\¶V� FULVLV� LV� VWUXFWXUDO��
VWHPPLQJ�IURP�HXUR¶V�ÀDZHG�GHVLJQ�DQG�SDUWLFXODUO\�WKH�PLVJXLGHG�QRWLRQ�WKDW�D�
FRPPRQ�PRQHWDU\�SROLF\�ZRXOG�ZRUN�ZLWKRXW�LQWHJUDWLRQ�RI�RWKHU�SROLFLHV�±�DQG�
QRW�MXVW�¿VFDO�SROLF\«ODVKLQJ����GLVSDUDWH�HFRQRPLHV�WRJHWKHU�PRQHWDULO\�DQG�
H[SHFWLQJ�WKHP�WR�PDUFK�LQ�VWHS�LV�OXGLFURXV´��5DWWQHU������������

,Q� (&2:$6�� WKH� GLVSDULW\� FUHDWHG� E\� 1LJHULD�� DV� D� PXFK� ODUJHU� HFRQRP\��
ZLOO� KDYH� VHULRXV� LPSOLFDWLRQV� IRU� PRQHWDU\� XQLRQ�� 0RUHRYHU�� DV� D� PDMRU� RLO�
H[SRUWHU�� 1LJHULD¶V� HFRQRP\� GLIIHUV� JUHDWO\� IURP� LWV� QHLJKERUV�� ZKLFK� H[SRUW�
GLIIHUHQW�SULPDU\�FRPPRGLWLHV�DQG�DUH�WKXV�VXEMHFW�WR�GLIIHUHQW�VKRFNV��0DVVRQ�
DQG�3DWWLOOR�� ����������7KH� LPSRUWDQFH�DQG� LQÀXHQFH�RI� WKH�FRQWLQHQW¶V�PRVW�
SRSXORXV�QDWLRQ�FDQ�QRW�EH�XQGHU�HVWLPDWHG��'HVSLWH�1LJHULD¶V�GHPRJUDSKLF�
DQG�HFRQRPLF�GRPLQDQFH�LQ�WKH�]RQH��WKH�FRXQWU\�VWLOO�¿QGV�LW�GLI¿FXOW�WR�PHHW�WKH�
KDUPRQL]DWLRQ�FRQYHUJHQFH�FULWHULD��OHW�DORQH�SXVKLQJ�RWKHU�PHPEHU�FRXQWULHV�
WR�FRPSO\�ZLWK�LW��7KH�QXPHURXV�FRQÀLFWV�IDFLQJ�WKH�FRXQWU\��DV�ZHOO�DV�ZHDN�
JRYHUQDQFH�VWUXFWXUHV�KDYH�PHDQW�WKDW�WKH�FRXQWU\�KDV�QRW�EHHQ�DEOH�WR�OHDG�E\�
H[DPSOH��8QOLNH�WKH�HXUR�]RQH�ZKHUH�FRXQWULHV�OLNH�*HUPDQ\�VHUYH�DV�PHQWRUV�

http://dict.leo.org/ende/index_de.html%23/search=around&searchLoc=0&resultOrder=basic&multiwordShowSingle=on
http://dict.leo.org/ende/index_de.html%23/search=the&searchLoc=0&resultOrder=basic&multiwordShowSingle=on
http://dict.leo.org/ende/index_de.html%23/search=neck&searchLoc=0&resultOrder=basic&multiwordShowSingle=on
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WR�PLQRU�RQHV�� OLNH�3RUWXJDO�� WKH�VKDN\�QDWXUH�RI�DOPRVW�DOO�HFRQRPLHV� LQ�WKH�
:$0=�GRHV�QRW�ERGH�ZHOO��6RPHG��������

7KH�IRXUWK�OHVVRQ�UHODWHV�WR�WKH�QHHG�IRU�PRUH�¿VFDO�DQG�HFRQRPLF�LQWHJUDWLRQ��
7KLV�UHTXLUHV�PHPEHU�FRXQWULHV�WR�JLYH�XS�D�VLJQL¿FDQW�DPRXQW�RI�VRYHUHLJQW\�
�1RUULV���������$V�PHQWLRQHG�LQ�WKH�LQWURGXFWLRQ��WKH�(XURSHDQ�(FRQRPLF�DQG�
0RQHWDU\�8QLRQ�VXIIHU�IURP�VWUXFWXUDO�ZHDNQHVVHV��81(&$��������SRVLWHG�WKDW�
WKH�FULVLV� LQ� WKH�HXUR�]RQH�KDV�EHHQ�EURXJKW�DERXW�E\�YDULRXV�GLVFUHSDQFLHV�
LQ� WKH� VWUXFWXUH� RI� WKH�PRQHWDU\� XQLRQ�� 7KH� FULVLV� KDV� VLJQL¿FDQWO\� UHYHDOHG�
WKH� FKDOOHQJHV�RI� WKH�(XURSHDQ�8QLRQ¶V� VXL� JHQHULV� SROLWLFDO� VWDWXV��ZKLFK� LV�
QR� ORQJHU�D�PHUH�DVVHPEODJH�RI�QDWLRQ�VWDWHV��\HW� LV�DOVR�QRW�D� IXOO\�ÀHGJHG�
IHGHUDO� HQWLW\�� 1R�PRQHWDU\� XQLRQ� KDV� HYHU� VXFFHHGHG�ZLWKRXW� D� FRQFXUUHQW�
SROLWLFDO�XQLRQ��LQFOXGLQJ�¿VFDO�FRQVROLGDWLRQ��+RZHYHU��WKH�(XURSHDQ�0RQHWDU\�
8QLRQ�UHPDLQV�D�FHQWUDOL]HG�PRQHWDU\�DXWKRULW\��ZLWKRXW�¿VFDO�FDSDFLW\��,W�KDV�
RQO\�D�UHODWLYHO\�ZHDN�VHW�RI�SROLWLFDO�LQVWLWXWLRQV�DQG�LGHQWLWLHV��PDNLQJ�LWV�RSHUD-
WLRQV�DQG�VXUYLYDO�GLI¿FXOW��,Q�RUGHU�WR�DYRLG�VXFK�FRQVHTXHQFHV�LQ�:HVW�$IULFD��
UHJLRQDO�LQWHJUDWLRQ�DUUDQJHPHQWV�VKRXOG�VWULYH�WR�HVWDEOLVK�D�VLQJOH�¿VFDO�SROLF\��
DV�ZHOO�DV�D�VLQJOH�PRQHWDU\�SROLF\��+RZHYHU��VXFK�D�WDVN�LV�GDXQWLQJ��FRQVL-
GHULQJ� WKH� IDFW� WKDW� WKH� UHJLRQ� HQFRPSDVVHV� FRXQWULHV�ZLWK� GLYHUVH� SROLWLFDO��
HFRQRPLF�DQG�VRFLDO�EDFNJURXQGV��(VWDEOLVKLQJ�VXFK�D�SROLF\�UHTXLUHV�JUHDWHU�
SROLWLFDO�ZLOO�DQG�SROLF\�FRRUGLQDWLRQ�DPRQJ�LQGLYLGXDO�FRXQWULHV��-XVW�OLNH�PRVW�
(XURSHDQ�PHPEHU�6WDWHV��WKH�OHDGHUV�RI�$IULFDQ�FRXQWULHV�ZLOO�ZDQW�WR�PDLQWDLQ�
WKHLU�VRYHUHLJQW\��81(&$��������

7KH�¿IWK�OHVVRQ�UHODWHV�WR�WKH�QHHG�WR�FRQWLQXDOO\�UHYLHZ�DQG�XSGDWH�SROLWLFDO�LQVWL-
WXWLRQV�DQG�HTXLS�WKHP�ZLWK�PHFKDQLVPV�WR�HDVH�IXWXUH�¿QDQFLDO�DQG�HFRQRPLF�
FULVHV��$V�5REHUW�6FKXPDQ�DSWO\�QRWHG�DW�WKH�FUHDWLRQ�RI�WKH�(XURSHDQ�8QLRQ�
LQ�������³(XURSH�ZLOO�QRW�EH�PDGH�DOO�DW�RQFH��RU�DFFRUGLQJ�WR�D�VLQJOH��JHQHUDO�
SODQ��,W�ZLOO�EH�EXLOW�WKURXJK�FRQFUHWH�DFKLHYHPHQWV��ZKLFK�ZLOO�FUHDWH�D�GH�IDFWR�
VROLGDULW\´��6FKXPDQ�����������7KH�KLVWRU\�RI�WKH�(XURSHDQ�8QLRQ�GHPRQVWUDWHV�
WKDW�PRVW�FULVHV�KDYH� OHG� WR� IXUWKHU� LQWHJUDWLRQ��7KXV�� LW� LV� OLNHO\� WKDW� WKURXJK�
SROLWLFDO�ZLOO�DQG�FUHDWLYLW\��GHFLVLYH�LQQRYDWLRQ�ZLOO�KHOS�VDOYDJH�WKH�FULVLV�IDFLQJ�
WKH�HXUR�]RQH��

The last lesson emanating from the experience of the European common 
FXUUHQF\� LV� WKH� LPSRUWDQFH� RI� FROODERUDWLRQ� DQG� WKH� EXLOGLQJ� RI� FRKHVLRQ�
EHWZHHQ�PHPEHU�VWDWHV��7KH�H[SHULHQFH�RI� WKH�(XURSHDQ�8QLRQ�VKRZV� WKDW�
WKRXJK�UHJLRQDO� LQWHJUDWLRQ�DUUDQJHPHQWV�DUH�¿UVW�DQG�IRUHPRVW�PRWLYDWHG�E\�
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SROLWLFDO� REMHFWLYHV�� WKH\� DUH� SULPDULO\� FRQVWUXFWHG� XVLQJ� HFRQRPLF� EXLOGLQJ�
EORFNV��$OWKRXJK�WKH�ORJLF�RI�WKH�WKUHH�GRPLQDQW�IDFWRUV���HFRQRPLF��SROLWLFDO�DQG�
OHJDO� �� LQ�FRQVWUXFWLQJ� WKH�(XURSHDQ�0RQHWDU\�8QLRQ� LV� LQKHUHQWO\�GLVWLQFWLYH��
WKH\�LQWHUDFW�ZLWK�DQG�HYHQ�LQÀXHQFH�HDFK�RWKHU��,W�LV�LPSHUDWLYH�WKDW�SROLWLFLDQV�
DQG�SROLF\�PDNHUV�GHDO�ZLWK�WKH�ORVV�RI�SROLF\�VSDFH��ZKHWKHU�HFRQRPLF��VRFLDO�
RU�SROLWLFDO��ZKLFK�UHVXOWV��,Q�(XURSH��WKLV�IDFW�KDV�ORQJ�EHHQ�DFFHSWHG��DV�WKHUH�
LV�D�ZLGH�DJUHHPHQW� WKDW� WKH�FXUUHQW�SUREOHPV�RI� WKH�HXUR�]RQH�ZLOO�KDYH� WR�
EH�VROYHG� LQ� WKH�SROLWLFDO�GRPDLQ��0F&DUWK\� �������RSLQHG� WKDW� LQ�$IULFD�� LW� LV�
LPSRUWDQW�WR�¿QG�RXW�LI�$IULFDQ�SROLWLFDO�OHDGHUV�ZLOO�¿QG�LW�HDVLHU�WR�FRSH�ZLWK�WKH�
FKDOOHQJHV�RI�PRQHWDU\�XQLRQ�DQG�ZKDW�WKLV�UHTXLUHV�LQ�WHUPV�RI�¿VFDO�LQWHJUD-
WLRQ�

Conclusion

'HVSLWH� WKH� UHFHQW� FULVLV� LQ� WKH�HXUR�]RQH��(XURSHDQ� LQWHJUDWLRQ�KDV�EHHQ�D�
UHPDUNDEOH�VXFFHVV�DQG�SURYLGHV�D�PRGHO�RI�OLQHDU�LQWHJUDWLRQ��ZKLFK�LV�FKDUDF-
WHUL]HG� E\� LQFUHPHQWDO�� GHHSHU� LQWHJUDWLRQ�� LQ� SDUDOOHO� ZLWK� WKH� H[SDQVLRQ� RI�
PHPEHUVKLS��7KH�PRYHPHQW�IURP�PRQHWDU\�LQWHJUDWLRQ�WR�PRQHWDU\�XQLRQ�DQG�
D�VLQJOH�FXUUHQF\��KDV�GHPRQVWUDWHG�WKH�UHVLOLHQW�VWUXFWXUHV�SXW�LQ�SODFH�E\�WKH�
(XURSHDQ�8QLRQ����\HDUV�DJR��7KH�TXHVWLRQ��DV�LW�UHODWHV�WR�WKLV�EDFNJURXQG�
SDSHU�� LV�ZKDW� OHVVRQV� WKH�:HVW�$IULFDQ� VXE�UHJLRQ� FDQ� OHDUQ� IURP� WKH�(8¶V�
H[SHULHQFH�LQ�FRQVWUXFWLQJ�D�PRQHWDU\�XQLRQ�DQG�WKH�LQWURGXFWLRQ�RI�D�FRPPRQ�
FXUUHQF\"�

+RZHYHU�� DQ� LPSRUWDQW� SRLQW� WR� QRWH� LV� WKDW� LW� WRRN�DERXW� ��� \HDUV�� IURP� WKH�
VLJQLQJ�RI�WKH�(XURSHDQ�&RDO�DQG�6WHHO�&RPPXQLW\�7UHDW\�LQ�������IRU�(XURSH�
WR� DFKLHYH� WKH� LQWURGXFWLRQ� RI� WKH� HXUR��0HDQZKLOH�� WKH� SRVVLELOLW\� RI� GHHSHU�
HFRQRPLF�DQG�¿QDQFLDO�LQWHJUDWLRQ�LQ�$IULFD��HVSHFLDOO\�LQ�WKH�:HVW�$IULFDQ�VXE�
UHJLRQ��KDV�FRQWLQXHG�WR�JHQHUDWH�ERWK�DFDGHPLF�DQG�SROLF\�LQWHUHVW��ERWK�ZLWKLQ�
DQG�RXWVLGH�WKH�FRQWLQHQW��

,W�LV�WKHUHIRUH�FOHDU�IURP�WKH�GLVFXVVLRQ�LQ�WKLV�SDSHU�WKDW�HYHQ�WKRXJK�(&2:$6�
LV�DW�D�GLIIHUHQW�VWDJH�RI� LQWHJUDWLRQ�� WKH�(XURSHDQ�8QLRQ¶V�FRPPRQ�FXUUHQF\�
DQG�WKH�RQJRLQJ�FULVLV�LQ�WKH�HXUR�]RQH�RIIHU�LQYDOXDEOH�H[SHULHQFHV�IRU�:HVW�
$IULFD�RQ�LWV�PDUFK�WR�PRQHWDU\�LQWHJUDWLRQ��7KH�VWXG\�KDV�EURXJKW�WR�WKH�IRUH�
D�QXPEHU�RI� OHVVRQV�:HVW�$IULFD�FDQ� OHDUQ� IURP� WKH�(8¶V�FRPPRQ�FXUUHQF\�
DQG�WKH�RQJRLQJ�FULVLV��7KH�SDSHU�LGHQWL¿HV�WKH�QHHG�IRU�VWURQJ�DQG�FRPPLWWHG�
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leadership and a credible space for dialogue among the different actors in the 
UHJLRQDOL]LQJ� SURFHVV�� ,W� DOVR� KLJKOLJKWV� WKH� LPSRUWDQFH� RI� EXLOGLQJ� UHVLOLHQW�
DQG�LQQRYDWLYH�VWUXFWXUHV�WR�DGGUHVV�XQIRUHVHHQ�FULVHV��6XFK�VWUXFWXUHV�PXVW�
WDNH�FRJQL]DQFH�RI�WKH�RIWHQ�FRQWUDGLFWRU\�LQWHUDFWLRQ�EHWZHHQ�WKH�HFRQRPLF��
SROLWLFDO�DQG� OHJDO�HOHPHQWV�RI� WKH� LQWHJUDWLRQ�SURFHVV��6LPLODUO\�� WKHVH�VWUXF-
WXUHV�DUH�H[SHFWHG�WR�DGGUHVV�DV\PPHWULHV�LQ�WKH�ORJLF�RI�SROLWLFDO�GLVFRXUVH��
ZKLFK�DUH�QRW�UHVWULFWHG�WR�WKH�HFRQRP\��EXW�DOVR�DIIHFW�WKH�SROLWLFDO�DQG�OHJDO�
HOHPHQWV�ZKLFK�PDQLIHVW�ERWK�DW�WKH�ORFDO�DQG�UHJLRQDO� OHYHOV��7KH�(XURSHDQ�
8QLRQ¶V� H[SHULHQFH� FOHDUO\� VKRZV� WKDW� UHJLRQDO� LQWHJUDWLRQ� SURFHVVHV�� VWUXF-
WXUHV�DQG�PDQGDWHV�DUH�QRW�JLYHQ�DQG�VWDWLF�DQG�WKHUHIRUH�PXVW�FRQWLQXRXVO\�
EH�DVVHVVHG�LQ�OLJKW�RI�WKH�LQWHJUDWLRQ�H[SHULHQFH��7KHUHIRUH��GHFLVLYH�SROLWLFDO�
OHDGHUVKLS�LV�QHHGHG�WR�UHVSRQG�WR�WKH�XSV�DQG�GRZQV�RI�D�PRQHWDU\�XQLRQ��



The European Experience of a Common Currency: Lessons Learned

156

References

$GDP��0��$���$J\DSRQJ�� '� DQG�1XPDSDX�� (�*��� ������ '\QDPLF�0DFURHFR-
QRPLF�&RQYHUJHQFH�LQ�:$0=��International Business and Management.��������
SS��������

$J\DSRQJ��'��� ������7KH�(XUR]RQH�&XUUHQF\�&ULVLV��$� /HVVRQ� IRU� WKH�:HVt 
Africa Monetary Zone. $VLDQ�-RXUQDO�RI�%XVLQHVV�DQG�0DQDJHPHQW�6FLHQFHV��
�������SS�������

$QJHOLQL��3��DQG�/LSSL��)���������'LG�SULFHV� UHDOO\�VRDU�DIWHU�(XUR�FDVK�FKDQ-
JHRYHU"� (YLGHQFH� IURP� $70� ZLWKGUDZDOV�� International Journal of Central 
Banking��������SS������

%DUWUDP��0��6�DQG�.DURO\L��.��$��������7KH� ,PSDFW�RI� WKH� ,QWURGXFWLRQ�RI� WKH�
(XUR�RQ�)RUHLJQ�([FKDQJH�5DWH�5LVN�([SRVXUHV��Journal of Empirical Finance 
����SS����±�����

%RUGR��0��'���-RQXQJ��/��DQG�0DUNLHZLF]��$���������A Fiscal Union for the Euro: 
Some Lessons from History. 1%(5�:RUNLQJ�3DSHU��������&DPEULGJH��0$��1%(5�

%UHPQHU��&���������6DUNR]\�DQG�0HUNHO�GHPDQG�5HODXQFK�RI�(XURSHDQ�,GHDO�
ZLWK�µ7UHDW\�RI�6ROLGDULW\¶��London Times����'HFHPEHU��������SS����

%ULV��$��DQG�0LFROD��5��$���������Separated by a Common Currency? Evidence 
from the Euro Changeover 0DUFK���������

&KLQWUDNDUQ�� 3��� ������ (VWLPDWLQJ� WKH�(XUR�(IIHFWV� RQ�7UDGH�ZLWK�3URSHQVLW\�
6FRUH�0DWFKLQJ��Review of International Economics���������SS���������

&KXNX��$��&���������7KH�3URSRVHG�(FR��6KRXOG�:HVW�$IULFD�3URFHHG�:LWK�D�
&RPPRQ�&XUUHQF\"�3DSHU�SUHVHQWHG�DW�WKH�Conference on Economic Develop-
ment in Africa�DW�WKH�&HQWUH�IRU�WKH�6WXG\�RI�$IULFDQ�(FRQRPLHV��&6$(��2[IRUG��
2[IRUG�8QLYHUVLW\��������0DUFK������

&RHXUGDFLHU�� 1� DQG� 0DUWLQ�� 3��� ������ 7KH� *HRJUDSK\� RI� $VVHW� 7UDGH� DQG�
WKH�(XUR�� ,QVLGHUV� DQG�2XWVLGHUV��Journal of the Japanese and International 
Economies��������SS��������



Terhemba Ambe-Uva

157

'RPLQJXH]��.��0��(���������7KH�(XURSHDQ�&HQWUDO�%DQN��WKH�(XUR��DQG�*OREDO�
)LQDQFLDO�0DUNHWV��The Journal of Economic Perspectives���������SS��������

(NRQJ��&��1��DQG�2Q\H��.��8���������2Q�WKH�)HDVLELOLW\�RI�D�&RPPRQ�&XUUHQF\�
LQ�:HVW�$IULFD��(YLGHQFH�IURP�D�0XOWLYDULDWH�6WUXFWXUDO�9$5��Current Research 
Journal of Economic Theory�������SS���������

(8��������The Maastricht Treaty: Treaty on European Union.�>SGI@�$YDLODEOH�DW�
�KWWS���ZZZ�HXURWUHDWLHV�FRP�PDDVWULFKWHX�SGI!�>$FFHVVHG���)HEUXDU\������@�

(8�)DFWV��������European Monetary System. >SGI@�$YDLODEOH�DW���KWWS���ZZZ�
FLYLWDV�RUJ�XN�HXIDFWV�)6(&21�(&��KWP!�>$FFHVVHG����$XJXVW�����@�

(XURSHDQ�(FRQRP\��������The EU’s Response to Support the Real Economy 
During the Economic Crisis: An Overview of Member States’ Recovery 
Measures. 2FFDVLRQDO� 3DSHUV� ���� %UXVVHOV�� (XURSHDQ� &RPPLVVLRQ�� '*�
(&),1��-XO\������

)UDQNHO��-��DQG�$QGUHZ��5���������$Q�(VWLPDWH�RI�WKH�(IIHFW�RI�&RPPRQ�&XUUHQ-
FLHV�RQ�7UDGH�DQG�,QFRPH��Quarterly Journal of Economics��0D\������

)ULWVFKH��8���/HLQ��6��DQG�:HEHU��6���������Do Prices in the EMU Converge 
(Non-linearly)? '(3�'LVFXVVLRQ�3DSHUV���������0DFURHFRQRPLFV�DQG�)LQDQFH�
6HULHV��+DPEXUJ

+lPlOlLQHQ��6���������7KH�6LQJOH�&XUUHQF\�DQG�(XURSHDQ�,QWHJUDWLRQ��6SHHFK�
GHOLYHUHG� DW� WKH� 6HPLQDU� EMU Experience and Prospects - A Small State 
Perspective��,QVWLWXWH�RI�(XURSHDQ�$IIDLUV��'XEOLQ�����2FWREHU������

+HPEUXII�� -��� ������ (XURSHDQ� 6RQ�� 1HROLEHUDO� ,QWHJUDWLRQ�� WKH� (XURSHDQ�
0RQHWDU\�8QLRQ�DQG�WKH�(XURSHDQ�6RYHUHLJQ�'HEW�&ULVHV, Inquiry and Insight, 
������SS������

,0)��������,0)�Survey Supplement on the Fund.�>SGI@�9ROXPH����6HSWHPEHU�
����� $YDLODEOH� DW� �KWWS���ZZZ�LPI�RUJ�H[WHUQDO�SXEV�IW�VXUYH\�VXS�����LQGH[�
KWP!�>$FFHVVHG���-DQXDU\�����@�

http://www.eurotreaties.com/maastrichteu.pdf
http://www.civitas.org.uk/eufacts/FSECON/EC9.htm.%20Accessed%2003%20August%202012
http://www.civitas.org.uk/eufacts/FSECON/EC9.htm.%20Accessed%2003%20August%202012
http://www.imf.org/external/pubs/ft/survey/sup2002/index.htm
http://www.imf.org/external/pubs/ft/survey/sup2002/index.htm


The European Experience of a Common Currency: Lessons Learned

158

.LUNHJDDUG��-��)����������3DLQIXO�(XUR�&ULVLV�DQG�/HVVRQV�IRU�WKH�:RUOG�±�3DUW�,��
>SGI@�<DOH�&HQWHU�IRU�WKH�6WXG\�RI�*OREDOLVDWLRQ��Yale Global Online Magazine. 
$YDLODEOH�DW��KWWS���\DOHJOREDO�\DOH�HGX�FRQWHQW�SDLQIXO�HXUR�FULVLV�DQG�OHVVRQV�
ZRUOG!�>$FFHVVHG����'HFHPEHU�����@�

/DQH��3��5���������*OREDO�%RQG�3RUWIROLRV�DQG�(08��,,,6�'LVFXVVLRQ�3DSHU�1R��
����� 6651�� $YDLODEOH� DW� �KWWS���VVUQ�FRP�DEVWUDFW ������� RU� KWWS���G[�GRL�
RUJ���������VVUQ�������!�>$FFHVVHG����1RYHPEHU������@�

0DVVRQ��3��DQG�7D\ORU��0���������)LVFDO�3ROLF\�ZLWKLQ�&RPPRQ�&XUUHQF\�$UHDV��
Journal of Common Market Studies���������

0DVVRQ��3��DQG�3DWWLOOR��&���������Monetary union in West Africa (ECOWAS) 
- Is it desirable and how could it be achieved? 2FFDVLRQDO� 3DSHU� 1R�� ����
:DVKLQJWRQ��,QWHUQDWLRQDO�0RQHWDU\�)XQG�

0DVVRQ��3�� DQG�3DWWLOOR�&��� ������$�6LQJOH�&XUUHQF\� IRU�$IULFD��Finance and 
Development.�'HFHPEHU�������

0DVVRQ�� 3�� DQG� 3DWWLOOR�� &��� ������ The Monetary Geography of Africa. 
:DVKLQJWRQ��'&��%URRNLQJV�,QVWLWXWLRQ�3UHVV�

0F&DUWK\��&���������7KH�5RDGPDS�WRZDUGV�0RQHWDU\�8QLRQ�LQ�6RXWKHUQ�$IULFD�
±� LV� WKH�(XURSHDQ�H[SHULHQFH�FRPPHQGDEOH�DQG� UHSOLFDEOH"�Third GARNET 
Annual Conference��%RUGHDX[��6HSWHPEHU������

0F&DUWK\�� &��� ������A Comment on the Lessons the Euro Crisis holds for 
African Monetary Integration. 6$'&��7UDGH�/DZ�&HQWUH�

0F.D\��'���������(FRQRPLF�/RJLF�RU�3ROLWLFDO�/RJLF"�(FRQRPLF�WKHRU\��IHGHUDO�
WKHRU\�DQG�(08��Journal of European Public Policy�����SS���������

0XQGHOO��5��$���������$�7KHRU\�RI�2SWLPXP�&XUUHQF\�$UHDV��American Economic 
Review�����SS���������

1L\LUDJLUD��<���������Revised Plan of Single Currency for West Africa. African 
Union Monitor.� >RQOLQH@� $YDLODEOH� DW� �KWWS���ZZZ�SDPED]XND�RUJ�DXPRQLWRU�
FRPPHQWV������!�>$FFHVVHG����6HSWHPEHU������@�

http://yaleglobal.yale.edu/content/painful-euro-crisis-and-lessons-world
http://yaleglobal.yale.edu/content/painful-euro-crisis-and-lessons-world
http://dx.doi.org/10.2139/ssrn.925858
http://dx.doi.org/10.2139/ssrn.925858
mailto:niyves@gmail.com
http://www.pambazuka.org/aumonitor/comments/2421/
http://www.pambazuka.org/aumonitor/comments/2421/


Terhemba Ambe-Uva

159

3HWVDV��,���������Optimum Currency Areas and the European Experience.�1HZ�
-HUVH\��3HDUVRQ�(GXFDWLRQ��,QF�

4XLJJLQ��-���������Zombie Economics: How Dead Ideas Still Walk among Us. 
1HZ�-HUVH\��3ULQFHWRQ�8QLYHUVLW\�3UHVV�

5DWWQHU�� 6��� ������ /RRN� WR�$IULFD� IRU� /HVVRQV� LQ� 6KDULQJ� &XUUHQF\�� London 
Financial Times�����2FWREHU�������

5XVXKX]ZD��7��.���DQG�0DVVRQ��3��5���������Design and Implementation of a 
Common Currency Area in the East African Community.�:RUNLQJ�3DSHU������
8QLYHUVLW\�RI�7RURQWR�'HSDUWPHQW�RI�(FRQRPLFV�

6NUHNDV��1���������*UHHN�*'3�5HYLVHG�'RZQ��Wall Street Journal.�$YDLODEOH�
DW��KWWS���RQOLQH�ZVM�FRP�DUWLFOH�6%�����������������������������������
�������KWPO!�>$FFHVVHG�����������@��

6RPHG��0���������Euro’s Lessons For the Eco – WAMZ on High Alert��>RQOLQH@
$YDLODEOH� DW�� �KWWS���ZZZ�JKDQDEL]PHGLD�FRP�JKDQDEL]PHGLD�PDUFK������
EDQNLQJ�D�¿QDQFH�����HXURV�OHVVRQV�IRU�WKH�HFR��ZDP]�RQ�KLJK�DOHUW�KWPO�!�
>$FFHVVHG����)HEUXDU\�����@�

7VDQJDULGHV��&��DQG�4XUHVKL��0���������0RQHWDU\�8QLRQ�0HPEHUVKLS�LQ�:HVW�
$IULFD��$�&OXVWHU�$QDO\VLV��World Development����������SS�����������

81(&$�� ������&RPPRQ�&XUUHQF\��:K\� HYHQWV� LQ� (XURSH� VKRXOG� QRW� GHUDLO�
DWWHPSWV�WR�IRUP�D�VLQJOH�FXUUHQF\�LQ�(DVW�$IULFD��Bulletin of the Sub-regional 
2I¿FH�IRU�(DVWHUQ�$IULFD��652�($��RI�WKH�8QLWHG�1DWLRQV�(FRQRPLF�&RPPLV-
sion for Africa (ECA)��,VVXH�1R����-DQXDU\������

81(&$�$8�� ������ 7KH� ,PSDFW� RI� WKH� (XURSHDQ� 'HEW� &ULVLV� RQ� $IULFD¶V�
(FRQRP\��$�%DFNJURXQG�3DSHU��3UHVHQWHG�DW�WKH�5th Joint Annual Meetings of 
the AU Conference of Ministers of Economy and Finance and ECA Conference 
of African Ministers of Finance, Planning and Economic Development, Addis 
$EDED��(WKLRSLD����±���0DUFK������

http://online.wsj.com/article/SB10001424052748703453804575479162284898390.html
http://online.wsj.com/article/SB10001424052748703453804575479162284898390.html
http://www.ghanabizmedia.com/ghanabizmedia/march-2012-banking-a-finance/574-euros-lessons-for-the-eco--wamz-on-high-alert.html
http://www.ghanabizmedia.com/ghanabizmedia/march-2012-banking-a-finance/574-euros-lessons-for-the-eco--wamz-on-high-alert.html




Paulina Mendes

161

Paulina Mendes

The Experience of Guinea-Bissau’s Integration 
in WAEMU: Lessons for the Euro Zone

Introduction

,QWHUDFWLRQ�EHWZHHQ�DFWRUV�LV�RQH�RI�WKH�SUHFRQGLWLRQV�WR�DFKLHYH�D�SXEOLF�JRRG��
7KLV�FRQGLWLRQ�MXVWL¿HV�WKH�DFWRUV¶�JURXSLQJ�LQ�LQVWLWXWLRQV�VXFK�DV�IDPLO\��FRP-
PXQLW\��VWDWH�DQG� UHJLRQDO�EORFNV�DW� WKH�KLJKHVW� OHYHO� LQ�RUGHU� WR�VDWLVI\� WKHLU�
SROLWLFDO�DQG�RU�HFRQRPLF�LQWHUHVWV��

7KXV��UHJLRQDO� LQWHJUDWLRQ� LV�RQH�RI� WKH�VROXWLRQV�IRXQG�E\�SROLWLFDO� OHDGHUV�RI�
WKLV�WLPH�WR�LQFUHDVH�H[FKDQJH�DQG�WR�SURPRWH�HFRQRPLF�JURZWK�DQG�GHYHORS-
PHQW��7KLV�SHUVSHFWLYH�ZDV�UHLQIRUFHG�E\�HFRQRPLF�LQWHJUDWLRQ�WKHRULVWV��HVSH-
FLDOO\�%DODVVD��������DQG�5REVRQ���������ZKR�SUHVFULEH�WKH�UHJURXSLQJ�RI�GH-
YHORSLQJ�FRXQWULHV�LQWR�HFRQRPLF�UHJLRQDO�EORFNV�WR�KDYH�D�VWURQJHU�SUREDELOLW\�
WR�ZRUN�LQ�FORVH�SROLWLFDO�V\QHUJ\��ZKDW�FRQWULEXWHV�WR�WKH�YDOXH�RI�WKHLU�LQWHUHVWV�
ZLWKLQ�WKH�LQWHUQDWLRQDO�PDUNHW�DQG�WR�LQFUHDVH�WKHLU�FRPSHWLWLYHQHVV�
 
7KH�JURXSLQJ�RI�FRXQWULHV�ZLWK�YDU\LQJ�OHYHOV�RI�GHYHORSPHQW�LQ�UHJLRQDO�EORFNV�
QHHGV�WKH�H[SOLFLW�DQG�YROXQWDU\�FRQVHQW�RI�SDUWLFLSDWLQJ�FRXQWULHV�RQ�WKH�FKDO-
OHQJHV�ZKLFK�RFFXU�ZLWKLQ�WKH�SURFHVV�RI�UHJLRQDO�LQWHJUDWLRQ��7KLV�LQFOXGHV�WKH�
UHVSHFW�RI�VROLGDULW\�SULQFLSOHV�DQG�FRPSHQVDWLRQ�WR�PLWLJDWH�HFRQRPLF�LPEDODQ-
FH�EHWZHHQ�FRXQWULHV�LQ�RUGHU�WR�IRVWHU�UHJLRQDO�LQWHJUDWLRQ�

7KLV�LV�WKH�FDVH��IRU�H[DPSOH��ZLWKLQ�WKH�:HVW�$IULFDQ�(FRQRPLF�DQG�0RQHWDU\�
8QLRQ��:$(08���ZKHUH�D�FRXQWU\�OLNH�,YRU\�&RDVW��ZKLFK�FRYHUV�WKH�ODUJHVW�DQG�
PRVW�GLYHUVH�HFRQRP\�RI�WKH�XQLRQ��VKDUHV�WKH�VDPH�VSDFH�RI�LQWHJUDWLRQ�ZLWK�
*XLQHD�%LVVDX��D�VPDOO�HFRQRP\�ZKLFK�LV�KLJKO\�IRFXVHG�RQ�D�VLQJOH�SURGXFW�
ZKLFK�LV�FDVKHZ�QXWV�
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Guinea-Bissau differs from the rest of the Union’s member countries because it 
LV�WKH�RQO\�FRXQWU\�ZKLFK�KDG�EHHQ�FRORQL]HG�E\�3RUWXJDO�DQG�ZKLFK�ZLWKVWRRG�
IRXJKW�DQ�DUPHG�VWUXJJOH�WKDW�ODVWHG�HOHYHQ�\HDUV���1RWDEO\�DIWHU�LWV�LQGHSHQ-
GHQFH��LW�KDV�H[SHULHQFHG�VXFFHVVLYH�SHULRGV�RI�VRFLR�SROLWLFDO�LQVWDELOLW\��ZKLFK�
KDV�FRQWULEXWHG�WR�WKH�ZHDN�SROLWLFDO�DQG�HFRQRPLF�VWUXFWXUHV�LQ�WKH�FRXQWU\��

2Q� WKH�RQH�KDQG�� WKLV�DUWLFOH�DLPV�DW� WKH� LQWHJUDWLRQ�RI�*XLQHD�%LVVDX�ZLWKLQ�
:$(08�DQG�WR�XQGHUOLQH�LWV�LPSDFW�RQ�VRFLDO�DQG�HFRQRPLF�GHYHORSPHQW��2Q�
WKH�RWKHU�KDQG��LW�KLJKOLJKWV�WKH�H[SHULHQFHV�RI�PRQHWDU\�LQWHJUDWLRQ�WKH�HXUR�
]RQH�FRXOG�OHDUQ�IURP�WKH�:$(08�]RQH��7R�DFKLHYH�WKHVH�REMHFWLYHV��WKH�IRO-
ORZLQJ�TXHVWLRQV�KDYH�EHHQ�IRUPXODWHG�WR�JXLGH�WKH�HODERUDWLRQ�RI�WKLV�ZRUN�

��� :KDW�DUH�WKH�UHDVRQV�WKDW�OHG�*XLQHD�%LVVDX�WR�LQWHJUDWH�ZLWK�DQ�RUJDQL]D-
WLRQ�ZKLFK�ZDV�WUDGLWLRQDOO\�GHVLJQHG�WR�UHVSRQG�WR�WKH�UHTXHVWV�RI�WKH�ROG�
)UHQFK�FRORQLHV�LQ�:HVW�$IULFD"

��� Has the integration of Guinea-Bissau within WAEMU been translated into 
LPSURYHG�QDWLRQDO�PDFUR�HFRQRPLF� LQGLFDWRUV� DQG� FKDQJHV� LQ� WKH� VRFLR�
FXOWXUDO�YDOXHV�RI�WKH�SHRSOH"

��� Which lessons of WAEMU’s experience could help mitigate the crisis in the 
(XUR�]RQH"

7R�UHVSRQG�WR�WKHVH�TXHVWLRQV��WKH�DUWLFOH�LV�VWUXFWXUHG�LQ�IRXU�SRLQWV��7KH�¿UVW�
RQH�ORRNV�DW�*XLQHD�%LVVDX�DV�D�3RUWXJXHVH�VSHDNLQJ�FRXQWU\�LQ�WKH�PLGVW�RI�
D� IUDQFRSKRQH�FRPPXQLW\�� WKH�VHFRQG�RQH�GHPRQVWUDWHV� WKH�KLVWRULFDO�DQWH-
FHGHQWV�RI�:$(08�� LQ� WHUPV�RI�D� UHJLRQDO�RUJDQL]DWLRQ� WKDW� LV�D�PHPEHU�RI�
WKH�)UDQF�]RQH��7KH�WKLUG�SRLQW�GHDOV�ZLWK�WKH�H[SHULHQFH�RI�*XLQHD�%LVVDX¶V�
LQWHJUDWLRQ�LQ�:$(08�DQG�LWV�LPSDFW�RQ�WKH�VRFLR�HFRQRPLF�GHYHORSPHQW�RI�WKH�
FRXQWU\��)LQDOO\��WKH�IRFXV�OLHV�RQ�WKH�OHVVRQV�ZKLFK�WKH�(XUR�]RQH�FRXOG�GUDZ�
IURP�WKH�H[SHULHQFH�RI�:$(08�

Guinea-Bissau: A Portuguese Speaking Country Within The 
Francophone Community

7KH�3RUWXJXHVH�DUULYHG�LQ�*XLQHD�%LVVDX�LQ������ZLWK�WKH�DLP�WR�GRPLQDWH�DQG�
H[SORLW�WKH�FRXQWU\��+RZHYHU��WKLV�DVSLUDWLRQ�IRU�FRORQLDO�SRZHU�HQFRXQWHUHG�WKH�
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UHVLVWDQFH�RI�WKH�*XLQHDQ�SHRSOH��7KLV�UHVLVWDQFH�LV�UHÀHFWHG�LQ�WKH�VKRUW�SHULRG�
RI�3RUWXJDO¶V�GRPLQDQFH�RYHU�WKLV�FRXQWU\��OHVV�WKDQ����\HDUV�RQ�WKH�FRQWLQHQWDO�
SDUW�DQG����\HDUV�RQ�WKH�DUFKLSHODJR�RI�%LMDJRV��0HQG\������������

,Q�FRQWUDVW�WR�$QJROD�DQG�0R]DPELTXH�ZKLFK�ZHUH�FRORQLHV�RI�VHWWOHPHQW��*XL-
QHD�%LVVDX��ZDV�D�FRORQ\�IRU�H[SORLWDWLRQ��%HLQJ�FRORQL]HG�E\�3RUWXJDO�JUDQWHG�
*XLQHD�%LVVDX�WKH�SULYLOHJH�WR�MRLQ�WKH�&RPPXQDXWp�GHV�3D\V�GH�/DQJXH�3RU-
WXJDLVH��&3/3�� L�H��&RPPXQLW\�RI�3RUWXJXHVH�VSHDNLQJ�FRXQWULHV���FUHDWHG�LQ�
������ZKLFK�LQFOXGHV�$QJROD��%UD]LO��&DSH�9HUGH��0R]DPELTXH��3RUWXJDO��6DR�
7RPH�DQG�3ULQFLSH�DQG�(DVW�7LPRU�

In terms of geographical location and compared to its coutnerparts that share 
WKH�VDPH�FRORQLDO�SDVW��*XLQHD��%LVVDX� LV� IDU�DZD\� IURP�WKH�RWKHU�FRORQL]HG�
FRXQWULHV�RI�3RUWXJDO�ZLWK�WKH�H[FHSWLRQ�RI�&DSH�9HUGH�

,W�VKDUHV�SK\VLFDO�ERXQGDULHV�RQO\�ZLWK�IUDQFRSKRQH�FRXQWULHV��IRUPHU�)UHQFK�
FRORQLHV��,W�LV�ERXQGHG�RQ�WKH�1RUWK�E\�6HQHJDO��DQG�LQ�WKH�6RXWK�E\�*XLQHD��
With respect to culture1��*XLQHD�%LVVDX�LV�FORVHU�WR�LWV�IUDQFRSKRQH�QHLJKERUV�LQ�
WKH�VXE�UHJLRQ��ZKLFK�PDNHV�WKH�LQWHJUDWLRQ�RI�*XLQHD�%LVVDX�ZLWKLQ�:$(08�D�
VRUW�RI�UHXQLRQ�EHWZHHQ�VLEOLQJV�ZKR�ZHUH�VHSDUDWHG�DJDLQVW�WKHLU�ZLOO�E\�FROR-
QLDO�IRUFHV�GXULQJ�WKH�%HUOLQ�&RQIHUHQFH�LQ������

,Q�WHUPV�RI�PRQHWDU\�SROLF\��XQOLNH�RWKHU�PHPEHU�FRXQWULHV�RI�:$(08��*XLQHD�
%LVVDX�GHFLGHG� WR� FUHDWH� LWV� RZQ�QDWLRQDO� FXUUHQF\�� WKH�3HVR�� DIWHU� LWV� LQGH-
SHQGHQFH�RQ����6HSWHPEHU�������WR�VXEVWLWXWH�WKH�3RUWXJXHVH�FXUUHQF\��WKH�
(VFXGR��7R�DFKLHYH�WKLV��WKH�%DQFR�1DFLRQDO�GD�*XLQp��%1*��ZDV�HVWDEOLVKHG��
ZKLFK�RSHUDWHG�DV�FHQWUDO�EDQN��WUHDVXU\�DQG�XQLYHUVDO�EDQN�

)ROORZLQJ�PRQHWDU\�UHIRUP�LQ�0DUFK�������WKH�*XLQHDQ�3HVR�ZDV�FUHDWHG�WR�
VXEVWLWXWH� WKH�3RUWXJXHVH�(VFXGR��6LQFH� ������ WKH�3RUWXJXHVH�(VFXGR� KDG�
FLUFXODWHG�LQ�WKH�WHUULWRU\�ZKLFK�ODWHU�EHFDPH�*XLQHD�%LVVDX�

8QIRUWXQDWHO\�� WKH�PRQHWDU\� KLVWRU\� RI� WKH� FRXQWU\�ZDV� FKDUDFWHUL]HG� E\� WKH�
FRQVWDQW�GHSUHFLDWLRQ�RI�WKH�*XLQHDQ�3HVR��ZKLFK�FRQVHTXHQWO\�UHVXOWHG�LQ�SUL-

�� *XLQHD��%LVVDX�GLIIHUV�IURP�LWV�FRXQWHUSDUWV��UHJDUGLQJ�WKH�RI¿FLDO�ODQJXDJH�RI�FRPPXQLFDWLRQ�
ZLWKLQ�WKH�LQVWLWXWLRQV�RI�WKH�VWDWH��DQG�WKH�FXUUHQF\�XVHG�
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FH�LQVWDELOLW\��,I�WKHVH�IDFWRUV�DUH�DGGHG�WR�WKH�IDFW�WKDW�WKH�FXUUHQF\�ZDV�LQFRQ-
YHUWLEOH��RQH�FDQ�HDVLO\�LPDJLQH�WKH�GLI¿FXOWLHV�WKDW�WKH�FRXQWU\�ZDV�FRQIURQWHG�
ZLWK��HVSHFLDOO\�LQ�DUHDV�VXFK�DV�LQWHUQDWLRQDO�WUDGH�DQG�IRUHLJQ�LQYHVWPHQW��

2Q���0D\�������*XLQHD�%LVVDX�DGRSWHG�WKH�)UDQF�GH�OD�&RPPXQDXWp�¿QDQ-
FLqUH�DIULFDLQH��&)$�IUDQF��LH��)UDQF�RI�WKH�$IULFDQ�)LQDQFLDO�&RPPXQLW\���XSRQ�
VLJQLQJ�WKH�'DNDU�DJUHHPHQW���DQG�ZDV�LQWHJUDWHG�LQ�:$(08�ZKLFK�LQFOXGHG�
IRUPHU�)UHQFK�FRORQLHV�VXFK�DV�%HQLQ��%XUNLQD�)DVR��,YRU\�&RDVW��0DOL��1LJHU��
6HQHJDO� DQG�7RJR�� 6LQFH� WKH� RI¿FLDO�ZRUNLQJ� ODQJXDJH� RI� WKLV� FRPPXQLW\� LV�
)UHQFK�� WKLV� LQYROYHV�HQRUPRXV�HIIRUWV� IRU�*XLQHD�%LVVDX� WR�EH�DEOH� WR�SDUWL-
FLSDWH�LQ�WKH�DFWLYLWLHV�WKDW�DUH�UHDOL]HG�DQG�LPSOHPHQWHG�E\�WKLV�RUJDQL]DWLRQ��

Historical Overview Of WAEMU

The creation of WAEMU is part of a political cooperation between French-
VSHDNLQJ��:HVW�$IULFDQ�FRXQWULHV�LQFOXGLQJ�8SSHU�9ROWD��WRGD\��%XUNLQD�)DVR���
,YRU\�&RDVW��'DKRPH\��%HQLQ���*XLQHD��0DXULWDQLD��1LJHU��6HQHJDO�DQG�)UHQFK�
6XGDQ��WRGD\��0DOL���DGYRFDWLQJ�DQ�HI¿FLHQW�FRQWURO�RI�WKH�WHUULWRULHV�E\�WKH�DG-
RSWLRQ�RI�FRPPRQ�PRQHWDU\��FRPPHUFLDO�DQG�OHJLVODWLYH�SROLFLHV��%DUU\��������

7R�VSHFLI\�WKHVH�REMHFWLYHV��WKH�$IULTXH�2FFLGHQWDO�)UDQoDLVH��$2)��L�H��)UHQFK�
:HVW�$IULFD��ZDV�HVWDEOLVKHG�LQ�-XQH�������ZLWK�WKH�DLP�WR�FRRUGLQDWH�WKH�DGPL-
QLVWUDWLYH�DQG�¿QDQFLDO�WHUULWRULHV�FRPSRVLQJ�WKLV�DUHD�LQ�RUGHU�WR�UHFRQFLOH�WKHLU�
LQWHUHVWV� DQG� HQVXUH� ¿QDQFLDO� VROLGDULW\�� DQG� WR� VWUHQJWKHQ� WKHLU� LQYHVWPHQWV�
�)HUQDQGHV������������

7KH�HYROXWLRQ�RI�PRQHWDU\�HPLVVLRQ�UHVXOWHG�LQ�WKH�FUHDWLRQ�RI�WKH�IUDQF�IRU�WKH�
)UHQFK�&RORQLHV�LQ�$IULFD��&)$�IUDQF��LQ�������ZKLFK�ZDV�UHQDPHG�WR�IUDQF�GH�OD�
&RPPXQDXWp�)LQDQFLqUH�$IULFDLQH��&)$�IUDQF��DQG�ZDV�LVVXHG�E\�WKH�%DQTXH�
&HQWUDOH�GHV�eWDWV�GH�O¾$IULTXH�GH�O¾2XHVW��%&($2��&HQWUDO�%DQN�RI�WKH�:HVW�
$IULFDQ�6WDWHV���DIWHU�LQGHSHQGHQFH�LQ�������0HQGHV������������

,Q�������WKH�$2)�IHGHUDWLRQ�KDV�EHHQ�FUHDWHG�E\�LQWHJUDWLQJ 'DKRPH\��WRGD\��
%HQLQ���)UHQFK�6XGDQ��WRGD\��0DOL���6HQHJDO��DQG�8SSHU�9ROWD��WRGD\��%XUNLQD�
)DVR��� ,Q� WKH�HQG��RQO\�6HQHJDO�DQG�6XGDQ�VWD\HG�WKHUHLQ��+RZHYHU�� WKLV� IH-
deration has had hard times in regard to ideological differences between the 
SUHVLGHQWV�RI�WKH�WZR�FRXQWULHV��0RGLER�.HLWD��ZKR�VXSSRUWHG�*XLQHD�DQG�ZDV�

https://en.wikipedia.org/wiki/Banque_Centrale_des_%C3%89tats_de_l'Afrique_de_l'Ouest
https://en.wikipedia.org/wiki/Banque_Centrale_des_%C3%89tats_de_l'Afrique_de_l'Ouest
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LQÀXHQFHG�E\�FRPPXQLVP��DLPHG�WR�HVWDEOLVK�D�XQLWDU\�IHGHUDO�VWDWH��ZKLOH�WKH�
SUR�:HVWHUQ�SUHVLGHQW�RI�6HQHJDO�DW�WKDW�WLPH��/pRSROG�6pGDU�6HQJKRU��RSWHG�
IRU�D�ÀH[LEOH�IHGHUDWLRQ�WR�VWUHQJWKHQ�WKH�LQÀXHQFH�RI�)UDQFH�ZLWKLQ�WKH�UHJLRQ��
This federation broke apart after the independencies of both countries (Fernan-
GHV�������������

$W�WKH�VDPH�WLPH��WKH�FRXQFLO�RI�WKH�(QWHQWH�RU�WKH�6DKHO�%HQLQ�8QLRQ�HPHUJHG�
ZKLFK�LQFOXGHG�8SSHU�9ROWD��WRGD\��%XUNLQD�)DVR���,YRU\�&RDVW�DQG�'DKRPH\�
�WRGD\��%HQLQ���,Q�������7RJR�MRLQHG�WKHVH�FRXQWULHV��+RZHYHU��WKH�SURMHFW�ZDV�
QRW�IROORZHG�XS�EHFDXVH�RI�WKH�RSSRVLWLRQ�RI�,YRU\�&RDVW�DJDLQVW�WKH�LQWURGXF-
WLRQ�RI�WKH�SULQFLSOH�RI�IUHH�PRYHPHQW��,Q�������LQ�WKH�FDSLWDO�RI�1LJHU��VHYHUDO�
$2)�FRXQWULHV�H[SUHVVHG�WKHLU�LQWHUHVW�WR�PDLQWDLQ�WKH�FXUUHQF\�WKDW�WKH\�ZHUH�
XVLQJ�VLQFH�FRORQLDO�WLPHV�YLD�DQ�DJUHHPHQW��

,Q�������%HQLQ��%XUNLQD�)DVR��,YRU\�&RDVW��0DOL��0DXULWDQLDQ��1LJHU��6HQHJDO�
DQG�7RJR�VLJQHG�D�WUHDW\�LQ�3DULV�WKDW�HVWDEOLVKHG�WKH�PRQHWDU\�XQLRQ��2QH�\HDU�
ODWHU��0DOL�ZLWKGUHZ��IROORZHG�E\�0DXULWDQLDQ�HOHYHQ�\HDUV�ODWHU�

,Q�WKH�VHYHQWLHV��UHIRUPV�ZHUH�PDGH��QRW�RQO\�ZLWK�WKH�LQWHQWLRQ�WR�$IULFDQL]H�
WKH�VWDII�RI�%&($2�DQG�WR�PRYH�WKH�KHDGTXDUWHUV�RI� WKH�EDQN�WR�WKH�$IULFDQ�
FRQWLQHQW��EXW�DOVR�WR�UHGXFH�)UDQFH¶V�UROH�RI�D�JXDUGLDQ�RI�LWV�IRUPHU�FRORQLHV�
�0HQGHV�� ��������� /LNHZLVH�� WKH�%DQTXH�2XHVW�$IULFDLQH�GH�'pYHORSSHPHQW�
�%2$'��L�H��:HVW�$IULFDQ�%DQN�RI�'HYHORSPHQW��ZDV�FUHDWHG�LQ������

,Q�������0DOL�VLJQHG�WKH�FRQWUDFWV�WR�UHMRSLQ�WKH�8QLRQ�LQ�RUGHU�WR�EHQH¿W�IURP�
WKH�FRPPRQ�FXUUHQF\�ZKLFK� IDFLOLWDWHV� WUDGH�DPRQJ�PHPEHU�VWDWHV��JXDUDQ-
WHHV�WKH�FRQYHUWLELOLW\�RI�WKH�FXUUHQF\�E\�WKH�)UHQFK�7UHDVXU\�DQG�WKH�H[LVWHQFH�
RI�D�FRPPRQ�LVVXLQJ�LQVWLWXWLRQ��)HUQDQGHV����������������

$IWHU�WKH�HFRQRPLF�FULVLV�ZKLFK�DIIHFWHG�WKH�XQLRQ¶V�FRXQWULHV�VLQFH�������UH-
sulting from the falling prices of main export commodities on the international 
PDUNHW��WKH�PHPEHUV�ZHUH�REOLJHG�WR�GHYDOXDWH�WKH�&)$�)UDQF�E\�����RQ����
-DQXDU\������� ,Q� WKH�VDPH�\HDU�� LW�ZDV�GHFLGHG� WR� VWUHQJWKHQ� WKH�PRQHWDU\�
XQLRQ�E\�DGGLQJ�WR�WKH�HFRQRPLF�GLPHQVLRQ�ZLWK�WKH�FUHDWLRQ�RI�:$(08�ZLWK�D�
PXOWLODWHUDO�VXUYHLOODQFH�PHFKDQLVP�IRU�HFRQRPLF�DQG�¿QDQFLDO�SROLWLFV��D�FRP-
PRQ�H[WHUQDO�WDULII��DQG�WKH�IUHH�PRYHPHQW�RI�SHRSOH��JRRGV�DQG�FDSLWDO��DV�ZHOO�
DV�WKH�KDUPRQL]DWLRQ�RI�VHFWRU�SROLFLHV�
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,Q�-DQXDU\�������ZLWK�WKH�(XUR�HQWHULQJ�LQWR�IRUFH��WKH�FRRSHUDWLRQ�VWHPPLQJ�
IURP�FRORQLDO�WLPHV�ZDV�PDLQWDLQHG��7KH�GHFLVLRQ�RI�WKH�(XURSHDQ�&RXQFLO�QR��
�������&(�RQ����1RYHPEHU������ZKLFK�DXWKRUL]HG�WKH�)UHQFK�WR�SXUVXH�WKHLU�
FRRSHUDWLRQ�ZLWK� WKH�)UDQF�]RQH�FDPH� WR�DQ�HQG�ZLWK� WKH� UHFRJQLWLRQ�RI� WKH�
EXGJHWDU\�QDWXUH�RI�WKH�FRRSHUDWLRQ��7KLV�GHFLVLRQ�KDV�FDXVHG�WKH�DXWRPDWLF�
DQFKRUDJH�RI�WKH�&)$�)UDQF�WR�WKH�(XUR�DW�D�¿[HG�SDULW\�RI��¼�IRU����������&)$�
)UDQF��0HQGHV����������

,Q� 'HFHPEHU� ������ WKH� LQVWLWXWLRQV� RI�:$(08� DGRSWHG� LQVWLWXWLRQDO� UHIRUPV�
ZKLFK�FDPH� LQWR� IRUFH�RQ���$SULO� ������2Q�RQH�KDQG�� WKH� UHIRUPV�VRXJKW� WR�
PRGHUQL]H�WKH� LQVWLWXWLRQDO� IUDPHZRUN�RI�:$(08�DQG�%&($2�LQ�RUGHU� WR�EH�
DEOH�WR�DGDSW�WR�WKH�QHZ�UHTXLUHPHQWV�RI�VSHFL¿F�PLVVLRQV�RI�WKH�&HQWUDO�%DQN��
2Q�WKH�RWKHU�KDQG��WKH\�VWUHQJWKHQHG�WKH�VWDELOLW\�RI�WKH�EDQNLQJ�DQG�¿QDQFH�
V\VWHP�DQG�PRGHUQL]HG�WKH�UXOHV�WKDW�JRYHUQHG�H[WHUQDO�¿QDQFLDO�UHODWLRQV�ZLWK�
PHPEHU�FRXQWULHV�RI�WKH�(8��,Q�PRQHWDU\�WHUPV��WKLV�UHIRUP�KDV�JLYHQ�%&($2�
JUHDWHU�LQGHSHQGHQFH�ZKRVH�WRS�SULRULW\�LV�SULFH�VWDELOLW\��+RZHYHU��WKH�RSHUD-
WLRQV¶�DFFRXQW��RSHQHG�RQ�WKH�ERRNV�RI�WKH�7UHDVXU\�RI�WKH�)UHQFK�5HSXEOLF��UH-
PDLQV�WKH�OLQNLQJ�RI�WKH�$IULFDQ�PHPEHU�FRXQWULHV�RI�WKH�&)$�]RQH�DQG�)UDQFH�
�(8���7KURXJK� WKLV�DFFRXQW��)UDQFH�JXDUDQWHHV� WKH�XQOLPLWHG�FRQYHUWLELOLW\�RI�
WKH�&)$�)UDQF�� ,Q� UHWXUQ��$IULFDQ� FRXQWULHV� GHSRVLW� ����RI� WKHLU� H[FKDQJLQJ�
UHVHUYHV�WKHUH�DQG�UHVSHFW�D�VHW�RI�SULQFLSOHV��HVSHFLDOO\�WKH�IUHH�PRYHPHQW�RI�
FDSLWDO�ZLWKLQ�WKH�IUDQF�]RQH��WKH�PDLQWHQDQFH�RI�D�¿[HG�H[FKDQJH�UDWH��DQG�WKH�
VKDULQJ�RI�H[FKDQJH�UHVHUYHV��0HQGHV�����������

WAEMU: A Strategic Lever For Guinea-Bissau

:$(08�LV�D�UHJLRQDO�HFRQRPLF�RUJDQLVDWLRQ��ZKLFK�ZDV�WUDGLWLRQDOO\�FUHDWHG�WR�
JXLGH�WKH�GHVWLQLHV�RI�:HVW�$IULFDQ�FRXQWULHV�WKDW�ZHUH�FRORQLVHG�E\�)UDQFH�LQ�
RUGHU�WR�UHDOL]H�WKHLU�VRFLR�HFRQRPLF�GHYHORSPHQW��7KXV��WKH�UHDOLVDWLRQ�RI�WKH�
H[SHFWHG�GHYHORSPHQW�FDQ�EH�UHDFKHG�E\�WKH�KDUPRQLVDWLRQ�RI�HFRQRPLF�SROL-
WLFV��WKH�XQL¿FDWLRQ�RI�QDWLRQDO�PDUNHWV�DQG�WKH�LPSOHPHQWDWLRQ�RI�FRPPRQ�VHF-
WRU�SROLFLHV��,W�DOVR�QHHGV�WR�VWUHQJWKHQ�WKH�FRPSHWLWLYHQHVV�EHWZHHQ�PHPEHU�
FRXQWULHV�LQ�HFRQRPLF�DQG�¿QDQFLDO�DFWLYLWLHV��WKH�KDUPRQL]DWLRQ�RI�WKH�MXULGLFDO�
IUDPHZRUN�DQG�WKH�VXSHUYLVLRQ�RI� WKH�PXOWLODWHUDO� LQVWLWXWLRQ�WR�DVVXUH�PDFUR�
HFRQRPLF�FRQYHUJHQFH�
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*XLQHD�%LVVDX�KDV�IHOW�WKH�QHFHVVLW\�WR�LQWHJUDWH�ZLWKLQ�:$(08�LQ�RUGHU�WR�WU\�
WR� VROYH� LWV�HFRQRPLF�SUREOHPV��SDUWLFXODUO\� WKH� UHPDUNDEOH�PDFUR�HFRQRPLF�
LPEDODQFHV�� WKH�GHSUHFLDWLRQ�RI� WKH�SHVR��DQ�XQVRXQG�¿QDQFLDO� V\VWHP��SHU-
VLVWHQW�H[WHUQDO�DFFRXQW�DQG�SXEOLF�¿QDQFH�GH¿FLWV��D�PDUNHW�ZKLFK�LV�QRW�YHU\�
DWWUDFWLYH�IRU�LQYHVWRUV�DQG�ZLWK�QRW�YHU\�GLYHUVL¿HG�SURGXFWLRQ�VWUXFWXUHV��FHQ-
WHUHG�RQZKLFK�FDVKHZV�FRQVWLWXWH�����RI�WKH�WRWDO�YDOXH�RI�WKH�FRXQWULHV¶�H[-
SRUWV��$OVR��WKH�QRQ�FRQYHUWLELOLW\�RI�WKH�FXUUHQF\�SXW�D�VWUDLQ�RQ�)RUHLJQ�'LUHFW�
,QYHVWPHQW��)',��DQG�WKH�ZHDN�HFRQRP\��0HQGHV�DQG�6DOO���������

(YHQ�WKRXJK�WKH�LQWHUQDWLRQDO�FRQWH[W�KDV�FRQWULEXWHG�WR�WKH�VWDJQDWLRQ�RI�DQ�
LPSRUWDQW�SDUW�RI�WKH�HFRQRPLHV�RI�6XE�6DKDUDQ�$IULFDQ�FRXQWULHV¶��SDUWLFXODUO\�
LQ�WKH�FDVH�RI�*XLQHD�%LVVDX��LWV�VRFLR�SROLWLFDO�LQVWDELOLW\�KDV�DGGHG�WR�WKLV��DV�
an element which contributed to the degradation of the main macro-economic 
LQGLFDWRUV�DQG�LWV�GHOD\�LQ�GHYHORSPHQW�

These elements led Guinea-Bissau to look for a solution to its macro-econo-
PLF� LPEDODQFH� LQ�:$(08� WKURXJK� WKH�SULYLOHJHV� WKDW� LQWHJUDWLRQ�SURYLGHV� WR�
its member countries and in the respect of the boundaries to its francophone 
FRXQWULHV� LQ� WKH�1RUWK�DQG� WKH�6RXWK��+RZHYHU�� WKH�5HSXEOLF�RI�*XLQHD�KDG�
ceased to be a member of this block from the colonial era after independence 
LQ�2FWREHU�������

$QRWKHU�SRVVLEOH�UHDVRQ�IRU�WKH�LQWHJUDWLRQ�RI�WKLV�FRXQWU\�LQ�WKH�UHJLRQDO�EORFN�
LV�UHODWHG�WR�WKH�GHOD\�RI�3RUWXJXHVH�VSHDNLQJ�$IULFDQ�FRXQWULHV�WR�FRQFHSWXD-
OL]H�D�VLPLODU�RUJDQLVDWLRQ�DV�WKH�:$(08��7KLV�GHOD\�FDQ�SDUWO\�EH�H[SODLQHG�
E\�WKH�ODWH�LQGHSHQGHQFH�RI�WKHVH�FRXQWULHV�DQG�WKHLU�JHRJUDSKLFDO�GLVSHUVLRQ��

WAEMU: A Lifeline For The Economy Of Guinea-Bissau

7KH� LQWHJUDWLRQ�RI�D�FRXQWU\� LQ�D�PRQHWDU\�]RQH�SURGXFHV�DGYDQWDJHV�UHVXOWLQJ�
IURP�WKH�XWLOL]DWLRQ�RI�D�VLQJOH�FXUUHQF\�EHWZHHQ�WKH�FRXQWULHV�ZKLFK�FRQWULEXWHV�
WR�WKH�UHGXFWLRQ�RI�XQFHUWDLQWLHV�LQ�WKH�GHYHORSPHQW�RI�WKH�H[FKDQJH�UDWH��0HQGHV�
and Sall (2012) argue that insecurities can represent an obstacle regarding eco-
QRPLF�DFWLYLW\��HVVHQWLDOO\�LQ�D�FRXQWU\�ZLWK�ZHDN�UHYHQXHV�DQG�ZLWKRXW�DFFHVV�WR�
¿QDQFLDO�PDUNHWV��VXFK�DV�*XLQHD�%LVVDX��,QGHHG��WKH�UHGXFWLRQ�RI�H[FKDQJH�UDWH�
ULVNV�DOORZV�DPHOLRUDWLQJ�WKH�GHFLVLRQ�RI�SULQFLSDO�HFRQRPLF�DFWRUV�RQ�WKH�RQH�KDQG��
2Q�WKH�RWKHU�KDQG��LW�DOORZV�WKH�UHGXFWLRQ�RI�WKH�UHDO�LQWHUHVW�UDWH��ZKLFK�FDQ�UHÀHFW�
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WKH�VHOHFWLRQ�RI�DSSURSULDWH�SURMHFWV�DQG�WKH�LPSURYHPHQW�RI�EDQNV¶�SHUIRUPDQFH�
The integration of Guinea-Bissau in the WAEMU is based on the criterion of 
FRVW�EHQH¿W�DQDO\VLV� WKDW� WKH�FRXQWU\�FRQGXFWV�ZKHQ� LQWHJUDWLQJ� LQ� WKH�8QLRQ�
�0HQGHV�DQG�6DOO��������DQG�QRW�E\�WKH�FULWHULD�DV�LW� LV�WKH�FDVH�IRU�WKH�HXUR�
]RQH��7R�HYDOXDWH�WKH�PDFUR�HFRQRPLF�LPSDFWV�RI�*XLQHD�%LVVDX¶V�LQWHJUDWLRQ�
ZLWKLQ�:$(08��D�VWXG\�FRQGXFWHG�E\�0HQGHV�DQG�6DOO��������VKRZHG�FOHDUO\�
WKDW� WKH�PDFUR�HFRQRPLF�VLWXDWLRQ�RI� WKH�FRXQWU\�KDV� LPSURYHG�VLQFH� WKH�DF-
FHVVLRQ�RI�*XLQHD�%LVVDX�WR�WKH�8QLRQ��7KH�WDEOH�EHORZ�VKRZV�WKH�HYROXWLRQ�RI�
GLIIHUHQW�LQGLFDWRUV�EHIRUH�DQG�DIWHU�WKH�DFFHVVLRQ��7KXV��WKH�UHDO�JURZWK�UDWH�
LQFUHDVHG�IURP������EHWZHHQ������DQG������WR������EHWZHHQ������DQG�������
LQÀDWLRQ�FRQVLGHUDEO\�GHFUHDVHG�IURP�������WR�������SXEOLF�H[SHQGLWXUHV�DV�
VKDUH�RI�*'3�KDYH�LQFUHDVHG�SURJUHVVLYHO\��IURP�����WR��������WKH�LQYHVWPHQW�
UDWH�LQFUHDVHG�IURP������WR�������*URVVR�PRGR��WKH�PDMRULW\�RI�WKH�LQGLFDWRUV�
KDV�LPSURYHG��LQFOXGLQJ�WKH�SHULRG�RI�WKH�PLOLWDU\�FRQÀLFW�LQ����������

7DEOH���3ULQFLSDO�PDFUR�HFRQRPLF�LQGLFDWRUV

$YHUDJH�ZLWKLQ�WKH�SHULRG
Indicator 1990-

1996
1997-
1999

2000-
2003

2004-
2007

2008-
2011

Real growth rate ���� ����� ���� ���� ����
,QÀDWLRQ ����� ����� ���� ���� ����
3XEOLF�H[SHQGLWXUHV�
*'3

����� ����� ����� ����� �����

3XEOLF�LQYHVWPHQW�
*'3

���� ���� ���� ���� ����

3D\UROO���7D[�5HYH-
nue

����� ����� ����� ����� �����

)LVFDO�GH¿FLW�*'3 ������ ������ ����� ����� �����
tax burden ���� ���� ���� ���� ����
LQYHVWPHQW�UDWH ���� ���� ���� ���� ����
��RI�LPSRUWV�FR-
YHUHG�E\�H[SRUWV

����� ����� ����� ����� �����

&XUUHQW�DFFRXQW 
EDODQFH���*'3

������ ����� ���� ����� �����

6RXUFH��%&($2
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Guinea-Bissau: Between Macro-Economic Convergence And 
Socio-Cultural Convergence

7KH� LQWHJUDWLRQ�RI�*XLQHD�%LVVDX�ZLWKLQ�:$(08�KDV�QRW�RQO\� LQÀXHQFHG�WKH�
PDFUR�HFRQRPLF�IUDPHZRUN�RI� WKH�FRXQWU\��EXW�DOVR� LWV�VRFLR�FXOWXUDO�FRQWH[W��
7KH�ZD\V�%LVVDX�*XLQHDQV�GUHVV�DQG�SDLQW��SDUWLFXODUO\�ZRPHQ��KDYH�FKDQJHG�
SURJUHVVLYHO\�GXH�WR�WKHLU�LQWHUDFWLRQV�ZLWK�WKH�FLWL]HQV�RI�RWKHU�FRXQWULHV�ZLWKLQ�
WKH�XQLRQ��LQ�VHPLQDUV��ZRUNVKRSV��FRQIHUHQFHV�RU�H[FKDQJHV��

The meetings between the traders of the countries forming this regional bloc on 
WKH�SULQFLSDO�ZHHNO\�PDUNHWV�FDOOHG�OXPRV��KDYH�FRQWULEXWHG�WR�WKH�LQFUHDVLQJ�
LQWHUGHSHQGHQF\�RI�YDOXHV�DQG�FXOWXUDO�DGMXVWPHQW��7KLV�DFFXOWXUDWLRQ�LV�UHÀHF-
WHG� LQ� WKH�FXOLQDU\�GRPDLQ��HVSHFLDOO\� WKH� LQFRUSRUDWLRQ�RI�VHYHUDO� UHFHLSWV�RI�
WKHVH�FRXQWULHV�LQ�WKH�*XLQHDQ�NLWFKHQ�

The impact of the accession of Guinea-Bissau to WAEMU can also be recog-
QL]HG�LQ�WKH�OLQJXLVWLF�GRPDLQ��LQ�WHUPV�RI�D�ODUJH�XWLOL]DWLRQ�RI�WKH�QDWLRQDO�ODQ-
JXDJHV�RI�HDFK�FRXQWU\�LQ�RWKHU�FRXQWULHV��EHFDXVH�PLJUDQWV�KDYH�D�WHQGHQF\�
WR�FRQVHUYH�WKH�ODQJXDJH�RI�WKHLU�KRPH�FRXQWU\��ZKLOH�OHDUQLQJ�WKH�ODQJXDJH�RI�
WKH�KRVW�FRXQWU\KLV�ZD\��WKH�KDELWDQWV�RI�WKH�KRVW�FRXQWU\�WHDFK�WKHLU�ODQJXDJH�
DQG� OHDUQ� WKH�RQH�RI� WKH�QHZO\�DUULYHG��)RU�H[DPSOH��:RORI� LV�ZLGHVSUHDG� LQ�
*XLQHD�%LVVDX� EHFDXVH� RI� WKH� SUHVHQFH� RI�PDQ\�6HQHJDOHVH� LQ� WKH�PDUNHW�
RI�%DQGLP�DQG�WKH�WHPSRUDU\�GLVSODFHPHQWV�RI�%LVVDX�*XLQHDQV�WR�6HQHJDO��
$OVR�� WKH� ODQJXDJH� FUHROH� LV� SURSDJDWHG� LQ� 6HQHJDO� EHFDXVH� RI� WKH� UHODWLRQ�
between Bissau-Guinean clients and Senegalese merchants in the markets of 
=LJXLQFKRU�DQG�'DNDU��PDNLQJ�WKH�ODWWHU�OHDUQLQJ�FUHROH�HYHQ�ZLWKRXW�NQRZLQJ�
*XLQHD�%LVVDX��

,Q�DGGLWLRQ�WR�WKH�FR�H[LVWHQFH�RI�FLWL]HQV�RI�:$(08�FRXQWULHV��WKH�SURYLVLRQ�RI�
WKH�RUJDQLVDWLRQDO�VWDWXWH�ZKLFK�HVWDEOLVKHG�WKH�IUHH�PRYHPHQW�RI�SHRSOH�LQ�WKLV�
FRPPXQLW\�VSDFH�KDV�DOORZHG�FHUWDLQ�FLWL]HQV�RI�WKHVH�FRXQWULHV�WR�FKRRVH�*XL-
QHD�%LVVDX�DV�D�FRXQWU\�RI�UHVLGHQFH�DQG�WR�GHYHORS�WKHLU�DFWLYLWLHV�WKHUH��6RPH�RI�
WKHP�FDQ�VXEVHTXHQWO\�PDUU\�%LVVDX�*XLQHDQV�ZKLFK�ZLOO�FRQWULEXWH�WR�VWUHQJWKHQ�
WKH�LQWHUGHSHQGHQF\�EHWZHHQ�YDOXHV�DQG�DFFXOWXUDWLRQ�LQ�*XLQHD�%LVVDX�
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7KH�SODFHPHQW�RI�FLWL]HQV�RI�*XLQHD�%LVVDX�LQ�WKH�GLIIHUHQW�VWUXFWXUHV�RI�:$-
(08�ZRUNLQJ� LQ� WKHVH� FRXQWULHV�� DOVR� FRQWULEXWHV� WR�D� VRFLR�FXOWXUDO� FRQYHU-
JHQFH�LQ�WKLV�UHJLRQDO�VSDFH�

$QRWKHU�VHFWRU�ZKLFK�UHÀHFWV�WKH�FXOWXUDO�FRQYHUJHQFH�LV�WKH�VHFWRU�RI�WKH�KLJ-
KHU�HGXFDWLRQ��ZLWK�WKH�DOLJQPHQW�RI�FXUULFXOD�RI�WKH�$PtOFDU�&DEUDO�8QLYHUVLW\�
ZLWK�RWKHU�:$(08�FRXQWULHV��7KH�HOHPHQWV�GHVFULEHG�DERYH�IRVWHU�WKH�DFFXO-
WXUDWLRQ�DQG�WKH�VWUHQJWKHQLQJ�RI�WKH�VKDUHG�FRPPXQLW\�YDOXHV�ZLWKLQ�:$(08��

WAEMU: Which Lessons To Draw For The European Union? 
Reasons For The Crisis In The Euro Zone

7KH�FULVLV�LQ�WKH�(XUR�]RQH�ZKLFK�VWDUWHG�LQ������ZLWK�WKH�*UHHN�GHEW�FULVLV�IROOR-
ZHG�E\�WKH�RQHV�LQ�,UHODQG�DQG�3RUWXJDO�LQ�������KDV�UHYHDOHG�D�ODFN�RI�RSWLPD-
OLW\�LQ�WKH�HXUR�]RQH�LQ�WHUPV�RI�D�PRQHWDU\�]RQH�DQG�LWV�PHFKDQLVPV�WR�SUHYHQW�
DQG�KDQGOH�FULVHV��DFFRUGLQJ�WR�0HQGHV���������,QGHHG��WKH�IDLOXUH�RI�WKH�PXOWL-
ODWHUDO�VXUYHLOODQFH�PHFKDQLVP�RI�HFRQRPLF�SROLFLHV��ZKLFK�ZDV�LPSOHPHQWHG�LQ�
WKH�(XUR�]RQH��GLG�QRW�DOORZ�WR�GLVFRYHU�DQG�RU�WR�FRUUHFW�WKH�PDFUR�HFRQRPLF�
LPEDODQFH�LQ�WKH�GLIIHUHQW�PHPEHU�FRXQWULHV��/LNHZLVH��WKH�LQVXI¿FLHQFLHV�RI�VR-
OLGDULW\�SROLFLHV��DV�ZHOO�DV�LWV�ODWH�PDQLIHVWDWLRQ�KDYH�FRQWULEXWHG�WR�H[DFHUEDWH�
GLVWUXVW�DQG�VSHFXODWLRQ�DW�¿QDQFLDO�PDUNHWV��

)XUWKHUPRUH��WKH�GH¿QLWLRQ�DQG�WKH�LPSOHPHQWDWLRQ�RI�WKH�VLQJOH�FXUUHQF\�SR-
OLF\� LQ� WKH�(XUR�]RQH� LV�HQWUXVWHG�HQWLUHO\� WR� WKH�(XURSHDQ�&HQWUDO�%DQN�ZLWK�
WKH�RQO\�SXUSRVH� WR�SURPRWH�SULFH�VWDELOLW\��ZKLOH�HDFK�FRXQWU\�FRQVHUYHV� LWV�
SUHURJDWLYHV�LQ�WHUPV�RI�EXGJHWDU\�DQG�¿VFDO�SROLF\��7KLV�LV�D�SUREOHP�DV�WKLV�
VLWXDWLRQ�GLG�QRW�IRVWHU�D�EHWWHU�GHWHUPLQDWLRQ�RI�WKH�RSWLPDO�SROLF\�PL[WXUH�IRU�
WKH�HQWLUH�]RQH�

What Are The Lessons For The Euro Zone?

:$(08�FRXQWULHV�DUH�DOO�H[SRUWHUV�RI�EDVLF�SURGXFWV��ZLWK�WKH�KLJKHVW�SUREDEL-
OLW\�RI�DV\PPHWULF�VKRFNV�GXH�WR�SULFH�LQVWDELOLW\�RI�SULPDU\�SURGXFWV�RQ�WKH�LQ-
WHUQDWLRQDO�PDUNHW�DQG�GLIIHUHQFH�LQ�WKHLU�H[SRUW�VWUXFWXUH��+RZHYHU��DV\PPHWULF�
VKRFNV�PD\�QRW�UHSUHVHQW�WKH�GRZQVLGH�RI�PRQHWDU\�XQLRQ��LQVRIDU�WKDW�DIIHFWHG�
FRXQWULHV�FDQ�EH�KHOSHG�E\�QRQ�DIIHFWHG�FRXQWULHV��:LWKLQ�WKLV�IUDPHZRUN��2VVD�
�������HPSKDVL]HG�WKH�VROLGDULW\�EHWZHHQ�PHPEHU�FRXQWULHV�WR�EH�WKH�FULWHULD�
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RI�RSWLPDOLW\��,Q�WKH�YHU\�VDPH�VHQVH�0HQGHV��������XQGHUOLQHV�WKDW�³IRU�D�PR-
QHWDU\�XQLRQ�WR�EH�DQ�µXPEUHOOD¶�IRU�HYHU\�FRXQWU\��WKH�H[LVWHQFH�RI�DQ�HIIHFWLYH�
VROLGDULW\�EHWZHHQ�DOO�WKH�FRXQWULHV�LV�QHFHVVDU\��HYHQ�LI�LQWHUQDO�VDQFWLRQV�PLJKW�
KDYH�EH�DFWLYDWHG�WRZDUGV�VWDWHV��ZKLFK�KDYH�YROXQWDULO\�DOORZHG�PDFUR�HFRQR-
PLF�LPEDODQFHV´��0HQGHV����������RULJLQDO�LQ�)UHQFK��

7KH�UHFRPPHQGHG�VROXWLRQ�RI�WKH�FULVLV�LQ�WKH�)UDQF�]RQH�LQ������LV�DQ�H[DPSOH�
RI�VROLGDULW\�VXL�JHQLULV�LQ�WKDW�VHQVH�WKDW�FRXQWULHV�ZHUH�QRW�DIIHFWHG�LQ�WKH�VDPH�
ZD\��EXW�GHFLGHG��LQ�VROLGDULW\��WR�VXSSRUW�WKH�����GHYDOXDWLRQ�RI�WKH�&)$�)UDQF�

,Q�WKH�(XUR�]RQH��WKH�IDLOXUH�RI�D�VROLGDULW\�SROLF\�EHWZHHQ�RWKHU�PHPEHU�VWDWHV�
DQG�WKH�GHOD\�LQ�LWV�H[SUHVVLRQ�KDYH�OHG�WR�WKH�PLVWUXVW�RI�¿QDQFLDO�PDUNHWV�DQG�
WKXV��IXHOOHG�VSHFXODWLRQ�DQG�FRQWDJLRQ�RQ�WR�RWKHU�FRXQWULHV�RI�6RXWKHUQ�(XUR-
SH��7KLV�FULVLV�VKRZV�WKH�LPSRUWDQFH�RI�VWURQJ�SROLWLFDO�OHDGHUVKLS�DV�RQH�RI�WKH�
QHFHVVDU\�FRQGLWLRQV�IRU�WKH�VWDELOLW\�RI�D�VLQJOH�FXUUHQF\��EHFDXVH��LQ�KLVWRU\��
WKH�FXUUHQF\�DQG�WKH�VRYHUHLJQW\�KDYH�DOZD\V�EHHQ�WRJHWKHU��0HVVLKD��������

+RZHYHU��IRU�WKLV�VROLGDULW\�WR�EH�HI¿FLHQW�WKHUH�KDV�WR�EH�D�FHQWUDOL]HG�FRRUGL-
QDWLRQ�RI�PDFUR�HFRQRPLF�SROLFLHV��D�FRRUGLQDWHG�PDQDJHPHQW�IRU�WKH�XVH�RI�
FHQWUDOLVHG�H[FKDQJH�UHVHUYHV��,W�DOVR�UHTXLUHV�D�FHUWDLQ�H[WHQW�RI�SROLWLFDO�LQWHJ-
UDWLRQ�EHWZHHQ�WKH�PHPEHU�VWDWHV��EHFDXVH�LQ�LWV�DEVHQFH��LW�LV�KDUG�WR�PDLQWDLQ�
VROLGDULW\�EHWZHHQ�PHPEHU�FRXQWULHV�LQ�WKH�ORQJ�UXQ��0HQGHV������������

Conclusion

7KH�VHDUFK�RI�PDFUR�HFRQRPLF�VWDELOLW\�KDV�OHG�*XLQHD�%LVVDX�WR�DEDQGRQ�LWV�
QDWLRQDO�FXUUHQF\�WR�MRLQ�RWKHU�:HVW�$IULFDQ�FRXQWULHV�ZLWKLQ�:$(08��$OWKRXJK�
WKH�UHVXOW�LV�DPELYDOHQW��LW�WXUQV�RXW�WKDW�WKH�FRQVHTXHQFHV�RI�PLOLWDU\�SROLWLFDO�
LQVWDELOLWLHV�ZKLFK�IROORZHG�WKLV�DFFHVVLRQ�FRXOG�KDYH�EHHQ�PRUH�VHYHUH�LQ�HFR-
QRPLF�DQG�VRFLDO�WHUPV��,Q�IDFW��UHJDUGLQJ�WKH�FRQVHTXHQFHV�RI�SRVW�DFFHVVLRQ�
WR�:$(08��ZKLFK�WXUQHG�RXW�LQ�PDVWHULQJ�LQÀDWLRQ��D�EURDGHU�RSHQLQJ�WR�LQWHU-
QDWLRQDO� WUDGH�DQG�D�FRQVROLGDWLRQ�RI� WKH�¿QDQFLDO�V\VWHP��WKH�DFFHVVLRQ�KDV�
FRQWULEXWHG�WR�PLWLJDWH�WKH�XQIDYRXUDEOH�HIIHFWV�RI�WKH�VRFLR�SROLWLFDO�FOLPDWH�RQ�
HFRQRPLF� DFWLYLWLHV� VLQFH� WKH�PLOLWDU\�SROLWLFDO� FRQÀLFW� RI� �����������*XLQHD�
%LVVDX��HYHQ�WKRXJK�D�3RUWXJXHVH�VSHDNLQJ�FRXQWU\��IHOW�WKH�QHHG�WR�LQWHJUDWH�
ZLWK�WKLV�8QLRQ�EHFDXVH�LW�VKDUHV�SK\VLFDO�ERXQGDULHV�ZLWK�WKH�RWKHU�FRXQWULHV�
RI�WKH�XQLRQ�
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The impact of the integration of Guinea-Bissau within WAEMU is not restricted 
WR�WKH�PDFUR�HFRQRPLF�FRQYHUJHQFH�LQ�WKH�UHJLRQ��EXW�DOVR�WR�WKH�VRFLR�FXOWXUDO�
FRQYHUJHQFH��

7KH�(XUR�]RQH�FRXOG�WDNH�LQWR�DFFRXQW�FHUWDLQ�DVSHFWV�UHJDUGLQJ�:$(08��HV-
SHFLDOO\� WKH�VWDQGDUGL]DWLRQ�RI� OHJLVODWLRQ�DQG�EDQNLQJ�VXSHUYLVLRQ�DV�ZHOO�DV�
WKH�H[SUHVVLRQ�RI�VROLGDULW\��+RZHYHU��IRU�D�IXUWKHU�GHHSHQLQJ�RI�WKH�LQWHJUDWLRQ�
SURFHVV�ZLWKLQ�:$(08��WKHVH�FRXQWULHV�FRQWLQXH�WR�EH�LQVSLUHG�E\�WKH�(XUR-
SHDQ�H[SHULHQFH�
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Appendix: 
Institutional Structure of EU, UEMOA and ECOWAS Compared

ECOWAS 

7KH� (&2:$6� ,QYHVWPHQW� DQG� 'HYHORSPHQW� %DQN� �(%,'�� KDV� EHFRPH�
WKH� ¿QDQFLQJ� LQVWLWXWLRQ� IRU� WKH� 1HZ� 3DUWQHUVKLS� IRU� $IULFDµV� 'HYHORSPHQW�
�1(3$'�� SURJUDPPH� LQ� :HVW� $IULFD� IROORZLQJ� WKH� DSSRLQWPHQW� RI� (&2-
:$6� DV� WKH� LPSOHPHQWLQJ� DJHQF\� RI� WKH� 3ODQ� RI� DFWLRQ� LQ� WKH� 6XE�5HJLRQ� 
 
)RU� IXUWKHU� LQIRUPDWLRQ�DERXW�(&2:$6��VHH��KWWS���ZZZ�VHF�HFRZDV�LQW�VLWH-
FHGHDR�HQJOLVK�LQVWLWXWLRQV�KWP!� DQG� 7UHDW\� RQ� �KWWS���ZZZ�LVV�FR�]D�$)�5H-
J2UJ�XQLW\BWRBXQLRQ�SGIV�HFRZDV��(&2:$67UHDW\�SGI!�

WAEMU

$V�SDUW�RI� LWV�UHJLRQDO� LQWHJUDWLRQ�SURFHVV��:$(08�KDV�VHW� WKH�IROORZLQJ�RE-
MHFWLYHV��L��VWUHQJWKHQLQJ�WKH�FRPSHWLWLYHQHVV�RI�¿QDQFLDO�DQG�HFRQRPLF�DFWLYL-
WLHV�RI� WKH�VWDWHV�� LL�� WKH�FRQYHUJHQFH�RI�SHUIRUPDQFH�DQG�HFRQRPLF�SROLFLHV�
RI� VWDWHV� E\� WKH� HVWDEOLVKPHQW� RI� D� PXOWLODWHUDO� VXUYHLOODQFH� PHFKDQLVP�� LLL��
WKH� FUHDWLRQ� RI� D� FRPPRQ�PDUNHW� EDVHG� RQ� WKH� IUHH�PRYHPHQW� RI� SHUVRQV��
JRRGV��VHUYLFHV��FDSLWDO�DQG�WKH�ULJKW�RI�VHWWOHPHQW��DV�ZHOO�DV�RQ�D�FRPPRQ�
H[WHUQDO� WDULII� DQG�D� FRPPRQ� WUDGH�SROLF\�� LY�� FRRUGLQDWLRQ�RI� QDWLRQDO� VHFWRU�
SROLFLHV�LQ�RUGHU�WR�LPSOHPHQW�MRLQW�DFWLRQV�DQG�SRVVLEO\�FRPPRQ�SROLFLHV�LQ�WKH�
NH\�DUHDV�RI�HFRQRPLF�DFWLYLW\��Y��WKH�KDUPRQL]DWLRQ�RI� OHJLVODWLRQ�RI�PHPEHU�
VWDWHV�WR�WKH�H[WHQW�QHFHVVDU\�IRU�WKH�SURSHU�IXQFWLRQLQJ�RI�WKH�FRPPRQ�PDUNHW�� 
 
)RU�IXUWKHU�LQIRUPDWLRQ�DERXW�:$(08��VHH��KWWS���ZZZ�XHPRD�LQW�RUJDQHV�RU-
JDQLVDWLRQ�KWP!�DQG��KWWS���ZZZ�XHPRD�LQW�RUJDQHV�FRQVXOWDWLI�KWP!�
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Appendix - Sanoussi Bilal
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Appendix - Iapadre, De Lombaerde, and Mastronardi

References Appendix – Composition of African Regions

ECOWAS (Economic Community of 
West African States)
Benin
Burkina Faso
&DSH�9HUGH
&{WH�Gµ,YRLUH�,YRU\�&RDVW��WKH
*DPELD��7KH
Ghana
Guinea
Guinea-Bissau
/LEHULD
Mali
1LJHU
1LJHULD
Senegal
6LHUUD�/HRQH
Togo

Southern Africa
Angola
&RPRURV
&RQJR��'HPRFUDWLF�5HSXEOLF�RI
Madagascar
Malawi
Mauritius
0R]DPELTXH
6$&8�
6H\FKHOOHV��WKH
=DPELD
=LPEDEZH

AMU (Arab Maghreb Union)
Algeria
/LE\D
Mauritania
Morocco
Tunisia

Central Africa
&DPHURRQ
&HQWUDO�$IULFDQ�5HSXEOLF
&KDG
&RQJR��5HSXEOLF�RI
Equatorial Guinea
Gabon
6mR�7RPp�DQG�3UtQFLSH

EAC (East African Community)
Burundi
.HQ\D
Rwanda
7DQ]DQLD
Uganda

North East Africa
'MLERXWL
(J\SW
Ethiopia
Somalia
6XGDQ��WKH
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Appendix -  Volker Nitsch

$SSHQGL[�)LJXUH��.HUQHO�'HQVLWLHV�RI�*UDYLW\�5HVLGXDOV�IRU�(DUOLHU�<HDUV

$SSHQGL[�7DEOH��$QDO\VLV�RI�*UDYLW\�5HVLGXDOV

$YHUDJHV 1950 1960 1970 1980
EMU ����� ����� ����� �����
1RQ�(08 ������ ������ ������ ������
W�WHVW��S�YDOXH� ���� ���� ���� ����
.ROPRJRURY�6PLUQRY�
�S�YDOXH� ���� ���� ���� ����

1RWH��5HVLGXDOV�IURP�D�JUDYLW\�PRGHO��DV�WDEXODWHG�LQ�7DEOH����ZLWKRXW�DQ�(08�GXPP\��DUH�XVHG��W�WHVW�GHQRWHV�WKH�DEVROXWH�YDOXH�
RI�D�W�WHVW�IRU�WKH�QXOO�K\SRWKHVLV�RI�HTXDO�PHDQV�RI�UHVLGXDOV�EHWZHHQ�(08�DQG�1RQ�(08�FRXQWULHV��.ROPRJRURY�6PLUQRY�GHQR-
WHV�WKH�SUREDELOLW\�IRU�WKH�.ROPRJRURY�6PLUQRY�WHVW�IRU�WKH�QXOO�K\SRWKHVLV�RI�HTXDOLW\�RI�GLVWULEXWLRQV�EHWZHHQ�(08�DQG�1RQ�(08�
FRXQWULHV����GHQRWHV�VLJQL¿FDQFH�DW�WKH����OHYHO�
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