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A nervous new arrival on the European Union’s block-Poland and the EU. (2003, August 30). The Economist (US), p. 17. Retrieved from Infotrac on October 29, 2003.


This article addresses the issues involving Poland joining the European Union next year. There are fears that Poland will fail to master all the EU’s labyrinthine farming and food-safety laws by the time it joins, allowing other EU countries to block its farm exports, using what the EU calls “safeguard clauses.” Poland might also fail to muster enough well-planned and well-managed projects to claim its full share of EU development funds, leaving it a net payer into the EU budget.  The weak economy and the continuing scandals have encouraged a mood of national cynicism.

Europe’s speed restrictions; Europe and America. (2003, August 16). The Economist (US), p.67.  Retrieved from Infotrac on October 28, 2003.


In 2001, as America dipped into recession, the euro area briefly grew faster, but since then it has lagged behind. An explanation for Europe’s recent poor performance is that over the past three years, America has enjoyed much looser monetary and fiscal policies which have bolstered consumer spending. The European corporate financing has also caused over-investment and over-borrowing which is helping to hold back current growth in the euro zone. America is growing slowly due to the mortgage equity withdrawal vs. the euro area house prices cost too much to refinance. 

Fairlamb, D. Another blow to recovery; As the euro soars against the dollar, Europe’s profits and exports are hunting. (2003, October 20). Business Week, p.66.  Retrieved from Infotrac on October 28, 2003.


This article questions why the euro is climbing against the dollar and threatening to douse the faint spark of recovery.  The reasoning found is due mostly to concerns about spiraling deficits in the U.S., statements by government officials trying to “talk down” the dollar, and spillover from rigid currency regimes in Asia.  A stronger euro makes it harder for European companies to sell their goods and services overseas.  The euro is mainly being driven higher by the twin U.S. trade and government deficits, both of which economists say are now unsustainably large. A stronger euro wouldn’t be so bad if Asian currencies were also gaining ground against the dollar. This has the Erozone policy makers are increasingly concerned the dollar could take a precipitous dive and drive their economies back into a recession. To protect themselves European companies are using dollar based accounting and hedging.  The dollar based accounting causes the rising euro to give them increased euro costs and declining dollar revenues. Hedging is borrowing money in dollars on the grounds that it will be cheaper to repay in the future once the euro has strengthened even more.

Greene, F. & Travis, L. (2002). Preparations for the Euro by UK. SMEs with Trading Links with the Euro Currency Area. Small Business Economics, 19, 307-319. Retrieved from the Electronic Journal Center on October 28, 2003.


This paper examines euro preparations by U.K. SME’s with trading links with the euro currency area. It suggests, notwithstanding the U.K.’s decision not to join the euro in the first wave, that SME’s with euro area trade links are particularly likely to have had to make some adjustments for the introduction of the euro. The paper assesses this level of preparation and seeks to understand if it is contingent upon the characteristics of the business, its geographic location it’s business orientation and the type of trade link (e.g. importer/exporter). The paper finds, contrary to previous research, that business characteristics, geographic location and business orientation are, on the whole, of limited value in explaining the euro preparation.  What, instead, seems more significant is the type of link with the euro area: importers, exporters and those with subsidiary businesses in the euro area appear more likely to have made preparations for the euro than U.K. SME’s that are part of a euro supply-chain or are a subsidiary of a euro area business.

Honohan, P. & Lane, P. (1999). Pegging to the Dollar and the Euro. International Finance, 2 (3), 379-410. Retrieved from the Electronic Journal Center on October 27, 2003.

The newly launched euro has already accumulated some ‘trackers’-that is, countries what attempt to maintain exchange rate stability with it. In this paper, we ask whether the existence of trackers should be a matter of concern for the European Union. To gain some perspective, we review the historical experience of the US with respect to dollar trackers. We identify and analyze the countries most likely to track the euro. Although the aggregate size of the group of potential euro trackers is small relative to the euro zone, we argue that this does not justify an attitude of benign neglect. Rather, we make recommendations for EU policy towards euro trackers, arguing in favour of some limited and conditional support for stable bilateral exchange rates.

Martin, J. (2003, October). US or EU? The Middle East, pp. 26-29. Retrieved from Infotrac on October 29, 2003.

Mehring, J. (2003, May 5).High Hurdles for new EU members to clear. Business Week, p. 26. Retrieved from Infotrac on October 29, 2003.

This article looks at the ten Eastern European countries looking to become part of the EU and their main struggles. Many of them need to reduce their annual budget deficits to below 3% of gross domestic product.  All ten candidates must institute a 2% trading band for at least two years prior to adopting the euro.  The primary countries that will be on time for the adoption of the euro are the Baltic countries which should be in 2007.

Mussa, M. (2002). The euro versus the dollar: not a zero sum game. Journal of Policy Modeling, 24, 361-372.  Retrieved from the Electronic Journal Center on October 27, 2003.


The introduction of the euro provides an improved public good that will prove beneficial. Both within the euro area and to external users of the new monetary unit, including virtually all those doing business in and with the euro’s effect in improving the economic performance of the euro area and, more broadly, from the cooperative and peaceful integration that the new currency symbolizes.

Patience, Patience; Central Europe and the Euro. (2003, July 26). The Economist (US), p.69. Retrieved from Infotrac on October 29, 2003.

This article is explaining how the majority of ex-communism countries may not be joining the EU at the anticipated time.  Hungary may not be able to cut its 9% deficit down to 2.5% by 2006. The Czech Republic central bank gave warning that staying in the mechanism for longer than the minimum two years could call both the exchange rate and the macroeconomic stability into question. 

Potts, N. (2003). To whose value is the euro? European Business Review, 15 (4), 221-234.  Retrieved from the Electronic Journal Center on October 27, 2003.


This article contends that Marxist economic analysis can shed more light on the likely effect of the euro on the EU economy, and the UK economy if the UK were to join, than conventional neo-classical macroeconomic analysis. Accumulated wealth/rentiers are incorporated into a model of the economy, in order to analyze how inflation affects the distribution of total social wealth between rentiers and business.  The model suggests that rentiers gain, and business in general loss, from a state of price stability. Goes on to concentrate on inter-firm issues by developing a multi-sector model of the economy.  The model is employed to illustrate how leading firms are also likely to benefit from price stability in the euro zone to the cost of business in the euro zone in general.

Smets, F. (2002). Maintaining price stability: how long is the medium term? Journal of Monetary Economics, 50, 1293-1309. Retrieved from the Electronic Journal Center on October 27, 2003.


Using a small estimated forward looking model of the euro area economy, this paper analyses the determinants of the optimal monetary policy horizon for maintaining price stability. First, the optimal policy horizon for a price level objective is generally longer than that for an inflation objective. Second, the policy horizon becomes longer, the greater the weight on other objectives like minimizing output gap and interest rate variability. Third, the optimal policy horizon is shorter, the higher the degree of “forward-lookingness” in the economy and the greater the slope of the Phillips curve.  Finally, even if society cars only about inflation stabilization, it often pays to give the central bank a price level objective, provided the horizon is optimally chosen to be somewhat longer. 

Stabbed; Europe’s stability pact, (The stability and growth pact under stress). (2003, October 11). The Economist (US), p. 53. Retrieved from Infotrac on October 29, 2003.

This article explains France’s violation of the European Union’s “stability and growth pact.” Under the rules, the government of the 12 countries in the European single currency, the euro, are obliged not to run budget deficits bigger than 3% of GDP. If they breach the limit for 3 years running, and cannot plead the extenuation circumstances of a severe recession, the pact provides that they should be fined billions of euros.  France has been on a course to breach the 3% ceiling in 2004 and is now moving into the “excessive deficit procedure.”  However because it is France, they will likely suggest a weaker penalty as long as the country obliges by 2004.  The Dutch are opposed to this due to watching other countries being strictly sanctioned by the European Commission already for the same problem, threatening legal action if necessary.

Why the voters are reluctant; Sweden and the euro. (2003, September 13). The Economist (US), p. 46.  Retrieved from Infotrac on October 29, 2003.

This article considers opposition to the euro in Sweden reflects discomfort with the broader thrust of European political integration as much as, or more than, it expresses doubts about the single currency itself. Sweden has become hesitant in adopting the euro because the European Central Bank has been criticized for keeping interest rates too high for too long and for adopting an unduly severe target for inflation. Sweden competes successfully in the market for global capital due to being one of the most open economies in the world.  Sweden’s labor market is also highly unionized, wage-bargaining is relatively centralized, and the country has an enormous public sector.  

