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Abstract

Monetary Unions at the regional level are currently being carried on in
different ways and to different extents in various parts of the world. Yet
the existing theoretical views on the economic conditions for sovereign
states to form a monetary union are found still varied, inconsistent and
somewhat contradictory. This book tries to conduct further theoretical
investigations on this question. European Economic and Monetary U-
nion (EMU) is the main case studied to test the theoretical analyses.

In Chapter 1, we study the history of money focusing on why and how

&

the evolution of money logically led o “one country, one money” regu-
larity. Answering this question helps us understand not only that the
emergence of “national money” was inevitable yet with possible effi-
ciency loss (especially in an increasingly interconnected world), but
also why the “super-national common currency” was desired yet not
easy to be realized. This chapter argues that difficulty in having “super
national common currency” actually originates from international coor-
dination and cooperation failures, whereas the easiness to overcome this
failure within a nation is why “national money” became regularity.
Studying two cases of monetary unions in late nineteen century, this
chapter, from the historical perspective, generalizes the reasons of their

collapses as that coordination and cooperation was hard to maintain

when the circumstance became more uncertain and volatile.
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Chapter 2 carries out critical analyses on the classical theory of “Opti-
mum Currency Area” (OCA). We not only pin down overlooked (in
the current literature) complex relationships among different OCA crite-
ria, such as substituting, overlapping, causality and contradictory rela-
tionships , but also point out the theoretical limitations of OCA due to its
Keynesian root of analyses. Based on these critics, this chapter raises a
“New Criteria System of Optimum Currency Area”. Overall, this line
of study questions the prevailing trend of using traditional OCA criteria
as the theoretical basis for the formation of monetary union. Policy-mak-
ers should also have cautions on the suitability of applying traditional
OCA theory to guide practice.

Study on Monetary Union should have all-around cost-benefit analyses
apart from the cost focus of OCA. Yet, there are still shortcomings in
the existing cost-benefit analyses, such as the lack of attention on posi-
tive network externalities, the missing and incomparability of cost —
benefit items. From the standpoint of national interest, Chapter 3 com-
prehensively and carefully analyzes each item of the costs and benefits
associated with monetary union. “table about characteristics of each
cost and benefit item of monetary union” is summarized; “common
benefits” and “long-term benefits” of monetary union stemming from
coordination and cooperation are particularly emphasized. Regarding to
EMU, based on these new analyses, we arguce that economic net benefit
is sufficient to justify EMU.

Chapter 4 of the book constructs a simple macro game model to capture
the interactions of two countries deciding to form a monetary union.
From the standpoint of inter-national interest, the implications of this

_2._1 game model are the following. Firstly, “one country, one currency’




