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and starting conditions. By doing so, we highlighd context of policymaking that
seems crucial to a successful art of political exox.

Introduction

In this paper we deal with the superficial simihaf the political situation
of Poland and Sweden toward joining the Eurozores€ two countries
seem to have much in common: the obligation to attepeuro as curren-
cy, very low public support for entering the Eurogoand, especially, a
comfort of floating exchange rate that helped thenregaining growth
after downturns. This might lead to a straightfamvaonclusion that Po-
land, in fact a catching-up economy, could welpsteo the Swedish path,
which does not predict introduction of the eurahe foreseeable future.
There would apparently be too much to lose and kley to gain if Poland
decided to join the Eurozone anytime soon. The t'wad see” strategy
thus seems to be by far the best choice in thimtsin. It would also be
widely acclaimed by the public, which has been mdgedominated by
euro-skeptics.

Our goal is to pinpoint the futility of this arguntation by showing that
the Polish and Swedish economic and political sitna are in reality very
different from each other and do not allow for dirmyvsimple conclusions
of systemic similarities and hence desired policWs especially highlight
the idiosyncrasy of the Swedish attitude against ewoption in order to
show the very specific reasons for staying outsithich make it quite a
challenge to imitate their policies. By doing s@ exhibit that even if eco-
nomics could be sometimes universal, political @y is not. As a result,
the challenges faced by politicians differ. We dt judge whether any of
these countries should introduce the euro, nor dsevupulously analyze
economic pros and cons of the decision — we rallustrate the complex
distribution of power within the democratic societyd pay attention to the
context of policymaking.

The paper is organized as follows. The secondasedescribes briefly
the methodology of the research. The third sectimsents the political
situation that both Sweden and Poland arrived atheim road to the euro.
The fourth section reviews public attitudes tow#rd euro in both coun-
tries. The fifth section points to the selectededénces that determine the
incompatibility of Swedish and Polish political @cony toward euro adop-
tion. The final section concludes.
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Method of the Research

This paper is written according to the politicabeomy approach, which
assumes that politics and economy are closelyreitged. This relation is
reciprocal: political processes affect economicontes and distribution of
economic resources creates political power. Whaif isur interest here,
however, is the conflict of interest between theens’ unwillingness and
political-economic obligations that drive the temsicreated around the
euro adoption in two distinct societies that argentheless obliged to in-
troduce the common currency. Thus the problem et whether euro
adoption is an optimal or beneficial solution, utwhat way the dissent
around it influences the scope of political actiofkis highlights the dif-

ference between technical and sociopolitical nadfidecision making.

In what follows, we trace the links between po#itiand economic as-
pects of joining the Eurozone with the assumptiomind that the adoption
of euro is not only an economic decision, but pmig@ntly a political one.
It is, therefore, not only the economic ration&attcounts here, but chiefly
political positions, interests, prejudices and ewgyths. Yet whatever the
political nature of this conflict, any final deasi will definitely have eco-
nomic consequences that will affect the economitfane of a society in
the long run. This is the point that we intend bed light on comparing
Poland and Sweden. Because these two countries diatfect starting
points then consequently they also have diverddsfief political maneu-
vers and a specific set of economic scenariosarctntext of social wel-
fare maximization.

In order to conduct the study, we analyze theuaktis of citizens shared
through such channels of sociopolitical communaras opinion polls and
referendum. We adopt evolutionary and historicaispective that illus-
trates the change of political preferences evolalagg with economic and
political circumstances. Opinion polls data is pded by the European
Commission, Statistiska Centralbyr&n (for Swedemj €BOS (for Po-
land). We also make use of economic data provide@BCD, Eurostat
and the UN. In addition, we carry out literaturealgsis that helps us
demonstrate the political background of being a-@utsider.

! Public Opinion Research Center.
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Sweden and Poland Half-way to the Eurozone

As soon as the euro was introduced in 1999 only ¢ountries of the then
European Communities did not join: Denmark, Unitddgdom, Greece
and Sweden. The two former — EC members since 19W&re able to
negotiate the opt-out clauses that allowed thestay outside the euro area
with no future obligation to adopt the common cooe Greece joined the
Eurozone soon, in 2001. It is only the Swedish thaeremains open until
today.

When Sweden joined the European Union in 1995 W#& project had
already started. Consequently, the accession tmdiged the Swedes to
adopt the common currency somewhere in the fulgethe timing of the
adoption was not set at that time. Also the Swegdatiament Riksdag
settled in 1994 that the decision of joining thedzone was to be taken
later, after careful considerations of pros andsooirthis step. For this rea-
son, a special commission headed by Lars Calmémsnomy professor at
the Stockholm University) was set up in order tadwrct a relevant study.
The Calmfors Report, published in 1996, statedrsléhat the reasons for
not joining the Eurozone already in 1999 were nmsichnger than the rea-
sons in favor of adopting the common currency (R&niepartamentet,
1996, p. 434). The most important negative fackeese the risks of rising
unemployment and growing budget deficit. This wagipularly important
in the Swedish context, as the economy was reaaydrom the toughest
recession since 1930s. The downturn of 1991-19@8etha 5% GDP fall
as well as drastic unemployment upsurge to 9%,188d of GDP budget
deficit in 1993. Thus the option of joining an aigarde political project
and facing possible asymmetric shocks with verytéthmonetary tools in
hand was perceived as rather unwise in a counsydtill aimed at con-
ducting full employment policies. Two other factagpporting the post-
ponement recommendation included firstly the neeadnducting a broad
public debate on joining the EMU as the decisiomidave impact on the
whole society and, secondly, embracing the fadt loa all countries de-
cided to join the Eurozone, so the threat of praitisolation became less
probable. It should be noted, however, that th@newas against joining
the EMUinitially owing to the above reasons, but it recommendedrga
an ‘open door’ position toward adopting the eurdhie future. In the long
term, with the risks and threats significantly Essd, introduction of the
euro could turn out to be a sensible move. In Vuith this caveat, the re-
port pointed out many disadvantages of stayingioeit&MU like political
marginalization, unfavorable currency fluctuatiooss higher transaction
costs of trade with the Eurozone.
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As a result, the Swedish government was quite tahticowards joining
the EMU until the mentioned problems of the Swedislonomy would
have been resolved. This has largely happenedeatuth of 1990s. and
2000s. when unemployment fell to 4%, inflation iew and stable, and
the fiscal policy had enjoyed budget surplusesesit?98. The main objec-
tions of the Calmfors Report were no longer vald g0 the door to the
common currency became widely open. The final dmtigvas, however,
left for the citizens to make in a general refergndn the fall of 2003. The
outcome of the referendum was negative: 55,9% oérgowere against
euro compared to 42,0% of ‘yes’ votes (for moreattetsee the next sec-
tion). Consequently, even though almost all Swegasties showed largely
pro-euro attitude, the outcome was accepted byigalis who were no
longer pressing for euro adoption. Growing distrastong the public to-
wards the common currency was an important reasao tso, though, as
we shall see, not the only one. In the post-refdwenyears rare euro-
related suggestions published in newspapers @dfithto speeches by
prominent politicians have so far remained ineffectin convincing the
public to take up the issue again (see for exarBpkeaet al, 2010, Len-
nander, 2013). Moreover, in a recent debate thak ptace in May 2014
between the then Prime Minister Fredrik Reinfelui #he opposition lead-
er Stefan Lofven (became PM in the fall of 2014mathe elections) they
both stated clearly that the euro issue ‘is nohewe the cards’ as Swedes
were happy with how the krona was performing atriteenent. The politi-
cal actors exert thus no particular pressure ferabro adoption, which
goes in hand with the public preferences.

Interestingly, a similar consensus seems to hapeaapd among econ-
omists as the research made on the issue is alnggstent. The debated
arguments in favor of the Eurozone are mostly jgalit Granstrom (2015),
Swedish financial representative into the EU 200942 has for example
recently pointed to the vanishing influence of Seredn the core European
politics which is made among euro-group countrigs @ surprising silence
of the interest groups (like manufacturing industiyat should lobby for
euro adoption, which could enhance Swedish intemalt trade and thus
social welfare. In similar vein, economists Fland &dordstrém (2007) had
argued that the common currency gave Eurozone desird huge trade
boost and Sweden is still missing the opporturiRgade and Volz (2009)
have also tackled the opinions of negative infleeoiceuro adoption on the
Swedish monetary sovereignty. They argued that &lvardonetary poli-
cies are not as independent as some would like fiee, since they are
closely interrelated with developments in the Eorez The costs of giving
up the monetary sovereignty are thus negligible &weden should think
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of ceasing to be a passive bystander to ECB pslicdddso Soderstrom
(2008) shows that the business cycles of SwederEanoizone had been
strongly correlated. Yet even though he demonsrétat GDP growth
could have been higher if Sweden entered the Ensozince 1999, he
points that it might as well have been much moratite. We should note
here, however, that all of the economic analyzestimeed here were stud-
ied before the 2008+ crisis occurred and the lategelopments still await
scientific elaboration.

When in 2004 ten new countries — Poland includggned the Europe-
an Union, the euro project was in full swing. Nafehe newcomers was
thus able to negotiate an opt-out clause. Moredkeraccession to the EU
depended on signing the accession treaty thatdediuhe obligation of
accepting euro as currency in the future. The camwilling to join the
Eurozone were expected to fulfill the convergemiterta which were sup-
posed to assure that their economies were firmpmeadictable enough to
handle the single market conditions. For this reabe adoption of euro
became not only a political decision, but also @nemic challenge for the
transition countries, which limited the possiblg&aess of some countries
to join immediately. Today, however, only three ofithem still have their
national currencies, that is the Czech Republiyddny and PolantiSev-
en countries managed thus to meet the criterisadogted the euro as cur-
rency.

The Polish case should be viewed here with twogtrattached — tech-
nical and political one. Most importantly, Polanasimever met all of the
convergence criteria at once since joining the BL2004. In the recent
years, four criteria were usually met, that is ihiation level, exchange
rate volatility, long-term interest rate and puldiebt level. It is the budget
deficit (with open procedure of excessive deficitiuJune 2015) and join-
ing the ERM Il that lagged behind. Hence, sinceuhiateral adoption of
the euro had been rejected as a rather hazardouss, there was no tech-
nical possibility of joining the EMU on the EU tesimWhat is more of our
concern here, however, is the political climatePimland around the euro
case. The attitudes of various governments werdréem being single-
minded during the recent decade.

Before the accession to the EU the socialdemoagatrernment was ra-
ther in favor of the common currency and countedaorelatively quick
adoption of the euro. It was then too early, howete pursue this goal
with numerous convergence criteria unmet and tlesl ne watch over the
accession issues at the moment. The change of rgoeat in 2005 to a

2 The same applies to the late comers of Bulgariaai@ and Romania.
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conservative-populist right-wing coalition pushdu teuro debate off the
agenda as the new leaders were openly againsbth@n currency, most-
ly for symbolic-national reasons. It was only tlemter-right government of
Donald Tusk ascending into power in 2007 that aersid the adoption of
euro as a strategic move for Poland. Yet politieakions between the new
government and the opposition, as well as the osthui the financial cri-
sis and debt issues in the Eurozone forced Tuskntnually postpone the
euro issue. In 2009 he officially announced that thuexacerbating fiscal
problems the plans of euro adoption were suspefatethe time being.
Since then, the government and many other offidialduding the Presi-
dents Bronistaw Komorowski and Andrzej Duda and ead of the Na-
tional Bank of Poland Marek Belka) claim that theeremains a long-
term opportunity for Poland, but the Eurozone lwaddal with its internal
stability and debt issues first. Additionally, opgimn leaders demand a
referendum on the euro adoption, which would sdttk issue for some
time, even though it would only have a consultatigéure.

Contrary to Sweden, the euro issue in Poland has besubject of a
lively debate among economists. This is virtuathpossible to refer to all
the opinions here, so we shall very briefly mentiloa main issues raised.
When Poland joined the EU economists were rathémegiic of the ef-
fects of euro adoption, with the costs being reddyi low and the benefits
high, especially in the long run (Borowski, 2004Yith time, the view
turned out more nuanced, pointing to possible ehgkts stemming from
this step, like the possibility of a procyclicalpact of ECB policies on the
Polish economy (Stawski, 2008). Lis (2008) stressed that one should
focus more on domestic policies including systeneiforms and general
modernization in order to become mature enoughultg benefit from the
common currency. Other scholars warned that theptawo of the euro
could bring greater economic volatility (Gradzewi&zMakarski, 2009;
Kolasa, 2008), though with relatively small genevalfare loss. The report
on the costs and benefits of euro adoption puldidghethe National Bank
of Poland Raport.. 2009) concluded after thorough analysis that perm
nent benefits would be visible only in the mid dadg run, and the costs
would accumulate in the short term. It identifibdwever, several factors
that could influence these outcomes both in pasiimd negative ways.
And finally, the research done after the 2008+icrshowed that Poland
has indeed benefitted from staying outside the Ewre. Brzoza-Brzezina
et al. (2014) demonstrated that if Poland had adoptecetine in 2007, it
would possibly have had a highly negative impacG®@P dynamics in the
crisis years. In fact, it was the flexible exchamgée that stabilized the
economy. Yet it cannot be concluded that Polisinenusts have followed
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the love-to-hate path as the majority of them rememds to introduce the
euro. They are convinced that the euro will bringé opportunities in the
long run, but also might bring risks and costs twat hardly predictable
today.

Vox Populi: Citizens and the Euro

As we have already mentioned, the public opiniothbao Sweden and
Poland is rather critical of euro adoption. We Ehalv look more deeply
into this issue, as it fuels not only political grams of parties and individ-
ual politicians, but also reflects public assessnoérthe current economic
and political situation. It is worthwhile to paytexttion to the development
of this critical stance, as the attitudes towal#s ¢uro have changed with
the evolution of the Eurozone, experiences of atbentries after introduc-
ing euro and national consequences of the 200&isciiRecent research
show that the exchange rate dynamics and the sysnbalf national cur-
rency do play a significant role in shaping of thedtitudes (Binzeet al,
2009).

In Sweden the support for the euro has lately beeord low since
1999. It has slightly improved in the last two yedout still remains ex-
tremely low compared to the pre-crisis period (Begure 1). When euro
was introduced in 1999 the relation of supportegsaritics of euro was
largely in balance. Between 2001 and 2003 thodawvar of the common
currency were even in majority, which gave solidrfdations for the pro-
ponents of referendum to expect a victory. Howeaethe end of 2003 the
situation reversed and euro-skeptics began to damaimost permanently.
The support levels have, however, stabilized atb0&b of supporters vs.
35% of critics between 2004 and 2009. In 2010 tipesitions evened out
only to sharply diverge. In 2012 there were alre8896 of those against
euro and only 10% of those in favor.
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Figure 1. Publicsupport for introducing euro in Sweden (%)
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tion of euro instead of krona?”.

Source: Statistiska Centralbyran.

What do we owe this volatility and radicalizatiohapinions to? To un-
derstand the situation in 2003—2009 we must turthéoreferendum and
briefly analyze its outcome. In spatial terms, ohlo counties were in
favor of the euro: Stockholm and Skane, but everetthe winning margin
was just little above 50%. In the other 19 counties outcome was nega-
tive. What is more, in the northernmost regionsnilénd, Norrbotten and
Vasterbotten) the relation of no- to yes-voters wesund 3:1. It is thus
only the most developed regions of the country mwodt internationalized
in terms of trade and culture that accepted the’elmr societal terms, the
opponents of the euro consisted usually of welfstage beneficiaries
(Jonung, 2004; Jupille & Leblang, 2007). The majooif blue-collar work-
ers, farmers and public sector employees votedhagauro adoption, as
well as majority of women and people under 21. Catyong the self-
employed and white-collar workers euro had mordwsitaists than skep-
tics. It is thus no wonder that after wide disttibo of Calmfors Report
that saw unemployment rise and budgetary tensisres @ossible outcome

% |t is also interesting to point to municipalitiiee Haparanda on the Swedish-Finnish
border, which was also in favour of euro adoptimntfade reasons.
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of euro adoption, the majority of Swedes voted @mwing deficit would
most probably mean that welfare spending need ttubeAlso a possibility
of introducing a fiscal union in the EU in the fréuas a counterbalance to
the monetary union could lead to a reduction offavel spending and un-
dermining the model of universal welfare state pailready a part of the
Swedish identity. It was true that the troublest ttiee Report warned
against were already gone in 2003, but as a mattéict nobody could
guarantee that the negative effects of a polificaject of this kind would
not materialize in the future especially that teeallection of the dot-com
downturn was still there.

The debate that took place in the media and in @oanjournals was
also far from conclusive. It rather cast more deudbid reservations to the
common currency. It was for example argued that¢ld@ction of transac-
tion costs or exchange rate risk was not enougtotopensate the loss of
own monetary policy in terms of setting interegesaand influencing the
exchange rate (Gottfries, 2003), that political éféa of joining the possi-
bly conflict-prone Eurozone while being a rathemountry were pretty
doubtful (Swedenborg, 2003), and that abandonifigagious policies of
well-functioning national central bank for the sakgoining an organiza-
tion simply ‘too big to be effective’ seemed like @rational move (Svens-
son, 2003). Also the members of government theraselere divided on
the issue and sent contradictory messages to tietyse- Deputy Prime
Minister Margareta Winberg and Minister for Indystand Trade Leif
Pagrotsky were openly rejecting euro. The most maosand influential
labor unionLandsorganisationenvas also against the common currency.
With political scene divided and possibly muchded Swedes preferred to
stay outside the euro and wait for further develepnof the situation.

The radicalization of opinions began in 2010, wht@nconsequences of
the 2008+ crisis were spilling around. Immediatsher the outbreak of the
downturn Swedish krona seemed like a small boat oressy ocean drift-
ing next to a supertanker, which fueled positiviituattes toward euro, yet
soon the situation reversed. Depreciation of kton80% vs. the US dollar
and by 20% vs. the euro gave the economy an ekpost which allowed
to reach 6% GDP growth rebound in 2010. It wasthetfirst time that
floating exchange rate saved the day in Swedener thfe crisis of 1991-
1993 and the dot-com crisis at the beginning of0800eak krona worked
the same way, which proved crucial for a countrgeseling so deeply on
good export conditioffs After the 2008+ crisis a very poor situation loé t
PIIGS countries in terms of accumulated public dafd relatively poor

4 Value of exports mounts up to 45% of GDP (2014).
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productivity emerged, which threatened the stabitit the euro and re-
guired an immediate political intervention from tB&) core countries in
order to provide them with liquidity. At the samme, the Swedish public
debt fell below 35% of GDP after many years of tofigcal policies. The

difference between the indebted Eurozone and hargdieved from the

debt burden Sweden became strikingly visible. Emjethe Eurozone in
this situation would seem more like a bad jokeaugh desperation than
sound economic policy, especially since the Swedislwth remains rela-
tively high and there is rather a threat of dedlatihan inflation.

The Swedes seem, therefore, to realize that idt fot been for sover-
eign economic policies, the situation could lookcimudlifferent from what
it is now. And this refers not only to the factlwving own currency, but
also to their tough self-discipline that Eurozoresvactually lacking in the
field of public finances and focusing on high comipeeness with wages
carefully following the productivity chang&weden., 2011). Consequent-
ly, there could be not much to gain from euro adoptbut possibly much
too lose. According to the European Commission $20&port, 71% of
Swedes agreed that euro adoption would mean l@singyol over national
economic policies (20% disagreed). The opinion a@sitive economic
impact of euro adoption is rather poor: merely 280&wedes believe that
it will bring higher growth and employment, 17%rtkithat it will bring
lower inflation rates, 15% think that it will engusounder public finances,
and only 11% think that it will cause interest saend debt charges to go
down. Also, only 16% believe that euro adoptiorallsprotect the country
from international crises. Majority of the Sweddsoaears losing national
identity (66%) and price hikes after the adopti@4%). The pure ad-
vantages of euro are seen in convenience whileltnag into Eurozone,
the possibility of easier price comparisons aneifpr shopping, and elimi-
nation of exchange rate fees. All in all, the tanapact of euro introduction
is perceived as negative by 62% of Swedes andsasveoby 31%. For the
above reasons as much as 61% Swedes claim thatskautd be intro-
duced as late as possible and only 10% would tike happen as soon as
possible. It does not mean, however, that Swedesrércal towards stay-
ing in the European Union — only 20% would like $e®r to step out from
the community and 50% prefers to stay with the Being a part of the
biggest world economy is visibly beneficial andrgaivide support, but the
same cannot be said about having the same curedribg price of giving
up own monetary policies.

Polish citizens were never officially asked to ghdreir opinion on the
introduction of euro even though some politiciarmréh long demanded
holding a referendum. Interestingly, it is usuadiyro-skeptics that have
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insisted on having a referendum so that they wogalith a legitimacy for
rejecting euro adoption, whereas in Sweden it vean® proponents that
counted on a positive referendum outcome. Polishiap polls show that
the hopes of euro antagonists have been quiterrableoas Poles’ attitude
toward common currency changed from rather positv&rongly negative
(figure 2). Before the EU accession as much as 64%espondents de-
clared that they would agree on the replacementoty with euro (CBOS,
2014). In the later years the balance between apysrand supporters of
euro was largely even, though with a winning margiming to the latter
group. The outbreak of 2008+ crisis changed thtudé entirely. Between
2010 and 2014 the percentage of euro supporteasisitom 31% to 24%,
whereas the percentage of opponents grew from 4988% with majority
of them declaring a definitive ‘no’ to the commauri@ncy.

Figure 2. Public support for introducing the euro in Poland

m Definitely yes = Rather yes mRather no mDefinitely no = Do not know
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The question asked: “Would you agree on replacioty zvith euro?”

Source: CBOS (2014).

The fall of public support for euro did not occug sharply as in Swe-
den, although the general trend shows clear siitndgr At the beginning of
2009 the number of supporters of euro was grelasar opponents and later
began to drop steadily. Since 2011 the dominaneiaf-skeptics has been
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plainly visible. This change of minds of the puldi&an be attributed to the
awareness of the benefits of floating exchangeaatketroubles in the Eu-
rozone. Similarly to the Swedish krona, between82@6d 2009 Polish
Zloty depreciated by ca. 45% against euro and @% 8gainst US dollar
giving a strong boost to exports and contributiagPbland’'s exceptional
positive GDP growth throughout the whole crisisiger It was hence too
late for the liberal government to pursue pro-ec@npaign to convince
citizens of the advantages of euro adoption. Thaigation of an official
Road Map to the common currency by the Ministryiofance in 2008 was
probably belated by a couple of years and competidedce the legacy of
the anti-euro government of 2005-2007. The polititeength of opposi-
tion parties also contributed to a mixed messagéereuro issue sent to
the society. The public debate has not been smgieled either. The main-
stream media have been showing conflicting posstion a regular basis,
creating confusion among the people. In effectneeglical views, staying
usually at the margin, gained some support thouglk # seems — not by
the power of arguments, but by the argument of eiremd oversimplified
solutions of complex issues.

Even though the Poles are generally negativelyntet toward the
common currency, they perceive euro adoption &as ilgsusive then the
Swedes: 50% of Poles believe that having commorecay would mean
losing control over national policies, whereas anynas 44% disagree
with this opinion (European Commission, 2015). Theve also higher
expectations toward the benefits of euro introdurct(though they still
remain in minority): 32% think that it will bring one growth and employ-
ment, 29% think that it will ensure sounder pulfili@ances, 28% think that
it will bring the interest rates and debt chargesdr, and 27% that it will
ensure lower inflation. As much as 30% also thimt teuro will protect
Poland from the effects of international crisesnigirly to Sweden, most
Poles perceive the euro as a convenient tool fiarnational travelling,
shopping and price comparisons. The Poles arelessoafraid than the
Swedes that the euro would harm their nationaltife(b3% agrees that it
would), but more anxious about prices going uprdfte adoption of com-
mon currency (70%). In general 54% of the Polegebelthat euro intro-
duction will have negative consequences for thsnat economy, whereas
39% believe the opposite. Consequently, only 10%hefPoles think that
the euro should be adopted as soon as possible4d @bdbelieve that it
should be done as late as posSifénally, again similarly to Sweden, the
Polish citizens oppose the euro, but are keenatp within the EU: in the

5 According to CBOS (2014) 73% of Poles think that should not rush into Eurozone
and 25% think that we should join as soon as plessib
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end of 2014 there were only 11% of respondentsaded their negative
stance towards EU and 84% of respondents hap@diand to be a mem-
ber of the EU. These numbers have been largelyhersame level since
2007.

The Convenient Euro-outsider?

The outcome of the Swedish referendum put politeisn an uncomforta-
ble situation. Even though most of them were raiéavor of introducing
euro, they had to respect the voice of citizengnTagain, the government
was worried that the rejection of euro would leagpolitical marginaliza-
tion of Sweden within the EU core. The Swedish ienafja country pro-
moting European integration and often showing sufi&tl commitment for
the EU matters earned a scar on its surface. He&weglen had to adopt a
policy stance that would be both careful and eiffecin terms of their fur-
ther involvement in the European policies. Accogdia Lindahl and Nau-
rin (2005), the Swedish government decided to ¥olthe policy of low
visibility so as to kill two birds with one stoni@. order not to upset domes-
tic electorate and discourage the Swedes from tssilple future euro
adoption, the issue of common currency was not asggb to be raised at
home. In the international arena, however, Swedase a hitchhiking
strategy of visible readiness for euro introduciibtiles, 2005). The strate-
gy meant that although the train to the euro hezhdl left, Sweden should
be ready to jump into another train any minuteotder to be perceived as
instantly ready for boarding, the Swedish governnetended to meet the
convergence criteria and remain an active discagsatonomic and mon-
etary issues on the EU political arena. Riksbank alao expected to con-
duct monetary policy that would be rather concurren EBC policies.
Sweden decided thus to stay top-of-the-class inementing the directives
and suggestions from Brussels in order to dissifhegempression of being
a free-rider that wishes to enjoy the benefits dfigtegration, yet does not
wish to bear the consequences and risks of shémggommon currency
with other EU members. For this reason Sweden kasrmattempted to
create a common position with other euro-outsidiéke United Kingdom
and the newly accessed countries) as a politicdlemonomic counterbal-
ance for euro.

As a result of the above attitude and favorabldtipal and economic
coincidence, Sweden found itself in a surprisingbnvenient situation,
which offers the luxury of staying outside the Exooe without incurring
excessive costs of this fact. Swedish politiciaosndt feel pressure from
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the electorate on quick euro adoption, which ig als excuse towards the
European Commission, which respects democratic witde the econom-
ic situation does not call for vital structural apdlicy reforms. It is this
comfortable political and economic position thatbirasts with the situation
of countries such as Poland, which could possityytd emulate Swedish
reluctant policy towards the euro. Let us analyZze more detail, as this is
the very core of the political economy of euro adop We should note
here, though, that we are far from analyzing al plossible issues at hand,
we just point to the most telling ones to illustraur point.

The most important economic difference between &weahd Poland
is, of course, the level of economic developmemPGer capita of both
countries differs almost twofold with Sweden enjayin 2014 as much as
45800 USD (PPP) and Poland only 24800 USD (PPAm)s sets different
goals before the governments of these countriesnimgahat Sweden
wishes to keep this high level, whereas Polandestrio reach it. In many
aspects this naturally implies pursuing similaiges, yet the challenge for
the catching-up countries is always much more delingnthan ‘merely’
the defence of the high position. Sweden, for exapgnjoys a renowned
position in the international division of labouriag widely recognized for
its innovative and technologically advanced goauld sll over the globe.
According to the Global Innovation Index 2014, Sesds the third most
innovative economy in the world, while Poland odespnly the 4% posi-
tion. There is especially a striking differencehe Research and Develop-
ment category and patents granted. According toWeld Bank data,
Sweden spends as much as 3,4% of its GDP on R&DPatahd only
0,9%. The value of high-tech exports reaches 1libbiUSD in Sweden
and 12 billion USD in Poland (with the populatidmast four times larg-
er). Sweden is also a highly diversified econonmgoading to the Observa-
tory of Economic Complexity occupyind'4osition in the world (Poland
taking 2" position). It is the dispersion of tacit knowledged know-how
in many branches that contributes to the economiential of the country
and consequently long-term economic growth. Manyswedish leading
companies (the so-called national champipage involved in the manufac-
turing of goods and services with high value addealing the traditional

5 OECD data. According to Eurostat Swedish GDP peita (PPP) represents 124% of
the EU average, whereas Polish merely 68%.

" Including biopharmaceutical company AstraZeneaanéd appliances manufacturer
Electrolux, trucks, busses and construction equigme&nufacturer Volvo, telecommunica-
tion companies Ericsson and TeliaSonera, constnuggquipment and tool producer Atlas
Copco, and four influential banking companies (M@ardSEB, Handelsbanken, Swedbank).
One should also mention such brands as IKEA, H&kKarSka, SKF, Svenska Cellulosa,
Scania.
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industries of steel, paper and pulp behind. In re@ht the largest Polish
companies are involved mostly in energy productiod resource extrac-
tion businesséswhich are usually a secondary source of innowatiand
productivity growth. There are of course promiso@mpanies in IT and
manufacturing, but their maturing requires ting&rdqwing..., 2014). What
all this, however, implies is that in the interoatl trade Sweden is an
established player that holds relatively high pgeg&ing capabilities (lim-
ited by competition though). When selling finalghly processed innova-
tive goods, one can charge extra for novelty aedtorty, whereas being a
resource supplier, a middleman in a productionrcloaian assembly pow-
erhouse, hardly offers such a possibility, whichkesasuch businesses
highly sensitive to volatility of exchange rategsétrying to act as a price
maker will end up with somebody else taking yowacpl as one’s competi-
tiveness needs to be price related. We can thim tteat from this point of
view the adoption of the euro offers the Swedesediiited rewards be-
cause their export relies to a wide extent on ligibcessed goods and is
innovation related which tends to mitigate the exae rate threats.

Another difference concerns the structure of expiorterms of destina-
tion. In 2014 38,6% of Swedish exports (in tradeugawas received by
countries with euro as currericyrhe corresponding number for Poland is
54,7%. In other words as much as 61,4% of Swedipbré goes to coun-
tries with other currencies than the euro, wherrathe Polish case it is
only 45,3%. What is even more striking is that thest important Polish
trade partner — Germany — receives over a qua®®%o) of Polish exports
in general. Swedish most important trading partaeesNorway and Ger-
many with 10,4% and 9,7% share of exports, resgaygti This means that
the Polish exports is much more vulnerable to exgbaate volatility to-
ward the euro, and its adoption will alleviate thigk especially that more
than a half of the Polish exports goes to the Eamezand Polish foreign
trade is virtually dominated by one trading parttiet uses euro as curren-
cy. Sweden is relatively more relieved from thiggaure with more bal-
anced trade structure even though almost two-fifthis exports goes to
the Eurozone.

In a similar vein, the euro might also work as afmence booster that
could convince international investors of politiead economic stability of
a country. This can be easily observed within twaaa: business environ-
ment and currency recognition. Sweden is usuallyopnof such rankings

8 Qil refineries and retailers PKN Orlen and Lotpstroleum company PGNiG, energy
producers Tauron and PGE, mining company KGHM. iaisce company PZU and banking
company PKO BP are also among the largest entitiBsland.

9 Numbers in this section are based on UN Comtradk d
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as Doing Business, Index of Economic Freedom oruption Perception
Index which reflects its high political and sociatler standards and there-
fore authorities do not have to convince others 8weden is a safe place
for making business. Countries like Poland, on dtteer hand, troubled
with social problems, historical legacies and sames political instability
and uncertainty are still working for that kind lmfand. Euro adoption can
visibly contribute to this process, as such a agubhecomes a part of a
wider economic and political organism with highretards and reliability.
For analogical reasons, the Polish currency isgdpegd as not as trustwor-
thy as the Swedish one, which could have been wbdeturing the 2008+
crisis when the Polish zloty was treated as just @hmany Eastern Euro-
pean currencies, even though it had much firmendations than for ex-
ample the Ukrainian or Hungarian currencies.

And lastly a word on the convergence criteria.slitiue that Sweden
does not fulfil the criteria, but this is mostlyalitical matter. According to
the Convergence Report by European Commission j2(Bweden does
not meet only two criteria, i.e. legislation compaity and ERM Il partici-
pation. In the consequence of a lost referendund®Wwajovernments were
under no pressure to change the relevant lawsaamdhe ERM Il. Thanks
to this decision, the krona was allowed to floaefy after the 2008+ crisis,
which proved beneficial for the economy. Other mtanecriteria (inflation
rate and long term interest rate) have been meahémry years now, and the
exchange rate has stabilized after the crisis tilrmibe most interesting
fact concerns the fiscal policy. After a tough gtjie against soaring public
debt and budget deficits in 1990s. Sweden adop&sd procedures of
budgeting that allowed for significant debt redostand balanced budget
(see Calmfors & Wren-Lewis, 2011). In effect, Swedajoys today sound
public finances, which not only allow for easy eria fulfiiment, but also
make Sweden one of the few European economiesvedjatintouched by
the 2008+ crisis in fiscal terms. Poland, in costtrdoes have difficulties
with meeting the fiscal criteria. For most timec@r2004 its budget deficit
was too high, triggering the excessive budget gtomeand public debt has
been gradually rising. A relief in public debt gadhby the pension reform
in 2013 is probably only temporary and the debelevnay soon reach
60% of GDP. Another difficulty may concern relevadagislation for euro
adoption, which requires constitution change. Wilsprobably be hard to
obtain due to growing political influences of pastiopposing introduction
of eurd®. All this implies that Sweden is able to meet thieria relatively

10| awful amendment of constitution in Poland regsitee majority of at least two-
thirds of votes in the presence of at least halfhef statutory number of Deputies in the
Sejm and absolute majority in the Senate.
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easy if the situation requires it, whereas Polaag hrave problems with it
both in economic and political sphere. Meeting thigeria, however, not
only means receiving a green light into Eurozong,dyovides a measure
of macroeconomic stability of a country, which emtes economic growth
and access to more affordable capital.

Save from the economic criteria discussed aboesetare also political
ones that are worth mentioning. First of all, treogplitical position of
these countries is immeasurably distinct. Polandsdbave bothersome
systemic and political legacy and borders with ¢oes that feel uncom-
fortable about the transition period and loss ditipal influence and pow-
er. Moreover, two of Polish closest neighbours iardact engaged in a
military conflict which may threaten the stability the whole region. The
intentions of the Russian leader Vladimir Putimastore the political influ-
ences of the Soviet Empire, even if often exaggeranay also seem quite
disturbing. Sweden is rather safe from such distrAad the second thing
is that Poland is a net recipient of the EU fundisereas Sweden is a net
contributor. This gives the latter stronger legéoy to stay outside the
Eurozone with the argument of apparently giving entian taking. Poland,
instead, needs to face a tougher ethical dilemnttalvéing the largest ben-
eficiary of the EU funds, yet hesitating to beae ttosts of the European
project. This may also breed the discontent ambegBU officials in the
future.

Conclusions

Both Poland and Sweden are obliged to adopt the, gat none is eager to
do so at the moment. The major reason for thisstetiis public unwill-
ingness to give up national currencies that prevailer more sympathetic
opinions. It could be argued that staying with tfaional currency is no
disaster. In fact many countries enjoy the benefftown currency and
sovereign monetary policies. Truthfully, there eoeintries like Sweden (or
Norway, United Kingdom, Switzerland etc.) with rtational currency and
sound macroeconomic situation, and there is Gréecd’ortugal, Spain
etc.) with euro as currency and very poor econgmidormance coupled
with deteriorating development perspectives. Thaupe that reaches the
public is thus far from glorifying the common curog, even though citi-
zens are usually rather aware that this is notaakkhnd-white situation.
What is relevant here, however, is that the pulggistance to the euro has
created a serious constraint on the scope of pespitlitical scenarios.
This, of course, can be a blessing if there ismoth to be gained with
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euro adoption and it becomes an excuse not toth@nEurozone even if
one is expected to. On the other hand, it convattsa severe hurdle if
there are economic and political gains to be reaped

In democratic societies such challenges as thetiatiopf the euro are
never purely pragmatic and deliberative decisidimey are heavily tinted
with emotions and symbolic contents when it comesefferring to the
opinion of the general public which hardly follotexhnical debates on the
issue. So even if politicians wield institutionadwers, they do sometimes
succumb to the position of the electorate theyasgmt. In the Swedish
case this situation is a minor problem. With preeps economy, high
competitiveness and top living standards, the Eeaopcurrency has little
to offer to the Scandinavian society. Swedish jpdihs are thus on the
safe side, adopting the “wait and see strategydsAit seems that the same
cannot be said of Poland, because the consequetnctd most probably
be dissimilar in the long run. The context of etejection is very different.

A frequent misunderstanding is to perceive the commurrency as a
goal in itself, not as a means to other ends. Hpewn currency indeed
can be beneficial if one wields other assets irdhthat can make up for the
lost opportunities when staying outside. By sayinig, we have in mind
factors like established position on internatiomadrkets, good prospects
for further development or promising capital andnlan assets accumula-
tion. Thus the rejection of euro should be a théfugland reasonable deci-
sion that is supposed to bring more benefits thestse either in economic
or in political terms. Similarly one cannot expeaty benefits to appear
from the sole fact of having euro, one has to kétirtionally and organiza-
tionally ready for it. This is a real challenge &pplied political economy.

The main difference between Sweden and Polandc&dd in the fact
that these countries are in fact pursuing divemsdsgand have very differ-
ent starting positions. For Poland the issue onatfenda should be then
how does the euro fit into all that we wish to aefei in the long term? Is
the common currency going to be useful in reacloinggoals or will just
be a kind of ornament? Besides, one should not ok at the gaining
side, but take into consideration the losing silbat are the costs of being
an euro-outsider? What are the costs of joiningBhezone? Contrary to
Sweden, Poland does not have the comfort of nagiptite public debate
on the issue. The public opinion is indeed negativeard the euro, but it
does not bear the responsibility for the countrigereas leading politicians
do. The initiative should be on their side, whidghple acceptance of the
public voice is an easy ride. If Poland is tryilmgwork out its own path of
development, it should wisely realize what workstlder it in the long run
and follow that trail. Mimicking the policies of éhcountries like Sweden,
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being on a different level of economic developmamd in different politi-
cal situation, is no smart solution. The art ofifizdl economy is to realize
when one can yield to the external constraintswainen one should strive
to overcome them.
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