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Editors Introduction

This volume contains, for the most part, the papers and their formal discus-
sions presented at an International Symposium EUFORIKZ held at Gerhard
Mercator University at Duisburg on October 26-28, 2001. Some papers pre-
sented at the conference were not included into this volume; however, in addi-
tion the volume also contains invited papers. Each paper was assigned a dis-
cussant. Authors were given the opportunity to revise their papers after the
conference.

First group of papers - by Jiirgen Jerger, Peter Backe & Cezary Wojczik,
Jarko Fidrmuc, and Julius Horvath - addresses the general considerations of the
exchange rate policies of European as well as Visegrad countries. Ansgar
Belke, Volker Clausen, Shin-Ichi Fukuda, and Rainer Schweickert were dis-
cussants to these papers.

Second group of papers by Adam Budnikowski & Rafal Wieladek, Kalman
Dezséri, Josef Poschl and Julius Horvath analyzes specific problems of the
particular Visegrad countries (Poland, Hungary, the Czech Republic, and the
Slovak Republic). Andrzej Kazmierczak, Harald Sander, Lubo§ Komarek, and
Bas van Aarle, respectively were discussants to these papers.

This introduction by the editors highlights the main issues discussed in this
volume.

In the first paper Jiirgen Jerger discusses the policy of the European Central
Bank. More specifically, he follows the track record of the ECB monetary pol-
icy since 1999 and investigates its impact on member-countries’ inflation and
output record. He also discusses policy coordination in the monetary union, and
the ECB policy rules. All in all, he presents a positive view concerning the
performance and consequences of the ECB policy. Jerger concludes with an
advice about desirability of the EMU membership for the accession countries.
He writes that in this respect it is vital to evaluate the importance of the ex-
change rate policy for a particular economy and to judge the maturity of the
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economy in terms of the Maastricht criteria. Last but not least — Jerger argues —
it is essential to have a strong public support for the EU and EMU membership.

Peter Backe and Cezary Wojczik provide a general discussion of possible al-
ternative options for the monetary integration of the accession countries. They
evaluate different strategies of joining of the euro area. The new member coun-
tries of the European Union will join the euro area, at the earliest, two years
after their EU accession. The authors argue that against this background, it is
for the accession countries to decide whether they would aim for an early intro-
duction of the euro or opt for a more gradual strategy of monetary integration.
Their paper in a stimulating way reviews the main arguments for and against
either of these approaches.

Jarko Fidrmuc discusses the issue of proper exchange rate regime in the
framework of the optimum currency area criteria, with a specific emphasis on
the endogeneity hypothesis. His paper addresses the importance of structural
variables for the harmonization of business cycles. In particular, intraindustry
trade is shown to cause the convergence of business cycles in the OECD coun-
tries. His paper confirms earlier findings that the Visegrad countries have rap-
idly converged to the EU countries in terms of business cycles and trade inte-
gration. On the other hand, he argues that the observation period is still too
short to conclude that the business cycles have already become similar.
Fidrmuc’s results indicate that there is a sound base for business cycle conver-
gence, and thus for a fulfillment of optimum currency area criteria in the me-
dium and long run. These results do not confirm the hypothesis that the Central
and Eastern European countries already constitute an optimum currency area
with the EU. But it seems that in the future they will fulfill these criteria to the
same degree as the current EU-members do.

Christopher Klisz in his paper considers the consequences ofthe Harrod-
Balassa-Samuelson real exchange rate effect for the consistency in the inflation
and exchange rates targets for joining the European monetary union. This issue
has some relevance for the future members of the EU and EMU to the extent
that their economies converge towards the average of current Euro-land
economies. Klisz demonstrates that the Harrod-Balassa-Samuelson effect does
not necessarily require a higher rate of inflation for those countries experienc-
ing relatively more rapid growth.
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Julius Horvath comments on some aspects of unilateral euroization. He re-
views some of the main arguments of proponents and opponents of unilateral
euroization. Then he discusses the benefits and costs of unilateral euroization
with an emphasis on the relevance of asymmetric shocks, seignorage, and the
lender of last resort function of the central bank.

The second part of the volume deals with country studies.

Adam Budnikowski and Rafal Wieladek depict Poland’s progress towards
fulfillment of the Maastricht convergence criteria. They describe this process as
relatively slow, but successful with respect to the general long-run tendency of
the Polish inflation rate to fall. They illustrate that situation is similar concern-
ing the convergence of interest rates. Discussing budget deficit they point to
differences in definitions between various concepts. The authors also argue that
the Polish deficit is expected to be slightly higher than the convergence re-
quirement. However, they expect that Polish public debt would remain well
below the Maastricht threshold level.

Kalman Dezséri describes how Hungary is handling problems of joining the
EU and later the Euro land. The author reviews different exchange rate regimes
in Hungary in the 1990s. He also discusses potential dangers on the exchange
rate policy due to volatile short-term capital inflows.

Josef Poschl provides the reader with a general picture of the Czech econ-
omy. He evaluates the growth performance of the Czech economy as well as
the external economic relations and the monetary and fiscal policy of the coun-
try. His emphasis is not only on the fulfillment of the nominal Maastricht crite-
ria but also on the general competitiveness requirements of the Copenhagen
criteria especially concerning the wage level and the level of non-tradable
prices.

Finally, Julius Horvath discusses different exchange rate perspectives for
small transition economy as Slovakia. Some optimum currency area considera-
tions — as the smallness of the economy and the diversification of the produc-
tion — suggest that Slovakia should opt for the fixed exchange rate regime.
However, the asymmetry of shocks affecting Slovakia and Germany implies
that this solution may be costly.





