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Abstract: The influence of services activity in the Economic development regarding export, import foreign direct investment and
unemployment is examined with individual states members of the CFA FRANC zone which are divided into two subgroups. This study
is implemented for the 14 countries members of the Franc CFA zone during the period 1991-2017. We, then, compare the standard
gross development product model and its modification by isolating the evolution of services effect. The results through the Robust
Least Square (RLS) estimation development estimates the economic flow with turning points of import, export and unemployment
regarding per-capita GDP. However, the casualty support a unidirectional relationship going from either the GDP with bidirectional
causality with GDP in Robust technique and it became fundamental in order to reduce the economic performance. The granger
casualty test support that Unemployment does not granger casualty on export but vice versa of export, like import does not Granger
casualty on export.

Although the different tests on the chosen variables on the long run shows a sustainable positive effects in both subgroups therefore in
the entire CFA zone.
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l. INTRODUCTION

his paper aim to compare the economic performance of the WAEMU area to the CEMAC area, which are the two subgroup of the
CFA franc zone.

The CFA franc zone regroup 14 Sub-Saharan African countries, divided into the Central African Economic and Monetary
Community (CEMAC) and the West African Economic and Monetary Union (WAEMU). The CFA franc is the name of the currency
in vigor within the CFA zone. Although we have the West African CFA franc (XOF) and the Central African CFA franc, the
currencies have an identic value to deal with others currencies. (Bimonte & Stabile, 2017) The CFA franc has longtime been attached
with the French franc before being attached to the euro. Unfortunate political ties circumstance led to the devaluation of the CFA
franc currency in 1994 without the consent of the CFA zone countries which put the peg of 655.96 CFA francs to 1 euro till today.
However, the monetary collaboration with France is set on specifics values: an unlimited convertibility guarantee from the French
Treasury, fixed parities, free transferability inside the region and pooled foreign exchange reserves (at the Central Bank of West
African States (BCEAQ) and the Bank of Central African States (BEAC)).

Subsequently, the regime of exchange rate is fixed and the level of inflation is very low in the CFA franc zone compare to others
African countries. This is reflected in Credendo’s maximum short-term political risk classification of category 5/7 for the CFA
countries.

1) WAEMU in the CFA franc zone

WAEMU in the CFA zone: The western African countries of the WAEMU are: Cote d’Ivoire, Senegal, Mali, Burkina Faso,
Benin, Niger, Togo and Guinea-Bissau. Most of these countries are oil importer and are basically one or two natural resources
based economic.

Cote d’Ivoire the most developed countries of the WAEMU is an agriculture based economic especially the economy of the
country is rely on export of cocoa.

In the WAEMU, the flow of foreign investment is relatively low despite the availability of natural and human resources, this issue
might be related to the lack of infrastructure and monetary and fiscal policies in this part of the continent. The Challenge remain
to promote the private sector to ease the public sector which support almost alone the weight of the economy.
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Relatively the economic performance of the countries members of the WAEMU has been surprisingly positive recently at a point
where this area become one of the most dynamic in Sub-Saharan Africa and these countries estimate their economic to progress
of 5% yearly.

2) CEMAC as part of the CFA franc zone

The Central African Economic and Monetary Community (CEMAC)), is the second subgroup of the CFA zone. The member’s
countries of the CEMAC are: Cameroon, the Central African Republic (CAR), Chad, Equatorial Guinea, Gabon and the Republic of
Congo. The XAF is the name of the CFA franc in this part of the zone.

In contrary of the WAEMU this part of the zone is not an agriculture based economic, this region is mainly focused on oil and natural
energy.

Hence the quick fall of oil price between 2014 and 2016 coupled with the political instability of some countries members drove the
macroeconomic environment of the CMAC close to the catastrophe. Such as most of the countries of the region redrew their deposit
form the central bank of the CEMAC (BEAC) to finance their national expenses.

Equatorial Guinea, Congo and Gabon, three countries that fully rely on oil for their development were the most impacted by the oil
price problem. While Chad and Congo are considered to be over indebted and suffer serious demographic and commercial troubles
due to the instability and conflict that was shaking the countries. In such situation it’s almost impossible to attract investment or to
develop appropriate monetary and fiscal [policy that can impact positively the trade.

However, Equatorial Guinea strong of his liquidity, was able to not sink completely like the others ones in this tumult but was nether
less engaged in a preventive program with the IMF to support its economy in the short term.

According to (Coulibaly, 2014) without consolidation plans and reforms undertake to support these countries, the hope to see the
regional economy improved again would remained impossible. In fact, Equatorial Guinea and Congo and Cameroon used to be the
most important and most active contributor to the foreign exchange reserves, but since 2017 their reserves have been almost
exhausted. Today, only Cameroon remain is by far the region’s major reserves contributor as its economy is most varied than the
neighbor countries of the CEMAC.

The deterioration of the economy in the area was so deep that their needed a significant financial assistance from the International
Monetary Fund (IMF) in the form of a consolidation program to dynamite the economy in this region.

Il. LITERATURE

The CFA franc it’s a very controversial currency because of its origin and many are those who believe that the use of this currency it’s
a system use by France to keep enslaved their former African colonies and limit their development.

Hence it’s important to recall that the CFA franc currency was a developed by France to trade with its colonies during the
colonization, given this situation it’s hard to not see even now in the functioning mechanism of the currency, the weight of the

arrangement between the CFA zone countries and the republic of France.

As saying before the system of pooled reserved and the convertibility of devise by the French treasury give a full control of that
institution over the two central banks of the CFA zone of the CFA zone.

The WAEMU and the CEMAC have each of them they central bank that monitor and supervise the economic development in their
respective area and so in the CFA zone in general.

When the CMAC zone was struggling due to the crisis of oil the central bank played a mediation role between the concerned countries
and the IMF.

However it’s obvious that the CEMAC countries need to diversify more their activities to not be that much dependent on oil which for
now only Cameroon seems to be leading the track of diversification in this region.

An observation of the data collected show the evidence that the development in the WAEMU is positive compare to the CEMAC
zone.

Another evidence from the review of literature was the fact that the CFA zone countries in general are most exposed to external
shocks on trade, economic, financial and many more.
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But there again its seems like the CEMAC countries mostly oil based are more vulnerable to external shocks like it was the case
regarding the international downfall of oil price.

Some progress need to be noticed since the deep of the crisis in 2016 to now and all let think that with appropriate fiscal policies and
economic diversification plan a rise of the economic can be register for the incoming years.

Indeed the CFA zone countries need to be more involve regarding Importation and FDI because there is clearly a positive effect on
these variables of the GDP of the CFA countries.(see table 3)

The WAEMU countries despite being agriculture based economies in general are focusing more nowadays on the private sector to
support the flow of FDI and create a positive effect on employment which can also contribute to the acceleration of their economic
growth. Even though the economies of the CEMAC countries remains fragile they still be a hope of economic growth in the near
future as we already noticed.

The development concept of zone 1 and zone 0 is based on the economic performance and individual country development is trend to
improve the federal investment. The long run covariance is existing import and export and training performance of country economic
development. Since then, large number of employment policies tested existence of per-capita income of the country. When using
panel data as a gross domestic product one can observe the evaluation of economy in the long run. One-word 1970, countries
development policies indicating import and export of the state and gradually transition from the boat agriculture and industrial sectors
to tertiary sector as for development. This research paper focusses that perspectives of economic development along with the growth
level of country. The 14 underdeveloped countries of South Africa in the period of 1990-2017 in two zones.

The objective is to check how changes in the productive structure in 14 countries affect the standard development model. Specifically,
we study the role of services on Economic performance in relation to the rest of economic activities. The hypothesis is that the
changing GDP structure of a country towards service activities leads to an ever-decreasing environmental impact. The percentage
contribution of services sector to total GDP for 14 countries grew from 39 percent to 67 percent during the sample period.

However, it is important not to only observe the percentage change given that the services sector also uses energy to be into operation,
but the quality of that change as well. In other words, a more information-based services and a less material economy would reduce
the levels of Economic performance. This is usually assumed in the development but not proved as such.

I1l. DATA, MODEL AND RESULTS:

The research empirical model is based on panel data of 14 countries members of the CFA FRANC zone in the period of 1990-2017.
The data on Economic performance were collected from the source of World Bank. (Harvey & Cushing, 2015; Miron, Miclaus, &
Vamvu, 2013) GDP without services are measured in constant dollars of 2011 stemming from the individual countries GDP growth
level. We employed the GDP growth regarding import, export, and unemployment issues of the countries and how they impact on
economic growth of the country. (Gnangnon, 2013)The Robust statistically technique have been used to elaborate the idea of growth
and their significance.(Hui, Lo, & Fong, 2016; Lo, Hui, Fong, & Chu, 2015; Remus Constantin, 2013; Zhao & Kim, 2009) The
descriptive statistics is indicating in Table 1 the mean deviation with Kurtosis in 364 number of observations.

Table 1: Descriptive statistics

http://dx.doi.org/10.29322/1JSRP.9.10.2019.p9439 WWww.ijsrp.org



http://dx.doi.org/10.29322/IJSRP.9.10.2019.p9439
http://ijsrp.org/

International Journal of Scientific and Research Publications, Volume 9, Issue 10, October 2019 288
ISSN 2250-3153

GDP EXPORTS FDI IMPORT UNEMPLO

YMENT
Mean 3.552590 31.45915 2.799009 35.39085 6.320165
Median 4.028487 23.56420 1.631513 32.91966 4.674000
Maximum 33.62937 94.03353 50.01802 113.6609 20.59000
Minimum -36.69995 4.902490 -8.589432 12.53477 0.285000
Std. Dev. 5.286076 19.64191 5.409025 12.22967 5.467270
Skewness -1.520147 1.296779 4.423067 1.976142 1.337963
Kurtosis 18.27707 3.840479 32.19121 9.849007 3.909681
Jarque-Bera 3679.922 112.7331 14110.78 948.3634 121.1528
Probability 0.000000 0.000000 0.000000 0.000000 0.000000
Sum 1293.143 11451.13 1018.839 12882.27 2300.540
Sum Sq. Dev 10143.16 140047.1 10620.49 54292.00 10850.45
Observations 364 364 364 364 364

The highest mean value is indicating highly influence of GDP in different states, like the export mean is indicating positive significant
effects on GDP compare to import and unemployment. They influence the long-term relationship between the GDP and FDI, and
creating the short-run relationship with unemployment. (Coleman, 2010; Coulibaly, 2014; Gnangnon, 2013)

Table 1: Covariance

Covariance Analysis: Ordinary

Sample: 1991 2017

Included observations: 364
Balanced sample (listwise missing value deletion)

Correlation \GDP

EXPORTS FDI

IMPORT UNEMPLOYMENT

GDP 1.000000
Exports 0.016417
FDI 0.110335
Import 0.091500

Unemployment -0.124142

1.000000

0.259939  1.000000

0.561859  0.564086
0.643612  0.090923

1.000000
0.158268

1.000000

Table-2 indicating

the covariance relationship among the explanatory variables. The statistically analysis have determined the
affiliation of FDI and import, which is 56%, shows that significant and reject the null hypothesis also the unemployment with import
only regard with 15%.

Figure 1: Covariance.
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Table 2: Test of Equality
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Test for Equality of Means Between Series
Sample: 1990 2017
Included observations: 392

Method dar Value Probability
Anova F-test (4,1911) 569.2455 0.0000
Welch F-test* (4, 906.061) 605.6019 0.0000

*Test allows for unequal cell variances
Analysis of Variance

Source of Variation dar Sum of Sq. Mean Sq.
Between 4 366627.7 91656.92
Within 1911 307699.2 161.0147
Total 1915 674326.9 352.1289

Category Statistics

Std. Err.
Variable Count Mean Std. Dev. of Mean
GDP 392 4.570738 10.51054 0.530862
Exports 377 31.18067 19.50684 1.004653
FDI 392 4.103170 11.85106 0.598569
Import 377 35.14181 12.16226 0.626388
Unemployment 378 6.386196 5.376385 0.276531
All 1916 16.08441 18.76510 0.428700

Table 3 is indicating test of equality among the explanatory variables with 4 degree of freedom, the probability of F-test 569.24 within
161.01 source of variance. (Kitamura, 2012) The mean valuation of GDP refers that the mean deviation of 0.53 and FDI 0.598 so
therefore the count observation is analyzed that FDI and import have creating positive significant impact on GDP and reject the null
hypothesis.

Table 3: Pedroni residual Cointegration

Pedroni Residual Cointegrarion Tast

Alternative hypothasis: common AR coss, (witkiz-dimension)
Weighted
Statistic Prob. Statistic Prob.

Danal v-Etatistic 00145 -1.718182 0.0571
Panal rho-5tati 0.0021 -3.003003 0.0010
Danal DD-Etatistic -11. 0.0000 -10.88182 0.0000
Panal ADF-Statistic -5.278410 0.0000 -4.258010 0.0000
Altamnative hypothasis: individusl AR cosfs. (betwean-dimension)

Piob,
CGroup tho-Statistic 0.0138
Group PP-Stati 0.0000
CGroup ADF-Statistic —4.218805 0.0000
Cross saction spacific results
Phillips Peron results (mon-parametric)
Cme= ID AR(1) Varinnce HAC Eandwidth Obs
Banin 0.250 65 300 26
Bukina -£.232 100 2
CI 0326 0.00 26
CE 0.036 14.00 2
sl 0318 200 2
Nigar £0.425 200 26
Sanagal 0.147 0.00 2
Togo 0.033 .00 26
Camaroon 0.354 4.00 26
Centrsl Aftican Fapublic g 3.00 26
Chad £0.062 200 26
Congo £0.075 5.00 26
Equstorisl Guinea £.472 11.74815 10.00 12
Gabon £.227 10.1833% 300 2
Angmentad Dicksy-Fuller rasults {paramatric)
Cross ID AR(1) Lag Max Ing Obs
Benin £.202 1 - 25
Bukina -£.001 1 - 5
CI 0.401 1 - 5
GB 0.434 & 1 - 5
Mali £.033 ©.140685 1 - 5
Nigar £0.438 8.260622 1 - 5
Sanagal -£0.087 3.610320 1 - 25
Togo 0.085 26.64643 1 - 25
‘Camaroon 0179 3 5 1 - 25
Centrsl Aftican Republic  -0.141 5 1 - 25
Chad 0286 1 - 5
Conzo 0.436 1 - 25
Equatorizl Guinea 0EB7E 1 - 11
Gabon 0.400 1 - 25

Table 4 is representing the padroni cointegration of individual states with rho, PP and v statistics with -5.14 statistically ADF test and
reject the null hypothesis.

Table 4: Granger causality test
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Pairwise Granger Causality Tests
Date: 09/17/19 Time: 11:09
Sample: 1990 2017

Lags: 2

Null Hypothesis Obs F-Statistic Prob.
Exports does not Granger Cause GDP 349 2.87854  0.0576
GDP does not Granger Cause Exports 1.24448  0.2894
FDI does not Granger Cause GDP 364 173967 1.E-53
GDP does not Granger Cause FDI 1.69234  0.1856
Import does not Granger Cause GDP 349 411955 00171
GDP does not Granger Cause Import 0.03679 09639
Unemployment does not Granger Cause GDP 350 0.78590  0.4565
GDP does not Granger Cause Unemployment 2.88620  0.0571
FDI does not Granger Cause Exports 349 243674 1E-10
Exports does not Granger Cause FDI 639313  0.0019
Import does not Granger Cause Exports 349 11.1904 2E-05
Exports does not Granger Cause Import 454468 00113
Unemployment does not Granger Cause Exports 336 3.97483  0.0197
EXPORTS do not Granger Cause Unemployment 0.00654  0.9935
Import does not Granger Cause FDI 349 4.16810 0.0163
FDI does not Granger Cause Import 7.00276  0.0010
Unemployment does not Granger Cause FDI 350 0.62530  0.5357
FDI does not Granger Cause Unemployment 048562  0.6157
Unemployment does not Granger Cause Import 336 0.85256 04273
Import does not Granger Cause Unemployment 0.23550  0.7903

Table 5 is refereeing the granger causality among explanatory variables and the development does not either exists which is logical
given that it is a long-run concept with unemployment in the short-run contributes to more Economic Performance Fig 3. Furthermore,
effects to change the development policies by different impact of variables. Unemployment does not granger casualty on export but
vice versa of export, like import does not Granger casualty on export. However, the evolution of per capita economic performance, per
capita GDP without services and per capita services GDP.(Cook & Devereux, 2011; Dohwa, 2012) There is a certain co-movement
among the three series. Nevertheless, for the last years of the period it is interesting to see how per capita economic performance drops
at a faster rate meanwhile both per capita GDPs smoothly decrease and eventually start to rise.

Figure 2: Strength of Countries by GDP
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Figure 3: Residual condition of Zone 0 & 1
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Dependent Variable: GDP
Method: Robust Least Squares
Date: 09/17/19 Time: 12:26
Included observations: 148 after adjustments
Method: M-estimation
M seftings: weight=Bisquare, tuning=4.685, scale=MAD (median
centered)
Huber Type I Standard Errors & Covariance
Zone 0 Zone 1
Variable Coefficient Std. Error z-Statistic Prob. z-Statistic Prob.
Exports 0.031776  0.024631 1.290086 0.1970 -2.83213 0.0046
FDI 0.075907 0.060874 1.246940 0.2124 1.074125 0.2828
Import -0.018561 0.036689 -0.505903 0.6129 2.059367 0.0395
Unemployment -0.153162 0.073268 -2.090441 0.0366 -0.21349 0.8309
C 4.003793 1.067323 3.751246 0.0002 3.497822 0.0005
Robust Statistics
R-squared 0.021979 Adjusted R-squared  -0.005378
Rw-squared 0.060362 Adjust Rw-squared  0.060362
Akaike info
criterion 224.2981 Schwarz criterion 239.8327
Deviance 2565.122 Scale 3.455332

Rn-squared statistic 6.707338 Prob(Rn-squared stat.) 0.152186

Non-robust Statistics

Mean dependent var2.948513 S.D. dependent var  6.543088
S.E. of regression  6.474480 Sum squared resid 5994.402

Figure 1. Evolution of per capita economic performance per capita GDP without services and per capita services GDP. All the three
variables are expressed in terms of 2011 indices.
Table 1. Modified Augmented Dickey-Fuller (MADF) test

Figure 4: Zone 0 & 1
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Fig. 2 is indicating the long-run estimates for the economic flow with turning points of import, export and unemployment regarding
per-capita GDP. The turning point from which more per capita GDP means less Economic performance is calculated approximately
would correspond to per capita GDP in year 1998 in form of modified and restructured model from per-capita GDP. However, as an
influential variable the long run relationship shows significant effects on valuation of the CFA zone countries.(Girardin &
Marimoutou, 1997; Ismailov & Rossi, 2018; Lee, 2013) Fig 4 The 1% increase in magnitude of services activities the Economic
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performance diminish 1.8%. However, the casualty support a unidirectional relationship going from either the GDP with bidirectional
causality with GDP in Robust technique and it became fundamental in order to reduce the economic performance.

IV. CONCLUSION

The present research demonstrates the influence of economic flow of member’s countries of the CFA franc zone on the evolution of
Economic performance with import, export, unemployment and FDI. To this end we focus on a different approach of the gross
development product model where the added value of services is isolated from total GDP. This analysis has been implemented for 14
countries in the period between 1991-2017. The result shows that evolution of services with GDP and unemployment factors.

The individual zones strategies directly effect on the growth of countries with explanatory variables, this research paper has
designated the economic performance and change factors in different zones. Furthermore, the long run sustainability effects explore
between expanding variables and shows positive effects in both zone.
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