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Currency is one of the major issues in the debate on the economic development of 

the African continent. In effect, currency and its exchange rate are one of the most 

important compensation mechanisms for negotiating the terms of inclusion in the global 

market of goods and capital1. The absence of effective monetary sovereignty has long 

been considered one of the main causes of underdevelopment in Africa: the de-facto 

continuity between the hetero-directed currency regimes of the colonial period and the 

surreptitiously sovereign currency regimes of the post-independence period was one of the 

keys to explain Africa's anchoring to the status of supplier of cheap commodities in 

exchange for advanced industrial goods2. Despite the establishment of central banks with 

exclusive minting powers, African currencies still remain subject to the price fluctuations of 

one country’s main export goods, with little capacity for trade outside national borders.  

The desire to ensure greater stability against devaluation and inflation explains the 

contemporary tension of various regional organisations on the continent towards the 

creation of common currency platforms3.  

An example of this trend is the East African Community (EAC), which is committed to 

creating a currency that will overcome national fragmentation by 2024. The leaders of 

Kenya, Tanzania, Burundi, Rwanda and Uganda have met regularly since 2014 to 

establish a roadmap for achieving the necessary macro-economic parameters4. However, 

declarations of intent have not always been followed by concrete progress. In the case of 

the EAC, regional currency integration plans have slowed down as a result of doubts 

arising from the Euro experience and fears of restructuring the balance of power in the 

region5. By 2019, for example, the payment system set up to ensure the free convertibility 

of regional currencies was dominated by the Kenyan schilling for more than 98% of 

transactions6. The limited share of intra-continental trade in the trade basket of many 

African countries represents a further obstacle to the creation of a common currency7. 

 

Currency and power politics in eastern and southern Africa. 

The debate on the adoption of alternative exchange currencies to the dollar is 

particularly relevant also for the restructuring of power relations out of the African 

continent. The equation between geopolitical ambitions and monetary hegemony has 

always been a  crucial  element in the formation of informal empires: in Africa, the colonies  
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played a considerable role in supporting Britain's residual imperial ambitions through the 

pound system after the end of World War II8. In the second half of the twentieth century, 

the definitive affirmation of the dollar as the international currency of reference favoured 

the advancement of US influence in areas of former European competence and the 

dominance of the Bretton Woods organisations over the international architecture of 

development cooperation9. It is no coincidence that the current questioning of the 

dominance of the dollar by the so-called BRICS countries has been accompanied by the 

creation of an alter ego of the World Bank and Monetary Fund with the aim of diversifying 

financing options for the so-called Global South10.  

A reflection on the breakdown of US and European hegemony in Africa and the rise 

of new powers from Asia cannot ignore China. The Chinese currency Renmimbi (or Yuan) 

has undergone a rapid process of internationalization in recent years, thanks also to the 

increase in the volume of bilateral trade with Africa and to the fact that a substantial part of 

African foreign debt is now under the control of Beijing. The official certification by the 

Monetary Fund on the global status of Renmimbi came in October 2016, when it rose to 

the rank of reserve currency in the organization's basket alongside the dollar, pound, yen 

and euro11. Eastern and southern Africa were a sort of laboratory for Beijing’s challenge to 

the dollar, due to the ramification of Chinese capital along the route of the Belt and Road 

Initiative. The Chinese government has entered into a growing series of currency swaps 

with the aim of undermining the dominance of Western financial institutions12. Zambia was 

the first country to offer banking services in Yuan in 2011, while Angola signed an 

agreement for the free convertibility between the local and Chinese currencies in 2015, 

thanks also to the importance of oil in bilateral trade13. In the following years an increasing 

number of African countries established similar mechanisms, attracting the concerns of the 

US administration14. 

Zimbabwe's capital, Harare, can be considered a reference centre for discussions on 

the adoption of alternative international currencies. The chairman of the Russia-Zimbabwe 

business council made a proposal to replace the dollar with the rouble in bilateral 

transactions with Moscow, noting that the use of this currency would facilitate the 

operations of Russian investors in Africa.15 In May 2018, Harare hosted a meeting of the 

Macroeconomic and Financial Management Institute of Eastern and Southern Africa, an 

institute that brings together economists and central bankers from 14 countries in the area.  
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Alternative payment systems in international trade.  

What chances of success and what consequences for the world economy? 
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The objective of the conference was to discuss the possible acquisition of the Yuan as a 

reserve currency for the respective currency baskets, given the common financial 

exposure to Beijing16. The rise of the Yuan in the world monetary chessboard was also 

confirmed by the data of the Monetary Fund for the last quarter of 2018, when it 

consolidated as the fifth reserve currency after the dollar, euro, pound and yen17. 

Countries such as Mozambique, whose trade with China has increased by 35% in the last 

year, now hold about 10% of their currency reserves in Renmbimbi18. Despite the data 

suggesting steady growth, it is unlikely, however, that the Chinese currency will be able to 

undermine the US currency's role as a means of trade for African products in the medium 

term. The obstacles are not only of a political nature: Chinese commercial enterprises also 

prefer the Dollar as a means of payment for their transactions in Africa, as it is an effective 

shield against volatility and the risk of depreciation of local currencies19.  

                                                           
16  Reuters, 29 May 2018. https://www.reuters.com/article/us-china-yuan-africa/african-finance-leaders-to-debate-chinas-

yuan-as-a-reserve-currency-xinhua-idUSKCN1IU00N 

17  Xinhua.net, 30 March 2019. http://www.xinhuanet.com/english/2019-03/30/c_137935994.htm 

18  All Africa, 1 February 2019. https://allafrica.com/stories/201902010980.html 

19  Global Times, 30 May 2018. http://www.globaltimes.cn/content/1104776.shtml 

 

https://www.reuters.com/article/us-china-yuan-africa/african-finance-leaders-to-debate-chinas-yuan-as-a-reserve-currency-xinhua-idUSKCN1IU00N
https://www.reuters.com/article/us-china-yuan-africa/african-finance-leaders-to-debate-chinas-yuan-as-a-reserve-currency-xinhua-idUSKCN1IU00N
http://www.xinhuanet.com/english/2019-03/30/c_137935994.htm
https://allafrica.com/stories/201902010980.html
http://www.globaltimes.cn/content/1104776.shtml

