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ABSTRACT

In an attempt to evaluate the impact of the common European Currency
(Euro) recently launched by 11 out of the 15 members of the European Union
(EU) vis-a-vis how the U.S dollar's dominance is being challenged by the Euro in
international business, certain fundamental issues need to be analysed,

In this light, efforts have been made to touch on such topical issues as: an
overview of the pattern of international business prior to the launching of the
Euro; how and why the Euro came into being; events leading lo the birth of the
Euro; conditions necessary for the success of the Euro and finally the
implications and possible impact of the Euro on European member nations,

African economy and international business as a whole.

However, there are structural changes taking place in Europe's financial
markets as a result of the Economic and Monetary Union (EMU) and other
developments having significant impact on international portfolio adjustments and
capital flows. To this extent the Euro is perceived as a stable store of value and
assuming an important role as a global reserve currency.

Willi the integration roles a single market of 290 million people with
monetary soundness, fiscal rectitude and appropriate structural reforms, will pave
way lor a prosperous Europe. But it will succeed if the Euro is embodied in the
bahaviour of business leaders, entrepreneurs, consumers and, above all the

entire European citizenry. The success of the Euro is a necessity not only let

! Tlime Magazine - (January, 1999. P.24).
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Europe, but also for the rest of the world, which must be able to count on
European growth and prosperity if the global economy is to proper.

Finally, we found out in this study that the Euro has a great impact on
Europe considering employment creations, foreign exchange risks, stronger
coordination of labour and financial markets, education and training, welfare and
safety needs and political integration.

in Africa, the CFA zones whose currencies are tied to the French franc are
also expected to benefit more from the success of the Euro.

International business pattern is changing with the impending dominance

of the Euro and also witnessing the arrival of another big market in Europe.
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CHAPTER ONE - GENERAL INTRODUCTION

114 INTRCDUCTION.

The fact that the United States (U.S) is a dominant factor in inlernational
business cannot bd over emphasized. From a humble beginning by her (U.S)
Multinalional Corporations {MNCs), rying o increase their presence across the
Atlantic, to lhe present day 40% share of the worid's direct, foréign investment.

The American companies indeed have come a long way, and as the saying
gocs "Uneasy lies the head that wears the crown”. Thercefore challenge lo the U.S
dominance in the Inlernational Business, 1s also worlhy of nole. These chailenges
patticularly from Europe, and in the Iast decade from Japan, hziwcz been of greal
concern o the LS from 57.8% share of direcl foreign invesbroenl ny 1970, 46.3%
in 1980, 46% in 1980, 46% in 1987 and finally lo 40% in 1997, The challenge no
doubl, is growing slronger daily and will continue if all things remain as they are.

However, it is obvious that the U.S. dollar slill serves as the world's pre-
eminent inlernalional currency, thwarling challengjés from sevoral olher currencies.
In lhe early post world war 1l era, the pound sterling provided some competition to
the dollar, while in the 1980's the increased use of the Deuléche Mark and the
Japanese Yen led o the speculation thal the intemalional monelivy syslem was
ber‘.orﬁing a lri-polar regime, 3

|

'iecture notes on Intermtional Dusiness by Mall, A, Sonni.



Ly the carly 1990's lhe inlernalional use of the Deutsche, Mark and the

Japanese Yen stabilised at modest levels, and expectations of a tri-polar regime
subsided. duimg the last ten years, there been an increasing speculation thal (he
international monclary system may become bi-polar, will the dollar sharing the
spol-light wilh a currency that is yel lo come into existence in noles and coins - the

Curo.

1.2 STATEMENT OF THE PROBILEM,

European countries have become more and more integrated in recent time.
They routinely sell goods and services across national boundaries , own stocks
and bonds from olher countries and oven work abroad. Bul since cach counlry has
it's own currency, a lot of ime is spent in trading one currency for the olher.

in ordor to solve this problem however 11 Luropean countries came
together to form the Ecenomic and Monetary Union (EMU), which came out wilh a
commort Luropean currency (EURO).

Furthermore, forming EMU had cosl, as various Lurupean countries now
have (o adjust their exchange rales and monelary policies., ,. : '

More impottantly, il is perlinent to look al international .mo.nclary sysicim
becoming bi-polar (Lhe Bwo will definitely vival the dollar and il llhings be thoe
same, it will become slronger than the dollar), thus, crilically ¢valuating the impact
of the Euro on inlernalional business, and also find out il it is &« blessing or more of

a blessing lhan curse (o international business.



1.3 OBJECTIVE OF THE STUDY.

The objectives of this study involves over-viewing the patlemn  of
inlernational business prior to the launching of the commmon Ewopean currency -
the Luro and alter it's launching.

In bringing oul this, i is pertinent lo consider how and why the Luro came
into being and the events preceding the birth of the Euro.

We also try to examine the conditions necessary for the success of the
Euro and the convergence process of European member nalions.

Finally, the implications and possible impact of the Euro on Eurone, African
economy and mternational business as a whole will be critically examindu.

1.4 THE SIGNIFICANCE OF THE STUDY.

The significance of this study is to provide a critical insight about the curcent
]
international monelary system and also looking at the bilh ol a new currency
which is very likely lo become the much ‘needed messiah’ in mternalional
business. And also the ‘good news' it brought in the light ol easier international
lransachions.
Also, the study aims al finding out if the birth of Luro is a curse or blessing,

if it is more of a blessing, lalking aboul it's impact on international business.
Finally, the study will serve as verilable service of information and
knowledge to students of business administralion, economics. Accounting and

other relaled disciplines in Nigeria Institutions of higher learning and  also

organisations inlerested or involved in international business.



1.5  THE SCOPE OF THE STUDY (DELIMITATION).

The study is limiled to examining and evélualing from the birth and up till
the impact of Euro on international business,

In the cowse of this study, the paltern of international business is looked al,
and also looking at the reasons thal necessilaled the buth of Ewo. The various
growth stages of Euro up till maturity, it's operalional and organisational
modalitios. |

Fmally the sludy is limited to the analysis and evaluation of the impact of

-uro and i's expecled performance in international business.

1.6 LIMITATIONS OF THE STUDY.

In the course of this study, we cannot forget to not and mention the
constraints that has limited this work to what is presenled here. The constraints
however, include not being able (o gel a very comprehensive maternal on the topic
as desired, and mosl of the available literalures were on the challenges ol the U.S,
dollar by Euro. this is thus, a problem because the area of study is a new and
current one.  Therelore, of a lot of effort is concentrated on picking up every liny
picce of information necessary 1o build this study.

Also, there is the time conslraint thal has also allecled the conduction ol
this study. Despite that the topic was approved by my supervisor on the 27"
Augusl, 1999, | did not have enough time to visit all the research and Consultancy
cenlres around the country. | could only visit the Brtish Council in Kaduna and
Umiled Slates informalion services in Lagos to piece-up the intormation gathered

s0 lar before submission.



Furthermore, every inforimation in this studying is picced logether from seminar
papers and presenlations, Journals, magazine and dailies.,
1.7 | DEFINITION OF TERMS

Intermational Business is a term used {o describe a business whose area
of operation or market transcends beyond one national boundary. in a nuishell,
international business can be used o describe {hose business activillies of an
individual, or a firm that involves the movement across national boundaries by
the individual or the firm itself of resources, goods, services and skills.

FHowever in this study, it merely covers the participants In inlernalional

lransactions with Europe from the rest of the world.

REFERENCES
1. Multinational Financial Management (2 Edition) — Alan G. Shapiro.
2, Forcign Investments, Transnationals and DPeveloping Countries —

Sanjayo Lall & Paul Strecten.
3. The Theory of Economic Integration — Bela Balassa
4. Sanni, A. {Mall) - lecture notes on international buéiness
.5. Joel, Adcoye C. & Abiola S.T. - MBA paper presenlalién on .Euro

1998/99 session (A.B.U Zaria.)
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CHAPTER TWO - LITERATURE REVIEW

2.4 INTRODUCTION.

This chapler tiies to look at the review of current paltermn of international
business. This cannot only be done without revealing evidence of the dominance
of the U.S. doilar which is being seriously challengoed by Curope.

Also, various wrle-ups and literatures are reviewed thus, giving a
background precadence lo the bitlh of a comumun Zwropean éunency - lhe Euro
and the convergence trend of European Union {EU) Member Stales.

2.2 AN _OVERVIEW OF CURRENT _PATTERN_OF_ INTERNATIONAL

BUSINESS.

A cursary look at the diterature of the current pallern of interbationai
business shows that the Uniled States of American has played a significanl role in
woild trade and investnent; accounting for about 12% of the woild's total kade for
a huge 4G% of the world stock of direct foreign investment. In Tact, il is estimaled
that oul o aboul five hundred (500) giant mull-nationals businesses currently
existing in the worild, United States alone, controls about 250 of these industrial
giants. As al 1987, a signilicant number of U.S. companies derives 1_{3 lo 112 of
their lolal earnings from foreign countrnes. These included amonyg others, such
U.S. Jants as EXXON, FORD MOTORS, TEXACO, 1BM and ITT'. .

A further look at the above scenario shows thal, the U.S. alone operates

over 11,000 subsidiaries in 74 different countries in the six continenls of the world.

'Lecttre notes on hvernalional Business by Mall. AL Sanni.




This shows a significan! increase over the situation immediately alter world war 1.
Despile his, the Uniled Slales’ dependence on foreigh raw malerials and minerals
is increasing yeurly.

Up il date, the Uniled Slates is still having a grip on a lion-share of the
world {otal Torergn privale investment, it is about 46%. Howoever, the situation fias
not been rosy as she has slipped in the lasl decade. The share ok countries like
Genmany, Swilzerland, Japan and Canada has of recent beon;increa:sing. The
U.S. share in direcl foreign investiment has drastically decreased from 57% in
1970 1o 46.3% in 1980, and 46% in 1987, This percenlage however, dropped lo
40% in 1997, During the penod under consideration, Goermany and Japan
recorded about three-fold and five- fold increase in their own shares respectively’.

Given the above situalion, the impact of these Japanese and European
investment in inlernational business-both in the United States and around the
world is a formidable challenge to the U.S. opposition. This is scquel to the fadt
that inlermational business in the fonn of mulli-national companies (MNCs} (hat
had hitherlo, beet the exclusive preserve ol Lhe Ub tal oy tow comne f(pm‘
Luwope and Japan, bul also hom developing countries like Brazil, South-Kofca, ~
India and Mexico. |

IUis important (o note here that as at the lime the U5, was logsing grip of its
leadaership position in international business, Jupan was serivusly consolidating il's
shares. The U.S. is now quickly becoming a major hosl o foreign corpaities put

succinclly, there is currently a growing shift in internalional business.

' ecture nutes on International Business by Mall. A, Saoni.



The above can be bultressed by the observation of o renowned author who
noled that, the number of U.S. companies among the woild's lop 12 l|;.JG|il]U(J in all
mduslry groups excepl Acrospace while the Luropean companices mareased then
representatives among the top 12 in 9 of the 13 countries.

The facts and figures enumerated above have shown uncquivocally, thal
the U.S. dommance in international business is fast coming to an end. More
especially with recent introduction of the common European curiency (Euro) in the
early hours of January 1%, 1999.

2.3  HOW AND WHY THE EURO CAME INTO BEING.

-

The European communily, also known as Euiopean Union Launched its,
common currency called * EURO, in the early hours of g Januaiy 1999, ailer
much concetled efforts. It marked the creation of a Uniled States of Europe. i

Thete are about 290 million people in fifleen nations ol Austria, Belgium
Filand, biatice, Gennany, lreland, Nfaly, Luxembotrg, Nethodands, Portugal,
Greece, DBnlain, Spain, Demmark and Sweden; thal made up the Euwropean
L conomic Conmnunily. IUis tnporlant to point oul here that as at the lime, the Euro
currency was launched in the early part of this year, four nalions ol the European
Union (L=.U) ane yel lo be fully incorporaled into the Eurozone. Thesce :;uunhiu:s are
Greece (An aspirant), Britain (opted out), Denmark (opled out) and Sweden (stood
aside). Scparated by borders they have boider controls, boirder laxes, border

subsidies, nalionalistic policies and prolected industries. Al the beginning of

January, 1999, they became a single market.



To lhose nations who have already adopled lhe Eurg, gone are the barriers
to travel, employment, investiment and frade. Henceforth, therc will be free flow of
workers, money, goods and services within the E.U .

The primary motivalions for these fifteen nations 10 unite are as follows:

L . To rcasserl their position against the industrial might of the U.5 and Japan
ii, As scparale .countries, creating barriers against one anolher, Européan

i
induslries were unable lo develop economies of scale enjoyed by the U.S.

iii. The new Luropean community, will allow European firms to tap what wilt
become the world’s single richest markel.

iv. This reduction in trade barrier will also encourage non-weslern European
companies to invest in these counbries to take advanlagg of new
opporiunities, |

V. Finally, European multi-nationals will have new clout in attacking American,

Japanese and other world markels.

2.4 EVENTS PRECEDING THE BIRTH OF EURQ,

QOver the past lew years of doubls and debale, the gestatiut period of the
‘Euro’ has scemoed painfully drawn out so much so that il's bitlh may no {onger
secm exciting. Bul in truth, this new currency has been brought Lo the brink of lile
with  remarkable speed tension and leething troubles nol withstanding,
breparations for the currency have heen specdy.

However, the read lo Economic and Monetary Union {(izMU) began as war-
dazed Curopean countiies realised that a repetiion of the hoirors it has just

suffored afler the world war I}, could only be avoided by imegraling their



cconomies together i whal began as a six-nation uropean common niarket,
which has now evolved into 15-member European Union.

'he desire for currency stability in Europe dales as far as the 19" century
Latin Monclary Union comprising France, Belgium, Swilzerlaind, Bulgaria and
Greece. To pul this in place, there were series of agreements beginning in Brelton
Woods in 1944, slabilising exchange rales. The syslem worked well enough, but
as It was breaking down, European leaders in 1971 mapped out a roule lo a
common currency by 1980. No sooner has they done so that the first of the great
oil shocks of the 1970's dashed nolions of currency unions.

Never the less, Europe continued lo struggle with imonetary stability, first
with the “snake” in April, 1972 which was more rigidly than the Bretton Woods
Agreement, and then with the European monelary system thal in 1978 eslablished
the exchange rate mechanism to keep currencies more or less i line throughout
the 1980's. But the rising power of currency speculators izln the 1990's eroded the
abilily of central banks to contiol their money's value and politiciains searched for o
beller solution.

lhose who created EMU - mainly politicians and ther myrmidons in the
ollice and conlerence woms of Brussels - potliay o beckoting landscape of
wealth, hiberly and economic power that rival the United slates and surpass Asia,
The decision to adopt the Euro, says German Councilor Helmul Kohl ... IS @
question of peace and war for the 21* century. If the decision is yes, fulure
generalions in Germany and Europe can live in peace and licedom in social

slability and prosperily.” (CNN world news interview on 1* January, 1999).

10



The project actually began to take shape in 1987-1988 with lhe. papers from
Edward Balladur and Hans- Dicctrich; French finance Minisier and German foreign
minister respectivcly. I response to the recommendalions by these ministries, a
summit meeling was held in Hanover (June, 19888}, during which European Union
(E.U) heads of government duly invited the president of the European
Commission, Jacgues Delors to assemble a commitltee and produce a repaort on
economic and monetary Union. The Delors committce returned a year later with
proposals for a union in thrce stages. Stage one involves cbncerling efforts to
coordinale national monelary policies; stage lwo involves leaving exchange rates
of currencies destined to enter the monelary union save for oxceplional
circumstances that ;J'uill call for re-alignment. And a Curopean monelary inslilute
would be sel up as the precursor o a true Luropecan Cenbral Bank (ZCBY; stage
Ihree would now come with a single currency under the new cenlral bank's
_aulhority.

2.5.0 ORGANISATIONAL MODALTIES OF EMU

The Ewopean leaders eventually began stage 1 on the 1% of July, 1990, the
date alreacdy set for a general abolition of capilal conlrots within the European
Union {{zU), the leaders agrecd to an inler-governmental conference (IGC) 1o be
convened to drafl the treaty commitments necded lo undelpin a singlc currency.
This conference opened in Rome in December 1990 and Olll'lJULlh a year later in
1991 al Maastricht in the Nelherlands.

It produced the ‘Maaslricht Treaty, ohe of lhe mosl ambilious: and_r

conlentious documents in EU hislory. The Economic and Monetary Union (EMU)-



planned an cconomic unification thus, providing for full liberalisation of capilal
movement within the European Comlnuniiy.

Agaimn between 1990-1995, things began lo move fast. The Maastiicht
trealy was sighed by lhe LLwropean Communily (1:C) memibers and also the ZC
became the LU The single markel also began, guaranteeing fiee movemaont of
people, yoods, capilal and services across Furopeats countries.

The stage 2 of the monetary Union began on 17 January, 1994, The
Europcan Monetary Institule (EMI) was opened in Frankfunl this year under lhe
direclorship of Alexander Lamfalussy, a Belgian. In December, 1995, a meeting
was held in Madrid-Spain, during which .U leaders confinmed their intenlion {o
launch a single currency on 1% January, 1999. They decided (hat lhe new currency
should be called ‘ure’, and as expecled, confirmed Lhat it would inherit the value
of the * ECU”, a synthelic currency tied to a basket of Curopean currencies.

Between 1945-1 399/2000, the Frankfwl-bascd Eurﬁpean Monctary Instilile
became the new European Central Bank (ECB). )

The " stage 3" involves where the ECB will guaid the currancy's valu‘c by
selling inlerest rales- essenlial the price of money and [lixing of exchange ratas. .,
shoil, e ECB took control of the monetary policy on the 17 January, 1999, wi .l;l'lll
the Euro as launched.

2.5.1 THE EURO AS A CURRENCY WITH LASTING STABILITY.

By ralifying the Maastricht trealy, the Meimber Slales opled lor slability after
learning from expericnce that high levels of inflation, lhe accumulation of public

deficils and high long term inlerest rales dislort business decisions and

12



expeclations, shift the burden of a shorl-lived recovery, ontlo fulure generations
and deler investment, slow down growth and hold back job crealion,

the achievement of a high degree of convergence belween Member SIFIIGS:
cconomics laid the foundations for a slable economic framework in the Curopean
Union. this frame Work now has to be sale quarded and solidly underpinned.

2.5,2 CONVERGENCE, AN ESTABLISHED FACT IN EUROPE.

The creation of the single currency satisfies the need for stability on which
growth depends, the collapse of the international monetary system in 1971 and the
lack of tools for economic and monetary cooperation beMccn the Member Slale;
causcd inflation to soar out of control, growlh to fall sharply and unemployment to
surge in Lurope.

urope responded to this challenge by pulling in place machi;lmy for
cnsuling economic and financial solidarity. From 1979 onwaids, the eslablishient
of the Luropean Monetary Syslem (EMS) and the creation of the 'ECU" thus, gave
bitth o an arca of stability which helped o curb inflation and lo stabilise exchange
rates between most of the Member Slates.

However, the globalisation of the cconomy and the turbulent international
envitonment called for a response commensurale with what is at stake in
Curopean integration; it has become essential, in order o secure a deeper single
markel to shelter it from erratic exchange rafe fluctuations. By signing the freaty on
Furopean Unton 1992, the Member States conlinined their delermination to ensure

thal goods, services people and capital can move freely, lo facililale genuine



convergence ol economic policies and lo piovide Europe with a single currency

L3

before year 2000.

Although olten put 1o test in recenl years that political 1csolve has hever
[allered. W's credibilily is founded on a deep-sealed and oft-repeated conviclion
that, in the interests of Europe and of its members slates, the objeclives,
conditions and timetable for achieving economic and monelary union as laid down
in the ‘Maastricht Trealy' must be scrupulously adhered to. The record of the last
few years is impressive. :

« The oulstanding progress made by Member Slales demonsliales the extent lo
which their economies have converged. The average rale of nflation in the
community has lallen substantially and is now under the 2% mark nearly all
Member Slates. The average general government deficit in the community fell
from 6.1% of GDP in 1993 to 2.4% in 1997', allowing a stiuctural reduclion in
the governmen! debt ratio. These achievemenls have cnabled long-lenn
interest rates o fall sharply thereby benehiing mvestimenls and growth, and
have shiengthened exchange rate stability watlun the EMS. On the basis ol the
analysis set out in European Commission repotl, the commission therelore
rccommended 1o the council that Meimber States adopt the Luro on 1™
January, 1999 since they fulfill the necessary conditions.

e The institutional stages ol the process have been i line with the provisions ol
the lLieaty as spell out in the reference scenario adopled by the Madrgd
Curopean council in December, 1995, the legal and the lechnical framework

" Europran Commission Report on Earo "99 (Recommendation)



(stability and growth pact, legal status of the Euro, new [ MS, elc.). Crucial to
the smooth operalion of EMU is now in place.

e Since the publication of the commissions Green paper in May, 1995, the
necessary preparations for introducing the Euro on 1°' January, 1999 have
been camed out with delennination, precision and vigowr by the communily
nstitutions, the Member Slates and economic agenls, who ae awaiting the
decisions of the heads of stale of governments to launch 1°'MU in order 1o reap
the fruit of their labours. The commission recommendalion provides (he legal

basis of that decision lo be taken at the European council on 2" May, 1998.

Lven belore the single curntency was introduced, conlidence was restored in
Europe. The facl thal inflation has been brought under control, that public inances
have been placed on a sounder fooling and lhat intereslt rales have fallen to all
lime lows was the reason behind the present economic recovery, which is crealing
jobs and the slable monetary conditions in Europe despile the Asian crises
Growlh is back, it 1ose from 1.8% of GDIPP in 1996 lo 2,7% in 1997', and the
forecast were for 2.8% in 1998 and 3.0% in 1999. Lurope was expecled lo creale
3.4 miillion jobs over lhe three years spanning from 1997 lo 1999, -

These encouraging economic achievement augur well for the success ol
the Furo. The large number of Member States which tullil from the oulset the
necessary conditions for the change over to the single curtency demmonstrates thal

the European Union has satisfactorily prepared the ground for this new phase ol

"aropenn Conmssion Report on Foro 99 (Recommendation)
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European integration. It has found the way back lo stability the lasting nature of
which should enable it to reap the substantial benefits that will flow from the

v

credibility of the Euro.

2.5.3. THI: UNION ON THE ROAD TO LASTING STABILITY,

For this purpose, the Treaty offers a number of essential quaranlees which
arc listed as follows:

+ The independence of tiwe ZCB lhe main objective being to maintéin price
stability. Without prejudice to this objective, lhe LCB will lend it's support 1o
general policies within the community wilth a view lo conlribuling lo lasling
growlh, a high degree of convergence and a high level of employment.

o The mainlenance of sound public finance: the pooling of the currency impose‘s
an obligalion on everyone to observe strict economic and budgetary diséip!ine.
The commission inlends to play Hs thlll..‘part and in parlicular {o ensure
compliance with the provisions of the stability and growlh pact. |

« The instrumenls necessary for strengthening survcillam:é andcoordinaling lhe
econoniic policies of the Member Stales in the Luro arca: the commission will
asswiie all its responsibiliies with regard to lhe permanent ‘operation &f lhe

i
relevait procedures, -

The palilicad resolve of governments is essential for (he success of EMU,
reasonable and responsible behaviour on the parl of the national authorities and
cconammic agents is’even more important than mere compliance wilh the rules of

pracedure, It determines the future of the European economies. The determination
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of governments has enabled all the Member States o reduce their govermiment
delicits and 1o reap the initial posilive resull.  The same allitude should commil
them, in the medium term, to pursue the objeclives of a budlget which is close 1o
balance or in surplus. This commilment forms .paft of the stalnhty and érowlh pact.

The Member States, having learnt from pas!l experichce and erfrors, must
seize the opporlunily that the lzuro now offers o exploit lhEEiI: improved economic
cnvironment in 0|';Jer, further o consolidale public finance and o conduct their
budgéling policies ih such a way as to restare the room {or maneuver which lhey
still lack. I.Expendiluré must, sooner or laler be paid for; the ohjoclive ol a balm:ccd
budget i the medium terny must be atlained |, if only lo enalde Europe to prepare
for the consequences of the inevitable ageing of s population as the next
niilennium  dawns. To act otheiwise would mean bequeathing lo fulwe

gencrations the burden of deficils accumulated by their parents. |

All the Member Slales are concerned, whelher or not they lake part in 12MU
on 1% Januvary, 1999, since they are all polential inembers. _IProgress lowards
convergénce will be facilitated by he consuilations on cconon'lfic, .budgu!ary and
financial malters provided for in the Trealy, by the provisions and by lhe oplion
they have of joining the new exchange rale mechanisi,

The political resolve of those in power, the progress made towards
convergence, the guaranteces offercd by the Treaty and the cnort:iin;.llion and
surveillance mechanisms established by the conclusions and resalutions of the
Amslerdam uopean council will all confer an the Vuro, a measuie ol credibilily

equal to that enjuyed today by the currencies of the best - performing Member



olates. The Luro represents an opportunity for the future of Lwope; it is up o

Europe 1o seize il

Remarkable  progress towards  the achievement of a high degiee ol
sustainable convergence had being made in all Member Slales since the
beginning of the ‘'second stage’ of EMU. This progress gathered greater
momentum during 1996 and 1997 and in the early parl of '1‘.)!'38, when efforls ‘o
achieve convergence (especially in the budgetary field) were intensified in many
Member Stales. Other necessary preparations for the ‘thud slage' were ;IISU

- 476629

Compalibility between national legislation, including the statules of national

advanced at both national and community levels.

central banks, and Arlicles 107 and 108 of the Maastricht Trealy and the statue of
the European Syslem of Central Banks (ESCB) has o be ensured in parlicular |
concerning the objectives of nalional central banks and their independence and in
respect of provisions alfecting the inlegration of the national contral banks in
LLSCB and other monelary malters. Member Slates were required lo ensure the
compalibility of their legislation at the latest date of the cstablhishment of the
Luropcan Cential Bank (ECB). Mosl Member Slales have alieady enacled
necessary changes in legislation, or are in the process of legislaling on
government proposals for changes. the situation in eight Member Slates (Belgium,
Germany, Gieece, lreland, Italy, the Netherlands, Portugal and Finland) can be
considered as compatible with Treaty requirements while on a further four Member

States' compaltibility will be ensured provided thalt the existing  governiment



~ proposals aye enacted (in Spain, Luxembourg and Austiia) or the presenl draft
government proposal is submilled to and adopted by parliament (in France). In the
case of Sweden, the requirements of the constitulion prevented the adoplion of the
govemment's proposals before late 1998, and there remained some
incompalibilitics between the present drall laws and the Frealy. By villue of Lheir
opt-outs, Denmark and the United Kingdom are under no obligation to make Lheir
fegislalion compalible except for central bank indepemdence in the case of
Denmark, for which this legislalion is compatible.

The sleady progress made in the communily as a whole and by individual
Member States in fullilling each of the four convergence criteria of z;l'liule 109j of
the Lurepean Commission, and in moving towards or maintaining a high degree of
price slability continued in 1997 and into 1998. The assessmenl of price siabilily
and inflalion convergence in Meimmber States using recenlly available Harmonised
. Indices of Consumeor Prices (HICPs), which provide a better and more comparable
basis for the assessment than national consuirier price indices. The overage rale
of inflation for each Member Stale has been calculated as the percentage change
in the average HICP in the ialest 12 monlhs relalive to lhr:I average index in the
preceding 12 months. The reference value has been calculaled for ihe purpose of
1F1"s.ropo:'l as the simple arithimetic average of lhe average inflation rales m the
thiee best -petforming Member States plus 1.5% poinls calculated in this wa:: and
according lo the available information as at January, 1998, the three best inflation
peilotmers were France, freland and Ausltria, and the refeience value was 2.7%

(see lable 1 and Graph 1-4). Fourteen Member Slales DBelgium, Deninatk,
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Germany, Spain, France, leland, ltaly, Luxembouryg, the Netherlands, Auslria,

Portugal, Finland, Sweden and the Uniles Kingdom) has average inflation rales

below this reference value. In view of the stiuctwal changes (both instilutional and

behavioural) which have played an important role in achieving «price stabilily and

given the developments in unit labour costs and olther price indices, there aie

strong reasons for believing that the current inflation performance in all these 14

{

Member States is suslainable. Greece has also had success in bringing the

inflation rate down but it still remains much higher than the reference value.
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Percentage change in anthimetic average of the itest 12 wonthly hapmomsed  ndices of
consumer prices (HiCHs) refative to the arflunetic average of the 12 HICPs of the previous
penod,
Council degisizis of 26" Seplember, 1994, 10" July, 19495, 27" June, 1996, 0™ June, 1997

A negative sign for the governiment dehicit indicates a suplus

Average matunty 10 years; Average of the last 12 months

Delnition adopted in this report: Simple anlhimetic average of the mflation rates of the thiee

bostpetfonming Member States in termns of price stability plus 1 5% points,

2tk



(6) Deluution adopted e tus report. Sunple anthmelic average ol the 12-month average of
mlorestiates of threa best performing Member States in lerms of pnce slability plus 2% poinls

(7) Commussion s recommending abrogation

() Since Maich, 1998,

(9) Averagn of avanlable data during the past 12 months

(10) Since Novembaor, 19496,

(11) Since Oclober, 1996.

Source: Commission Services.

KEY INDICATORS OF PERFORMANCE TOWARDS CONVERGENCE.

AVERAGE INFLATION RATE (%) - JANUARY,1998.
GRAPH1.  REFERENCE VALUE 2.7%
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GOVERNMENT DEBT (% OF GDP) - 1997
(AND PEAK VALUE IN PERIOD 1993-1997) GRAPH 3.
REFERENCE VALUE: 60%
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The assessment of the convergence crilerion on the guve‘rmﬁent budgela y
position was linked to decisions made in accordance with the excessive deficit
procedwe in articic 104¢ of the Treaty of the Ruropean commission. As at Mz;;rch )
1988, five Member Stales (Denmark, Ireland, Luxembouwg, the Netherlands and
Finland) weie not the subject of a council decision under arlicle 104¢ (G) on the
existence of an excessive government deficit and so abeady (ulfilled the criterion.
The commission is iniliating the 1998 implementalion of the excessive delicit
procedure in paraliel with the European commission report. Government delicils
have generally been brought down significantly during the scecond stage of CMU
from the levels reached in 1893, when they were swollen by the effecls of
recession. Substantial further progress was made by Member States in 1997, The
deficit in 14 Member Stales of EMU from the levels reaches in :1993. When they
were swollen by the effects of recession. Substantial furlher progress was made
by Member States in 1997, The deficits in 14 Member Stales in 1097 were either
below or equal 1o the 3% of Gross Domeslic Product (GDP) reference value, and
futher declines in deficil. were expecled in 1998, While the government debt ralio
was below the 60% of GDP reference value in 1997 in only lour Meimber Slales
(I'1once, I-t:xczlalt.l(_itll'g‘ Finland and the Uniled Kingdom), almost all lhwe othor
Mamber States wilh higher debt ralios have succecded m reversing the cavlier
upwaid rend. Only in Germany whoere the debl ratio is jusl above GO% of GDI? and
the exceplional costs of unification continue to bear heavily, was there a further
small rise in the debt ratio in 1997, in 1998, falls In debt ralio vs withessed in all

the Member States where lthe ralio was above the relerence villue. Conditions are
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in place for a sustained decline in debt ratios in future years. The Commission
recommended o the council the abrogation of the excessive delicil decisions [or
Belgiam,  Gennany, Spain, laly, Auslria, Porlugal, Sweden and  the United
Kingdom. While Greece has made substantial progress in reducing public finance
unbalance morecent years, its deficit in 1997 was slill well above the reference
value but as expecled, it was below it by the end of 1998,

The Trealy refers to the exchange rate criterion as the observance of the
nonmal fluctuation margins of the Exchange Rate Mcchanism (ERM) of the
Luropean Monelary Syslem (EMS) for at lcast 2 years withoul severe lensions
and withoul devaluing against the currency of any olher Member Stale. | he
operational framework used to interpret the crilerion verifies paiticipation n the
ERM for al least lwo years and assess exchange rale behaviour with respect to a
1+ 2.25%" flucluation range around each currency's central rale against the median
cuntency in the ERM gnd. The two-year penod under review 1s from March, 1986
to February, 1998. Ten currencies, the Belgium Franc, the-Damsh Crown, the
Gennan Mark, the Spanish Pesela, the French Frank, the lrt'r;.}} Pound, the
Luxcmbourg Franc, the Dulch guilder, the Austrian schilling and the “orluguese
escudo - have been in the ERM for more than two years, The Spanish Magkka
entered the ERM in Oclober 1996, while the lalian Liua re-enlered the mechanism
i November 199G, The ERM bas been generally slable and the vast majorily of
patlicipating cuntencies have been clustered close o thein ERRM central rates in the
period under review. Among these currencies, only the lrish pound ias deviated

" European Conmission Report on Luro "9 (Reconnnendation)
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from its cenlial rates against the median currency for an exlended period of time;’
howover, the (lcviul_ion of the pound has been moslly above ils cenlral rale. Tl'le‘
Irish pound was revalued by 3% against {he olher ERM currencics in March 1998
after the cluse of the reoview period. Al in all, these 12 cunencies can be

considered nul lo have cxpetienced severe lensions in the [wo years under

review. The Greek drachma, the Swedish crown and the pound sleiling did not
| . : ;

participate in the ERM during thé review period. However the Greek dfachma
entered the £1RM in March 1998, after the close of the review period,

The fourth crilerion, on the durability of convergence as !'Gf|:ﬁacllcrd inn long-
lermy interest rates, are forward locking indicalors which reficet the financial
market's  assessment of underlying cconomic  conditions  including  the
suslainabililty of inflalion performance and budgelary posilions. I)cvel;apmenls in
bond markets dusing the last iwo years of the © third slage’ of [ MU approaches
have resulted in a significant narrowing in interest raie dilferentials, cspecially for
tho previously yielding countries. The assessmet of the crilerion is based on the
intaiest rates on comparable 10-ycar Benchmark bonds (nol Tully compatilbile for
Grecce), using an average rale over the latest 12 immonths. The relerence value
has been caleulaled as the simple anthmelic average of the long-term inlerest
rales of the thiee best performing Member Slales in terms of price stabilily plus
2% points. In January, 1998, the reference value was 7.8%. lFowlcen Moember
Slates (Belgium, Denmark, Germany, Spain, France hicland, {laly, Luxembourg,

the Netherlands, Austria, Portugal, Finland, Sweden and the Uniled Kingdom) had
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average long-term interest rates below the reference valuc. Greece has also
experienced declining inlerest rates over recent years, but the level of the long-
term interest rate still remains higher than the reference value'

The Treaty also requires that this report should examine developments in
several olther areas relevant to economic integration and convergence. The scale
of, and aclivily i financial markels in European Cuntency Union {(ECU), have
tended to decline in imporlance during the ' second stage' of EMU,

The spread between the privale and public ECU became narrow as the
certainty of the one-to-one convertibility between the ECU and (he [uro has been
mcorporated by the markels. The single markel programime has been having a
signilicant impact on cconomic integration, particularly on the structure of trade
belween Member States, on direct foreign investiment flows, on competition
condilions and on price convergence for certain calegories of yoods and services,
The cuntent accounlt of the balance of payment reflect the national savings and
investment balances in each Member Stale; the conununity ais a whoele and 10
Member Slales are estimaled o have becn in suiplus in 1997, Additional
indicators for unit labour cosls, imported prices and other prices confirm the
piclure ol a salislactory and soundly based prico.pc:lommncu in mosl Member
Slates.

2.6 OPERATIONAL MODALTIES OF THE EMU. ®

The Luropean central bank (ECB) in Frankfuit, Germany has a stafl

slrength of 570 workers working, in * Eurotower' within the average age of a5°

" Luropean Comnussion Repott on Euro "99 (Recommendation)
? Tie Magazine anuary 1L, 1999 1 21)
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years. And graduates with degrees from the waorld's finest economic instilutions.
They were chosen or recruited on merit rather than nationality or politics, with
average salary of 582,000 (or equivalent) which is above twice that of employecs
at the Bundesbank. |
December 31, 1998 the exchange rates of the nalional currencies of 11
Member Stales were irrevocably fixed against each other. The exchange rale ol
one Euro to an American Dollar is 1 to US. $1.17 and 1o Lhe pound sterling,
£0.705, and the Japancse Yen ¥133. The exchange rale of the zuro to the 11

Member Slates’ cunencies are as shown below.

Auslrian Schifling - 13. 7603

Belgian Franc - 40, 3399

French Frane - I5.5595?

Finnish Markka - 5.94573 '

German Mark o . 1.95583

Italian Lira | - 1936. 26

Irish Pound - 0.7875G )
Luxembourg Franc - 40.3399

Dutch guilders - . 2.20371 ;
Potluguese ecscudo - 200.482 |
Spanish Pescla - 16G. 386. . | , i

Sowco: Time Magazine of January 11" 1999,

From January 1%, 1999 government bonds will be denominated in Euro and

most corporale financia! lransaclions will be possible using the new exchange
|

currency. EMU boasters also hope that individuals will switch to Euro —
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denominaled bank accounts and credit and debit cards, tax payments and utility
bills for example in the new currency. But notes and coins will not appear in
circuiation until January, 2002. For six months, the Eura wilt circulale along sile

existing bills and coins until July, 2002 when natienal currencies will cease to ve

legal tender ( sce LLuro time- table below).

THE EURO TIME TABLE. i
June 1989, - Delors report on economic and monelary union
July 1990, - ‘stage 1' abolition of capital controls
December, 1991 - Maasltricht Trealy negolialed
January, 1994 . ‘ Stage 2' European Monelary Inslitute ciealed
December, 1995, - Euro chosen as name of single currency
May, 1998 - Euro members chosen, bilaleral conversion

rates fixed, European central bank established.

December, 1998 - Euro conversion rates fixed
January, 1999 - ‘Stage 3' Euro is launched
January, 2002, - Euro noles and coins introduced
July, 2002, - National notes and coins wilhdrawn

R i . TN
Soutce: The econoiist, Oclober 177, 1998,

The Frankfurt - based EMI becoming the new ECB like any cenlral banle,
will guard fhe currency's value by selling interest rales essentially the price of
money. Growlh without unreasonable inftation is the ECB's goal.

Bank noles of 5, 10, 20, 50, 100, 200, and 500 Euros will be issued ailong

with coins worth 1, 2, 5, 10, 20 and 50 Euro cents will be minled. The front of the
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noles and coins will be having the same designs across Europe, but each Member
Stale will be permitled to use it's own image on the reverse side.

The LU has recommended that the banks do no charge for conversions of
accounlts or payment and debit arrangemenls. And the exchange of reasonable
quantities of national currencies inlo Euro should also be free.

The old notes of various national currencies will be shredded and coins
melled down, so that by July 2002, the old currencies can no longer be spend, but
for varying period , national banks will still exchange them for Euros. The national
central banks will continue o maintain the pan- European banking system which
permits the smooth flow of cheques, deposits and payments. They will execule the
decisions of the ECH's governing council, intervening on the foreign exchange
market to mamtain the Furo's value against, say the dollar or the yen.

However the question on whether the ECB will be independent or not in theory, it
will look ke Gennany's Bundesbank (know as the best central bank in Larope), a
model central bank for reedom from political meddhng. Bul the French have
pressed for a greater political 1ole than was ongimally envisaged, rosing lears that
the 1eality may be different. France suggesled a council of Luro finance mimslers
who would mecl informally to advise on monetary policy. Others propose thal the
ECB explain her decisions to members of the European |)arliu||'1lcnl and the
chairman of the finance commillees of all 15 EU assemblies bi-annually. Their
model is the regular and closely watched teslimony of the US, Chainman of federal

reserve 1o the congress, in any case on how the CCB will woik.,

The Ewro countries will appoint by mutual consent an execulive board with

six (6G) memboers, including a president for an eight-year non- renewable term. The



board will join the 11 Euro national central bank governors 1o tonin the goveraing
council. This council will meet len times a year to set interest rates with one vole
‘per representative.

A sinking thing of the single currency arrangements is that, there is no
provision in the Maasiricht Treaty for leaving, .so ‘a country would probably have
to abrogale the Treaty unilaterally and leave the EU setling off a political crisis of
unthinkable proportion. .

Currently, individuatl EU members set value added tax (vat) and dulies on
items like alcohol , lobacco and fuel. When ail prices are shown in Euros, the
dispanly belween a vat of 21% on reslaurant meals in Belgium and 3% jn
Luxembouwrg will be much easier 1o spol. But presently, there are no plans 1o

force the nanmonising of excise and luxury taxes.
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CHAPTER THREE- RESEARCH METHODOLOGY.

3.1  NATURE OF DATA USED.

1 this sludy the nalure of dala used is a collection of more of secondary
data and a form of primary data. This is talking about the use of wrile-ups and
selected lilcralure and also the use of interview extracts from electronic and print
media. : :

3.2 PROCEDURE OF DATA COLLECTION.

The study being a new project, a lot of work is entailed. There were visils 1o
some information centres like British council in Kaduna and United slales
information services in Lagos.

Also live inlerviews of politicians and economic analyéls were viewed from
eleclronic media and extracts were taken and recorded interviows too.

| Furthermore, informalion was also gollen froin text books, seminar
papers, presentations and leclure noles on Internalional Business by Mall, Sﬁnhn'r“
Abdullahi, a senior fecturer, Business Adminislration department of Ahmadu Bello
Universily, Zaria.

3.3  LIMITATIONS OF THE METHODOLOGY.,

No matier how much any researcher may put into the statement of his
melhodelogy, some imperfeclions are likely to surface.  'This is because cvery
research project has some extraneous circumstances that can creale

impeifeclions.
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However, time is. a major limitation because it is obviously impossible {o
gather all the available maierial within the time allowed for the project submission.
Therefore, the available information at this present slage of EEMU is what is
presented here from books, seminar papers and prescntalions, Journals,
magazines, dailies, leclure notes and extracts from eleclronic media.
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CHAPTER FOUR - DATA ANALYSIS

41 INTRODUCTION.

This chapter looks at the main presentation and analysis of the evaluation
of the impact of the common European currency -Luro on inleinational business
but first tooking crilically at what it means to European nations and Africa.

4.2.0 THE IMPACT OF THE EURO ON EUROPE. "

Since the communities were established, econonuc cooperation  and

monelary cooperation have altematively strengthened European intogration;’ the
: '

determimation to complete customs union and the dismantling ol barmers belween

Member States set the scene for the EMS.  This permilied and then spurred on

the complelion of the single market, which will be consolidaled by the Euro. EMU

now impaits fresh impetus to the consfruction of Curope. Buat for this, it's full

potentials must be exploited.

4.21 AN OPPORTUNITY FOR EMPLOYMENT - FRIENDLY POLICIES.

For a sustained convergence and monetary stability, the foundations of an
employment - friendly economic policy are a balanced mix. EMU laid these
foundations but their full impact will not be felt unless they are accompanied by
significant progress in the area of slructural adjustment.

If cosl of labour were lo be reduced, firnms would be cncourage to take on
more workers.  The room for mancuvers within the budgel must be devoted 1o
reducing social sccurily contributions on wages, and especially low wages. Job

creation would be fostered by more flexible goods, services and fabour markets



and a reorganisation of work within industries and finms as pait of negotiations

between management and union.  Laslly, the neat disappearance of inflation

means that a closer link can be eslablished belwecn pay levels and woilker

praduclivily which will make it easier for management and unions to: conduct a

responsible wage policy conducive 1o eimployment,

The EU must from now obey the imperatives of ;

s encouraging eﬁterpreneurship, particularly in smail and medium-sized
businesses, by reducing red tape and providing easier access lo capilal
markets;

« according lo research, the priority it should enjoy undcr any (uture oriented
policy; and .

. uqder—laking the eflforts necded 1o educate and train individuatls.

The early impiementation of the new title on employment in the Trealy of
Amslerdam was refiecled in the conclusion of the extra-ordinary European C-CJL;IIIC“ i
meeling held in Luxembourg in November, 1897, which opens up new prospecls
in the struggle for jobs. Objectives were joinlly agreed, a working melhod was
devised and the multilaleral surveillance of results was introduced. Now that EMU
is launched, the Member States now have more effleclive instruinents available Lo
promote employment policies and structural reforms al nalional levels. In this
respect, the Euro presents an oulstanding opportunily to sover the link between
deficit and unemployment and to trigger the dynamics of stabilily and empioyment.

L)

4.2.2 A DEEPENING OF THE SINGLE MARKET.
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The Luro is an essential complomaent of the single ma Rcl. It brings 1o an
end the exchange rate flucluation belween the participaling Mcember States which,
in the pasl, have managed in one swoop to wipe out the productivily gaing

.achieved by businesses and their workers with considerable effort. Low inflation
and interest rates and more predictable growth will reduce the uncertainties that
impede investinent decisions. Lastly, by eliminaiing the exchange rate risks, the
turo will make firms more competitive and will give them the springboard from
which to withsland compelition in the global economy. Al cur'nrwunily level, the

remaining barriers to trade must be dismantled and progress made towards tax
i .
In combinalion with computarisation and the implemenlation of the EU’s .

hanmonisation so that the benefils are maximized.

investment services directive, the launch of the Euro will lead to the development
of a European - wide equity market for blue-chip stocks in the torm of a single
clectronic excliange with screen based- automaled order- driven lrading system.

With (he Euro in use within the enlire EMU no country will be able (o
devalue ils currency to gain compelilive advantage against ils lrading partnors,
governments will ill1 theory, turn to\ more basic cconomic teslrucluring, like
deregulation and improving fabour market Hexibilly. However, shorl-lerm
dislocations like unemployment may result, the implication of all lhese is that of an
overall improvement in the standard of living of the member nation citizens.

IFor consumers, as well as for the enterprises which buy, sell, work or invest

in another Member Slale, the Eure will improve the lranspaiency of trade, sharpen

compelition and enable consumers purchase goods al beller prices and finns lo
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become more compelitive. Combined with the freedoin of movement provided for
m the Treaty, the single currency will thus promole unification of the goods and
services markets, improvements in investiment quality and itegration within the
single markel,  The Luro will laslly herald the birth of the ‘Luropean consumer’;
whose purchasing power will be guaranteed by the stability of the single cunrency.
Bul in order to benelit from keener competition, which will now be fell in the most
oullying areas of the union, the arrangements for providing consumers with belter
information will have to be strengthened.

The creation of a large Euro capilal in 1999 radically allered the financial
markels for the beneht of firms and households through increased compelition and
improvement on the quality of service. This development is already discernible as
financial institutions prepare for the Euro. All economic agents ultimately benefit
from the availability of loans or borrowing in one and the same currency on al
lager and more iquid, market and under conditions ol bansparency, equally ol
access and cosl that are similar lo those prevailing for the U.S dollar. This led lo
permanent low interest rales that will benefit houscholds and finms. Under these
conditions, the mbtroduction of the Luro is accompanied by acceleration in the
relonms needed o mmprove the elficiency of financial markels.

Finally, the introduction of Euro notes and coins on 1* January, 2002 will
conslitute the final state of EMU, Thanks lo the complete elimination of foreign
exchange transaction cosls, it will lead to simplification in the lives ol European

citizens. In addition to its economic and monetary aspecls, the inttoduction of
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ways .of making the international monetary system more sluble. Bul, in oider lor
Europe to derive all the external benefils it is enlitled to expect from the crealion of
the Euro and in order for it 1o play il's rightful role on the inlernational scene. It
musl be able to speak with one voice. This is.es‘sential if it is to defend its interests
as effeclively as possible,

Lastly, the single currency will consolidate the ac‘lﬁi‘evemenl of more than 40
yeafs of COOperatioﬁ al a time when Europe is embarking oln a new era in i's
history, namely enlargement to include counlries of centrul and easlern Eurcpe,
Cyprus and Baltic countries. The prosperity brought Ial;out by the eco;homicd:
integration of the present Member Stales and the attraction of the Furo wil give
the prospeclive member countries the incentive 1o take lhe rapid sleps necessary
for them 1o become full member of the Europcan Union. The extension of
European inlegraiion throughout the continent will guarantee stability and pesce in
the future. ' - :

Looking al it-analylically however, lhere is no doubt that lhé bencfils of
swilching 1o a single currency, does not come without costs. Pro.bably, lhe biggesl
cost is that cach counlry sees it right to sel monetary policy to respond o domestic
economic problems. [n addition, exchange rales belween countries can no fonger
adjust in response Lo regional problems.

Ancther problem or cost lied 1o the above is what happens if a recession
hits just one country? Currently it's central bank may want lo respond (o the
recession by increlasing the money supply, lhereby pushing interest raies

downward and stimulating investment and economic recovery. ECB will be unlikely
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o use expansionary monetary policy to help one country, since doing so would
cause inflation in EMU countries not in recession. ‘

The Euro will enhance reforms of great importance, as a single currency will
ease llow ol goods, services and capital within Eurozone. Besides, the Euro will.
encourage “cross lertilization” of best praclice lhrough stronger co-ordinalion of
Member Slales' policies in areas as labour markets, education and training
initiative, job crealion and welfare / safely needs.

176629

The introduction of a common European currency may seem distant from

4.3 THE IMPACT OF THE EURO ON AFRICA.

African economic life, but this is not exactly so.

Africa, as a continent mainly colonised by Europe, still has strong trading
links with Europe. The bulk of the continents' (Africa’s) imports and investmenls
come from Europe. The link with the EU is given formal expression in a long-
standing frade aid and accord known as the ‘Lome Convention’, Ahlung others,
this accord, which s due for renewal, gives African exporl pieferential trealiment in
the EU bloc. The CFA franc, the currency used by the former French colonies in
West- Afiica is pegged to the French Frane, an arrangement thal makes the bond
between these countiies and France even stronger. I s unpottant 1o point oul
here thal it is nel only the CFA zone thal will benelit rom the monetary
development in Lwoland, but rather the entire continent will also benefit from the
single currency.

The arrival of the Euro, widely expecled to be a credible currency, will offer

Alrican cenlral banks a chance of diversifying their currency rescives. A holding of
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Euro could come al the expense of olher currencics, say the dullar, In olher words,
the latter may have (o be reduced. At present, alimos! two third of the world's
foreign investment is denominated in U.S dollar and 17% of worlds official
reserves are denominaled in Euro, according to a study conducted by South
Alfrica’s Industrial Development Corpaoralion. -

Africa can also be looking forward to an allernétive to finalncial instruments

denominated in the U.S currency with the advent of Euro. Besides, the Euro brings
with it simiplicity for African banks or financial institutions; they now have to
maintain a single currency account for Euro partners, a move that will also make it
easier to imonitor the risk of investments.
That the Lurozone is expecled to be a low inlerest rate environiment is good news
to prospective African borrowers keen lo raise cheaper capital in the U debl
market, In fact, the first signs of European monelary unilication were seen
lowards, the end of 1998, when several Member Slales central banks armdunced
coordinated cuts on inlerest rales to spur growlh.

Growth in the LU will augur well for the demand for Alrica exporls, though
these guods would have o be increasingly compelitive. Effictencies within the
Eurozone will effcclively challenge 'exporlers o the Eurozone countries, including
Adrica to be compelitive, mostly in terms of qualily.

Positive influences of European monétar'y unification on the developing
world’s trade balances are expected to result in a 0.1% to 0.2% increase in the
annual economic growth of developing countries (rom 2001 l() 2'(}03. according to

a research study conducied by the international monetary fund (IMi-).
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However, lhe uniformily of monetary policy in Europe accompanied by a
low inferest rate environment should also make emerging market's bonds yield
makes, Alrica very allractive 1o inveslors.

4.4 AN ANALYSIS OF THE IMPACT OF THE EURO ON INTERNATIONAL

BUSINESS,

The use of the Ewro as a common currency by the Curopean union no
doubt will have implications and possible impact on internaltional business.

From the onsel, it is understood that for a currency o serve in international
transaction, it should be able to be used inlermationally as a medium of exchange,
unit of account and possible slore of value for future transaclions or use. The Curo
being a common currency of the EU should be able fo meel these requirements.
Already the Euro has been launched at the rate of U.5 $1.17. The single currency,
is the keyslone of the European single marke!, which will ensure prosperily in
Lutope. Bul for the Euro to ensure economic prosperity and contiibute lo
monelary stability and growth, cerlain condilions are necessary.

The fust condition is the credibility of monelary policy generated by the
independence of the ECB, which is enshrined in the Maastiicht Trealy and rooted
in the independence of each national central bank. for this lo be possible, the
(o must win the confidence, not only of the 260 niillion nmp‘c.-;m i the Lo -
zone: but of the non - Europeans with whom the Ewropeans do business.,

The sccond condition is compliance with the provision of the Maastichi
Trealy and the guidelines on fiscai policy laid down in the stability and growth pact,

other conditions are structural reforms and compeblitiveness
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The successful launch of a pan-European currency (1Zuro) by eleven of the
EU members marked one of the most momenlous occasions in the history of lhe
trading bloc. With this slep, they have given up a crucial parl of their sovereignty,

With the Cure, came a major change in the international monetarylsystem.
The Euro is cxpected lo challenge and see to the overthrow of the dollar's
hegemony in inlernational transactions since the EMU has the characlerislics
needed to establish the Euro as a strong currency in the international monetary
syslem.

Given the above scenario, the implications and poésible impact of the uro
on internalional business can be highlighted in the following areas,

In financial the markets or segments, lhe increased integralion of the
Curopean financial market wilh the Eure taking the place of imany currencics, will
lead to lower costs of financial transactions, narrow interest rates spreads and the
supply of Euro denominated assels, as borrowers {both wilhin and oulside he
EMU)Y, will be tapping inlo the expanded European linancial syslem. The grealer
deplh and breadth of markets in {inancial assels denominaled in Euro, compared
wilh loday's markels in which assels arc imulliple currencies, will provide
incentives for non-EMU countries 1o diversify Lheir reserve holdings, so that lhey
will be more in line of the currency compelilion of their bade and {inancial
transactions.

In the realm of relative economic size, the E.U. and the U.S each account

.
for about 20% the world's outpul and 15% of world expoils but the U.S dollas is

used much more widely as an inlernational currency than all of the 1-U currencies
L

i
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combined. The larger economic base of the Euro (relative to the base of the
individual European currencies in the past) and the elimination of the transaction
cosls currenlly invo.lved in exchanging mulliple European currencies, will likely
lead o a gradual increase in Euro's use as a unit of account in the denomination
of trade {lows, parlicularly in lransactions belween the LZurozone Iand developing
ransilion countries. Moreover, il all 15 EU countries eventually join the Eurozone,
then more than 60% of their current foreign trade would be reclassified as
domestic, so thal LMU will become a mote closed economy than any of those of
individual members. This singular factor and the potential for the Euro to be used
for denominaling floreign trade wilt help make the Curo arca less susceplible to
gxchange rate changes than individual European countries currently are. As a
result, the Euro will make an allréclive allernative lo Lthe dollar as a safe haven in
the event of shocks to the world economy (such as lhe oil price shocks of the
1970s).

In the area of political underpinnings, a fundérﬁenﬁal distinction exisls
belween the dollar and the Euro. The dollar is issued byla single polilic.ll‘ v
jurisdiction, while the Euro is issued by a union made up of multiple jurisdiction. Nl
is o be noted here that polilical stability is an important delerminanf of
inlernabtional use of a currency.  For inslance, differancos hoelween say Sl::ll(!.:: of
Alabama and Texas over the stance and mix of monelary and fiscal policics are
unhesird of, so are thireals of any slate o socede frotn the U.S monelary union,
Before now, differences for instance, Gennany and llaly over macro-economic

policy issues cannot, however, be ruled out of priorily. EMU has established its
' f
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credenlial as a polilically cohesive enlily before the world that she is truly ready to
move to a bipolar international currency system.

With the mboduction of the Luro, comes he disappeatance of cutrency
diversification.  This will enable investors and linancial institibions both within and
oulside the EM Lo diversily their portfolio with a broader range of Luro instruments
as well as with asset outside the Curo area.

The Euro will strengthen Europe’s single internal market by eliminalting the
disruptive elfecls of currency fluctuations, which will eventually make Europe more
compelitive and produce economies of scale similar to those possible in the U.S.
Also, the bamiers lo cross-border investmenls will drop, nd some intra-E=MU
foreign exchange and investment reslrictions that had hitherto applied to pools of
sapital such as pension funds and insurance companies will becomne irrelevant.
The size and diversification of portfolio managed by the U nslitulional irwesl:;:rs
could ncrease rapidly as a result. The implication of this on mtermational busimess
is hat the LEurozone will become an altractive investinent neclar to both
international investors as well as U inveslors alike.

The successlul launch and acceplance of Luro by the EU (the Euro could
become a global reserve currency) one held in central bank reserves as well as
one used by olther countries in trade and investiment accounting .

One of the long term consequences of EMU is the creation of what will
become a new super- state stretching from the Atlantic to the steppes of eastern
Europe and possessing a larger gross domeslic product (GDP) than the U.5. But

will that wealth translate inlo political, diplomatic and mililary power? Those who
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know EMU best say "yes”. "There is no question that EMU is a giant step fowards
a united states of Europe.” says Karl Lamers, the senior fureign alfairs specialisi
for Koht Christian democralic union. “Common currency” he says “eventually
means common polilical and security policy”. |

“Ws unimaginable that if you share the same econotnic desiiny, you do not
share the same securily destiny”. Lamers argued that it will make Europe a more
robust and reliable. U.S partner. Others however warm of a danger that, in
competing economically with the United States, a United Slales of Europe will also
compete politically and militarily. In summary, a politically unified Europe with an
independent military and foreign policy would accelerate the reduction of the U.5
military presence in Europe, weaken the rale of Norlh Atlantic Treaty Organisation
(NATQ), and to that extent make Europe less vuinerable to altack. International
business transaclions will enjoy a conducive trading chvironment since therc is a
new power (o chack NATO and U.S presence in Europe.

Providers of producls and serwvices sold nalicnally, like newspapers,
lelevision shows and conslruclion, won't sce much of a change as a hairdresser in
Barcelona will nol have to worry loo much aboul what their counterparls in Berlin
are charging. But companies that sell products whose PProvenance does nol
matler, like basic chemicals, aulomobiles, sleel and lelecommunicalions
equipment will feel lhe heat,

The new currency will slam home first and hardest in the banking sector,
and particularly ainong the smaller banks., "Many parls of a business will simply

disappear” says Theo Klein, vice-president of {he cons'u[ling firn - AT kearney in

!
i
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Dusseldorf. Foreign exchange income from trade within the Eufozc;ne will dry up
and with it a subslathllial share of European bank profils. Banks will also see their
role, as corporale lenders dwindle as companies that lended to finance
themselves at home turn, inslead to the European capital market, which will be
bigger and more efficient once the Zuro obliterales currency barriers.

The automabile industry also faces a real crunch with the birth of the Euro.
Currently Germans can save 34% on the price of a BWM 31Gi by crossing the
boarder to buy it in Denmark or almost that much by turning to one of Germany's
125 "independent dealers” who pmport cars oulside Lhe oflicial networks.  And
estimated 15% of Genman cars are already purchased that way. The Euro will only
make cross - border price differenlials more apparent. That means lhat the * gray
imports” business could grow further unless auto makers iron out price difference
across Curope’.

The wrangling over the Euro's governance has done lillle to diminish it's
prospects on the world stage. Most analysis are conlident that wilhin five years,
may be less, it will be a serious challenger to lhe dollar-as a rescrve currency.
European currencies come nowhere ¢lose lo punching their weight now,
accounting for only 20% of cutrency reserves compared to lhe do'lar's lion share

ot 62% despite the roughly equal size of the U.S and European economics® A

1 -
beller counler balance to the over-weighled dollar, some analysts believe could .

help stabilise a parlous world economy simply by giving it anolher strong leg to

stand on. They (analysts) also claim that the initial rate of $ 1.17 to ont Euro

U Lime Magazine (May 11", 1998, £.33)
2Iime Magazine (May 11", 1998, P.37)
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could risc to $1.32 by the end of 1999. If if comes on {oo strong though, the
Euro also furlher swell the alrcady massive U.S lrade doefict, push American
interest rates up and increase prolectionist pressure in the U.S.

From the olher side of the Allantic, at least for the time, being the Clinton's
administralion sces lhe new currency as a polential booster of European growth
and lhus, a boom for the U.S economy as well. “We have cverything to gain and
lithe to lose from the success of this momentous project” says U.S Deputy
Treasury secretary, Lawrence Summers. Washinglon's earlier concemns that the
banks monetary policy would be too flexible to promote growth, which has eased
with the recent rate cut. As for the Euro's relalfvé value, Summers professes (o be
unconcerned. * If we slick to strong and credible policies, the dollar wili remain a
sound currency” he says yet alongside that official oplimism are concems in

Washington that the dollar could weaken too much as Asian investors diversily out

3

ot it in order to lay in Euros.
{

However, Europe could turn 1o a bargain hunter's heaven, as currency .

v

transparency will drive down prices of many Curopean goods. The 15 members of
the E.U logcther issues 34.5% of the world's debt securities, compared with 37.2%
for the U.S. I foreign exchange lransaclions, the lwo regions are also nearly
malched with Europe responsible for 30% next to 41.5% for the U.S',

More so, wilh size beinyg an enormous advantage in Curozone, merger
fever is climbing inlo the almosphere. Most countries in Europe including lhe

French giant chemical firm - Rhone Phoulenc and the U.S computer gianl -

b Iime Magazine Qanaary 11", 1999, P.24)
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Compagq, plan a two-phase transition. phase 1 involves preparing sales and
purchase account in Euro which is nearly completed. phase2 involves pulling i
place an infernal account ransaction for Research and Devefopment (R&D)
budgelting, tax reports will take place over the next 12-18 month during which
many operale wilh dual internal account system that put the local currency and the
Euro side by side.

However, strategy is being put in place to protect and make the most of the
monetary union, and also make sure it does not collapse. Companies may need
lo redefline their nolion of competitiveness as the European market becomes
integrated as a resull of the possibility of ‘'survival of the filtesl’ situation OII]BIQ'II;Q‘

4.5 RISK ANALYSIS OF THE EURO.

It i1s only the beginning thal the Euro will not by ilsell transform (e
Luropean economy the challenges of further liscal and political inlegration slill lie
ahead.

The starl of monetary union in Europe is an exciting event and there is no
doubt that it can unleash a new dynamic of enterprise and growth benefiling all of
us. But the introduction of the Euro is also replete wilh risks. These are worlh
keeping in mind even as champagne boltles are uncorked in celebration.

Euroland faces these risks because it is slill an incomplele and unfinished
project, in the sense thal, while monetary policies will now be conducled al the
European level, the other tools of macro-economic management remain firmly i
the hands of national authorities. And the ECB ilsell has becn left handicapped in

the event of major financial crises.
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The simpie fact that monetary policies will be governed by a European
institution while fiscal policies remain in the hands of the national government
creates the risk of scrious conflict belween governments and the ECB. These
conflicts will arise when economic conditions diverge with Euroland. Inevitably, the
difficulties in coordinating different national policies with the monetary policy of the
ECB will create tensions and disagreement. Of course, the same thing happens
within a nalion belween national central bank and the government. But the
intensity of the conflict is likely to be greater in Euroland because the national
governments bear political respoﬁsibiiity for deteriorating cconomic conditions,
whereas the ECB will be some faraway institution without political accountability.

The ECB itself will be handicapped by the fact thal an ess_ential part of
monetary policies {bank supervision and confrol) has been left to national
authorities, including national banks. This will not matter much iﬁ times of financial
~ stability. But in periods of financial upheaval, which inevitably will occur, it could
have a subslantial impact. The ECB will then lack the information and instrum}ants
to act guickly. This may very well exacerbate the crisis. ' |

History tells Lls that monetary unification must be part of a whole. bne
cannol simply cenfralise monetary decision- making without at the same time
centralising the other pars of macro economic management. And the fact is thal
crucial pats of the latter have remained in the hands of the nation states in Europe.

(n a sense, one can say that the start of Euroland is like a move into a new and

heautiful house which, unfortunately, does not yet have a roof. -
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So, where does thal lead us? Two possible scenarios emerge, an optimistic
and a pessimistic one. In the optimistic version, European leaders realise the
unfinished nature of the EMU project and act quickly to unify the other parts of '
macrc economic policies. They started working immediately to build a roof so that .
every body finds the new house comfortable even when storms erupt.

The second scenario is less idyllic. European citizens resist further
attempts to transfer power to European institulions. Euroland lingers in its
unfinished state. Economic storms stir rancour between the ECB and the national
government, and among national governments themselves. Instead of an oasis of L
monetiary stability, Eurcland becomes a source of instabilily. In this scenario, the
Euro could not become the strong and stabl.e currency {hat so many observers
expect it to be. On the contrary, it would be weak and no malch for the doliar.

In the pessimistic scenario, the inhabitanis of the new and beauliful house _
rue the day they Jecided to move inlo a structure without a roof that is able to
protect them against the rain. Some of them serigusly consider lﬁoviﬁg out.

Which of these lwo scenarios is the more likely? To attach probabilities to
these scenarios, one needs past observations of similar event. These do not exist.
One conclusion however can be drawn. If Euroland fails 1o move forward ioward
political union, it will not last. The present instilutional slructure is too fragile to -
withstand the coming storms. We need furthgr steps loward political integralion,

" yet Europe already shows signs of integration fatigue.
One may be termed tc conclude from all this that it was a bad idea to

launched the Euro. But such conclusion would be wrong. Not starting Eurcland
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would also have been risky, leaving Europe unéble to stabilise exchange rates

within the union. Economic and political disturbances. would inevitably lead to

wide swings in exchange rates very much like those likely to hit Earoland in the

future? Nobody knows.

European integration has the dynamics of a Greek lragedy. Whate\;fer

choice one makes, drama will follow, for Furopean integration has reached a

point of no return. Going forward may in the end be less risky than standing still

ar moving backward.
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CHAPTER FIVE - SUMMARY AND CONCLUSION.

5.1  INTRODUCTION,

This as the last chapter of this rescarch work lLies (o look at a brief
summary of the whole sludy, thereby making an analylical conclusion of the study.
5.2  SUMMARY.

The birth of Euro as a common Luropean curreney has heralded a fol of
structural changes thal arc taking piace in European financial markels presently,
as a resull of EMU and other developments who has significant impacts on
inlernational portfolio adjustments and capitat flows.

The Euro i1s meant to inlegrale cconomics of Ewaope and unile Europe
polilically, thus fonming a single economic and financial bloc 10'challonge the
dominance of U.S in inlernational business and forge ahcad of other challenges
from Asia, Contral and Scuth America.

To make this possible however a lot of struclures have b(!Dﬂ puf in place
the make a success of the launching of Euro on a long-road to stabilily. To this
extent, the Lurc is perceived as a slable slore of value, and it assumes an
important role as a reserve currency. Indecd, the roles could be grealer than the
combined roles of the former currencies of MU members. This will makes Furo
the world's most impoitant reserve currency ahead of lhe U.S dol.lhar. Whelher the

Furo will also play a prominent role in inlernational financial trtansaction and trade

invoicing is almost cerlain and clearly possible. It is quile obvious that with the
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success of Euro, the European market within EMU will become integrated, and if
the Euro is widely and quickly accepled. as a successful and stable currency, it
could become a glc:;bal reserve currency - one held in central bank reserves as '
well as one used by other countries in trade and investment accounting. The EU
share of international lrade is presently 17% compared with 12% for the U.S but

the dollar accounts for 61% of global reserves’. The dollar's dominant era is

closing up with the Euro already challenging it in debt markot. )

The Euro certainly possesses the potential to challenge the hegemonic role
of the U.S dollar in internationa! business. Either the Euro fLI‘IﬁIS that iole or go the
route of other challengers of the doliar, which io a large exient depend on it's
credibility - both in terms of inflation performance and political cohesion - governed .
by EMU in the years leading to the twenly first century. |

More so, wilh EU Member States’ move and preparation towards a
successful convergence to adopt the Ewre, all hands should be on deck to make
Euro a success since the road to EMU is a one- way bridge.

However, the Euro has a great impact on Europe considering employment
creations, foreign exchange risks, stronger coordination of labour and financial
market, education and training, welfare and safely nceds, and finally political
integration. _
In Africa, the CFA zones whose currencies are tied to the French franc are

also expected to benefit from the success of the Euro. tlowever, international

business paltern will change with the success of Euro since it will now be

Uimie Magazine (May | 1™ 1998, 11.37)
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denominated in Eurc and no longer the U.S dollar. International business will
witness the arrival of another big market in Europe and a global reserve currency
as well as one used by olher countries in international business.,

53 CONCLUSION.,

The question on Eurec is one of nature or nurture? The financial DNA of the
Euro indicates it will begin life as a stable, rack hard currency, but it's adoplive‘
parents may spoil the toddler.
| The Euro was not concetved during a moment of pas'sion, it's gestation was
as closely monitored as any royal heir's, If's prepartum nulrition informed by the
experience of successful godparents like the U.S Federal Reserve and the
German Bundesbank. It is exposed to all the.'right environmental influences {o
assure it would enter the world as a hard young currency, firm footed and
apolitical, it's genetic code etched with one task; to maintaiﬁ pr.‘ice"'stability. Now
the Euro is loosed upon the world, and its nervous parents have nassed the
moménl where nature alone holds sway and entered the muikier realm of nurti.lre. .
Like a child, the Euro could roller-skate into heavy traflic and suffer grievous iniUry. -'
Ot it could grow strong and healthy, the pride of it's progenitors and a boon for the

world and inlernational business.

However, there is a great hope for EMU that it will force reforms that are as
vital to Europe's future as they have been poiitically impossibie o achieve Dy -
governments too wéak or pusillanimous to tackie them. The free movement of
capital from high-cost to low-cost regions will force unions to aba;ndon many of the

*

work rules and wage demand that accrued in the economic hot-houses of pre-
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EMU welfare states. Both companies and consumers will benefit from the so-
called "price transparency” — knowing, without the cbmplexily of exchange rate
calculations, where to get the best deal on a car, a coat or a trainload of:
artichokes. Similarly, banks may move funds from country to country without
costly currency conversions - about $65billion a year'. Overall, the switch to a
single cuirency will draw together almost 290 million Europeans in an economic
and political colossus to rival the U.S. But pessimists or are lhey realists? Argue
that, whether Trojan horse or gift horse, EMU is an animal that bears a far closer
examination than it has received so far. Even advocates agree that EMU, at least
initially will bring a sudden surge of mergers, downsizing and bankruptcies of
businesses unab'c or unwilling to compete in the new environm_enl. Banking
especially will undergo a fierce shake out that is expected to bring closings of
hundreds of branches. That in turn will mean job losses, paglf cuts for millions of
Europeard including a disproportionate number of white-collar workers who had
come fo view their jobs as life-long sinecures.

Even if Euro-efficiency brings a new era of growth and job creation as
proponents promised, there will be a time lag of seve_rai years that could prove to
be more than Eurcpeans are willing to tolerate. But they will turn in vain to their
poliiicians tor relief, because the politicians are giving up the: means by which they +
traditionally reduce unemployment and absorb econamic shocks? The minting of
money and regulation of the economy through adjustmenis in interesl‘: and

exchange rates, after July, will become the province of the LCB located at the flint:

UTime Magazine (May | 1™, 1998, P.42)



-hearted banking capital of Frankfurt and led by a Dutchman with a strong '
personal inclinalion loward hard money.

Despile ali the risks and uncertainties of EMU. some of the people whose
lives are about to be unalterably redirected are strangely iﬁdifferent toit. The most
recent EU wide polls, shows only 67% of Europeans in favour of accepting the
Eure as a continent - wide currency, with 23% against a rousing erdorsement that
could turn overnight to raging opposition, when voles will begin {o feel the paih of
Euro induced reforms, while 10% are just indifferent (CNN financial news on the
19" August, 1999). Ominously those in favour of the Euro are the ones who know
least about it. Almost half of Danish citizens for example, consider themselves
"well informed” on the subject, while fewer than a fourth of Spaniards feel that way.
Yet Danes voted in June 1992 to reject of the Euro, while Spain is oﬁe of the most
enthusiastic of the 11 charter members.

" Europe is now firmly commitied to a common curre-ncy - the 1zuro, on a one
way bridge. It would be a mistake all along but there is no turning back now. in
choosing a design for Europe's new currency, the bureaucrats of Brussels took the
bridge as lheir symbol. Bridges in styles representing t.he continent's architectural
traditional are to adorn each of the multi-coloured bills that will become legal
tender for 11 of the 15 EU nations by 2002. The symbol being apt, is nothing shot
of a common currency to bridge economic, political and cuftural differences among
a people. But the Eurocrals might have added yet another bil of symbolism to the

bridges on their bills: Show them burning, for there is no going back on this bridge.
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Therefore, all hands should be on deck to make it a success. If it fails, God forbd

what it's impact will cause.

54 RECOMMENDATIONS .

In a research study of this nature, it is simply not possible to identify énd
discuss 2ll that is needed to be laid on a subject matter like cvaluating the impact
of a common European currency on International Business, since the road to EMU
is still in progress. We have aftempted {o examine how well the unification of
European currencies and the introduction of the Euro can go. |

As an overview, the credibility of the Euro is of ulmolst importance both in
terms of inflation perfonmance and political cohesion as governed by EMU in the
years leading to the twenty first century, Every necessary form of nuture should be
given to Eurc to enable it grow as a hard, young currency, thus, maturing into a
healthy and viable currency.

it will all be too good since there are already plans to harmonise and
achieve a high degree of price stability in Member Stales, suslainable government
financial positions without excessive budgetary deficit and a durable convergence
by Member Stales.

Therefore, EMU should make provisions to handle emergencies. There is
no doubt that the road to EMU is a one-way bridge and since there is no provision
for any Member State pulling out due to inability to maintain a sustainable
satisfaction of the EMU conditions.

More so, EMU has tried to set criteria for Member States to salisfy

before the Euro takes off, but there should also be provision for handling a
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possible economic dislocation in a Member State that ordinarily devaluation
of currency in the country could have solved the problem. This will no
longer be possible since there will how be a comimon currency situation

where an counlry’s problem should not affect the rest moembers,
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E.C

LCu

ECU

EEC

EMI

EMU

ERM

ESCH -

EU

GDP

GNP

HICP

IGC

MNC

NATO -

LIST OF ABBREVIATIONS.

European Community

Curopean Central Bank

Luropean Currency Unit

European Economic Communily
European Monetary Institute
European Monetary System
[zconomic and Monelary Union
Exchange Rate Mechanism
Curopean System of Central Banks
Luropean Union

Gross Domeslic Product

Gross National Product
Harmonised Indices of Consumer Prices
Inter-Governmental Conference
Multi-National Corporation

North Allantic Trealy Organsalion.
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