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2 The Preface of International United Currency—Dream of Euro

Chapter 1 The Road to Euro

1.1 A Realized Dream

On 1 January 1999, the Euro became a reality . By creating the
single currency, Europe will be offering its citizens, its children and
its partners in the wider world a more concrete symbol of the com-
‘mon destiny it has freely chosen: that of building a community based
on peace and prosperity .

On 1 January 1999, 11 Member States for the first time em-
braced a single currency, at the end of a long process involving
sovereign? political decisions on the part of the Heads of State or
Government and culminating® in fulfillment of the economic condi-
tions necessary for its success.

The introduction of the Euro confirms the advent of a genuine
culture of stability in Europe that is essential to the establishment of
a stable, sound and efficiently managed economic framework. It is
also a response to globalization and current developments in the
world economy. While the Euro will not, on its own, enable the
scourge of unemployment to be swept away, without the Euro the
priority® assigned to the jobs struggle would be deprived of a key in-
strument . Economic and monetary union (EMU) will revitalize® the
European economy and the single market, foster investment, boost
business competitiveness, benefit consumers and savers, and make
life easier for citizens where both work and travel are concerned.

The birth of the Euro—the single European currency, has been
an historical event which has changed our daily lives. When the Eu-
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4 The Preface of Intemational United Currency—Dream of Euro

ro is physically introduced, all the countries which are members of
the European Union, that is, France, Italy, Belgium, Germany,
the Netherlands, Luxembourg, Great Britain, Irelénd, Denmark ,
Greece, Spain, Portugal, Austria, Sweden and Finland, will cease

® use their national currencies and begin to use the same curren-

® .

to
cy

The Euro was given its name at the meeting of the European
Council held in Madrid in December 1995 . It came into existence on
1 January 1999. Untii 1 March 2002 we can use bank-notes and
coins in Euro as well as bank-notes and coins in national currencies.
Beginning on 1 March 2002, Italian lira, German marks, Spanish
pesetas and all the other currencies of the individual countries will

be completely replaced by the Euro.

[from www.eurolandia. tin. it]

1.2 Who Created Euro?
1.2.1 Nobel Economics Prize Winner

The winner of this year’ s Nobel Prize for economics— Robert
Mundell—is credited with paving the way for what has been called
both Europe’s greatest achievement and its worst mistake to date® ;
the establishment of a single European currency .

The Canadian-bom economist, a professor at Columbia Univer-

sity in New York, was named the winner of this year’s prize in
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6 The Preface of International United Currency—Dream of Euro

©

recognition of his work on monetary dynamics™ and optimum curren-

cy areas, the Royal Swedish Academy of Sciences said in Stock-
holm .

The author of numerous works on economic theory, Mundell
has written extensively on exchange rates® and monetary policy. But
his most influential body of work was published in the early 60s,
when he argued that a single currency would be viable in an eco-
nomic region where there is a free movement of labor and trade be-
tween nations .

In such an economic climate, unemployment rates in partici-
pating countries would eventually equalize as people move from areas
of high unemployment to those where work is plentiful. And as a re-
sult, there would be no need for a local monetary policy: the perfect
situation for implementing a common currency area with a unified

monetary policy.

1.2.2 From Dream to Reality

Mundell has not published a theory quite so momentous® in re-
cent years, but his seminal® work is still very relevant to policymak-
ers in modemn Europe busy implementing Economic and Monetary U-
nion, or EMU.

Speaking to The Associated Press in London, Mundell,
67, stressed the importance of success for the European common
currency .

‘Early on [ came to have the opinion that Europe was going to

move toward closer integration., and monetary union would be a good
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8 The Preface of International United Currency—Dream of Euro

thing for Europe.’ he said.

Europe has been slowly building up to monetary union, staring
first with the removal of barriers to trade between member nations,
and following up with the free movement of labor between countries.

Monetary union is next. Eleven of the 15 countries in the Eu-
ropean Union have signed up for it. And most banks, stock markets
and companies in these countries are now doing transactions in eu-
ros. Notes and coins will not be issued before January 2002.

The sequence® of liberalization is reflected in what Mundell
thought years before, said Martin, a professor of economics at the
University of Pennsylvania. The best example of this sort of area is

Europe that was Mundell’s insight.

1.2.3 Prolific in Other Areas

Man and Economics, Mundell’s first book, was published in
1968. Since then he has written and edited many books, articles
‘and papers. A paper he delivered in 1997 correctly forecasted the
recent rebound® in the value of gold.

Mundell worked in the research department of the International
Monetary Fund from 1961 to 1963. Today, in addition to teaching at
Columbia University, he has been an adviser to the United Nations,
the IMF, the World Bank, and governments in Latin America, Eu-
rope, the United States and Canada.

[from Roland Jones, ABCNEWS ]
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1.3 History of the European Union

If we want to know Euro, we should first know the European
Union. Today the European Union is one of the most important
supranationa](D organizations. It was created on the basis of econom-

©

ic contracts via complex transitions and has started to become a po-

litical reality .

1.3.1 The OEEC and the Council of Europe

1948 was the year when Europe started on its way to a Union
with the first cooperation contracts and alliances. On 16 Aprl 1948
the OEEC was created, the OEEC ( Organization for European Eco-
nomic Cooperation), the first entity uniting all west European na-
tions { Austria, Belgium, Britain, Denmark, France, Greece, Ire-
land, Iceland, Italy, Luxembourg, Norway, the Netherlands, Por-
tugal, Spain, Sweden and Turkey) .

The main objectives of the OEEC were to organize and man-
age the economic aid coming from the USA under the Marshall
Plan .

The OEEC also helped to:

1. liberalize trade between its member states

2. introduce the first ideas on monetary agreements

3. develop a more concrete® economic cooperation in general

The Council of Europe was created in the following year in



