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Abstract 
Purpose-This paper makes an analysis of trade in the WAMZ as well as the WAMZ’s trade 
with other countries in West Africa, Europe and Asia based on the Optimal Currency Area 
(OCA) theory. This theory first proposed by Mundell (1961) as a basis for evaluating whether 
or not an area constitutes an optimal currency area is exploited in assessing whether or not 
the WAMZ constitutes an OCA. 
Methodology/Design/Approach-Data utilized for the trend analysis were sourced from the 
World Bank’s World Development indicator (WDI) and annual reports of the central bank of 
each WAMZ member country considered. The data spans from 2002 to 2013 and it covers 
five (5) WAMZ member countries. Similarly, data for the trade analysis was sourced from 
the World Bank’s World Integrated Trade Solution (WITS) and it for the period 2000 to 
2012.  
Findings-While, I found strong evidence against trade symmetry in the WAMZ, there are 
some evidence of marginal convergence in inflation, real GDP growth and monetary policy 
rate. Moreover, while I found reasons to believe that the convergence is partially as a result of 
the convergence criteria, trade in WAMZ remains significantly low and more so for 
WAMZ’s trade in West Africa. 
Originality/value-This paper concludes that on the basis of trade, WAMZ does not qualify 
as an OCA. This means that more time is needed for convergence of intra WAMZ trade and 
in this regard, this paper supports the WAMI’s declaration of achieving integration in the 
year 2020. 
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1. Introduction  
The consideration for a monetary union 

in West Africa has remained a central focus 
and a major point of deliberation for most 
institutions in the African continent. A 
regional central monetary institution is 
envisaged to harmonize economic and 
monetary policies, to liberalize trade in the 
region, to supervise members’ balance of 
payment, to provide members with better 
access to the resource of the primary 
international institutions and also to offer the 
community a better instrument at the world’s 
collective bargaining table. “A special 
function of such an institution would be to 
offer advice and guidance to the whole 
region on monetary matters on the basis of 
the study of the special conditions and needs 
of the community” Ofori-Abebrese(2006). 

The West African Monetary Institute 
(WAMI/Institute) was set up in Accra, 
Ghana, on January 2001 as a specialized 
agency instituted by the Economic 
Community of West African States 
(ECOWAS). The Institute is to undertake 
technical preparations for the establishment 
of a single West African Central Bank and 
the launching of a common currency called 
“Eco” in the West African Monetary Zone 
(WAMZ/Zone). Thus, aside the monitoring 
of quantitative convergence criteria, the 
mandate of the Institute has been extended 
over the years to include taking measures 
that will facilitate trade integration, financial 
sector integration, payments system 
development and statistical harmonization. 
The monetary zone is composed of six West 
African countries, namely Ghana, Gambia, 
Guinea, Liberia, Nigeria and Sierra Leone. 
The mandate for the proposed integration 
was established when these countries except 
Liberia1 signed the ‘Accra Declaration’ which 
defined the objectives of the Zone as well as 
an action plan and institutional 
arrangements to ensure the speedy 
implementation of the proposed integration. 

                                                           
1 Liberia declined to sign and participate in the 
proposed integration but re-joined in 2010. 

It is envisaged that this Zone will later be 
merged with the West African Economic and 
Monetary Union (WAEMU)2 to form a single 
monetary zone in West Africa. These are 
decomposed strategic objectives of the 
Economic Community of West African State 
(ECOWAS), a mother body with the 
comprehensive objective of integrating the 
economies of all it fifteen (15)3 member states 
in West Africa. Let me hasten to add that the 
proposed integration is inspired by the 
success of the Euro as a common currency of 
the European Monetary Union. Despite 
efforts by the West African Monetary 
Institute (WAMI/Institute) to fast-track the 
integration, as initial date for the launch of 
the common currency was on January 1, 
2003, member States’ inability to comply 
with all the four (4) primary criteria4 
simultaneously and on sustainable basis 
have delayed convergence. Thus, the zone 
has witnessed further three consecutive 
postponements of scheduled integration on 
July, 1 2005, December 1, 2009 and January 1, 
2015 from the initial date of January 2003. 
Following the failure of the scheduled 
integration in January 1, 2015, concerns were 
that more time is needed to allow for 
convergence of macroeconomic indicators 
and this development led to the 
postponement of integration to 2020 during 
the convergence assessment meeting held in 
Abuja, Nigeria on July 2014. The Economic 
Community of West African State 
(ECOWAS) started the Eco initiative in April 
2000 but later handed it over to the West 
African Monetary Institute (WANI/Institute) 
to achieve integration in the West African 

                                                           
2 WAEMU, which is part of the CFA franc zone, 
has eight members, namely, Benin, Burkina Faso, 
Cote d'Ivoire, Guinea-Bissau, Mali, Niger, Senegal, 
and Togo. 
3 Membership includes Cape Verde who is not yet 
a member of either WAEMU or WAMZ.  
4 A single-digit inflation rate at the end of each 
year; A fiscal deficit of not more than 4% of the 
GDP;A central bank deficit financing of not more 
than 10% of the previous year’s tax revenues; 
Gross external reserves that can give import cover 
for a minimum of three months. 
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Monetary Zone (WAMZ). The feasibility of a 
wider monetary unification in ECOWAS 
poses several economic and institutional 
threats as discussed in Debrun, Masson & 
Pattillo (2005). Regardless of the possible 
positive impacts of the proposed integration 
and the success of the Eco likened to the 
Euro, it must be emphasized that the 
“European monetary integration was a 
multilateral effort culminating in the creation 
of a supranational currency. Following the 
Euro ideology, we can only see in the future 
how the Eco will enhance the single market 
ideology harbored in the ECOWAS since 
1975. The rest of this paper is given as 
follows; a theoretical review in section 2 and 
an analysis of convergence in section 3. 
Section 4 discusses trade in WAMZ as well as 
WAMZ’s trade with the rest of the world and 
finally, conclusion remarks given in section 
5. 
 
2. Literature Review 

The introduction of a common currency 
among countries means the giving up of 
sovereign national currencies, which define 
the country’s political power and identity, 
for a currency which now defines these 
countries as a single economic block. The 
decision of not only giving up a country’s 
sovereign currency but also waiving the 
powers of its central bank is a critical one to 
make. The Optimal Currency Area as 
proposed by Mundell (1961), suggests two 
possible paths (flexible and fixed currency 
area) depending on which authority will be 
responsible for ensuring external rebalancing 
as a result of current account imbalances. In 
his seminal work, Mundell (1961) again 
established that the fault lies not with the 
type of currency area but with the domain of 
the currency area. However, he concluded 
that factor mobility across national 
boundaries permits a fixed currency area as 
opposed to a flexible currency area. Thus, a 
country’s decision to join a monetary union 
should be based on not just the situations 
that apply ex-ante but also the conditions 
that apply ex-post, thus weighting the 

economic effects under the currency union 
Alesina, Barro and Tenreyri (2003). The 
benefits associated with either of the system 
of a currency area, as proposed by Mundell, 
should be evaluated carefully, as gains in 
trade emanating from the aftermath of the 
intended integration may not accrue to 
countries forming the union since trade may 
be diverted to higher cost-supplier within the 
integrating area Viner (1950) thus, trade 
diversion losses may now outweigh trade 
creating gains Whalley (1998). However, it 
should be noted that this is only possible if 
the proposed new currency devalue against 
the formal currencies of the respective 
member countries of the new economic 
union. Debrun, Masson and Pattillo (2005), 
argues that government in most African 
countries tend to channel public resources 
towards socially useless activities and they 
are inefficient at raising sufficient tax 
revenue-thus violating fiscal discipline. 
Given this preamble, giving up monetary 
policy through a currency union may not be 
counted as a significant loss of policy control.  
Moreover, Ofori-Abebrese (2006), concluded 
that even though policy cooperation in the 
West Africa is a positive sum game, member 
states should first streamline their 
macroeconomics policy such as inflation, 
deficits and public debt ratio, gross reserve 
and exchange rate policies etc. toward the 
achievement of the convergence criteria set 
by the West Africa Monetary Institute 
(WAMI). Also relevant in the discussion of 
an OCA is factor mobility. However, scanty 
data on this variable makes it difficult for its 
extensive discussion. Chuku (2012) did not 
conclude that labour mobility was a hurdle 
to the currency union in West Africa, but he, 
however, stated that labour mobility was a 
challenge in the sub region. His concern was 
that there were not enough credible data to 
access this effect empirically. Perhaps, the 
supremacy of trade and it extensive 
discussion in most academic papers5 on 

                                                           
5 Rose (2000), Chuku (2012), Ofori-Abebrese (2006), 
Debrun, Masson and Pattillo (2005), Alesina, Barro 
and Tenreyri (2003), Beetsma and Giuliodori (2010) 



Isaac Mensah 

 

90 

 

issues of currency union could be based on 
the work of Rose (2000) who found that 
currency union between two countries tends 
to triple trade. Furthermore, the findings in 
Frankel and Ross (2002) and Qureshi and 
Tsangarides (2009) all throw their weight in 
favour of trade. More specifically, Oureshi 
and Tsangarides (2009) found that the effect 
of a currency union on Africa’s bilateral trade 
is almost double than that for an average 
country in the world. Thus, suggesting that a 
currency union in Africa has a relatively 
greater positive spillover effect on intra-trade 
among members of the union. Moreover, 
more evidence of monetary union effect on 
trade, especially for small countries are given 
in Glick and Ross (2001)6, Persson (2001)7 and 
Tenreyro (2001) where the sample are 
basically country pairs of common currencies 
that are either currency unions formed by 
very small or poor countries or very small or 
poor countries adopting the currency of 
larger countries. 

 
3. Analysis of convergence 

Given the diverse economic objectives of 
member states, the West Africa Monetary 
Institute (WAMI) has established standards 
which aim at achieving convergence of the 
economies of member states. These 
standards8 are a set of macroeconomics 
indicators called the convergence criteria. 
This section analyses convergence of real 
growth using the real GDP, convergence of 
prices using inflation (CPI, average consumer 
prices %), and financial market integration 
using the monetary policy rate. Data for 
these analyses are from the World Bank’s 
World development Indicator (WDI) and 

                                                                         
etc only measure the effect of trade without 
considering labour. 
6 They used a panel data from 1948 through 1997. 
Thus, they found that adopting a currency union 
nearly double trade among member countries. 
7 His work was a major critic of Ross (2000). His 
methodology solved the problem of non-random 
selection and found that the effect of currency 
union on trade weight about 65 percent 
8 See note 5 for the primary convergence criteria  

annual reports of each member states’ central 
bank.   

Figure 1 Trend in Real GDP growth level 
for some WAMZ member countries 

 
Source: Self drawn 

Differences in economic shocks, terms of 
trade, natural endowment, asymmetric 
economic and international policies, and 
variations in the political objectives of 
member states have accounted for the 
differences in the stages of real growth in the 
WAMZ. This has impacted convergence and 
has made the work of the WAMI technically 
difficult. For example, GDP growth of the 
WAMZ was projected to decline from 8.7% 
to 6.9% in 2011 and 2012 respectively. Also, 
the convergence scale in the WAMZ area was 
projected to go down from a score of 79.2% 
to 62.5% in 2011 and 2012 respectively. Thus, 
in 2012 none of the member countries met all 
the four primary criteria. Moreover, average 
inflation rate also increased from 11.6% in 
2011 to 12.6% in 2012 in the WAMZ. 
However, Nigeria achieved in 2014 all the 
four primary criteria in the recent 
convergence assessment9 done in Abuja, 
Nigeria. In addition to the diverse economic 
challenges facing member states, the recent 
Ebola epidemic ravaging West Africa is 
making things much more complicated. 
Thus, it had already claimed over 5,000 lives 

                                                           
9 See Table 1a in appendix  
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by July 2014 in the affected countries10and 
left over 7000 infected people sitting on 
tenterhooks as the world is yet to develop 
lasting vaccines for its cure. According to the 
September 2014 World bank economic 
impact report on the Ebola epidemic, forgone 
output is likely to account for  a short run 
loss of 2.1 percentage points in GDP in 
Guinea, 3.4 percentage points in GDP in 
Liberia  and 3.3 percentage point in GDP in 
Sierra Leone. Also in fiscal terms, short term 
losses are estimated to be 1.8% of GDP for 
Sierra Leone, 4.7% of GDP for Liberia and 
1.8% of GDP for Guinea. 

Starting from different GDP growth 
levels with Sierra Leone recording the 
highest of about 26.5% followed by Nigeria 
with a growth level of 24% and The Gambia 
recording the least of -3.2% in 2002, GDP 
growth levels have converged among 
member states between 0% to 10% over the 
years starting from 2003 to 2013 with 
significant shocks in 2005 and 2011, where 
the GDP growth level fell to -0.92% and -
4.29% respectively in The Gambia. Also in 
2009, was a marked fall in GDP growth level 
in Guinea below the 0% benchmark to -
0.28%. However, Ghana experienced a 
positive shock in 2011 pushing it GDP 
growth to a record high of 15%. It is 
important to note that the factors which 
caused these shocks were not conventional 
factors that usually influence the dynamics of 
the GDP growth. For example, the sharp 
increase in Ghana’s GDP growth level in 
2011 was as a result of the inclusion of the 
oil11 revenue in its GDP. Similar to the 

growth of Ghana, was that of Sierra Leone in 

                                                           
10 The three most-affected countries are 
convectional member states of WAMZ except for 
Liberia who only confirmed her membership in 
2010. Also, two of the leading members of the 
WAMZ are also in the list of highly susceptible 
Ebola country-thus Ghana and Nigeria. 
11 The discovery of the oil in commercial quantity 
was announced in 2007 by Kosmos Energy, 
Anadarko Petroleum and Tullow Ghana Limited a 
consortium engaged in the oil exploration west of 
Cape Three Point near Axim. 

2012 and 2013 which stood at 15.2% and 
20.1% respectively.  However, it is not very 
clear whether this evidence of convergence in 
GDP growth can be attributed to member 
states commitment to signaling their 
readiness for a currency union or as a matter 
of generic coincidence.  Moreover, it is also 
not clear whether to attribute the evidence of 
the convergence in the GDP of member states 
to the workings of the WAMI and its 
commitment to work achieve the much 
needed monetary integration of the member 
states of the WAMZ. Intuitively, there are 
reasons to believe that this evidence of 
convergence might have some connection 
with the workings of the convergence criteria 
as member states are tasked to achieve 
convergence leading to integration. 
3.1 Analysis of Price Convergence 

As done in the analysis of real GDP 
growth and using 0% to 10% as the 
benchmark inflation rate for integration, The 
Gambia and Guinea started off in 2002 
within the benchmark inflation interval 
attaining 8.6% and 2.9% respectively. 
Exceptions were the inflation levels in both 
Ghana and Nigeria, which were at higher 
levels above the benchmark levels set. Also 
critical was the deflation in Sierra Leone of 
3.6%. 
Figure 2 Trend in inflation for some WAMZ 

member countries 

 
Source: Self drawn 
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It is quite evident that achieving the 
benchmark inflation level has been a critical 
challenge for member states. Except for The 
Gambia, who has been quite consistent in 
achieving the inflation target after 2003, other 
member states achieved relatively higher but 
similar inflation levels that were above the 
benchmark target of single inflation digit. 
While inflation levels in The Gambia were 
more robust and relatively stable starting in 
2007, inflation in other member states 
remained elastic and relatively high. Ghana’s 
inflation showed a marked decrease starting 
in 2008 to 2010 and was roughly stable in 
2011 and 2012 at 7.6% and 7.0% respectively. 
This decrease was critical, in that it was 
within the benchmark level, meaning that 
from 2010 to 2012 only Ghana and The 
Gambia achieved the single digit inflation 
target after only The Gambia achieve this 
target in 2006, The Gambia and Nigeria in 
2007 and The Gambia, Guinea and Sierra 
Leone in 2009. Despite efforts by member 
states to achieving the primary12 convergence 
criteria, a fiscal deficit of less than 4% of GDP 
and single digit inflation targets have been 
the toughest to achieve by member states. 
However, Gambia has been much disciplined 
in achieving the latter since 2004. 
3.2 Analysis of financial integration 

Figure 3. Trend in monetary policy rate 
(except Sierra Leone) 

 
Source: Self drawn 

                                                           
12 See appendix Table 1b&c 

According to Bordo (2004), it took the US 
about 150 years to achieve monetary union, 
an objective the EU achieved less than one-
tenth of the time of the US. It is not very clear 
how long it will take the WAMI to integrate 
the financial markets of its member states. 
However, some structural engagements to 
integrate the financial sectors in the zone are 
given as follows; the College of Supervision 
of the WAMZ (CSWAMZ) was tasked to 
review the computation, mode of 
classification, and reporting of the Non-
performing Loans (NPLs) in member states 
with a view to proposing a common 
treatment among member states (a marginal 
response to statistical harmonization in the 
financial sector). Furthermore, there were 
collaborations in 2014 to enhance the 
payment system development project and 
some member states including Nigeria and 
Gambia have already started with its 
implementation.  

In this analysis, findings are quite similar 
to that of real GDP growth and inflation 
discussed above. However, I found evidence 
of a marginal convergence of interest rates 
between the range of 10% and 20%. Note that 
Sierra Leone is not represented due to lack of 
data. Generally, interest rates in West African 
countries are considerably high and volatile 
and the intuition could be principally the risk 
factor in the financial market and the fact 
that it is the mostly used monetary variable 
to adjust for inflation, GDP growth and other 
external shocks. For example, in Ghana, the 
monetary committee of the central bank 
usually adjusts interest rate as a response to 
volatility in exchange rates and inflation 
coming from hikes in factor cost and 
imported goods. While interest rates in 
Ghana fell sharply in 2001 to 2006, it fell 
relatively slowly in Nigeria in the said 
period. Also in the same period, interest rate 
in Gambia rose to its peak in 2003 and 
thereafter fell sharply in 2004-2005. From 
2006-2013, interest rate in Ghana and Gambia 
fluctuated between 10%-20%, while in 
Nigeria, interest rate fell below 10% from 
2006-2011 but re-entered the 10%-20% 
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domain thereafter. In Guinea, interest rate 
stood at 16.25% in 2005 but rose above the 
10%-20% benchmark in 2006 and stood 
considerably stationary above the said 
benchmark from 2007-2008 reaching its peak 
in 2009. In 2009, the interest rate in Guinea 
fell sharply from its peak to its lowest of less 
than 10% in 2010. Moreover, while interest 
rate in Guinea increased again and sharply 
from 2010-2011 it remained within the range 
of 10%-20% afterwards. In summary, even 
though interest rates in member countries 
have remained relatively high, it is quite 
typical of countries that usually have high 
risk of borrowing and possibly lack of 
competition between national and zonal 
financial institutions. Moreover, it is not very 
clear as to whether the evidence of the 
marginal convergence should be attributed 
to policy formulation aimed at integrating 
the financial sector in each member states. 
However, such co-movements are usually 
not coincidental and some commendation 
should be given to all stakeholder involved 
in the bid to integrate the financial sector 
which of course remains a technically 
challenge for the WAMI. 
 
4. Analysis of WAMZ trade 
4.1 The Optimal Currency Area (OCA): 
Trade Symmetry in the WAMZ 

After the theory of the Optimal Currency 
Area (OCA) pioneered by Mundel in 1961, 
other theories have emerged over time to 
enhance the assessment of what actually 
constitute an optimal currency area. 
Furthermore, research on this subject became 
more profound given the finding in Ross 
(2000) and other academic papers that 
concluded on a high significant effect of 
currency union on trade. This section makes 
an extensive analysis of intra-WAMZ trade, 
WAMZ’s trade in West Africa and finally, 
WAMZ’s trade with the rest of the world. 
Data for this analysis was sourced from the 
World Bank’s World Integrated Trade 
Solution (WITS).  
 

4.1.1 WAMZ trade with some developing 
and developed countries - the case of 
Gambia 

Table 2a&b (see appendix) describe the 
trend in Gambia’s export and import trade 
for the period 2000-2012. In this analysis, I 
will consider Gambia’s trade with some West 
African countries (as defined in UNCTAD 
handbook 2013), its intra-WAMZ trade and 
finally trade with its major trading partners 
in Europe, America and Asia. The choice of 
the year 2000 as the start date of most figures 
in this section is motivated by the fact that 
most critical activities in the WAMZ were 
initiated from the year 2000 starting with the 
Accra declaration in 2002 and the first 
integration date in 2003. Thus, my interest is 
to critically consider how policy changes 
have influenced and guided the trend of 
trade during years of critical institutional 
initiative in the WAMZ. It is reasonable to 
think of member states support for policies 
that motivated the objective of economic 
integration at both country and regional 
levels and it will not be surprising to see this 
trend in the trade relation among member 
states. This is to say that there is somewhat 
high expectation for intra-WAMZ member 
trade. Again, the inclusion of some West 
African countries in this trade discussion is 
to assess in a naive way the trend of trade in 
the sub-Sahara region and the rational for the 
future broader integration of the WAMZ to 
the WAEMU. Generally, Gambia’s exports to 
its external (non-African countries) partners 
have decreased considerably, however there 
are no clear-cut patterns to describe its export 
in West Africa and to other WAMZ member 
states. Gambia’s fluctuating intra-West 
Africa export trade trend started with about 
40% export trade in 2000, which reduced by 
37% to about 2% of export trade in 2001. The 
fluctuating trend continued until 2004 when 
it begun to increase marginally until 2006 
where export trade stood at approximately 
31%. The trend continued to fluctuate after 
2006 reaching its peak in 2011 of about 63.5% 
intra-West Africa export trade. Despite the 
fluctuating trend, the average of export trade 
was higher for the last half of 2006-2012 than 
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the average of the other half of 2000-2006 of 
the period under review. Similarly, Gambia’s 
export trade with other WAMZ member 
countries fluctuated considerably starting 
with as low as about 1% intra-WAMZ export 
trade which fell in 2001 but rose sharply in 
2002 to about 13.1%. The aftermath of the 
2002 rise, was a disappointing fall in 2003 
reaching its lowest in 2004 of about 0.18% of 
export trade. Possibly motivated by the 
scheduled integration in 2005, export trade 
rose sharply to its highest of about 46% 
which fell in 2006 to about 0.96%. The 
fluctuation in export trade continued after 
2006 with considerably high export trade in 
2009 and 2011 of about 24.2% and 23.3% 
respectively. Surprisingly, unlike the intra-
West Africa higher export trade average for 
the last half of the period under 
consideration, Gambia’s intra-WAMZ export 
trade average was higher in the first half of 
2000-2006 than the average of the last half of 
the period 2006-2012. It is quite evident that 
policy formation motivates Gambia’s intra-
WAMZ trade and this is explained by the 
higher export trade in years preceding or 
years of scheduled monetary integration. 
Thus, for the scheduled date of January 2003, 
export trade in 2002 rose significantly to 
13.1% with similar trend for the scheduled 
dates of July 2005 and January 2009 with 
46.0% and 24.2% of export trade respectively. 
What is striking in this analysis is that 
despite the general falling export trade trend, 
the magnitude of export trade with its 
external trading partners especially in 
Europe remained significantly high relative 
to export trade in WAMZ and West Africa 
analyzed individually or put together. 
Unfortunately, Gambia’s export trade is 
highly dependent on the UK market which 
makes UK the preferred export destination 
for Gambia as against the possible choice of 
Ghana, Nigeria, Gambia, Guinea or Sierra 
Leone given the idea of a monetary union. 
Aside the UK, Senegal was the second 
recipient of export trade from Gambia, 
however, this makes sense because of the 
geographical proximity. As stated before and 

as shown by the data, Gambia has no clearly 
established trade links that yield any 
significant export trade results except for the 
marked export with Sierra Leone in 2003 and 
with Guinea in 2005 and 2009 representing 
about 11.6%, 45.09% and 23.9% of export 
trade respectively. However, all these high 
export trade can be thought to be motivated 
by zonal policy formation intended to 
motivate integration as 2003, 2005 and 2009 
were all scheduled but failed years of 
monetary integration. Except for Gambia’s 
significant policy motivated bilateral export 
trade with Sierra Leone and Guinea in 2003, 
2005 and 2009, bilateral export trade relation 
with Ghana and Nigeria have been 
discouraging. Thus, even for the years of 
expected integration in the zone, Gambia’s 
export trade with Ghana and Nigeria hardly 
increased ranging between approximately 
0.03% and 1.5% and 0.004% and 0.85% 
respectively for the period 2000-2012. 

As disappointing as Gambia’s export 
trade may seem for the integrating institution 
and managers of the WAMZ, it however 
seems much better than its intra-WAMZ and 
intra-West Africa import trade.  Thus, 
Gambia’s import trade depended relatively 
more on Cote d’Ivoire than on Guinea and 
Sierra Leone despite the geographical 
advantage these two countries have over 
Cote d’Ivoire and the possible zonal 
properties that these two countries share 
with Gambia.  In general terms, Gambia’s 
average export trade was higher than its 
import trade in West Africa, and while 
Senegal dominated it export trade, Cote 
d’Ivoire dominated its import trade with 
significant import trade shares of about 11% 
of the total import trade of about 13.8% in 
2000, about 12.6% of the total import trade of 
about 16.3% in 2009 and 21.09% of the total 
import trade of about 26.3% in 2011. Despite 
Cote d’Ivoire’s influence on Gambia’s import 
trade, Gambia traded relatively higher but 
marginal with Senegal than with Cote 
d’Ivoire in 2002 and 2003 with import trade 
of about 4.4% and 4.6% respectively. 
However, Gambia’s intra-WAMZ import 
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trade yielded disappointing trend which it is 
quite tempting to disbelieve its possible trade 
synergy with other WAMZ member 
countries. Thus, the sum of its year on year 
import trade with all WAMZ member 
countries were not enough to account for 
even  half of its year on year trade with both 
Cote d’Ivoire and Senegal. Moreover, 
contrary to the influence of policy change 
that resulted in the marked increase in export 
trade in years of scheduled integration, 
import trade was generally stationary and 
did not reflect any principal shock ( not even 
in 2003, 2005 and 2009) which could be 
thought to have been motivated by policy 
change to quicken integration. Gambia’s 
import trade with its external trade partners 
was fairly distributed. Thus, Gambia 
extended its bilateral import trade relation by 
trading fairly with most of its external 
partners in Europe, America and Asia. 
However, Germany dominated Gambia’s 
import trade with the UK and China 
following with relative similar share of 
import trade. Moreover, the momentum of 
China’s trade relation with Gambia has 
increased over time starting in 2006. Despite 
the general decreasing import trade 
dependence on external markets, the average 
and the share of import trade with it external 
partners still remain significantly high 
compare to Gambia’s import trade in the 
WAMZ and also in West Africa. Also, 
important to consider in the discussion is an 
analysis of the trend of trade loss from 
external (developed) trading partners to 
internal (African country preferable a 
WAMZ member) as trade relationships 
overtime are affected by the dynamic nature 
of global trade and commodity price. 

Unfortunately, trade losses to developed 
partners were gained by developing 
countries like China, India and Malaysia 
other than member states of the WAMZ 
except for the years 2003, 2005 and 2009 
where significant gains were made by only 
Guinea and Sierra Leone. Thus, Ghana and 
Nigeria never accounted for any material 
gain in trade loss from developed partners 

except for the conventional fluctuation of 
trade (import and export) with Gambia. 
4.1.2 WAMZ trade with some developing 
and developed countries – the case of 

Ghana (see Table 3a&b) 

Ghana’s export trade in West Africa was 
relatively lower than Gambia’s export trade 
with the highest export trade in 2011 of about 
33.1% which was about 0.06 percentage 
points less of Gambia’s third highest export 
trade in 2000. In general sense, geographical 
proximity made Senegal an important trade 
partner for Gambia, however, similar feature 
was seen in Ghana’s export trade trend as it 
traded relatively more with Burkina Faso, 
Togo and Cote d’Ivoire than with any other 
West African country (excluding member 
states of WAMZ). Thus, Ghana’s export trade 
with Togo was the highest among its border 
countries trade representing about 25% of the 
total of about 33.2% of export trade in 2011. 
Also, Ghana’s export trade with Burkina 
Faso was significantly high of about 12.6% of 
the total of about 13.4% in 2006. If 
geographical proximity which manifests 
itself into higher cross border trade runs 
supreme over differences in external prices, 
then a single currency in the WAMZ will be a 
disadvantage to Ghana and Nigeria given 
their geographical positions relative to the 
position of other WAMZ member countries. 
However, it is still early to make a conclusion 
on this hypothesis since it is necessary also to 
take into consideration the trade trend in 
other member states of the WAMZ. Finally, 
on intra-West Africa export trade, Ghana’s 
export trade with other West Africa countries 
(excluding WAMZ member states) though 
small, increased considerably over the period 
of 2000-2012. Thus, for the first half of the 
period 2000-2012 year on year export trade 
was hardly above 7%, however, in the second 
half of the same period export trade 
remained relatively high above the 7% 
benchmark in 2006, 2009, 2011 and 2012 of 
about 13.4%, 9.8%, 33.1% and 8.0% 
respectively. In intra-WAMZ trade, Gambia’s 
export trade was relatively robust especially 
in the years of scheduled integration than the 
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export trade of Ghana (assuming away the 
effect of missing data). Thus, Ghana’s export 
trade in the zone was roughly stable between 
limits of approximately 1.2% and 3%, except 
for the lowest export trade in 2004. In 
addition, contrary to Gambia’s exceptionally 
high export trade in 2003, 2005 and 2009 
possibly motivated by proposed integration, 
Ghana’s export trade trend showed nothing 
to favor integration in the above stated years, 
except for the marked increase in export 
trade with Nigeria in 2005 which represented 
about 98% of the total intra-WAMZ export 
trade. Moreover, trade in 2009 was nothing 
better as it fell from the previous year share 
of about 2.4% to 1.9%. Ghana’s export trade 
was dependent on Nigeria in the intra-
WAMZ trade; however, export trade 
between these two countries was only 
relatively high in 2005 and did not appreciate 
significantly afterward, despite the long term 
trading relationship between these two 
countries. Likewise the case of Gambia, 
Ghana’s export trade was highly dependent 
on its developed trading partners in Europe. 
Thus, Gambia and Ghana depended 
relatively on Europe for their export trade 
revenue than on USA, Japan or China. 
Colonial traits, though strong, were not 
enough to guide the trend of export trade as 
Ghana’s export trade went more to 
Switzerland than into any other European 
country, with the Netherlands and the UK 
sharing roughly equal export trade with 
Ghana after Switzerland. Ghana’s trade with 
its European partners, though falling, still 
remained significant, with export trade of 
more than half in 2000, 2001 and 2003. 
However, export trade to Europe fell a little 
below 50% in 2004 but stood strongly over a 
quarter of export trade from 2005 to 2012, 
except in 2010 when export trade was 
approximately 1/5. Ghana’s year on year 
sum of intra-West Africa and intra-WAMZ 
import trade were relatively higher than its 
year on year sum of export trade. However, 
Ghana’s import trade was fairly distributed 
among most countries in West Africa with no 
principal trading partner(s). The advantage 

of geographical proximity repeated itself in 
Ghana’s import trade as it traded relatively 
higher (though marginal) with Burkina Faso, 
Togo and Cote d’Ivoire than with any other 
West African country (except WAMZ 
member state). Ghana’s intra-West Africa 
import trade has decreased fairly over the 
years with a marked fall in  

2003 from its highest import trade in 2002 
of about 10.6% to about 1.0%. Except for the 
first three years of intra-West Africa import 
trade beginning in 2000, import trade on 
yearly basis have remained significantly low, 
below 4%, making the average of import 
trade for the first half of 2000-2012 relatively 
higher than the average of import trade for 
the second half of the same period. With 
regards to intra-WAMZ import trade, even 
though import trade was relatively higher 
than exports trade, it did not reflect any 
pattern of trade motivated by policy changes, 
as seen in the case of Gambia. Ghana’s 
import trade fell in 2002 (the year proceeding 
the scheduled integration date of January 
2003) by approximately 7%. However, it 
increased in 2005 (2nd scheduled integration 
date) to about 11.7% and again fell in 2009 
(3rd scheduled integration date) to a 
disappointing level of about 2.1%. Nigeria 
still remained the preferred trade destination 
for Ghana’s import accounting for more than 
97% of intra-WAMZ trade and roughly about 
88% of intra-West Africa (including other 
WAMZ member countries) trade of Ghana. 
Thus, the long trade history between Ghana 
and Nigeria, which date as far back as the 
1960s and 1970s, was enough to render 
worthless the geographical proximity 
advantage and cross border trade, which was 
quite prominent and more or less dictated 
the pace of Gambia’s intra-West Africa and 
intra-WAMZ trade. However, Ghana’s intra-
WAMZ trade (thus both import and export) 
has reduced strongly in the last four years 
ending in 2012, and this has impacted 
significantly on its import trade with Nigeria. 
Ghana’s import trade with its external 
trading partners similar to the case of 
Gambia has remained fairly distributed with 
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no principal trading partner. What was 
encouraging was that Ghana’s import trade 
with Nigeria remained relatively stronger 
than with most of its external trading 
partners in Europe. However, Ghana’s recent 
(for the last four years as explained above) 
falling import trade in Africa and in Europe 
could be explained by the significant gains in 
import trade from China and the USA. Thus, 
starting in 2000, China’s export (thus Ghana’s 
import) to Ghana has increased steadily from 
about 3.1% in 2000 to about 17.1% in 2012. 
Likewise import trade from USA fluctuated 
during the first half of 2000-2012 but 
increased steadily beginning 2006 from about 
6.6% to approximately 11.1% in 2012. While 
relatively cheaper external prices motivated 
and explained the recent increase in import 
trade from China, it remains relatively 
unclear the rational behind the general rising 
import trade with the USA. However, this 
trend works together to violate the 
advantage of geographical proximity in trade 
given the distance between Ghana and 
China, and likewise the USA, relative to its 
closer developed partners in Europe who 
have more or less equal production efficiency 
for most goods imported from China and the 
USA. 
4.1.3 WAMZ trade with some developing 
and developed countries - the case of 
Guinea (see Table 4a&b) 

Unfortunately, analysis of Guinea’s trade 
might not be comprehensive because of 
missing data for the period 2009-2012. That 
notwithstanding, the available data allows 
for trade analysis of 2003 and 2005 which 
were years of schedule integration. Guinea’s 
intra-West Africa export trade was at its peak 
in 2005 of about 6.1% trading principally 
with Senegal, who accounted for about 3.2%, 
and Mali accounting for approximately 2.9% 
of the export trade. From the perspective of 
geographical proximity, Guinea’s trade with 
Mali made sense since it’s a border trade, 
moreover, its trade (export) with Senegal is 
also justified by its closeness to Senegal and 
the fact that Senegal remains relatively a 
good trading partner to all its neighboring 

countries of Guinea Bissau, Gambia, Guinea 
and Mali and Mauritania. In addition, 
Guinea’s export trade with Mali and Senegal 
was not only considerably high in 2005 but 
trade between Guinea and these two 
countries was sustainable over the years. 
Within the WAMZ, Guinea’s export trade 
between other member countries was 
relatively low, falling and did not reflect any 
trend of change motivated by policy 
formulation to induce integration since 
export trade fell both in 2002 and in 2005. 
The fall of export trade in 2005 was at its 
lowest of approximately 0.0%, a worrying 
and a disappointing trend contrary to 
reasonable expectation of a possible increase 
in trade since both years were scheduled for 
integration. Guinea had no principal export 
trading partner within the WAMZ since its 
export trade was fairly distributed among 
member countries of the WAMZ even 
though geographical proximity could have 
made Gambia and Sierra Leone preferred 
favorite. Despite the general assumption of 
falling trade dependence of WAMZ member 
countries on external markets, Guinea’s 
export trade with its external European 
partners remained fairly stable for the period 
2000-2008 of an average of about 60% of 
export trade. While France remained the 
major recipient of Guinea’s export and the 
principal external export trading partner, 
Spain and USA followed respectively in that 
order as possible future contenders. Guinea 
remained relatively more dependent on 
external market (with respect to export trade) 
than Gambia and Ghana. Thus, in the case of 
Gambia, there were years of export gains 
from its external trading partners-thus 
during years of expected integration. Also for 
Ghana, its trade relation with Nigeria was 
strong enough to generate trade that was 
more than Ghana’s trade (especially export 
trade) with most of its external trading 
partners. Unfortunately, Guinea’s intra- West 
Africa trade (including member countries of 
WAMZ) was not enough to compare with its 
trade with most of its external trading 
partners in Europe and in the USA. 
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Guinea’s intra-West Africa import trade 
was relatively higher than its export trade as 
in the case of Ghana. Guinea imported 
principally from Cote d’Ivoire and the trade 
had similar features with Ghana’s intra-
WAMZ import trade with Nigeria 
representing (in this case about 0.01 
percentage points more) roughly 98% of the 
import trade in West Africa (excluding 
member states of the WAMZ). This border 
trade (import) makes sense in terms of 
geographical proximity thus similar to the 
case of Gambia but contrary to the case of 
Ghana. As stated above, even though year on 
year import trade was relatively high 
compared to export trade, it had fallen 
considerable over the period 2000-2008 from 
about 22.2% of intra-West Africa import 
trade to about 3%. Guinea’s total intra-
WAMZ trade remained relatively low and 
fell over the periods of available data. Thus, 
its export trade trend was similar if not the 
same to its import trade trend with no 
principal trading partner, no evidence of 
geographical proximity advantage to Sierra 
Leone or Gambia and no evidence of policy 
change motivating intra-WAMZ trade to 
affirm its inclusion in the monetary union 
(the last two features could be inferred from 
the trade trend of Gambia). In terms of its 
external import trade, Guinea still depended 
on France but in this case relatively lesser. 
The pervasiveness of USA and Spain in its 
export trade is less strongly felt in its import 
trade; however, import trade with the 
Netherlands, Belgium and China is fairly 
stronger relatively to import trade with other 
external import trade partners. More 
seriously, Guinea’s total year by year intra-
WAMZ trade (thus the sum of both import 
and export trade) was basically nothing 
considering its yearly trade with most of its 
trading partners in Europe, USA and Asia. 
Thus, a trend that could not be easily 
inferred from the trade flows of both Gambia 
and Ghana.j 
 
 

4.1.4 WAMZ trade with some developing 
and developed countries – the case of 

Nigeria (see Table 5a&b) 
Of all the member countries of the 

WAMZ, Nigeria’s membership remains the 
most controversial and the less preferred 
given its economic size, its relatively better 
terms of trade and the fact that its inclusion 
in both WAMU and the later integration of 
the WAMU to the WAEMU poses relatively 
higher negative net effect to all participating 
member state Chuku (2012) and Masson & 
Pattillo (2005). As the biggest economy in the 
WAMZ, it is expected to champion the 
course of the integration given its influence 
in trade in the African continent. However, 
despite its capacity in intra-Africa and global 
trade and its greater propensity to assist 
other member countries to achieve 
integration in the zone largely through trade, 
Nigeria’s trade in West Africa and among 
other member states of the WAMZ have been 
very much disappointing, thus the worst of 
all the member states of WAMZ considering 
its size and the volume of its trade in Africa. 
In West Africa (including all countries), 
Nigeria traded (export) principally with Cote 
d’Ivoire than with any other country. Even in 
the intra-WAMZ export trade, Nigeria’s 
trade with Ghana though significant was 
nothing compared to its trade with Cote 
d’Ivoire. Thus Nigeria’s export trade with 
Cote d’Ivoire was enough to account for its 
total export trade in the WAMZ. Nigeria’s 
intra-WAMZ export trade was relatively 
stable between 1% and approximately 2.7% 
for the period 2000-2008 but fell to less than 
1% from 2009 to 2012. Nigeria’s export trade 
trend like the case of Guinea depicted no 
critical positive change motivating 
integration, while export trade marginally 
increased by roughly 0.5% in 2002 its fell 
considerably in 2009 from about 2.3% to 
roughly 0.6%. Moreover, the advantage of 
geographical proximity was less seen in 
Nigeria’s export trade trend since its trade 
with Cote d’Ivoire was relatively more than 
its trade with its border countries and Ghana 
with which its shares long trade history and 
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zonal characteristics. While external trade 
(both import and export) of all member states 
depended principally on its developed 
trading partners in Europe, Nigeria’s export 
trade depended heavily on the USA. 
Nigeria’s export trade with the USA 
accounted for approximately 40% of its 
external export trade and was enough to 
represent its trade with most of its major 
export trading partners in Europe. Nigeria’s 
export trade with India remained quite 
significant and large compared with its 
developed European trading partners. As 
explained before, the rationale for the 
sustained growth in the trade between 
Nigeria and the USA, it is relatively unclear 
what motivated export trade between 
Nigeria and India, given the huge pay-off of 
geographical proximity for its trade with its 
developed European partners. Similar to the 
features in its export trade trend are those in 
its import trade trend but much more 
deteriorating in this case. Thus, while 
Nigeria’s intra-West Africa import trade was 
considerably low and showed no principal 
trading partner contrary to its intra-WAMZ 
export trade, import trade was fairly 
distributed among member states and 
showed no indication of significant policy 
adjustment (thus significant trade increase) 
motivating integration during years of 
scheduled monetary union. Thus, Nigeria’s 
import trade with Cote d’Ivoire and Ghana 
in West Africa (including WAMZ member 
states) were not significantly different from 
other West African trading partners as in the 
case of its export trade. Again, while its year 
on year intra-WAMZ import trade was less 
than 1%, its import trade in West Africa 
(excluding WAMZ member countries) was 
no better, and thus it reduced to less than 1% 
from 2009.  In terms of external import trade, 
the USA still remains a principal trading 
partner for Nigeria, however, tainted by 
China’s recent dominance in African trade 
motivated by its price competitiveness. Thus, 
Nigeria’s import trade with China grew over 
time from about 3.4% in 2000 to about 21.5% 
in 2012. Moreover, Nigeria’s import trade 

from Europe stood relatively stronger than 
its export trade and the recent loss of import 
trade to China and other European countries 
meant that Nigeria’s import trade with the 
USA was not enough to account for its total 
import trade with most of its major trading 
partners in Europe, as it was in the case of its 
export trade. China’s engagement in African 
trade has grown stronger in recent times and 
it has accounted for a greater share of 
Africa’s trade diversion from developed 
trading partners in Europe and USA as seen 
in the case of Ghana and Nigeria. However, 
as member states (principally Ghana and 
Nigeria) enjoy the advantage of relatively 
lower price for imported goods from China, 
care should be taken in order not to over 
depend on China, which might result in 
abandoning the much needed intra-WAMZ 
trade synergy. 
4.1.5 WAMZ trade with some developing 
and developed countries -the case of Sierra 

Leone (see Table 6a&b) 
As at the time of writing, there were no 

enough available trade data to address in a 
comprehensive way Sierra Leone’s trade 
flow in West Africa and among member 
states of the WAMZ. In a boarder sense, 
Sierra Leone’s trade is concentrated in few 
markets, and since 2000, the direction of 
trade structure has not changed. The 
European Union remains the main 
destination of export (about 80% of export), 
followed by ECOWAS (about 12%), while 
imports from the EU (about 30%), followed 
by ECOWAS (29%), ASEAN countries (26%), 
the United States (6%), and Middle East (5%) 
see Sierra Leone trade policy (June,2010). 
What more could be expected from a country 
that has seen years of series of civil and tribal 
war principally in the 1990s? The war largely 
affected infrastructure development and 
local demand (population loss through 
death) and had left behind in the post war 
regime political frictions which hampered 
effective rule of law. Trade with its neighbor 
and border countries in agriculture inputs 
and products have remained sufficient and 
institutional arrangement like “Everything 
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but arms” initiatives and the Africa Growth 
and Opportunity Act (AGOA) have also 
granted Sierra Leone sustained access to the 
market in Europe and USA. In 2013, South 
Africa and Cote d’Ivoire were the only two 
African countries to be in the list of top ten 
import traders of Sierra Leone, while Europe 
top the list with China following. On the 
other hand, China was the largest export 
trader of Sierra Leone with approximately 
79% share of Sierra Leone world export 
trade. Like in the case of Nigeria and Ghana, 
China’s influence in Sierra Leone’s trade 
(largely export trade) in recent times has 
been relatively strong and care should be 
taken by member countries not to over 
depend on China. Thus the deteriorating 
intra-Africa and intra-WAMZ trade history 
of Sierra Leone is a vulnerable situation and 
it calls for proper institutional adjustment 
and assistance from stakeholders, principally 
the WAMI and ECOWAS. 
 
5. Summary and Conclusion 

In summary, trade by member states of 
the West Africa Monetary Zone (WAMZ) is 
quite disappointing as analyzed for the 
period 2000-2012. Marginal convergence in 
some macroeconomics variables though 
necessary is not sufficient for a monetary 
union given the high level of uncertainty that 
exist ex-ante. Some motivation can be 
gathered from the recent happenings in the 
Eurozone and the associated macroeconomic 
challenges puzzling them. Most pertinent to 
the issues under consideration is the trend in 
intra-WAMZ trade. While Nigeria, Guinea 
and Gambia traded principally with Senegal 
and Cote d’Ivoire, Ghana traded principally 
with its neighboring countries of Togo, 
Burkina Faso and also Cote d’Ivoire. Thus, 
the zone’s trade in West Africa is largely 
represented by its trade with Cote d’Ivoire 
and this would have been of much essence if 
Cote d’Ivoire is a member of the WAMZ. 
However, WAMZ’s trade with Cote d’Ivoire 
has some sort of economic significance if we 
think in terms of the comprehensive program 
of the ECOWAS for which the idea is to 

integrate all member countries in West 
Africa. Also, except for Ghana’s trade with 
Nigeria which depicted some significant 
level of dependence, trade among member 
states of the zone is generally low. Moreover, 
Gambia’s import trade with Sierra Leone in 
2002 and with Guinea in both 2005 and 2009 
were also significant but only in years of 
expected integration. Thus, the case of Ghana 
and Nigeria brings to the floor the ideal that 
trade induces countries to the formation of 
regional blocks and economic unions. 
However, the alternative hypothesis is true 
and it quite evident in the case of Gambia, 
Guinea and Sierra Leone that trade is 
endogenously determined by unions and 
blocks/area formations.  In terms of external 
trade, there exist some symmetry of 
dependence for Ghana, Gambia, Guinea and 
Sierra Leone except Nigeria. While these four 
member states depended solely on Europe 
(despite the pervasiveness of China in recent 
times) on both import and export trade, 
Nigeria dependent heavily on the USA. This 
asymmetry might have an inherent 
divergence pay-off in terms of policy 
formulation depending on whether the Eco is 
pegged to the Euro or the dollar. Strategic 
policy in the zone has it that the Eco will be 
pegged to the Euro in anticipation of the 
inclusion of the other eight (8) West African 
countries of the WAEMU. Generally 
speaking, there seem to exist significantly 
weak trade synergy between member states 
of the WAMZ, hence more aggressive policy 
change is needed to trigger the connections 
(if it exist at all) given the fact that four 
scheduled date of integration have already 
been missed. 
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