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Summary

The establishment of the European Monetary Union and im-
plementation of the single currency is one of the greatest events
taking place in the political and economic fields since the World
War II. This grand plan and pioneering undertaking will certainly
exert strong effects upon the economic progress and development
of economic relations among EU member states as well as upon
deepening and widening of the European integration. It is in view
of further perfecting EU Single Market and enhancing the locality
attractiveness to cross investments among member states the au-
thors base this book on systematic analysis of the origin of work-
ing mechanism of theoretical foundations for and economic effects
of the European Monetary Union and render profound insights
into the characteristics of the foreign direct investment in the Eu-
ropean Union since beginning of EU Single Market and relation-
ship between the foreign direct investment and the economic
growth of the EU member states as well as systematically review
the present situation and the determining factors of the Sino— EU
bilateral direct investment and offer some suggestions on the poli-
cies for further expanding Sino — EU bilateral direct investment.
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Preface

As a partner in the EU-China Higher Education Programme
the Centre of International Management and Development
CIMAD of the University of Antwerp Belgium has been ex-
tremely pleased to have Jiangying Associate Professor at Sichuan
University China during April 06 1999 to October 05 1999
for her research project on the European Monetary Union For-
eign Direct Investment and the impact on EU member states.
The economic size of the Economic and Monetary Union
EMU launched by 11 EU countries in January 1 1999 is com-
parable to the USA. This is one reason why the European single
currency or the Euro is likely to become an important international
currency. This means that in the future also countries that do not
belong to the EU including China are likely to use the Euro for
international transactions. How long it will take before the Euro
will take its place in the international financial world is not clear.
This will depend on the macro-economic developments in Europe

and the USA and the economic policies that are followed. In Eu-
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rope thé European Central Bank' ECB takes responsibility for
the monetary policy that previously was carried out by the central
banks of the individual member countries. However the major
goal for the ECB is the maintenance of price stability.

Thanks to the EMU the internal operation of the single Eu-
ropean market can no longer be disturbed by economic irresponsi-
ble’ changes in the exchange rates. While many Europeans have
been disappointed by the apparent weakness of the Euro versus
the US dollar since it was established it cannot be denied that the
economic union itself has become more sustainable. The introduc-
tion of a European unitary currency is increasing economic effi-
ciency because it eliminates transaction costs improves the trans-
parency and increases competition which finally have a positive
effect on the creation of wealth. These effects take their time
however especially because the transition from national currencies
to a European currency poses many practical problems.

The defenders of the Euro saw it as a key step towards politi-
cal union in Europe. Meanwhile the effects on investment have al
ready had an impact. The EMU has played a role in the European
wave of cross-border mergers and acquisitions that will result in
stronger and hopefully more profitable companies once the inte-
gration problems of newly joined partners are solved. The EMU
creates larger and more efficient capital markets. The merger

movement among European stock exchanges Euronext clearly
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illustrates this and actually allows European investors to build
more diversified portfolios. Of course economic problems will not
disappear altogether and a common monetary policy could lead to
lasting growth divergences within the eurozone.

Certain representatives of the European business community
have claimed that the Euro has already revolutionized corporate
strategy and transformed approaches to doing business in Europe.
The Euro’ s declining value against the dollar has focused attention
away from some of the single currency’ s benefits. The Euro has
fuelled the boom in European exports installed a new spirit of
competition among its enterprises in an integrated Euroland.
Nonetheless the weak Euro also created worries about the risk of
inflation the high oil prices and other imported commodities
which resulted in a political setback when Denmark rejected entry
into the eurozone in a national referendum.

According to Robert Mundell the 1999 Nobel Prize in Eco-
nomics for his work on' optimal currency areas’ and known as
the father’' of the Euro to reduce thé chaos of a completely de-
centralized system’ the world has now gravitated toward currency
areas with smaller states fixing their currencies to larger neigh-
bours — the dollar the Euro the yen and in the case of parts of
African the franc. As Mundell stated in his Nobel Prize lecture
the international monetary systerh is governed in large part by the

power configurations of nations’ . It is likely that also the Chinese
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