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ABSTRACT

This study has emphasized on the effect of the implementation of euro on EU’s economic
system. 11 of 15 EU states had announced to join euro, which brought about the halt of local
currencies. Nevertheless, this has led to the more coherent of EU economic integration.

From this research, it has been known that there were major changes in the volumes of
several economic activities. For examples, the investments in member states have been increased
to 126.6 billion ECU in 1998 with the continuous growth from 1995, when the volumes of
investments was 51.5 billion ECU. Moreover, euro zone has been the major source to attract
foreign investment. In 1998, the growth of EU market, which resulted from the foreign direct
investment from USA and Japan reached 59.4 and 2.42 billion ECU respectively. The expansion
of investment volumes from both local and foreign investment has provided positive impact on
the employment situation and tourism, which have shown the remarkable trend of growth.
Besides, the changes in the volumes of money transactions, the deposit, the consumptions and the
capitals formation within the member countries have shown the trend to expand as well.

Though the launch of euro’s implementation has the crucial roles in promoting the
economic integration to the higher level, each euro’s member state has to abandon her power over
the control of monetary policy to the Central Bank of Europe. This may cause the impact to other

member states if any state confronts difficult economic situation and cannot adopt her own



monetary policy in order to tackle economic problems in the country. In addition, there are
several constraints to pursue financial policy within the framework of Maastricht Treaty. This has
been the dilemma for economic management of euro zone. Still, there are some countries that
cannot conduct their own economic management as to comply with the rules and regulations of
the Treaty. This is the reason that has the impact on the credibility of euro currency to the
investors in the market. This also led to the devaluation of euro currency after the first launch of
euro in the market, which was far below from those that European Committee had expected. In
order to make a progress on the issues, it has been an essential agenda to have a closer
observation on how the Central Bank of Europe operates, including its effectiveness of using

integrated monetary policy on the problem-solving process of member states.



