
Yes or No to the Euro?
by Karl Sigfrid

S ince many economists are skeptical
about the new euro currency, European
politicians have decided to make the
issue about something other than 

economics.
Some claim that the euro is a currency for

peace, referring to the fact that the European
Union (EU) was founded to prevent another
war between France and Germany. When
the first notes and coins were issued, Wim
Duisenberg, head of the European Central
Bank, predicted that the euro would “create
a new era of peace” and forever change the
way Europeans relate to one another. He is
probably right about the prospects for
peace—and without the euro, he would still
be right. Little indicates that countries
within the EU plan to attack each other,
regardless of what currency they use.

Swedish members of the European Parlia-
ment seek support for the euro by telling
people how convenient it would be not hav-
ing to change money when they go to Spain
on their summer vacation. This argument
would be legitimate if there weren’t credit
cards for people who find it difficult to han-
dle more than one kind of coin. The same
goes for businesses engaging in foreign
trade.

European businesses can already use the
euro if they wish, thereby avoiding the cost

of using multiple currencies when trading
within the euro bloc. No business owner
needs to spend sleepless nights guessing
tomorrow’s exchange rate. Nor will coun-
tries with their own currencies, as the
Swedish Liberal Party claims, be unable to
participate fully in the decisions that shape
Europe’s future. Influence is guaranteed by
representation in the various EU assemblies,
which is based on factors independent of the
euro.

If the reasons are invented, what are the
real motives for the efforts to expand the
euro zone? One answer is that the creation
and growth of the European Union has cre-
ated a new species of European elite politi-
cian. Dwelling in Brussels, this politician
identifies primarily with EU and not with the
citizens of his own country. In addition to a
common currency, the European elite dis-
cusses having an EU president and a more
efficient process for decision-making with-
out veto rights. In short, strong forces push
to transform the EU into something that for
all practical purposes would be one big
country.

Some American economists and econom-
ics writers are less than enthusiastic about
the euro. In the Wall Street Journal, George
Melloan expressed well-grounded fears that
harmonized taxes are coming along as part
of the euro package. Virtuous low-spending
states would thereby lose their advantage
over those that tax and spend. Thus the euro
EU states would not have the option of
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attracting business by cutting taxes and reg-
ulations, because the common-currency
regime would not permit it. Ireland, a coun-
try that has recently experienced terrific eco-
nomic growth, risks its EU subsidies if it
goes further in its efforts to create a better
business climate.

Melloan also points out that the Maas-
tricht Treaty, which created the EU and
which was to establish sound financial
guidelines, did not result in more responsible
economic policies. On the contrary, Euro-
pean governments increased spending in the
years that followed the treaty’s signing.

The European socialist parties generally
prefer centralized solutions to political prob-
lems. European nonsocialists are split
between those who oppose the EU’s growing
powers and those who view the euro as a
project for openness and free-market solu-
tions. Many free-market advocates in over-
taxed countries, such as the Scandinavian
welfare states, hope the euro will force the
national leaders to cut taxes and reduce
deficits. So far nothing of the sort has hap-
pened as a result of EU membership, and the
Irish example hints that it might be difficult
for market-oriented EU governments to
deregulate. The EU has provided Europe
rule-laden agriculture subsidies that are
more expensive for the taxpayers and more
difficult for the farmers to handle than any-
thing the national governments ever devised.
EU also administers regional redistribution

of economic resources, which is likely to
increase with a common currency.

Unhappy Shoppers
People in countries already in the euro

club are not satisfied with their new cur-
rency. The happy euro shoppers outnumber
the unhappy ones only in France and Bel-
gium. In Germany a majority of citizens
want to leave the euro bloc and dust off their
old marks. This cannot be explained solely
by the euro’s initially weak performance.
Many feel that giving up a national currency
is to cut a tie to history. Imagine the U.S.
government’s deciding to give up the dollar
for a newly created multinational currency.

The stagnating European economies are
not the result of too many currencies, but
rather of a weak private sector and big gov-
ernments’ eating up resources. Overwhelm-
ingly complicated and unfriendly regulations
make life difficult for the small businesses
the economy depends on for growth and
jobs. Strengthening the EU by expanding the
euro bloc will only build up the organization
responsible for much of the political inter-
ference. How the non-euro EU members deal
with the pressure to adopt the new currency
will send important signals to Brussels.
Countries saying yes to the euro will be sig-
naling that they are happy with a growing
EU. Countries that say no make it clear that
they don’t believe in European centralism.�
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