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Overall, it seems that the advantages of belonging to a
common monetary union generally outweigh the disadvantages
and this explains why monetary unions are becoming increasingly
very popular in recent times.

2.1 TheEco Currency

..common currency is the ultimate objective of the optimum
currency area theory as postulated by Mundell (1961). By
definition, an optimum currency area represents a geographical
space in which a single currency is the legal tender, Mason and
Taylor (1993). Like the Euro, the AMZ ECOQ is envisaged to be
introduced as a virtual currency in 2005, thereafter, it will circulate as
a legal tender in tandem with the national currencies of the WAMZ
member states for a specified period most likely, one year. Before
the ECO becomes a legal tender, it will first serve as a unit of
account, or a numeraire; against which member national
currencies are measured. A key process of achiev g a common
currency is the adoption of an exchange rate mechanism, which
ensures that the exchange rate of the integrating national
currencies fluctuate within the acceptable band against the chosen
intervention currenc'* The WAMZ proto~ W requires member
countries to manage their national currencies within the band of
plus/minus 15 per cent of the US dollar, beginning April 2002. With
the ECO unit of account determined per national currency and the
exchange rate mechanism fixed, the introduction of the ECO as a
legal tender and store of value has now become a certainty,
provided the convergence criteria are met by the WAMZ member
countries.







In addition to the primary convergence criteria, six secondary
criteria were specified as follows:

o Prohibition of new domestic arrears and liquidation of all
existing arrears

o Tax revenue to be more than 20% of GDP

. Wage bili to be less than 35% of total tax revenue.

o Public investments to be more than 20% of tax revenue

o Maintenance of real exchange rate stability in the context of

an exchange rate mechanism of plus/minus 15% parity bond

. Maintenance of positive real interest rates.

3.1 Convergence Process

The actualisation of the common currency, is strongly
predicated on the achievement of the convergence criteria by the
W. MZ member countries on a sustained basis, as well as the
attainment of homogeneity in the labour, financial and goods
markets.

4.0 Assessment Of Compliance With Wamz Convergence
Criteria

Based on end-2003 assessment of the performance of the
WAMZ countries, it is evident that no country achieved all the four
primary pillars of convergence (table 1}. The Gambia and Sierra
Leone have progressively declined in their performance track
record, meeting 2 and 3 criteria respectively, in 2002 and slipping to
1, apiece in "003, hile Ghana, improved from zeroc compliance in
2002 to achieving 2 of the criteria in 2003. Guinea moved from 1 to
zero while Nigeria maintained its compliance level at 2, having met
3 criteria in 2000.
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