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ABSTRACT

6  Despite the strategies implemented by governmerdsianors over the past fifty years, the obstacles
7  to the promotion of a strong and sustainable ecangnowth in the WAEMU remain considerable.

8  We can group the main obstacles in the followintggearies: inadequate macroeconomic and sectoral
9 policies, inefficient allocation of resources, iffglient economic governance; difficult access to
10 capital for small and medium enterprises, low eooico patriotism of the citizens of the
11  competitiveness problem products area. The obpectif/ this paper is to describe the factors
12 explaining the slow economic growth in the WAEMUdapropose a series of measures to promote
13 harmonious development. Indeed, various challersjds needed to find more flexibility and

14  responsiveness on the part of public authorities.
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35  Since their independence in the early 60s, WAEMUNtoes have implemented strategies for growth



36
37
38
39
40
41
42

43
44
45
46
47
48
49
50
51
52

53
54
55
56
57

58
59
60
61
62

63
64
65
66

67
68
69
70
71
72
73

74
75
76

77

78

79

80

81

and economic development. Today, it is high timeatce stock of the fifty years of international
sovereignty. The various components of economy rbesanalyzed to better understand why the
WAEMU countries are not yet able to overcome uneeetbpment. Economic theory teaches us that
economic development necessarily involves a stramg sustainable economic growth. Economic
growth is seen as a prerequisite for economic deweént. Each country (or economic zone)
candidate for the emergence must therefore prormotmomic growth as a priority in economic

policy.

That is why, after the devaluation of the CFA fraimc January 1994 due to imbalances in
macroeconomic fundamentals, the countries of then&wic and Monetary Union (WAEMU) have
decided to complete the monetary union witheannomicunion. The objective is to strengthen the
integration of member countries and enhance tradbe area. Therefore, two measures, namely, a
Common External Tariff (CET) and harmonization dlie Added Tax, have emerged in the EU in
2000. Tariffs are set at a maximum of 20%, whileTVf&kas harmonized to the extent of 18%. But
still, all eight member countries of the WAEMU arfassified as least developed countries in the
world. Economic growth is still fragile to particife significantly in the fight against poverty.2610,

the growth rate of the union was at about 4%, niaaler than the rate of 7 to 8% required by many
experts to reduce poverty by half by 2015.

Explanations of this difficult situation in the auues of the Union are numerous (Dufrénot and
Sakho, 2008; Baily and Farrell, 2006). We can grthgomain obstacles in the following categories:
inadequate macroeconomic and sectorial policiesffigient allocation of resources, insufficient
economic governance, difficult access to capitalSmall and Medium Enterprises, low economic
patriotism authorities and citizens problem contpethess of products in the area.

Indeed, WAEMU countries, due to their specialization raw materials, highly dependent on
international demand. The structure of their exdktrade also shows a lack of diversification & th
economy. Similarly, the volatility of the euro cemcy basis for CFA franc compared to the dollar,
results in export instability and inefficiency oétional initiatives. These difficulties result ingh
unemployment rate and the majority of the poputaliging below the poverty line.

To promote economic growth, it is essential to cwr in all countries of the Union prudent

macroeconomic policies and accelerated structefatfms. It should also promote private investment,
competitiveness and enterprise development, jokatiorg simplification of procedures and

strengthening tax compliance.

The objective of this paper is to outline the fastexplaining the slow growth in the WAEMU. The
study appears as a series of conclusions, reconatiens to promote harmonious development. It is
therefore proposed to analyze the performance hatleages of the various sectors of economic
activity, instead of macroeconomic management, @rin patriotism, the financing of economic
activity, the structure of foreign trade, foreigimedt investment, inflation and exchange rate regim

The first section is devoted to the review of titerature. The second outlines the methodology. The
third section discusses the results. The fourth findl section presents the conclusion and
recommendations.
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Table 1: Evolution of some economic indicators WAEMountries

GDP (million U.S. $, 2008)|,GDP / per capita 2008 ( U.

o A J G JC J L J L

i HoL ] - --F tted: Highlight

Country PAP $), PAP Growth rate of GDP (2000-2008) 20122089 { ormatte ighlig

Benin 12521 1345 43 leesy |- ‘[Formatted: Font: Highlight
18-478

Burkina Faso 1215 5.2 837 |- {Formatted: Font: Highlight

Cote d'Ivoirdvery

Coast 34 863 17y 0.0 leeeg |- {Formatted: Font: Highlight

Guinea-Bissau | 905 519 14 wery |- {Formatted: Font: Highlight

Mali 14649 1152 4.6 L N {Formatted: Font: Highlight

Niger 9795 665 44 8nsz | - {Formatted: Font: Highlight

Senegal 21048 1659 4.2 lomeq | - {Formatted: Font: Highlight

Togo 4884 722 1.3 459 |- { Formatted: Font: Highlight

Sources. PNUD (2009), WDI (2009)

2. FEVUEMEASLREMERNT — AMD DETEDMIMNANTS OF - {Formatted: Highlight

LITERATURE COMPEHTNVENESS- o {Formatted: Highlight

There is abundant literature on the determinantscohomic growth. This literature can be divided
into three parts: one relating to foreign tradexgaet and import ) , which focuses on the factdirs o
production  (labor, capital) and that gives speciamportance to investment,

public expenditure and the quality of institutions.

Baily and Farrell (2006), proposes to remove besrie growth in developing countries to put in jglac
a legislative framework to stimulate competitiohfs is to develop the regulation of product
markets, to enable companies to achieve econonfiesabe, ease restrictions on land issues, to
promote competition in areas often neglected, r@ler services and encourage

flexibility in the labor market”.

Chambas and al (1999) analyze the factors of lemp-growth in Burkina Faso. They show that the

growth of Burkina Faso is largely dependent on exogs environmental factors in relation to

its

economic policy. They identify internal factors [jical stability, climate and demographic change)
and external factors (terms of trade, externalnfome flows, migration and the influence of the

environment of neighboring countries.

Tahari and al (2004) study the sources of growthuip -Saharan Africa over the period 1960-2002.
They conclude that this time factor accumulatios haen instrumental in the growth process. Cute
and Al (2009) on a sample of 75 developing coustsbowed that trade openness has a positive.

impact on growth particularly fot low-income couas.

Pottelbergh and Lichtenberg (2001) analyze thetipesink between FDI, technology and economic
growth. De Mello (1997) qualifies this by showing $some cases have not necessarily IDE were

useful to the host country. Lucas (190) explaires lthw attractiveness of FDI in SSA countries
political risk plaguing the continent.

by

Tanzi and Zee (1997), explains that public expemes have a positive effect on economic growth.
According to these authors, public spending onastfucture contribute to the productivity of the
private sector. Similarly, public expenditure orueation and health improve worker productivity and
thus promote economic growth. Ono and Shibata (288b show that public expenditure determines

a measured increase in growth and a gradual acationbf capital.
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Nubukpo (2007) assesses the impact of the levetanmbosition of public spending on growth in the
WAEMU economies over the period 1965-2000. It shawat in the short term, total public
expenditure have no significant impact on growthmast EU economies. It states that government
spending can promote the growth of the economie&/ AEMU when intended investment, but are.
also likely to dampen consumption when they prefer.

Ouattara (2008) showed that spending on publictalapicted positively on the relative factor
productivity, while public consumption spending had effect on growth in the WAEMU.
Dufrénot and Sakho (2008) analyzes the implicatiofismacroeconomic policies in WAEMU
countries. They show that the growth rate and i@maanmunity trade are low and that States have
accumulated budget deficits and are heavily indebt&or these authors the barriers
facing these countries are still numerous. Thia@1{2 shows that the WAEMU economies are very
vulnerable. It advocates the establishment in tices@atries with a mixed regime of pegged exchange
on the euro and the U.S. dollar to cope with irdeamd external shocks.

Using probits for a group of 22 Western African mzmies for the period 1960-2006, Imam and
Salinas (2008) find that growth accelerations arestnclearly associated with external shocks,
economic liberalization, political stability, andbseness to the coast; decelerations occurred glurin
short-lived regimes and when corruption indices keead; and collapses are linked to external
shocks, falling domestic credit, and proximity e tcoast.

Other authors focus on institutional variables xplain the sources of growth. Knack and Keefer
(1995) using a snapshot analysis section show tihate is a positive relationship between
bureaucracy, property rights, political stabilitydaeconomic performance. The impact of property
rights on economic growth is examined using indicatprovided by country risk evaluators to
potential foreign investors. Indicators include leesions of contract enforceability and risk of
expropriation. Using these variables, property tSgire found to have a greater impact on investment
and growth than has previously been found for m®such as the Gastil indices of liberties, and
frequencies of revolutions, coups and politicabasmations.

Ouatttara (2013) analyze the impact of public exiitenre on economic growth in WAEMU countries.
The study attempted to demonstrate that public rdipgre in the WAEMU area tends to improve
economic growth, at a low but still significant &v He shows that bad governance and the
deterioration of the political risk index considelsaweaken the economic growth in the WAEMU
area.

3. METHODOLOGY

The methodology focuses on the identification andlysis of the different variables that might
explain the weak economic growth in the WAEMU. Tisifollowing the model of Mankiw, Romer
and Weil (1992) and an analysis in terms of contipetiess.

Competitiveness is the ability to compete, to namtor gain market share. It is important to
distinguish the price competitiveness of the ndoepor structural competitiveness (Tarchi, 2008). |
the first case, an economy is said to be competitly increasing its relative share of export or by
limiting the penetration of imports in the domestiarket. In the second case, the competitiveneas of
country is measured by its ability to capture fgneand domestic demand through other channels than
price (know-how incorporated in products, ability ddapt to diversified demand: or relative to the
tastes or income). According to “The World Competihess”, the main determinants of
competitiveness are: policy of the macroeconomidgrenment, openness to the outside world, the
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intervention of the State, the dynamism of the rfitial market, physical and institutional
infrastructure, management, technological and &fieresearch, human resources.

Price competitiveness of a country is measuredhbyratio of the price index of major competitors
and the price index of the country. Two main fastexplain the price competitiveness namely
production costs and exchange rates. For productimts, it is mainly labor costs, input prices,
productivity of labor and economies of scale. Injeeompanies are often obliged to reduce their
margins to remain competitive in the event of iggomoduction costs. Similarly, an appreciationtaf t
exchange rate also results in a loss of compatiéise of domestic products against major trading
partners.

To better analyze the macroeconomic imbalancesndiien of fundamental equilibrium exchange
rate is introduced. The latter makes it possibleatmpare the REER to its equilibrium level. The mai
variables that might explain the REER are the tesfrisade, investment and productivity. Thus, the
terms of trade are positively related to REERsIthe same for productivity, since it results in an
increase in relative prices. However, the investirisnexpected to correlate negatively to REER
because it raises imports. Measuring competitiveniesrefore requireBaving an indication of the
rate of Fundamental Equilibrium Exchange, that asshy the exchange rate that ensures the
achievement of internal balance and external balanc

It allows you to see the level of undervaluation axervaluation of a currency. The internal
equilibrium describes the relative price of nordaale goodscompared with tradable ones. An
increase in production must produce a rise in éfetive price of non-tradable sector (Balassa 8ffec
An increase in private consumption should also peedan increase in relative prices. The external
balance describes the behavior of the externahbalin terms of two factors: the terms of trade and
the opening of the economy level. Increasing ecoan@mpenness which results in a decrease in tariff
and non tariff and therefore an increase in impledss to a deterioration in the current account.

We can summarize the endogenous growth model (MaRkimer-Weil 1992) updated by Aisen and
Veiga (2011) as follows:
= Growth specification:

AInY, =, (6) + y1(0)InY,, + y,(8)educ,_; +y5(0)invi, + y,(G)open,, +y;(O)infla,_,

+Vs(6)goveons,_, + y; () governance,; + ()M 2;_, + £, (6)

We have three types of explanatory variables:

= Determinants of the neoclassical growth model (atlog, investment)

= _Economic policies (openness, inflation, governneamsumption)

= |nstitutional and governance variables (corrupt&iability of government,
property rights, accountability)

4
3-THE ANALYSIS-OF FOREIGN-TRADE

4.1. The analysis of foreign trade
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12 economic and structural variables such as GDReigh trade, FDI, infrastructures, energy
consumption, Research and Development, educatiamtry risk, ranks countries of the union in the
last row of a total of 141 economies.

- ‘[ Formatted: Font: 12 pt

Table 3: FDI intended for WAEMU

Performance indicator

Year 1997 2002 2003 2004 2005 200 2007(rank out of 141 countries)
$ (in million)

WAEMU | 732 | 622 | 473 | 620 | 783 | 855 | 1616|
Percentage by coun

Benin 1.87 2.17 9.45 10.30 6.77 6.22] 2.97 138
Burkina Faso 1.33 241 6.15 2.31 4.36 3.9 37037 12
IvoryCoast 56.75 | 34.16 34.95 45.65 39.81 37.29 26/4128
Guinea-Bissau 157 0.57 0.85 0.27 1.11 2.08 0.43

Mali 9.52 39.18 27.95| 16.29 28.56 9.75 22.28 123
Niger 2.27 0.39 242 3.18 3.87 5.91 1.67 133
Senegal 24.15| 1254 11.0 12.42 5.69 2577  4.83 122
Togo 2.53 8.58 7.13 9.57 9.83 9.05 4.21 130
WAEMU/ AfricaUEMOA/Afrigue | 6.70 8.64 6.25 8.05 2.66 4.39 6.04

SourcesUNCTAD, FDI Online Database (March 2009) andVorld investment Report 2008.

4.3. Analysis of inflation in-

5-ANALY SIS OFINFEATHONIN- WAEMU

Inflation, measured by the harmonized index of comer prices, is generally well controlled inthe *‘{Formatted: Space After: 10 pt, Tab stops:
WAEMU. Level rarely exceeds 3 %. But with the sogriprices of food and energy products (146" Left

internationally since 2006, there has been an @serat its level. The general price level has aswd
significantly. This increase was due primarily igher energy and food prices, but also to a higklle

of public spending (public works, salaries, eleasiosubsidies). Local prices are the determining
factor in explaining the evolution of the overalbdex. Although the recent period is characterizgd b
soaring oil prices and food prices at the inteoretl level, the prices of local products contribonere

to the explanation of the general rise in pricesekd, local products have a preponderant weight in

the shopping basket. | _- { Formatted: Font: 12 pt, Italic

L _

The recent food and energy crisis has resultedsarge in consumer prices in particular as regards
food and transportation. International prices ofstmimodstuffs (rice, palm oil, peanut oil, corn,oil
soy, milk and dairy products), denominated in dsllaecorded higher than domestic prices increases.
However, speculation has partly contributed tongsiood prices, despite subsidies.

7S - { Formatted: Font: Pattern: Clear (White)

Table 4. Comparative evolution of inflation in WARMin %)
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304 For all economies, the allocation of resourcesgsuaial issue. It is to determine what needs rbest
305 met and what needs to sacrifice. Consequentlys iteécessary to find methods such as selection.
306  Prioritization is at the heart of the financial dadistration and therefore a major topic of economic
307 theory. The question is therefore to understandsthiges of resource allocation. Indeed, it is cliffi

308 to measure the economic impact of different deossion the allocation of public resources. Also,
309 national and international economic environmenterofunstable, is likely to make more complex
310  procedures for resource allocation.

311  An effort of fiscal discipline is needed to suppitie raises that are compatible with national pden
312 demand constantly increasing (Rama, 1999). Thisl#@e reducing the gap between the voted
313  budgets and executed budgets.

314  The financing the budget deficit is also problemdiecause it pushes the authorities to handle
315 instruments whose game eventually causes probleeyswere supposed to help solve out. Various
316  projects and programs in the countries of the Urfdmctument poverty reduction, accelerated growth
317  strategy) appear as radical reforms, and are mbghe time ineffective. Indeed, the fact of
318 implementing new tools assumes that the relevastitiions have been prepared, but such is not the
319 case in the WAEMU. The lack of credibility of theitiatives taken by the government increased
320 pessimism about the prospects for growth and coscahen the price paid by the taxpayer for the
321  remediation of the public sector. This requiresl@pth transformations in order not to condemn any
322  recovery program to failure.

323  Regarding the quality of institutions, we find thiatthe WAEMU institutions are plagued by serious
324  problems of efficiency. One wonders if today thdlpuauthorities of different member states of the
325 union institutions have their means. The governtaemétermination to promote good governance
326  seems so far real.

327  Major efforts are still needed for the different WU countries. Particularly longer-term solutions
328 must be brought to structural problems related pecilization strategies, which make WAEMU
329  economies highly vulnerable to external shocks ifznai, 2011).

330

331 The effectiveness of fiscal policy is the subje€toogoing debate. In particular, the relationship
332 between public spending and economic growth has bealyzed in several studies at the same time
333  theoretical and empirical. The majority of thesedss have found that public finances taken inrthei
334 totality, are not carriers of long-term growth.

335

336 Explanations can be found on the existence of eavam@henomena such as the crowding out of
337  private investment by the public but also by poahbitization and inefficient allocation of investnten
338 revenue effect. The quality of public services plap important role in the economic growth process,
339  hence the need to consider the efficiency of pud#iwices in the analysis of their effects on growt

340

341 | The study conducted by Klubupko (200AUBUKPO-(2003)on the relationship between public
342  spending and economic growth allows to assessntipadt of the amount and the composition of
343  public spending on growth economies of WAEMU, theutdx an error correction model. Before him,
344  other authors were interested in the relationsKipngé 1998, Tenou 1999). But essentially, these

9



345
346
347
348
349
350
351
352
353
354
355
356
357
358
359
360
361
362
363
364
365
366
367
368
369
370
371
372
373
374
375
376
377
378
379
380
381
382
383
384
385
386
387
388
389
390
391
392
393
394
395
396
397
398

works have analyzed the relationship between thie @&f government expenditure to GDP and
economic growth.

Proper allocation of resources enables efficienmay effectiveness of public spending. The allocation
of resources should be guided by the priority actithat have a significant impact on reducing
poverty. For public spending to be effective, inecessary to identify priorities for poverty retioc

and the promotion of a strong and sustainable enangrowth. We must therefore increase the
effectiveness of the management of public finanttealso seems necessary to define a policy or a
national development strategy.

Since 2000, strategic documents of poverty exiguaily in all countries of the WAEMU. These
documents are now considered the benchmarks foteimgmtation of policies and programs to
promote economic development and achieve the Millen Development Goals.

Their originality lies in its participatory naturéhat is to say, the desire to involve all potdntia
development actors (civil society, NGOs, donorsjeggopments ....). The boundaries of these projects
and programs resident in not taking into accouatrésource constraints (availability of resources).
Therefore, there is often a misallocation of resesrat the global level and at sub-sector levétnof

to the detriment of the priority sectors; technipnning often unrealistic sectorial ministriesddan
implementation of programs and projects of the tih&iate.

It is for these reasons that the authorities of WAEcountries in their majority have implemented the
MTSEF (Medium-Term Sector Expenditure Framework)e MTSEF is defined as a coherent set of
objectives, programs / projects and budget allonatby objective determines the expenditure
framework medium term (3-5 years) in which the Gawmeent and sectorial ministries may make
rationaldecisions for the allocation and use of finanaalources. It is therefore a trade-off in terms of
objectives, programs and projects based on costeaithbility of resources. The MTSEF has three
objectives: improving macroeconomic management,rawvipg the impact of public policies and
finally improving the performance and impact of gavment programs.

The big question is: where are the priorities fooremic development within the WAEMU? It can be
answered without any difficulty at the level of igittes at the same time with high added value and
intensivein terms of laborindeed, acountry, development candidate must solve the dgahtion,
fight against poverty and strong and sustainabd@@mic growth. Critique that we make in respect of
various projects and programs can be summarizedtind main points. The first is related to their
character which is often unrealistic. They are Uguhe work of international experts who have
mastered the difficult characteristics of the caoned economies. The second concerns their
implementation and it is often categorical breakdawi procedures without transitional period. It
should also be noted the problem of absorption wflip expenditure in most countries of the
WAEMU. This phenomenon is often linked to low ecomo activity and socio-political instability.

4.6. Low economic patriotism

8- LOW ECONOMIC PATRIOTISM—

The fundamental problem of economics is the efficiallocation of limited resourceface to
unlimited needs. This means that economics areesstid only in scarce goods and services. The
fundamental principle of economic analysis is thbat rationality (principle of non waste of
resources) and the end of economic growth butaaisioespecially economic development objective. It
is important to understand the difference betwesmoiomic growth " and " economic development.”
The first is the creation of wealth during a perigdile the second refers to improving the quality o
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life of different economic agents (access to heedife, education, infrastructure ...). Ways andnsea
to achieve these goals gave rise to currents afgiitcamongwhich: the neoclassical and Keynesian
currents.

Neoclassical economists are on the side of entneprs, thus salary appears as a cost. Thus, if we
want to reduce unemployment, increase overall priialu and promote economic growth, we must,
according to them, lower wages. For these authbis,is the offer that creates demand and not the
reverse. They are for market regulation, so thte sshould be limited to the production of public
goods and rarelintervene in the functioning of the economy.

On the opposite, the Keynesians are placed onidleco$ employees. They therefore consider wages
as income. For them, it is necessary to increasgesvif we want economic growth. Indeed, an

increase in wages results in increased spendimgcampanies will increase their production because
of the anticipation of this additional demand. Thtle&e economy is entering a virtuous circle of

economic growth. The main limitation of this anddyis related to the phenomenon of globalization.
Indeed, the opening of economies that higher spgndoes not necessarily turn into increased
consumption of domestic products. Consumers mdigipte import due to the increase in wages. In

doing so, the policy will rather stimulate economaativity of major trading partners.

Economic patriotism plays an important role in tfesv development strategies (Méhaignerie, 2006).
The countries of Southeast Asia were "off" for sal/eeasons, but particularly through the national
patriotism. The unfortunate fact is that this ig tiee case in most African countries in south @& th
Sahara.

The analysis of gross domestic product shows thatthe service sector which mainly contributes to
the creation of added value. However, this seatapleys only a small part of the workforce, who
works mainly in the primary sector. It is understable, poverty in these economies because they are
those that have contributed extensively to thetimeaof wealth that will see their living standards
improve, at least at first. The primary sector evgpla large part of the workforce experiencing
several difficulties. It is about climatic hazardscess to agricultural inputs and production fairag.

Levers to activate in order to promote economianginoand consequently the development are at two
levels. The first is to make the primary sector endynamic to become more involved in the creation
of wealth and therefore economic growth. The sedsrid promote education for all as issued in the
Millennium Development Goals.

It is therefore important to promote sustainabl®nemic development that nationals give up
economic rationality, which could justify a certgireference for foreign products and consume more
products from local businesses. In other wordsptbee economic agents realize that the consumption
of domestic products allows the development of llaaarepreneurship, the more the country in
questionis likely to be on a path of economic growth.

Also, this “economic patriotism” promoting the dyniam of domestic economic activity, contributes
to reducing the vulnerability of the consideredremy. It is important to remember that developing
countries in general and members of the Economit Bionetary Union of West Africa are
specialized in the production of raw materials dgrthe volatile global markets. Therefore, these
countries need to diversify their production to tmedernal and internal shocks.

The recent global economic crisis must also engmuoar leaders to develop policies to promote the

consumption of local products. This crisis allowsta better understand the high exposure of our
economies.
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Indeed, the economic crisis has resulted in a dnoglobal demand. Therefore, there has been a
decrease in exports. And with a lack of diverstfima of supply, the whole economy is affected. Our
economies also depend on international transfasicplarly those of our immigrants. These will be
forced to lower transfers especially in case of ljmds. But everyone knows that the economic crisis
has led many job losses in Europe and the Unitaté$tn particular. This decrease in transferdtesu
partlyin a decrease in consumption and secondly in adglawv of the construction sector, if we know
that the majority of housing construction is undken by the diaspora.

The economic crisis also leads to a decrease Enums from the tourism sector, it also results in a
decrease in international assistance since thetaissgéis indexed to the gross domestic product in
question; or who talks about cristalks aboutecession and therefore lower gross domestic ptoduc
All this to explain the importance of “economic amkndence” that passes, we believe, necessarily
through some “economic patriotism”.

The WAEMU countries should focus their efforts dmstdirection. Indeed, subsidies to individual

firms should be subject to calculation accordingetmnomic impact, particularly in terms of job

creation and dynamism of domestic activity. Pasiotwe defend goes to both individuals and public
authorities: the first through a preference for dstit products, the latter through more subsidies t
Small and Medium Enterprises and according to ¥peeted economic impact.

It is also necessary to review the functioning oblgc markets. Indeed, national operators are yarel
eligible on the great works of the different stat#fsthe union due to insufficient experience.

Therefore, since independence, multinationals lagentain beneficiaries of these important projects
which amount to hundreds of billions of CFA frani effort is made for transmission of knowledge
and skills by nationals. Everything happens ashéd fate of these savings is in the hands of
international companies. We advocate on this pairgradual appropriation by national skills in

collaboration with external partners.

4.7. Difficult access to finance for small and medm enterprises(SMES)

Regarding the monetary and financial sector, tfieieficy of all economic agenda in the union will
remain limited as long as the lending capacityarfks stays constrained by the amount of outstanding
nonperforming loans. Also, it should be noted thatgrowth potential of SMEs is strongly correlated
with the development of the financial system. Thaimlesson of the recent financial crisis for
countries of the union is the need to increaser thesilience to shocks caused by financial
globalization. The latter makes compulsory monetargl fiscal discipline for all economies. It also
requires the countries to develop strong and hgaltbnomic infrastructure.

Today's Small and Medium Enterprises (SMEs) playngportant role in the economic fabric of the
WAEMU countries. Indeed, the activity of SMEs withihe WAEMU allows access to the labor
market for a good part of the population that igddy unskilled. With this in mind, the authoritieé
these countries have implemented a series of tingg& to promote the creation, promotion and
operation. Economic models are based more on & dopport to innovative initiatives especially
because it is at this level that one qualifies dativities with high added value and generates
employment.

SMEs face nonetheless a real problem, that is yattea funding, despite the cash excess of banks
(Fouda Owoundi, 2009). Indeed, commercial banksrarg reluctant in financing small and medium
enterprises for at least three reasons. The 8rgrobably the low level of professionalism of SME
activities which exposes the bank to greater fidie second reason is the nature of the activities o
SMEs which is essentially very diversified. Therdhone, as far as it is concerned, is independent o
SMEs, since banks that are active in the WAEMU haeily a special clientele and are rarely driven
by the desire to gain market share and thus tod@&MEs.
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509
510 The low contribution of banks to finance the atids of SMEs now leads the latter to turn to the
511  microfinance sector that is booming in the regiodeed, microfinance is especially designed to meet
512  a particular class of customers. This is mainly rotientrepreneurs who lack sufficient material
513 guarantee do not have access to traditional baeKitcrSMEs are naturally the prospect of
514  microfinance this logic. It is therefore essent@ldetermine the characteristics of SMEs in the are
515  and explore the barriers to the development of SMEs

516

517 It should also be noted that the fragmentationatiomal financial markets is suboptimal. That isywh
518 a better coordination is beneficial for variousyglas in the financial system. Indeed, it resultsm
519  improvement in the supply of financial products aedvices in quality and quantity. Also, to promote
520 an inclusive financial sector, it is necessary tthetre is a good relationship between banks and
521  microfinance institutions. However, we must notgfetrthe role played by public authorities, by the
522 | definition of appropriate legal frameworks and ol strategies for sustainable development.
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539 | 16, CONCLUSION AND RECOMMENDATIONS - /[ Formatted: Highlight

540

541  Further reforms are needed to promote economic tgraamd put WAEMU countries out of
542  underdevelopment. The establishment of an ingtitali and financial framework for the continuation
543  or acceleration of investment and consequently @oimgrowth is essential. Similarly, the promotion
544  of exports, which are in decline, should guidedhection of economic policy. In addition, the cafit
545  of a low overall price level is necessary to préveepreciation (appreciation) of the real effective
546 | exchange rate and consequently a loss of compmetéss of WAEMU countries againisé main
547  trading partners.

548

549  The exchange rate regime countries of the Uniorchvis characterized by a fixed parity between the
550 CFA franc and the euro, shows more signs of weakrladeed, now, the diversification of trading
551  partners is not compatible with a fixed exchange regime. Thus, despite the advantages of the,basi
552 we recommend a mixed regime of exchange rate lmasedro and the dollar for the countries of West
553 | African Economic and Monetary Union. This regimi#i have the advantage of facing better internal
554  and external shocks and therefore by way of suppeiconomic activity.

555

556  The promotion of skilled employment and value add#mbuld be among the priorities of the
557  authorities. The labor market remains dominategregarious and low-paid jobs. The informal sector
558 dominates employment in the Union. Increasing petidity does not always correspond to an
559 increase in real wages. Gains related to increasgsoductivity have not been shared equitably
560 among members of society. Union pressures are @8ected in a better revenue sharing to
561 employees. Promote intensive sectors workforce aitiew to geographical distribution of growth to
562  reduce rural exodus seems to be a challenge tedyeame by authorities of the WAEMU.

563
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The establishment of agricultural and food polica®d incentives to increase and improve the
productivity and competitiveness of the agro -feattors appears essential. The authorities should
also develop national infrastructure to reduce petidn costs.

The financing of economic activity must also bep priority for the various authorities of the umio
It will in particular cover more different finandiestitutions to encourage them to take more reshg
therefore finance the various sectors of economsitvity. At the same time, it is necessary to
strengthen good governance and political stalakty prerequisite for investment.

Another challenge is the production of goods thaenthe needs of both consumers and international

standards. Similarly, the authorities must take iatcount the dynamics of global demand. It is

therefore essential to develop new sectors of mtishy diversify the economy, especially in thddie

of industry and services, but also in the fieldarfd processing. The various measures recentlyntake

by the authorities to strengthen the institutiomameworks of states and to improve procedures for

investment should be strengthened to improve tisinbas climate and improve the competitiveness
| of economies gWest African Economigand Monetary Union.
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