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Finance ministers and central bank governors 
of 15 West African countries, in June this year, 
met in Abidjan to deliberate and agree on 
technical issues surrounding the creation of a 
single currency for the Economic Community 
of West African States (ECOWAS) next year. 
TThe Côte d’Ivoire Finance Minister, Adama 
Kone, said the community has established a 
roadmap for the establishment and 
implementation of a new currency, which will 
follow a gradual approach that allows 
countries that have met the convergence 
criteria to join the monetary union, an 
iintergovernmental agreement that involves 
two or more states sharing the same currency. 
The recommendation for the single regional 
currency is expected to be approved at the 
end of June 2019 when the countries’ leaders 
will gather for a summit in Abuja, Nigeria. 
The intent of a single West African currency is 
tto leverage the fairly robust terms of political 
cooperation that exist among the bloc’s 
members and promote greater intra-bloc 
trade relationships that are impeded in part 
by the cost of doing business across multiple 
currencies. Despite the efficiencies that would 
be gained from conducting trade using a 
singlesingle currency, as opposed to the nine 

(not to mention global currencies, such as the 
U.S. dollar, or Euro) that the region currently 
trades in, there are geopolitical reasons the 
single currency might not see the light of the 
day. The fear of loss of sovereignty, the 
implications of the move on the economies of 
individualindividual countries, and the fear of 
empowering an intra-bloc hegemon make for 
acceding to a single regional currency 
geopolitically perilous. 

The Eco, the single currency proposed by 
ECOWAS, was rst planned to be introduced in 
2003 but was postponed several times, to 2005, 
2010,2010, 2014 and, at a meeting of the 
Convergence Council of Ministers and 
Governors of West Africa on 25 May 2009, to 
2015 due to the international economic crisis. 
A subsequent Council meeting in December 
20092009 also established a plan to begin work to 
merge the Eco with the existing sub-regional 
Communauté Financière Africaine (CFA) franc 
immediately upon the launch of the Eco; this 
was planned to be achieved by 2020.

Establishing and supporting a West African 
regional currency has an even longer 
geopoliticalgeopolitical history. A critical look into the role 
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of France in underwriting the CFA franc used 
by most of its former colonies in West Africa - 
the eight countries who make up the West 
African Economic and Monetary Union, 
UEMOA - presents a major challenge to the 
single currency in the region. Despite the 
memerits of the French-backed CFA franc - 
leveraging multiple national economies to 
achieve currency stability and strength that a 
single economy could not match - many 
observers see it as a relic of the colonial era, 
as the countries in this zone (Bénin, Burkina 
Faso, Côte d’Ivoire, Mali, Niger, Senegal, and 
TTogo, as well as Guinea Bissau, which was a 
Portuguese colony), following their 
independence, signed monetary cooperation 
agreements preserving a dependency with 
Paris. The implication of the agreements 
includes a guaranty of the convertibility of the 
CFA franc to the French franc (the Euro since 
1999)1999) and a peg between the CFA franc and 
the French franc, and later to the Euro. In return 
for the CFA franc guarantee, though, members 
of the zone forfeited monetary policy and also 
had to deposit at least 65 percent (recently 
renegotiated to 50 percent) of their external 
reserves into special accounts held by the 
FFrench treasury. Hence, the eight ECOWAS 

 

countries moored to the single European-backed currency is already established as a stumbling 
block for the realisation of the West African single currency.  
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1. West African Finance Ministers Inch Closer to Single Currency - 
https://www.bloomberg.com/news/articles/2019-06-18/west-african-nance-
ministers-inch-closer-to-single-currency

2. Monetary Union in West Africa (ECOWAS) - 
https://www.imf.org/external/pubs/nft/op/204/

It is expected that the Eco would be modelled after the Euro, the unied currency used by 27 
member countries of the Eurozone. However, the Euro has several shortcomings, notably the 
inability of any individual economy to control for economic shock. With the utilization of a single 
currency, macroeconomic uctuations have in the past been controllable by the individual 
country. National governments could adjust interest rates and exchange rates to encourage 



investments and large consumer purchases 
with national currencies. The Euro, 
unfortunately, makes interest-rates 
adjustments by individual countries 
impossible, so this form of recovery is lost as 
interest rate decisions for all of the Eurozone 
aare controlled by the European Central Bank 
(ECB).

The sovereign ability of individual countries 
to adjust their currency’s exchange rate, and 
notably devalue their currency in case of an 
economic downturn, is lost. In such an 
instance whereby an exchange rate value is 
rretained at an excessively high rate, foreign 
purchases of the countries’ goods are 
discouraged.  The implication is that countries 
will nd it difficult to fully be in control of 
managing their economic recovery process. 
The adjustments that Nigeria was able to 
make to its FX regime during the 2016 
eeconomic recession for example would have 
been impossible, with the potential impact 
of prolonging the recession. Single multi-
country currencies lean towards stability as 
opposed to exibility and this can hamper 
policy responses. There is no exchange-rate 
uctuation for individual Euro countries.

Because of the Stability and Growth Pact of the Eurozone union, governments of individual countries 
are restricted to keeping their budget decits within the requirements of the pact. This limits their 
freedom in boosting spending during economically difficult times and limits their effectiveness in 
pulling the country out of a recession.

In addition to the chance of economic shock within the Eurozone, there is also the chance of political 
shock. The lack of a single voice to speak for all euro countries could cause problems and tension 
amongamong participants. There will always be the potential risk that a member country could collapse 
nancially and adversely affect the entire system. Considering the diversity of governance models as 
well as political and economic imperatives found within the bloc, West African countries supporting 
the proposed ECOWAS single currency are not positioned to overcome these challenges since the 
action of one small state, say, The Gambia, could adversely impact a much larger state like Nigeria. 

One of the conditions set for the implementation of the single currency in West Africa is that all 
membermember countries must achieve single digit ination of 5% or less. This is a difficult requirement to 
meet, especially for Nigeria, the largest economy in the region, whose ination rate averaged 11.92 
percent between 2003 and 2016; Ghana experienced an average ination rate of 16.92 percent 
between 2000 and 2016, rates which by far exceed the 5 percent requirement.



The fact that West African countries are largely net trade importers is yet another set 
back for the single currency decision. For instance, Nigeria, according to former 
minister of Agriculture Audu Ogbeh, spends $22 billion annually on food importation 
and spends signicantly more on importing rened petroleum products. This puts the 
country in a position where its scarce foreign exchange supplies must continually 
chase these goods whose prices are set externally.

WWest African countries do not trade primarily with themselves, which also stands as a 
challenge to the uniform currency in the region. The primary use for a single currency 

is to facilitate trade. In the situation where intra-bloc trade is so 
low, the outstanding question remains: what is the true agenda 
for a single currency? Geopolitics also informs the reticence 
toward deeper economic integration in West Africa: none want 
to yield sovereignty to a neighbour. As much as the CFA franc is 
a meritorious regional currency, it was also established as a tool 
ofof geostrategy to unify and empower francophone West African 
countries to counter Nigeria’s hegemonic capabilities. 
National governments in the ECOWAS region will not want to 
cede monetary policy to Abuja, nor will any Nigerian 
government willing cede monetary policy to a neighbouring 
government smaller than several of its internal state 
governments.   

AA more compelling solution for facilitating greater intra-bloc 
trade, and which has a far lower risk to sovereignty, may be to 
address structural issues, such as inadequate supply chain 
infrastructure, arbitrary border tariffs and non-tariff barriers, 
abysmal corruption and wide-area insecurity, especially 
considering that eight of the 15 countries, the majority, already 
have the CFA franc as a common currency. The sub-region’s 
lalargest partner, the EU, accounts for 37.8 percent of total trade. 
Meanwhile, Nigeria exported only 2.3% and imported less than 
0.5% from other West African countries in 2010. Unfortunately, 
the trend still remains the same.

Despite the political merits of establishing a single currency in 
West Africa, the outlook for the Eco appears unreachable, if 
trade and economic integration, not to mention safeguarding 
nnational geopolitical interests, is the main motivation.
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