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IntroductionIntroduction

Economic Development

✔The generation of economic wealth of 
countries or regions;
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countries or regions;
✔Efforts that seek to improve the economic 

wealth and quality of life of a people;
✔Manifests through job creation and retention, 

growing incomes; and
✔An expanding tax base.



Introduction – cont’dIntroduction – cont’d

Regional Integration:
✔ An economic agreement among contiguous nations to allow 

for:
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✔The free flow of ideas
✔The free flow of investment funds
✔The sharing of technology
✔The free movement of goods and services
✔The free movement of labour across borders 
✔ Introduction of institutional best practices.



Main Objectives Regional Integration/CurrencyMain Objectives Regional Integration/Currency

� Building Credibility and Predictability 
� Opening Up the Economy
� Expanding and deepening trade
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� Strengthening Monetary Stability
� Fostering Ability to Undertake Difficult Reforms

Note: The Value and strength of a currency is derived 
from the types and ranges of commodities that back it 
up: especially goods and services exported.



The Fifth stage of Economic IntegrationThe Fifth stage of Economic Integration

A monetary union that ushers in a single currency is 
the fifth stage of regional integration

The Other Steps are as follows:
– Preferential trade area (formation of a trading 
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– Preferential trade area (formation of a trading 
block through a pact)

– Free Trade Area (removes tariffs and quantitative 
restrictions)

– Customs Union (involves the formation of a 
common trade area with a common external tariff)

– Common Market (removes barriers for free 
movement of capital, goods, services and labour)



African Experiences with 
Regional Integration
African Experiences with 
Regional Integration

West Africa

�West African Monetary Zone is a group of 5 
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countries in ECOWAS  (The Gambia, Ghana, 
Guinea, Nigeria and Sierra Leone).  The 
WAMZ was formed in 2000 to rival the CFA 
Franc as a stable currency

�The Franc Zone (grouping of the former 
French colonies) which uses the CFA Franc;



African Experiences – Cont’d African Experiences – Cont’d 

Southern Africa
� The Common Market Area (CMA):  Grouping of 

four countries – South Africa, Lesotho, Namibia 
and Swaziland.  They use the Rand as the 
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and Swaziland.  They use the Rand as the 
single currency although the other members 
have national currencies linked 1:1 with the 
Rand.  This is the oldest regional currency 
arrangement.



African Experiences – cont’d.African Experiences – cont’d.

Southern Africa:
SADC

– Groups 14 countries including 
those in the CMA and has South those in the CMA and has South 
Africa as the dominant member .

– Has plans to set up a Monetary 
Union.  By year 2008 should have 
achieved currency convertibility 
but has yet to do so.



African Experiences – Cont’dAfrican Experiences – Cont’d

Eastern Africa
� The East African Economic Community 

(EAC):
� A grouping of five countries: Kenya, Uganda, 
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� A grouping of five countries: Kenya, Uganda, 
Tanzania, Rwanda and Burundi.  

� Has plans to set up a Monetary Union  with 
a single currency by 2012.  There appears 
to be a strong political will following the 
collapse of earlier efforts in the 1970s. 



African Experiences – Cont’dAfrican Experiences – Cont’d

The Common Market of Eastern and Southern 
Africa (COMESA):

� Groups 20 countries including a number that 
are in SADC
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are in SADC
� Established under a PTA Treaty to create a 

large African market and attract foreign 
investment

� Aims to introduce a full Monetary Union by 
2025.

� Probably covers too vast a geographical area 
comprising diverse cultures.



To sum up the African ExperienceTo sum up the African Experience

Altogether there are half a dozen 
regional groupings in Sub-
Saharan Africa alone!  Eventually, 
they might all come under the 
African Economic Community 
(African Union).



Lessons from the EU Single Currency (Euro)Lessons from the EU Single Currency (Euro)

Facilitated by the following structural factors:
� Underlying political will with roots in 

reconciliation and cooperation process from 
World War II;
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World War II;
� Trade interdependence and social linkages in 

business, tourism and educational exchanges;
� Acceptance of basic political and social values of 

democracy, market economy and the welfare 
state;

� Fairly even economic development with 
comparable living standards; and

� A strong commitment to solidarity.



Key Challenges for AfricaKey Challenges for Africa

� High level of Heterogeneity Amongst African 
countries (by language, history, culture and 
geography);

� Low level of intra-regional trade in Africa (intra-Africa 
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� Low level of intra-regional trade in Africa (intra-Africa 
trade estimated at a paltry 4%);

� Multiplicity of different Integration initiatives (driven by 
different external interests: Anglo- and Franco- ?);

� Absence of observance of convergence criteria;
� Lack or absence of adherence to membership 

criteria;
� Preponderance of supply side constraints. 



ConclusionConclusion

A regional currency is feasible and desirable but 
requires:

� Realistic long-term planning and political commitment;
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� Realistic long-term planning and political commitment;
� Clear criteria for membership and a coherent programme of 

macroeconomic harmonization;
� Subjugation of national interest to that of the region;
� Collective discipline to adhere to agreed performance criteria 

that guarantee long-term gains; and 
� Respect for institutional roles that ensure harmonization at 

various levels of economic activity.



Thank You!Thank You!

Ellias.Ngalande@mefmi.org
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