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Abstract How can we explain the politics of euro adoption in the Czech Republic,
Hungary and Poland? How did the euro crisis influence their positions regarding euro
adoption? This article builds on the domestic politics literature and argues: (i) countries
that had joined the Exchange Rate Mechanism-2 early had an easier time adopting the
euro compared with those that did not; (ii) having a pro-euro government is a necessary
but not sufficient condition to adopt the euro; (iii) the political ideology of the ruling elites
is important; (iv) the existence of veto points in the domestic political system influences
the entire process; (v) although the three countries have made central banks technically
independent, the appointment process remains highly political and complex, which has
led to conflicts between the central banks and the governments – negatively influencing
euro adoption policies; and (vi) the issue does not have much salience in public opinion
and thus does not usually feature high on the agenda of the political elites in the three
countries. These three countries to date have not adopted the euro for various domestic
political reasons. They have at different times been laggards by default or laggards by
choice.

Keywords: Central Europe; domestic politics; economic and monetary union; euro
adoption; new member states; political elites

Introduction

Following their accession to the European Union (EU) on 1 May 2004, ten New
Member States (NMS-10), and three more that joined in 2007 and 2013, are expected
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to fulfil the Maastricht convergence criteria1 and enter the last stage of Economic and
Monetary Union (EMU) thereby adopting the euro. Slovenia joined the euro area in
2007, Cyprus and Malta in 2008, Slovakia in 2009, Estonia in 2011, Latvia in 2014
and Lithuania in 2015. The other three – the Czech Republic, Hungary and Poland –

remain outside the euro area for different domestic reasons. The governments of the
three largest NMS that joined in 2004, initially were quite keen to join the euro
sooner rather than later, but eventually relaxed their commitment to that goal.2

There are various ways to explain euro adoption policies in the NMS. Economists
typically look at macroeconomic conditions to determine whether or not a country
may be in a good position to join the euro area. They focus on whether a country has
‘caught up’, the ‘openness’ of the economy (share of trade to Gross Domestic
Product, GDP), whether its business cycle is in sync with the monetary union and
whether it would be economically feasible for such a country to give up the exchange
rate instrument as an adjustment tool (Buiter, 2000; De Grauwe and Schnabl,
2004; Lipschutz et al, 2005; Schadler, 2005; Eichengreen, 2012). Such an analysis is
however ill-equipped to explain the political processes that change those macro-
economic conditions that increase the chances of meeting the convergence criteria.
By contrast, political scientists who have studied the euro adoption process in NMS
(for example, Dyson, 2006, 2008; Greskovits, 2006, 2008; Johnson, 2006; Epstein
and Johnson, 2010; Pechova, 2012) have focused mostly on identity, policy learning
and knowledge transfer among the central bankers, the role of discourse among the
political elites, as well as adjustment to global pressures and Europeanization.

Although all EU member states that joined in 2004, 2007 and 2013 are required
under treaty stipulations to adopt the euro once they meet the convergence criteria,
member states have treated the policies as to when to adopt the euro as something
that can be decided domestically. Although Denmark and the United Kingdom have
official ‘opt-outs’, the case of Sweden shows that a country that is bound by the
Treaty on the Functioning of the European Union (TFEU) to adopt the euro, can be
prevented by domestic issues (in Sweden’s case, a negative referendum in 2003)
from moving forward with euro adoption plans. A member state can remain outside
the euro area if it does not meet all convergence criteria. For example, a country can
decide to abstain from entering the Exchange Rate Mechanism-2 (ERM-2) of the
European Monetary System that stipulates that EU currencies remain within a band
of ±15 per cent, which is in fact what Sweden has done, as well as the Czech
Republic, Hungary and Poland.

This article asks the following questions: How can we explain the politics of euro
adoption in the Czech Republic, Hungary and Poland? How did the euro crisis
influence their positions regarding euro adoption? Answering these questions, this
article builds on the domestic politics literature to claim that domestic politics in
the targeted countries determines euro adoption. Therefore, this article makes the
following arguments: First, countries that joined the ERM-2 soon after joining the
EU found it much easier to adopt the euro in comparison to those that did not.
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Second, having a pro-euro government is a necessary but not sufficient condition
to adopt the euro. Third, the political ideology of the ruling elites is important as
social-liberal governments tend to push for speedy euro adoption significantly more
often than conservative nationalist governments that tend to postpone it. Fourth, the
existence of veto points in the domestic political system influences the entire process.
Fifth, although the three countries have made central banks technically independent,
they kept the appointment process highly political. Sixth, lack of widespread public
support for euro adoption means that the issue does not have too much salience and
thus does not feature majorly on the agenda of the political elites in the three
countries.

The three empirical case studies presented are based on official documents, reports
in the media, academic literature, public speeches and personal interviews conducted
in 2009 with 19 officials from ministries of finance, the central banks, research
institutes, and other financial and monetary elites in each of the three countries.
Following this introduction, the next section provides an overview of the NMS
policies towards euro adoption and discusses the case selection. The section ‘The
politics of euro adoption – a literature review’ reviews the literature on euro adoption
and develops the analytical framework. Sections ‘Electoral cycles and elites’
preferences’ through ‘A three-country comparison’ offer a comparative thematic
discussion of the three countries. The final section concludes.

Overview of Euro Adoption in NMS and Case Selection

Of the ten NMS that joined in 2004, to date seven countries – those that joined the
ERM-2 in either 2004 or 2005, that is, Cyprus, Malta, Slovenia, Slovakia, Estonia,
Latvia and Lithuania – have adopted the euro. What are some of the characteristics of
their path to euro adoption? Can the cases of these smaller NMS adopting the euro
inform our understanding of the cases of the larger NMS?3 On 28 June 2004, Estonia,
Lithuania and Slovenia became part of the ERM-2 followed by Latvia, Cyprus and
Malta in April 2005. The Baltic states, Cyprus, Malta and Slovenia, are all small open
economies with a GDP of <36 billion euros per year at 2013 market prices (Eurostat,
2015). Indeed, each of these six national economies only represents between 0.1 and
0.3 per cent of EU GDP of 13 trillion euro (Eurostat, 2015).

The country most similar to the cases examined in this article is Slovakia that
joined in the midst of the financial crisis. But it too has a small open economy
(76 billion euro per year or 0.6 per cent of EU GDP) (Eurostat, 2015) and had already
joined the ERM-2 in 2005. By the time the financial crisis came around, the three
largest NMS-10 were the only ones left not to have embarked on a system of fixing
the exchange rates to the ERM-2.4

The cases of Cyprus, Estonia, Latvia, Lithuania, Malta, Slovenia and Slovakia beg
the question whether small open economies may be structurally more likely to adopt
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the euro. The process of euro adoption in those countries suggests that a few factors
have been crucial in euro adoption. First, they had joined the ERM-2 in advance and
in most cases they had been keen to maintain stable exchange rates. Second, the
government of the day in these countries considered it an important symbol to adopt
the euro, so as to have their nation-state be seen as closer to the ‘core’ of the EU.
In some cases there was a change in the government that considered a change in euro
adoption policy. Yet those governments realized quickly that financial markets
would ‘punish’ them for u-turning on the matter (for example, the case of Slovakia in
June/July 2006).5 In some cases, government consisted of a number of policy
entrepreneurs who were keen to adopt the euro. Some of them put democratic
processes to the side in order to push through the legislation needed to facilitate euro
adoption (Slovenia).6

Despite its commitment to join the euro in 2006, Lithuania was rejected for euro
membership because the Commission judged that it had missed the inflation criterion
by 0.1 per cent. As mentioned above, it nevertheless managed to meet the criteria in
2014 and joined the euro on 1 January 2015. The case of Latvia diverges in that it did
not make the same serious attempt to meet the criteria as Lithuania did in the middle
of the first decade of the 2000s. In the aftermath of the onset of the financial crisis,
Latvia was hard hit by the crisis, harder than any other member state in 2009,7 and
thus was initially unwilling and unable to concentrate on euro adoption. Yet against
the recommendation of the European Commission and the International Monetary
Fund (IMF), it chose not to abandon the currency board (interviews with
Latvian officials, October 2009), and to keep its commitment to euro adoption.8

It subsequently made steady progress to meet the convergence criteria and ultimately
joined the euro in 2014.

This article focuses on the largest three NMS-10. Their slightly larger domestic
economy could shield them from outside influence more than would be the case with
the smaller countries and could potentially give governments of these larger member
states a bit more leeway in choosing their euro adoption strategies. Our findings are
that these three member states differ in their relative enthusiasm/reservation towards
euro adoption, not only from one another but also within each of these countries over
time. Some of them were at first enthusiastic and set ambitious goals, in the first years
of having joined the EU, but then had to postpone these target euro adoption dates.
This article seeks to explain the different domestic political reasons that have so far
kept each of the three countries from adopting the euro.

The Politics of Euro Adoption – A Literature Review

Various strands of literature on the economic transition in Central and East
European Countries (CEECs) might help us understand euro adoption policies.
First, the post-1989 literature on economic policy decisions in CEECs has
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focused on political and economic transition in these countries. Scholars such as
Orenstein (2001), Roland (2002), Myant and Drahokoupil (2011), Bohle and
Greskovits (2012) and Connolly (2013) have studied the post-communist
economic developments, the economic choices of those countries and the
varieties of capitalism created in these countries. Furthermore, the relationship
between economic competition, economic choices, and political and social
development has been further discussed in the literature (see Bohle and
Greskovits, 2012; Connolly, 2013).

The International Political Economy literature studies the conditions under which
countries might opt for fixed exchange rate regimes (for example, Willett et al, 2014).
This literature is much wider and does not target the euro adoption strategies
specifically. It is noteworthy, though, that those member states that adopted the euro
quickly included ones with a long-standing fixed exchange rate policy. By contrast,
the Czech Republic, Hungary and Poland had truly fluctuating exchange rates. It is
more difficult to meet all the convergence criteria if a member state first has to join
the ERM. Other member states, notably Italy and the United Kingdom in the 1990s,
have had similar difficulties joining the then well-established ERM and both ended
up leaving it shortly thereafter.9 Thus, having made those decisions and having been
successful for a shorter or longer period in keeping exchange rates fixed is a clear
advantage in terms of making it easy to meet the convergence criteria – which is not
the case for the three member states studied here. Some of this literature focuses in
particular on domestic factors (for example, Bernhard and Leblang, 1999; Clark,
2002; Hallerberg, 2002; Keefer and Stasavage, 2002). This literature suggests that a
choice for any exchange rate regime may be influenced by either ‘policy demanders’
(for example, interest groups, voters) (Frieden, 1991, 2002) or ‘policy suppliers’
(for example, political parties, legislatures, bureaucracies) (Bernhard et al, 2002).
From these studies one can identify general conditions under which euro adoption
might flourish. However, we find the factors examined unable to explain the specific
government policies, the success of those policies, and thus the resulting outcome
regarding euro adoption.

Another part of the literature focuses on Europeanization and the learning process
(Radaelli, 2009; Zito and Schout, 2009). This literature finds that a fast trend of
institutional development has taken place not only as a result of European integra-
tion but also because of historical experience, domestic politics and an ongoing
learning process. Among the main beliefs transferred to CEECs and other transition
economies was the importance of central bank independence and protecting price
stability (Epstein and Johnson, 2010). Moving from independent national central
banks to being part of the European System of Central Banks (ESCB) is considered a
logical step (Dyson and Marcussen, 2009). However, preparing for euro adoption
through the path of getting national central banks ready for EMU is insufficient for
euro adoption as the central banks alone cannot push for euro adoption. In a study of
euro adoption in CEECs, Dyson (2006) and other authors in that volume suggest that
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the best way to understand EMU’s domestic influence is through a ‘defining and
negotiating fit’ framework with international, European and domestic components.
Although explicitly dealing with EMU and CEECs, the study was finalized and
published very early on (right after these CEECs joined the EU), so it does not reflect
the recent development in CEECs. Furthermore, Dyson’s study does not reflect on
the actual dynamics of how the domestic political environment influences the
decisions taken regarding euro adoption.

The Europeanization literature has been important for a deeper understanding of
the developments in NMS from the end of the Cold War until they joined the EU
(Schimmelfennig and Sedelmeier, 2004). However, since EU accession, the expla-
natory power of the Europeanization literature towards policy change in EU member
states has been limited; the terminology is fluid (Olsen, 2002) and the adaptation of
member states once inside the EU does not respond to ‘Europeanization’ in the same
way as before joining (Featherstone and Papadimitriou, 2008). Furthermore, even
within CEECs themselves, the institutional developments were not only the result of
Europeanization, but also, more often than not, driven by the interests of those
countries to join the EU and by ‘domestic political concerns’ (Malovà and Haughton,
2002, p. 102). In order to say more about government policies towards the euro, we
now turn to domestic politics.

Some of the literature on EMU has emphasized the importance of the domestic
setting and domestic actors (Sandholtz, 1993; Dyson and Featherstone, 1999;
Verdun, 2000; Hallerberg, 2002; cf. Sadeh and Verdun, 2009 for an overview). Yet
few earlier studies have explicitly addressed the question of how to understand the
divergence in outcome in the euro adoption process among NMS, or why member
state governments change their mind on preferences regarding euro adoption
when we do not see changes in trade flows and the like (Johnson, 2006; Epstein
and Johnson, 2010; Pechova, 2012; Dandashly, 2015; Dandashly and Verdun,
forthcoming).

The present study builds on that earlier work on domestic factors to examine euro
adoption policies in the Czech Republic, Hungary and Poland. We have narrowed the
scope of our study and restrict ourselves to three broad categories that we believe
have the most capacity to explain euro adoption policies. The first category is
electoral cycles, elites’ preferences and policies, and includes factors that influence
the degree of power these actors have, such as who appoints the monetary council
and the governor of the central bank; who has veto power; any legal or constitutional
constraints; and electoral cycles. The factors in the second category have to do with
the central bank, including a discussion of central bank independence and some of
the idiosyncrasies of the central bank in each country. This part also focuses on the
effect of electoral change on the relationship between the government and the central
bank. The final category concerns public opinion, which we take as a proxy of the
voice of the electorate. The factors in the third category are of importance as they
influence the whole political process.
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Electoral Cycles and Elites’ Preferences

The Czech Republic

While the major political parties – the Civic Democrats (Občanská demokratická
strana, ODS)10 and the Czech Social Democratic Party (Česká strana sociálně
demokratická, ČSSD) – were in favour of EU accession, they have been divided on
euro adoption. In 2002, the ČSSD was the largest party with 70 of the 200 seats,
whereas ODS had 58 seats. During the 2006 elections that produced an outcome
whereby two coalitions had exactly 100 seats each, none of the political parties
included euro adoption in their electoral campaigns and programmes (interview with
CNB officials, June 2009). The stalemate was broken when in January 2007 the Civic
Democrats, Christian Democrats and Greens finally gained confidence and started
ruling under the leadership of Prime Minister Topolanek. But the balance of power
was very delicate and the government’s life ended on 23 March 2009.

From the outset the Czech government had planned to adopt the euro in 2010.
However, by 2006 this date was becoming increasingly unlikely. In February 2007,
the Finance Minister proclaimed 2012 to be a more realistic date. By November
2007, it had become clear that the target date was still too ambitious. In May 2008, an
assessment was made by ERSTE Bank suggesting that euro adoption would not take
place before 2015 (ERSTE, 2008). In January 2009, the Topolanek government
announced that a date to adopt the euro would be decided by 1 November 2009
(Prague Daily Monitor, 2009). Opposition parties welcomed the announcement,
though in the end it was never fulfilled, because of the fall of the Topolanek
government on 23 March 2009 and the appointment of a technocratic government
until 28–29 May 2010 parliamentary elections. These parliamentary elections
generated a ‘political earthquake’ in the Czech political system (Král, 2010). The
domination of the two-party system (ČSSD/ODS) that characterized the post-Cold
War era ended, that left space for other parties to gain more seats in parliament.11 The
2010 parliamentary elections focused on issues other than euro adoption such as
economic reform, the financial crisis, transparency and good governance. A coalition
government was formed under the leadership of Petr Nečas (ODS). The focus of the
government is to reform the tax, welfare, health and pension systems, as well as to
improve public finances and the credit rating of the Czech Republic. The government
aimed to benefit from its low debt to cut the excessive deficit by 2012 and to have a
balanced deficit by 2016.

While the constitution gave the President some powers,12 the presidency during
the two terms of Vaclav Klaus gained even more. It is hard to discuss euro adoption
without discussing the euroscepticism of Klaus derived from ‘an “Anglo-Saxon”
neo-liberal economic critique of the EU as an inefficient, over-regulated and
“socialist” structure dominated by self-seeking bureaucratic elites with far-reaching
political ambitions […] and a “national” critique of the EU as a threat to Czech
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national sovereignty and identity’ (Hanley, 2007, p. 191; see also Haughton, 2009).
During Klaus’ two Presidency terms (2003–2013), he appointed to the central bank’s
monetary board officials who shared his eurosceptic views and thus did not favour a
speedy euro adoption process. Klaus argued that the main economic benefits of
European integration are the trade liberalization and the flow of foreign direct
investment. Any ‘further economic or non-economic unification will be close to zero,
if not negative’ as, according to Klaus (2003), the costs of adopting the euro
outweigh the benefits. Klaus ‘saw the problems that a single currency would bring
even before the euro was formally launched’, believing that ‘the euro would create
serious problems for the countries that accepted the single currency in place of their
own national currencies’ (Feldstein, 2011).

With the political changes in 2013 following the end of Klaus’ second term and
the early legislative elections on 25 and 26 October 2013, the discussion on
the euro gained momentum. With the new President – Miloš Zeman – in place
since 2013, the Czech government and interest groups have been discussing
whether the Czech Republic should move rapidly or slowly towards euro adoption,
with the perspectives differing all around. President Zeman is much more euro
enthusiastic, and hopes to have the euro adopted sooner rather than later, despite
considerable euroskepticism among the population. The current government wants
to be more involved in the various European projects including euro adoption, for
which Petr Drulák emphasized that the Czech Republic ‘will do everything it can
to be ready in four years’ (Drulák in EurActiv, 2014). Drulák, former Czech First
Deputy Minister for Foreign Affairs,13 highlighted that the Czech policy has
changed to be more pro-EU. Following a high-level meeting on 31 May 2015 in
Lány,14 Mr Bohuslav Sobotka (Prime Minister since 2014) indicated that the
government would not decide on the euro adoption date but pushed for a gradual
approach. A date was not necessary because of the upcoming elections in 2017
that would likely prominently deal with this issue. The government would be
preparing the macroeconomic conditions so that the Czech Republic would be
in a good position to make next steps in the euro adoption process after the
next elections. Sobotka declared: ‘I am convinced that strategic benefits of euro
adoption for the stability, employment and competitiveness of the Czech Republic
prevail over the possible disadvantages’ (Prague Post, 2015a). The central bank’s
President, Miroslav Singer, and the members of the monetary board caution that
it might take more time before the Czech Republic is ready to apply for euro
adoption.

Hungary

The Hungarian political system is characterized as a multiparty system in that
there are two major parties, but neither can form a majority without a coalition
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partner. The two major parties are the Hungarian Civic Alliance (FIDESZ),15 the
main conservative party, currently in power with a two-thirds majority, and the
Hungarian Socialist Party (MSZP), the main social democratic party, which served
with a minority government from 2008–2010. The MSZP has had a minor coalition
partner: the Alliance of Free Democrats (SZDSZ), a neo-liberal party (in power
between 2002 and 2008). In the 2002 elections, the left-liberal coalition had a minor
victory over the coalition of FIDESZ and the Hungarian Democratic Forum. The
losers questioned the legitimacy of the government by raising accusations of
corruption and cheating during the elections – which eventually led to some amount
of rioting and increased the political instability in the country.

Another factor that contributed to the domestic political landscape was the fact
that welfare spending and euro adoption strategy ‘became heavily politicized’
(Greskovits, 2008, p. 283). Political parties quarrelled mainly over healthcare and
privatization (see EIU, 2008). The opposition not only criticized the government for
failing to adopt the euro on the target date (Greskovits, 2006) but also for the types of
policies implemented to meet the Maastricht criteria.16 Hungary’s 2002 elections
witnessed hefty competition among the various political parties to attract voters.
In the heat of the campaign, each of the political parties pledged more and more
funding to various societal groups. Pensioners’ payments and salaries of public
employees increased significantly (Greskovits, 2006, p. 186; EIU, 2008, p. 31;
Horvath, 2009). All these efforts were directed to increase the popularity of the
political parties and attract more votes. Part of the government target was to provide
funds to inactive citizens because a large part of the economy was inactive (Fazekas,
2004; Horvath, 2009). The introduction of welfare measures by the socialist
government of Péter Medgyessy led to a sharp increase in the budget deficit
(9 per cent of GDP) (EurActiv, 2005). This fit into an overall trend in Hungarian
politics during the 1990s and the first half of the 2000s: whenever it was an election
year, the deficit increased sharply, reaching 9.8, 7.5, 8.9 and 9.3 per cent in 1994,
1998, 2002 and 2006, respectively (interviews with MNB officials, June 2009; see
Eurostat, 2015 for deficit data).

Between 2002 and 2006, the fiscal conditions worsened and the credibility of the
Hungarian government was undermined because of the continuous missing of the
targets set in the convergence reports (interviews with MNB officials, June 2009).
In the 2006 election campaign, ‘social welfare and the appropriate policy strategy
for euro adoption’ were used as tools to gain more electoral support (Greskovits,
2008, p. 283). The budgetary problems, especially the size of the deficit, did
not disappear. The public sector was overstaffed and needed reform.17 Even with
the ‘fiscal adjustment package’ that was introduced following the 2006 elections, the
deficit stood at 9.3 per cent in 2006 (Eurostat, 2015; see Darvas, 2008). By 2006,
the 2010 euro adoption date was dropped because of problems with the budget
indicators (EurActiv, 2007). Eventually, the Hungarian government abandoned the
idea of having a euro adoption timetable.
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Both the 2010 and 2014 parliamentary elections resulted in the victory of FIDESZ
and an increase in populist campaigning.18 FIDESZ secured a two-thirds majority
that allowed it to take important decisions such as major laws and constitutional
amendments without the need to bargain or negotiate with other parties. The FIDESZ
government’s austerity measures aimed at lowering the excessive deficit, cutting
public spending and wages for public servants by an average of 15 per cent, reducing
taxes on small enterprises to 10 per cent (originally 19 per cent), introducing a
‘new 16 per cent flat tax on incomes’ (Financial Times, 2010a) and a bank tax that
would help reduce the deficit (EUbusiness, 2010). The focus of the two FIDESZ
governments (2010 and 2014) has been on facing the negative effects of the financial
and euro crises. However, the euro is not a priority for Viktor Orban’s government
and the narrative has changed. Prime Minister Orban highlighted ‘that the country
shouldn’t be afraid to delay a decision on joining the euro zone for a decade and
should only adopt the euro when its per-capita gross domestic product reaches
90 per cent of that of the euro zone’ (The Wall Street Journal, 2014a).

In Hungary, several factors led to the deteriorating fiscal situation, which rendered
impossible the government’s initial fast-track euro adoption strategy. These factors
included competition between political parties, the fiscal profligacy of governments
in power and the inexperience of governments with public finance. Even though the
fiscal behaviour of the government was not immediately penalized by the markets,
because of the global savings glut, it was still clear that the policies pursued by the
government of the day were far removed from those needed to be ready to adopt the
euro. Politicians who were mainly seeking domestic political gains were not at all
focused on taking the necessary steps that would lead eventually to euro adoption.

Poland

The sharp political division between the Communists and the opposition in the
1990s, and between the Civic Platform (Platforma Obywatelska, PO)19 and the Law
and Justice Party (Prawo i Sprawiedliwość, PiS)20 following EU accession in 2004,
affected the reform plans and the euro adoption strategies. The division in the Polish
society created two kinds of conflict: the first between the National Bank of Poland
(NBP) and the government (in particular when Leszek Balcerowicz was the
NBP governor from 2000–2006) and the second between the government and the
opposition, to which we now turn.

In the parliamentary elections of 25 September 2005, the ruling centre-left
coalition government of the Alliance of the Democratic Left (SLD) and the Labour
Union Party (UP) led by Prime Minister Marek Belka was defeated. This defeat
followed a turbulent political period tainted by scandals and during that the ruling
coalition disintegrated and new parties were created. The 2005 elections resulted
in a major victory for two parties of the centre-right, the PiS (155 seats) and the
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liberal-conservative PO (133 seats). The SLD was left with just 55 of the 460 seats
(almost 12 per cent). In the October 2007 elections, the tables turned when the PiS
won 32 per cent and the PO won 42 per cent of the vote, allowing the PO to form a
new government under the premiership of Donald Tusk.

As far as the euro adoption strategy is concerned, the left-leaning government of
the early 2000s (SLD-UP-PSL) formed a very motivated plan to adopt the euro by
2007. The plan failed in mid-2003 and did not gain support from labour unions and
other business organizations – in part because it was launched during a time of
relatively low economic growth (Zubek, 2008, pp. 299–300). The PiS government
was much less favourable to euro adoption. Former Prime Minister Jaroslaw
Kaczynski continuously uttered suspicions about fast euro adoption. He argued that
Poland has to join the euro ‘but there’s no fixed deadline, so we can do it when the
levels of economic development in Poland and the euro zone are closer than they are
now’ (Deutsche Welle, 2007).

Following the 2007 elections, Prime Minister Tusk was once again in favour
of adopting the euro sooner rather than later. To do so, the Sejm needs to pass a
constitutional amendment to replace the zloty with the euro and transfer the power of
issuing money and implementing monetary policy to the ECB.21 The constitutional
amendment requires a two-thirds majority (see Chapter XII, article 235) of the
490 Sejm members – which the PO did not have at that time and thus needed the
support of the PiS (interview with NBP official, April 2009).

On 10 September 2008, former Prime Minister Tusk announced the aim to adopt
the euro by 2012. However, with the fall-out of the financial crisis, meeting the deficit
criterion had became harder. Moreover, the domestic obstacles for adopting the euro
did not change. The PiS made it clear that the only way to accept the constitutional
amendment is if the government of the day were to call for a referendum. To take the
route of a referendum would be tricky because according to the Polish Constitution a
referendum is valid only if there is a turnout of at least 50 per cent, which was
unlikely to happen. The eurosceptic former President Lech Kaczynksi was against
speedy euro adoption. Besides, the ruling coalition did not have a solid majority in
the parliament in terms of seats to overturn any presidential veto or pass a
constitutional amendment. The sudden death of the Polish President led to early
elections resulting in a major change in the position of the presidency – which moved
to Bronislaw Komorowski (PO) who defeated Jarosław Kaczyński (PiS). The PO
presidential election victory was followed by winning the 9 October 2011 parlia-
mentary elections. This was the first time in the post-1989 Polish history that a party
managed to win two consecutive parliamentary elections.22 Both, however, the
PO and the PSL, still did not have the two-thirds majority required to make a
constitutional amendment, and any move towards euro adoption would need support
from the opposition parties.

All these issues affected the ability of the government to undertake a major policy
such as euro adoption. Even Tusk himself later declared that there might need to be a
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delay in the 2012 date. Tusk’s successor,23 former Prime Minister Ewa Kopacz, is
more pro-euro and had been interested in pushing the issue forward. However, given
the low public support and economic difficulties to meet the criteria anytime soon,
this objective is difficult to achieve and thus unrealistic in the short run. The early
rush towards the euro has been replaced by a more realistic tone given the current
situation, as reflected by Poland’s Deputy Prime Minister (at that time) Jerzy
Piechocinski who said that Poland ‘will get into the eurozone at the earliest in 2020,
if there is no major turmoil, a global crisis’ (The Wall Street Journal, 2014b).

The situation changed again with the May 2015 presidential elections that brought
PiS candidate Andrzej Duda to power and the October 2015 parliamentary elections
that resulted in the PiS winning 37.58 per cent of the votes making it the largest
party. This victory ended the dominance of the PO (since 2007), which received
24.09 per cent of the votes. The new Prime Minister (in office since 17 November
2015), Beata Szydlo, of PiS, in fact campaigned on a clear anti-euro adoption
message ‘We are not going to lead Poland to the Eurozone’ (Financial Times, 2015).
With eurosceptics in the presidency and the government, there is no expectation of
euro adoption anytime soon.

Following this discussion on the Czech Republic, Hungary and Poland, we notice
that when the governing elites are more conservative (such as the ODS, FIDESZ and
PiS), they tend to postpone euro adoption. Whenever a country has social democrats
or liberals governing, the enthusiasm towards the euro increases and more euro-
friendly policies are implemented. However, even in the case of a euro-friendly
government, the existence of domestic veto points (such as the presidential powers
and veto, need for constitutional amendment and so on) in the cases of Poland and the
Czech Republic delays euro adoption. In the Hungarian context, the lack of sound
economic policy and good governance resulted in lagging behind on most economic
indicators and pushed Hungary further away from meeting the convergence criteria
and adopting the euro anytime soon.

The Role of the Central Bank

The Czech Republic

The Czech National Bank (CNB) was established in 1993 as an independent central
bank. Since 1997, and at least until 2005, the CNB – whose officials overall favoured
an early euro adoption – faced considerable political pressure from those in
government against speedy euro adoption. This continuous struggle between the
CNB and the government led to an attempt to limit the independence of the CNB
through amending the CNB act (No. 442/2000). The European Commission, the
ECB and the IMF criticized the changes. In 2001, the Czech Constitutional Court
ruled the amendment unconstitutional and annulled it. The struggle between the CNB
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and the political leaders kept pushing the euro adoption date forward, from its initial
2007 target date to 2009–2010 and even to 2017 – which at the time was already an
optimistic account. The CNB failed to influence the decision of the government to
implement more restrictive policies so as to cut the deficit and thereby meet one of
the important Maastricht criteria.

In the Czech Republic, the President is the one who appoints the board members
for a six-year term. This appointment process ensures some harmony among the
board members, who usually share the President’s view. Moreover, all the board
members were changed during Klaus’s two presidency periods. The board members
we interviewed in 2009 held views similar to those of Klaus. This euroscepticism
among the CNB board is mainly political and less about the costs/benefits (interview
with key informant from Euro Team, June 2009). Following the 2013 presidential
elections, only one new board member was appointed, Jiří Rusnok. The new
President, Zeman, who favours an early euro adoption, has been critical of the
board’s eurosceptic position (Prague Post, 2014).

The appointment of persons who held views similar to those of the President
indirectly caused the CNB’s independence to be undermined. It seems to us that this
struggle and lack of cooperation between the CNB and the government in part
explains the delay in euro adoption. The CNB gradually changed its stance. When it
refrained from pushing hard for an early adoption, it allowed for more cooperation
with the Ministry of Finance. The two subsequently published joint documents
similar to the one approved by the Czech Government on 16 December 2008
(see CNB, 2008a, b). The report set out the intention of the Czech Government to join
the euro area once the economic conditions would be right. This renewed a positive
relationship between the government and the CNB in first instance contributed to the
Czech Republic (in 2006–08) almost meeting all the convergence criteria. However,
with the changes in the central bank board, during Klaus’ two presidential terms, the
overall stance of the CNB towards euro adoption turned negative.

With the financial crisis and the slowdown in the economy in 2009 (decline in the
annual growth of real GDP to −4.5 per cent in 2009), former CNB governor Tuma
announced on 12 October 2008 that the Czech Republic needs a break until
the markets settle down and the financial crisis is resolved (EUobserver, 2008). The
current governor Singer (since 1 July 2010) has stated that the Czech Republic will
not adopt the euro before 2020 as it is part of the government policy in the remaining
years of its term to join ERM-2 or to decide on the date of euro adoption. This will be
left to the government following the 2017 elections (Prague Post, 2015b).

Hungary

According to Article 1(2) of the Act LVIII of 2001 on the Hungarian Central Bank
(Magyar Nemzeti Bank, MNB), the MNB and its decision-making bodies are to be
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independent in their decisions and not receive any instruction from the government
or any other institution except for the ECB. The main goal of the bank is achieving
and maintaining price stability (Article 3.1) (Magyar Nemzeti Bank, 2001). Since
then, the MNB Act has been amended by the Parliament a couple of times to be in
line with EU requirements.

Owing to the troubled relations between the government and the MNB, especially
under former governor Zsigmond Járai (2002–2007), the government tried to curb
the MNB’s independence. In an act that was considered a ‘political provocation’
against Medgyessy (and the MSZP government),24 who favoured lower interest
rates, had requested a devaluation of the currency and a reduction in the fluctuation
margin during the 2002 elections, the MNB raised the interest rate.25 The forint had a
±15 per cent fluctuation band against the euro and the MNB adopted an inflation
targeting policy whereby ‘the exchange rate was used as a tool of disinflation’
(Greskovits, 2008, p. 282). MNB policies were criticized as being too tight. Former
governor Járai, who was supported by FIDESZ-MPSZ (Hungarian Civic Alliance),
made it clear that monetary policy would not be relaxed until a ‘fiscal tightening’
policy was accepted (Greskovits, 2008, p. 283). However, the parliament amended
the MNB Act despite the opposition of FIDESZ and MPSZ, who considered it a
violation of the MNB’s independence (Greskovits, 2006, p. 186).

Both the government and exporters criticized governor Járai at the time and the
MNB policies that were affecting the exchange rate and fluctuation of the currency.
This resulted in a government bill (Bill T/12192) sent to the parliament to amend the
MNB Act (EIU, 2008, p. 32). The proposed bill suggested changing the rules and
composition of the Monetary Council by increasing its number and giving the
government more influence in appointing its members so as to change the monetary
policy stance of the MNB. The ECB proclaimed that this amendment affected the
independence of the central bank and there was no need for it (MNB, 2004).

Following the 2006 parliamentary elections, the MSZP won the majority and
continued its coalition with the SZDSZ to govern. The disagreement and political
conflict between the government and the MNB was alleviated with the end of Járai’s
term and the appointment of Andras Simor in March 2007 as the MNB governor.
Cooperation between the government and the MNB strengthened and Simor
succeeded in convincing the government to abandon the ±15 per cent fluctuation
band target of the forint with respect to the euro – which helped the MNB to reduce
inflation (EIU, 2008, p. 33). Although in the short run this moves the country away
from euro adoption prospects, the development in the relations between the MNB
and the government should ultimately ease the way for working towards adopting the
euro – if there is a serious political will (interviews with MNB officials, June 2009).

Prime Minister Orban appointed a staunch political ally György Matolcsy as the
new central bank governor on 4 March 2013. Matolcsy’s appointment was
controversial because of the close links between Orban and Matolcsy and the
unorthodox economic views of the latter (The Economist, 2013). This political
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appointment undermines the independence of the Hungarian central bank. He has
commented that ‘Hungary would be able to adopt the euro adoption at any time after
2020’ (Reuters, 2015). Furthermore, MNB will have replaced all banknotes by 2018,
a step considered by some, such as Gergely Gabler (an economist at Erste Bank-
Budapest), to be ‘an indication that there’s not much of a chance of euro adoption
before 2020’ (The Wall Street Journal, 2014a).

Among the reasons for the unstable relations between the MNB and the politicians is
the complex appointment and dismissing system of the MNB monetary council. Some
members are appointed and dismissed by the President on the basis of the Prime
Minister’s proposal (MNB governor and deputy governors), whereas the other
monetary council members are appointed and dismissed by the parliament. This affects
the coherence of the monetary council and the decisions taken.

Poland

The legal framework of today’s NBP, and that of its monetary council, dates back to
August 1997. In addition to monetary policy, maintaining price stability, supporting
government policies and guarding the stability of the financial system are among the
objectives of the NBP. With these changes the NBP followed the ESCB basis and
provisions (Polański, 2004a, p. 281). In order to strengthen the independency of
the NBP, its act was amended in 2003, moving the auditing of the NBP to an
independent external auditor and not, as previously, by a commission assigned by the
government (Polański, 2004b, p. 9).

Over the past decade, the NBP has been split over whether or not the euro should
be adopted quickly or slowly. The euro-enthusiast group had as a focal advocate the
former NBP governor Leszek Balcerowicz, some financial institutions and the
coalition government of the day. As for the eurosceptic group (mainly PiS), currently
in government, it prefers the slow track.

The divisions in the NBP board are due in part to a number of institutional features.
The monetary policy is the sole responsibility of the NBP monetary council that is
chaired by the NBP governor – who is nominated by the Polish President and
approved by qualified majority in the lower house of the parliament. The other nine
monetary council members are nominated by the President and by the lower and
upper houses (three members each). The NBP governor and other monetary council
members serve for a six-year term. This complex appointment process leads to
monetary council members who have different loyalties and ideologies, both among
each other and in relation to the political elites. This process affects the coherence of
the monetary council and results in complicating its work, which is dependent on
these political relations (Dandashly, 2015).

In addition to the divisions among its board members, other disagreements
between the NBP and the consecutive governments further delayed euro adoption.
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The NBP was blamed for causing an economic slowdown because of its monetary policy.
The Miller government put all the blame on the NBP and mainly its governor
Balcerowicz at the time, accusing it of adopting policies leading to slow growth
(see Zubek, 2006, 2008). The government publically called upon the NBP to assist
with increasing growth. Following the failure of the Kolodko plan for fast euro
entry, Jerzy Hausner (Economic and Labour Minister at that time) proposed an
alternative plan in which the viable date for euro entry was postponed to 2009.
Although the plan helped the government absorb the EU pressures, domestic
implementation of the plan was not successful because of the disagreements within
the SLD ruling party.

The struggle between the government and the NBP increased following the 2005
parliamentary elections. The new PiS, Samoobrona RP (SRP) and the League of
Polish Families (LPR) coalition appointed a committee in the Sejm to inspect the
actions of the NBP regarding the privatization of financial institutions that started in
1989, in addition to the actions of the Banking Supervision Commission. This act by
the new government was considered an attack on the NBP governor at that time –

Balcerowicz (Warsaw Voice, 2006; Zubek, 2006, 2008).
In fall 2008, the then Tusk government’s announcement to target 2012 for euro

adoption, was received by the eurosceptic governor Skrzypek26 (2007–2010) with
reservations. In a lengthy report the NBP concluded that the government’s timetable
is ‘hard to justify’ given market conditions and it expressed concern over entering
ERM-2 prematurely (The Wall Street Journal, 2009). Over the course of the spring
and summer of 2009 others in the central bank also became convinced that the
government’s fast-track simply was not sustainable (interviews with NBP officials,
April 2009).

With the appointment of Belka as the head of the NBP in 2010 (and whose term
ends in 2016), the relations with the PO government became much better.27 As for
the position of the NBP regarding euro adoption, even if it supports it and considers it
to be positive in the long run, this support is not enough as long as there is no political
agreement among the various parties. This political agreement is crucial for getting
Poland closer to adopting the euro (interviews with NBP officials, April 2009).
However, this situation will change with the PiS taking over the presidency and the
parliament (May and October 2015 elections) – a situation that will delay euro
adoption even further.

In sum, the conflicts between the central banks and the governments in the three
cases during various periods negatively influenced euro adoption policies. While the
literature suggests that having independent central banks presumes leadership
consisting of technocratic appointees based on merit only, in these cases we find the
positions filled by political appointments. In a number of instances, notably in the
Czech Republic and Poland, and more recently in Hungary, appointments by
eurosceptic governments and presidents played a role in the central banks’ having
eurosceptic governing boards.



” 2016 Macmillan Publishers Ltd. 1472-4790 Comparative European Politics Vol. 16, 3, 385–412 401

Euro adoption in the Czech Republic, Hungary and Poland

The Public Opinion

The Czech Republic

The early enthusiasm of the CNB monetary board pushed the CNB to face
considerable political pressure regarding euro adoption because half the population,
various opinion makers and labour unions did not see the merit of euro adoption
(Geršl, 2006, p. 38; European Commission, 2008, p. 38). With the euro crisis, the
negative view regarding the euro increased from 55 per cent in 2010 to 77 per cent in
2010. Eurobarometer data for 2015 showed that 77 per cent of the Czech popula-
tion was against euro adoption compared with 16 per cent who were in favour.
Moreover, 70 per cent of the population believed the euro will have negative
consequences, while only 26 per cent believed the opposite. The Czechs and the
Swedes (62 per cent negative versus 31 per cent positive) have the lowest percentage
of their population who believe that euro adoption will have positive consequences.
According to the same poll, the percentage of those who wanted euro adoption to be
as late as possible increased following the euro crisis, to 73 per cent in 2011 and
2012, before decreasing somewhat to 63 per cent in 2015 (European Commission,
2015).

According to the Czech Economic Chamber, local firms and businesses are in
favour of joining the euro soon. Those who are keen to adopt the euro (domestic
export firms) are motivated in part because the Czech koruna is quite strong relative
to the euro and other currencies (Prague Daily Monitor, 2009) and hope for a weaker
euro. Moreover, former Deputy Finance Minister, Tomáš Zidek, stated that there had
been pressure on the Ministry of Finance to adopt the euro since Czech ‘exports are
hit by the lack of exchange rate stability’ (Prague Post, 2014).

Overall, Czechs have not felt the euro adoption issue to be all that important.
Compared with other NMS, the Czech Republic is considered a eurosceptic country.
This lack of salience of the issue is one of the main reasons why the major parties
have not used euro adoption as a tool to attract voters in parliamentary elections.
This eurosceptic attitude has increased with the euro crisis.

Hungary

In 2007, almost half the Hungarians (48 per cent) were excited about the prospect that
a strong euro would eventually replace their weak forint (European Commission,
2007, p. 19). Eurobarometer data of 2009 and 2010 confirmed that Hungarians are
divided on the issue of euro adoption. Interviewees stated that the vast majority of the
population forms its opinion on the euro based on its effect on salaries, pensions and
personal accounts, though they recognized that not everyone felt well informed about
the euro. Hungarians thus tend to think about the euro in economic terms, according
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lesser importance to political expectations and attitudes regarding national identity
and symbolism (interviews with MoF and MNB officials, June 2009).

Only 36 and 38 per cent of the population expressed dissatisfaction that the
euro would replace their currency, in 2009 and 2010, respectively (European
Commission, 2009, 2010). Following the euro crisis, those who believed that euro
adoption would have positive consequences decreased to 39 per cent in 2011 before
increasing again to reach 50 per cent in 2015 in comparison to 44 per cent who
believe it would have negative consequences. In addition, the percentage of those
who favour euro adoption was still high (60 per cent in 2015) in comparison to those
who opposed it (35 per cent in 2015) (European Commission, 2015). However, only
30 per cent (in 2010) preferred speedy euro adoption compared with 22 per cent who
preferred a late adoption – which has fluctuated but has returned to roughly the same
numbers in 2015 (European Commission, 2015).

Owing to the people’s lack of trust in the financial and economic policies of the
consecutive governments, 70 per cent of the population (in 2010) believed that
adopting the euro ensures sound finances in comparison to 20 per cent who thought
otherwise (European Commission, 2010). However, these high rates of support have
been changing following the euro crisis. The view that the euro provides monetary
and financial security is doubted now. Euroscepticism has increased in Hungary
regarding whether the euro will be good for the economy (only 26 per cent believe
euro adoption will ensure sounder public finances) (European Commission, 2015).
The scandals regarding wrong data and corruption in Greece raised questions among
the Hungarian public regarding the transparency and credibility of the euro members
and the ‘regulatory side of the euro’ (Visegrad, 2010). The euro crisis is thus having
negative effects on the earlier positive view of the Hungarians regarding the euro.

Poland

The strong zloty before the financial crisis gave the Poles a feeling of satisfaction
with their own currency and dampened enthusiasm for a rush towards adopting the
euro. According to Eurobarometer reports (2009, 2010), almost the same percentage
(45 per cent in 2010) of Poles were dissatisfied/satisfied with the overall prospect that
the euro would eventually replace their currency (European Commission, 2009,
2010). The percentage of those who were in favour of euro adoption declined
following the euro crisis before picking up to reach 38 and 44 per cent in 2013 and
2015, respectively, in comparison to 60 and 53 per cent in 2013 and 2015 who are
against. Almost half of the Poles (48 per cent in 2010) thought the euro eventually
would have a positive effect rather than a negative effect (European Commission,
2009, 2010). The percentage of those who believed the euro will have a posi-
tive effect declined in the aftermath of the euro crisis to reach 36 per cent in 2013,
before increasing slightly to reach 39 per cent (in 2015) in comparison to 58 per cent
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in 2013 and 54 per cent in 2015 who believed the euro would have a negative effect
(European Commission, 2015).

Following the crisis, there was some pressure for a speedy euro adoption from
Poles who have loans in foreign currencies (mainly euro or Swiss francs) (interviews
with MoF and NBP officials, April 2009). They were concerned about the
depreciation of the zloty and the subsequent volatility. These advocates of early euro
adoption, however, only constituted a minority. A small percentage of Poles want the
euro to be adopted as soon as possible (15 and 10 per cent in 2010 and 2015,
respectively) compared with a larger number who want it as late as possible (38 and
47 per cent in 2010 and 2015, respectively) (European Commission, 2015).
Regarding sound finances, in 2010, 33 per cent did not think that adopting the euro
would ensure sound finances compared with 42 per cent who thought otherwise
(European Commission, 2010). However, the percentage of those who believed the
euro ensures sound public finances had decreased to 29 per cent in 2014 (European
Commission, 2015).

The three cases showed a divided public regarding the euro adoption issue, with
the Hungarians being most favourable to the euro and the Czechs being the most
sceptical. With the euro crisis, euroscepticism has increased and the support for euro
adoption has declined in all three cases, albeit ending up at different levels. This
division and a lack of massive public support for euro adoption influenced the
saliency of this issue on the political elites’ agenda.

A Three-Country Comparison

Considering the three countries, a first major finding is that the three NMS-10 that are
currently outside the euro area are those that did not fix their exchange rates as the
other seven had done. In trying to meet the convergence criteria, the other seven
countries had other convergence criteria to meet (notably the inflation criterion),
but did already meet the exchange rate criterion. As we saw in particular in the Polish
case, having to join the ERM-2 was seen to be tricky. Various Polish observers were
concerned eventually about remaining ‘stuck’ in ERM-2 for more than the minimum
of 2 years, as they were subsequently wanting to join the euro area as quickly as
possible.

As for the financial crisis, both the government and the opposition used it as a
policy tool to promote their ideas and beliefs regarding euro adoption. As such, the
crisis did not really change the stance on euro adoption in the three countries. Rather,
it re-enforced the positions of the government and opposition. The Czech govern-
ment used the financial crisis, and subsequently the sovereign debt crisis, as a tool to
support its position of delaying euro adoption. In Hungary, the crisis played a role in
pushing the politicians to correct their bad fiscal and monetary policies over previous
years and to get help from the IMF, the EU and the World Bank. As for Poland, the
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2015 presidential and parliamentary elections brought the eurosceptic party (PiS) to
power, which reflects a rise in nationalist behaviour and euroscepticism. This will
delay euro adoption further.

Another important finding is that there is no clear political consensus within the
Czech Republic, Hungary or Poland regarding euro adoption. All three countries
have had domestic problems and internal struggles. The Czech Republic experienced
a long-time conflict between the CNB on one hand and the government and the
former president on the other – before the monetary board was changed during
Klaus’ two terms. The Czech Republic did not take action to take further steps to join
the euro even though they met many of the criteria, making them, during this period,
euro adoption laggards by choice. Hungary had a macroeconomic situation that
would have made it easy to adopt the euro sooner rather than later but the government
did not pursue the policies needed to enable early euro adoption, effectively making
them euro adoption laggards by default. In Poland, the domestic problems leading to
euro accession delays are several: struggle between the NBP and the government
during various periods; a struggle between the consecutive PO governments and the
opposition; and some constitutional issues that need to be resolved before joining the
euro. Here again, during this period, we see a country that we characterize as a euro
adoption laggard by default – stuck because of institutional and domestic political
constraints.

Insofar as public support is concerned, we examined the extent to which a clear
call from the public would influence the domestic arena. In the Hungarian case we
observed a political battle among the main political parties to try to win over the
voters, which manifested itself in major electoral commitments at considerable cost
to public coffers. The result of this bidding process was a mounting budgetary deficit
and public debt, which pushed Hungary further away from the prospect of joining.
We found that the public salience of euro adoption in the three countries is the
highest in Poland. However, even in Hungary where the public is supportive of euro
adoption, this did not matter much because of the lack of elite administrative
capability to push for euro adoption. From our interviews in the three countries, we
understand that should the population have been more needy and more clearly in
favour or against, these circumstances could have affected the political stance of
government and opposition (see Table 1).

Conclusion

In this article we seek to explain why three NMS, that joined in 2004, have not joined
the euro, even though all others have. Despite the similar outcome in the three
countries, the article shows that the underlying domestic political reasons for that
result have been different. While macroeconomic analysis concentrates on the extent
to which the countries are close to meeting the convergence criteria, such an analysis
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does not explain why some countries – such as the Czech Republic, Hungary and
Poland – that were close to meeting the convergence criteria in the 2000s, gradually
abandoned an early euro adoption objective or did not push for euro adoption.

Reflecting on these three cases we conclude that in order to understand euro
adoption strategy a domestic politics approach offers valuable insights into de facto
euro adoption outcomes. The analysis presented here shows that a focus on
macroeconomic indicators is insufficient to explain why NMS change their stance
on euro adoption. Countries like the Czech Republic have been close to meeting the
convergence criteria but have waivered – initially being more positive, but then for
clearly political reasons becoming more opposed to euro adoption, without any
change attributable to macroeconomic conditions.

Much more fruitful is an analysis of government preferences and policies, the
perception of the opposition and the role of national central banks in relation to
the governments, as well as constitutional factors. We find that all these factors
play important roles in the process of euro adoption even if some factors are more
important than others. The most important factor in these three cases is the stance
of the government in power. Where the government is pro-European there is a
much stronger likelihood that it will aim for euro adoption. By contrast, having a
eurosceptic government (or president) in place poses as a real obstacle to euro
adoption (as the Czech case with former President Klaus shows). Yet merely
having a pro-European government is insufficient. Governments also have to be
willing to pursue a genuine effort to meet the convergence criteria, often at the
expense of other government goals. In some cases (for example, the case of
Poland) the government is restricted more than others by the need for a
constitutional change and ensuing two-thirds parliamentary majority required.
Thus, in such a case the dynamics between the government and opposition play a
larger role than in those cases where there is no such need. In addition, the
governments can appoint members of the monetary board, and have done so
strategically in these three NMS, which resulted in the central banks’ ability to
push for euro adoption being curtailed by the government.

In summary we find the domestic political factors explain euro adoption policies in
the three countries. They range from government-opposition dynamics, electoral
cycles, the relationship between the government and the central bank and the
different idiosyncratic domestic institutional structures. The issue of euro adoption
has not been salient in public opinion and thus has not provided the government with
a clear signal one way or another.

In terms of lessons for future research, although this article did not analyse the
cases of three NMS that have joined since the other ten (Bulgaria, Romania and
Croatia), researchers seeking to understand euro adoption policies in those countries
may want to start with an examination of the domestic political situation (pro/anti
European stances of the government and domestic institutional structures that may
inhibit the government to push for euro adoption).
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Notes

1 The convergence criteria refer to inflation and interest rates, budgetary deficits and public debt, and the
independence of the central bank.

2 Henceforth, when we write ‘NMS’ we refer to the ten NMS that joined in 2004. In this study we are not
dealing with Bulgaria and Romania (that joined in 2007) as they are economically, in terms of convergence,
further ‘behind’ the 10 new Member States, nor with Croatia that only joined in July 2013.

3 The size of states influences their behaviour and policies (for a discussion on the importance of the size
of states, see Thorhallsson, 2006). Size of the countries could be divided into five categories:
sovereignty size, political size, economic size, perceptual size and preference size.

4 Estonia and Lithuania had a currency board vis-à-vis the euro while Latvia had a currency band vis-à-
vis the euro (±1 per cent).

5 Official of the Slovak ministry of finance, interview with the author, 25 November 2009.
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6 Former Minister of Finance of Slovenia, interview with the authors, 7 July 2009.
7 In 2009, the GDP of Latvia contracted by almost 18 per cent (European Commission, 2011, p. 125).
8 Latvian official of the ministry of finance, interview with the author, 15 October 2009.
9 Many countries had difficulties staying in the ERM of the European Monetary System in the 1980s.
But by 1990 it was well-established and most countries stayed in. Yet, Italy and the United Kingdom
experienced difficulties when they finally joined (or in the case of Italy it had been in but had
wider bands). After the debacle of Italy and the United Kingdom, revisions were made to the
ERM (subsequently renamed ERM-2) with the widening of the exchange rate parties from ±2.25 to
±15 per cent for all currencies (except the Dutch–German exchange rate).

10 ODS was created by former President Václav Klaus whose role has been of particular importance and
who is an influential figure in the Czech political scene. Klaus resigned as honorary chair of the party in
2008. Klaus – who was elected as a president for two terms (2003–2013) – is a eurosceptic and has
been very critical of the euro.

11 The 62.6 per cent turnout in the elections gave ČSSD 22.08 per cent; ODS 20.22 per cent, Tradice
Odpovědnost Prosperita 09 (TOP 09) 16.70 per cent, the Communist party (Komunisticka str. Cech a
Moravy, KSČM) 11.27 per cent and the Public Affairs party (Věci Veřejné, VV, a conservative liberal
party) 10.88 per cent (Czech Statistical Office, 2010).

12 Aside from constitutional amendments in which the President’s powers are limited, according to the
Czech constitution the President has a veto power enabling him to send bills back to the parliament or
avoid signing legislation – which results in its not being passed.

13 Since July 2015, he has been serving as the Political Secretary of the Ministry, Director of Minister’s
Cabinet.

14 The meeting was attended by the President, Prime Minster, Finance Minister, and President of the
CNB, and the new CNB board member (appointed by Zeman).

15 FIDESZ was founded in 1988 as a youth, anti-communist party. It was named Fiatal Demokraták
Szövetsége (the Alliance of Young Democrats).

16 With the exception of some insignificant extreme right and left parties, during this time the major political
parties were pro-euro (interviews with MoF and MNB officials, June 2009; see Greskovits, 2006).

17 It was not until 2007 that the efforts to downsize the public sector succeeded – 60 000 public servants
were fired (Greskovits, 2008, p. 291).

18 In addition to FIDESZ, the Christian Democratic People’s Party (Kereszténydemokrata Néppárt,
KDNP) was in its joint list. KDNP is officially FIDESZ’s coalition partner. However, it is viewed as a
satellite of FIDESZ.

19 A pro-European party that falls in the Christian democratic, liberal-conservative category.
20 A neoconservative and Eurosceptic party.
21 Chapter X, Article 227.1 of the 1997 Polish Constitution gives the NBP ‘the exclusive right to issue

money as well as to formulate and implement monetary policy. The National Bank of Poland shall be
responsible for the value of Polish currency’ (Dziennik Ustaw, 1997).

22 With a turnout of 48.92 per cent, PO won 39.19 per cent, followed by its rival PiS with 29.89 per cent.
PO’s ally and current government partner, PSL, won 8.24 per cent of the votes while SLD won
8.36 per cent and Paliku Movement (Ruch Palikota, RP) 4.67 per cent.

23 Tusk gave up his seat to the PO member Ewa Kopacz (former speaker of the Sejm) to become the
President of the European Council.

24 Although Péter Medgyessy was independent, the MSZP nominated him to be the Prime Minister after
the 2002 parliamentary elections. Owing to conflicts with the SZDSZ (the coalition party in the
government with the MSZP), he resigned in August 2004.

25 Jarai’s views were strongly influenced by the official 2006 target date to adopt the euro and he was
critical of the government’s unrealistic promises to increase wages and benefits for employees
regardless of its effect on increasing inflation and the public deficit (interviews with MNB officials,
June 2009).
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26 He was appointed while PiS was in power in 2007 and had no monetary policy experience before
becoming the central bank governor.

27 The Sejm approved the appointment of Marek Belka as the new President of the NBP on 10 June 2010.
Belka is considered a politically neutral (Financial Times, 2010b).

References

Bernhard, W., Broz, L. and Clark, W.R. (2002) The political economy of monetary institutions.
International Organization 56(4): 697–723.

Bernhard, W. and Leblang, D. (1999) Democratic institutions and exchange-rate commitments. Inter-
national Organization 53(1): 71–97.

Bohle, D. and Greskovits, B. (2012) Capitalist Diversity on Europe’s Periphery. Ithaca, NY: Cornell
University Press.

Buiter, W.H. (2000) Optimal currency areas: Scottish Economic Society/Royal Bank of Scotland annual
lecture, 1999. Scottish Journal of Political Economy 47(3): 213–250.

Clark, W.R. (2002) Partisan and electoral motivations and the choice of monetary institutions under fully
mobile capital. International Organization 56(4): 725–749.

Connolly, R. (2013) The Economic Sources of Social Order Development in Post-socialist Eastern
Europe. London: Routledge.

Czech Ministry of Finance (2009) Assessment of the fulfilment of the Maastricht convergence criteria and
the degree of economic alignment of the Czech Republic with the euro area: A joint document of the
Ministry of Finance of the Czech Republic and the Czech National Bank approved by the Government
of the Czech Republic on 21 December.

Czech National Bank (2008a) The Czech Republic’s Updated Euro-Area Accession Strategy: A Joint
Document of the Czech Government and the Czech National Bank.

Czech National Bank (2008b) Assessment of the fulfilment of the Maastricht convergence criteria and the
degree of economic alignment of the Czech Republic with the euro area: A joint document of the
Ministry of Finance of the Czech Republic and the Czech National Bank approved by the Government
of the Czech Republic on 16 December.

Czech Statistical Office (2010) Election to the chamber of deputies of the parliament of the Czech
Republic, held on 28–29 May 2010, http://www.election.cz/pls/ps2010/ps2?xjazyk=EN, accessed
26 September 2010.

Dandashly, A. (2015) The political impediments to euro adoption in Poland. Problems of Post-
Communism 62(5): 287–298.

Dandashly, A. and Verdun, A. (forthcoming) Boarding the euro plane: Euro adoption in the Czech
Republic and Slovakia. Review of European and Russian Affairs 9.

Darvas, Z. (2008) The rise and fall of Hungary. The Guardian 29 October.
De Grauwe, P. and Schnabl, G. (2004) Exchange Rate Regime and Macroeconomic Stability in Central

and Eastern Europe. Center for Economic Studies and Ifo Institute, CESIfo Working Paper, No. 1182
April, Munich-Germany.

Deutsche Welle (2007) The euro is coming to Poland – But when? 13 January.
Dyson, K. (ed.) (2006) Enlarging the Euro Area: External Empowerment and Domestic Transformation in

East Central Europe. Oxford: Oxford University Press.
Dyson, K. (ed.) (2008) The Euro at 10: Europeanization, Power and Convergence. Oxford: Oxford

University Press.
Dyson, K. and Featherstone, K. (1999) The Road to Maastricht: Negotiating Economic and Monetary

Union. Oxford: Oxford University Press.



” 2016 Macmillan Publishers Ltd. 1472-4790 Comparative European Politics Vol. 16, 3, 385–412410

Dandashly and Verdun

Dyson, K. and Marcussen, M. (eds.) (2009) Central Banks in the Age of the Euro: Europeanization,
Convergence and Power. Oxford: Oxford University Press.

Dziennik Ustaw (1997) The Constitution of the Republic of Poland as adopted by the National Assembly
on 2 April 1997, No. 78, item 483, Warsaw, Poland.

Economic Intelligence Unit (EIU) (2008) Hungary: Country Profile. London.
Eichengreen, B. (2012) European monetary integration with benefit of hindsight. Journal of Common

Market Studies 50(S1): 123–136.
Epstein, R.A. and Johnson, J. (2010) Uneven integration: Economic and monetary union in Central and

Eastern Europe. Journal of Common Market Studies 48(5): 1237–1260.
ERSTE (2008) Euro Adoption in CEE: Special Report. May, http://www.slsp.sk/downloads/EN_Specialny_

komentar/2008/20080508_special_report_euro_svk.pdf, accessed 2 March 2009.
EUbusiness (2010) Hungary ‘had to introduce bank tax’. 13 September.
EUobserver (2008) Crisis will delay Czech euro adoption, says bank chief. 13 October.
EurActiv (2005) The race for the euro: Hungary running out of steam? 21 April.
EurActiv (2007) Hungary plans euro adoption road map. 22 February.
EurActiv (2014) Prague pledges to do ‘everything’ to join euro in four years. By Petr Drulák, 11 September.
European Commission (2007) Introduction of the Euro in the New Member States: Summary. Flash

Eurobarometer 214, Brussels, Belgium.
European Commission (2008) Introduction of the Euro in the New Member States: Analytical Report.

Eurobarometer, Brussels, Belgium.
European Commission (2009) Introduction of the Euro in the New Member States: Analytical Report.

Eurobarometer, Brussels, Belgium.
European Commission (2010) Introduction of the Euro in the New Member States: Analytical Report.

Eurobarometer, Brussels, Belgium.
European Commission (2011) European economic forecast Autumn 2011. In: European Economy.

Brussels, Belgium, p. 6.
European Commission (2015) Introduction of the euro in the member states that have not yet adopted the

common currency. In: Flash Eurobarometer 418, Brussels, Belgium.
Eurostat Data (2015) http://ec.europa.eu/eurostat/data/database, accessed 15 November.
Fazekas, K. (2004) Low participation and regional inequalities – Interrelated features of the Hungarian

labor market, case study. Paper presented at the conference Demographic Changes and Labor Markets
in Transition Economies, organized by the Institute of Economic Research (IER), Hitotsubashi
University; 20–21 February, Tokyo, Japan.

Featherstone, K. and Papadimitriou, D. (2008) The Limits of Europeanization: Reform Capacity and Policy
Conflict in Greece. Houndmills, UK: Palgrave Macmillan.

Feldstein, M. (2011) Vaclav Klaus and the Euro. Cambridge, MA, March, http://www.nber.org/feldstein/
essaysinhonorofVaclavKlaus.pdf, accessed 6 December 2011.

Financial Times (2010a) Has Hungary’s PM done enough? 9 June.
Financial Times (2010b) Marek Belka tapped to be Poland’s new central bank governor. 27 May.
Financial Times (2015) Euro entry looms large in Polish election campaign. 20 July.
Frieden, J.A. (1991) Invested interests: The politics of national economic policies in a world of global

finance. International Organization 45(4): 425–451.
Frieden, J.A. (2002) Real sources of European currency policy: Sectoral interests and European monetary

integration. International Organization 56(4): 831–860.
Greskovits, B. (2006) The first shall be the last? Hungary’s road to EMU. In: K. Dyson (ed.) Enlarging the

Euro Area: External Empowerment and Domestic Transformation in East Central Europe. Oxford:
Oxford University Press, pp. 178–196.

Greskovits, B. (2008) Hungary and Slovakia: Compliance and its discontent. In: K. Dyson (ed.) The Euro
at 10: Europeanization, Power and Convergence. Oxford: Oxford University Press, pp. 274–291.



” 2016 Macmillan Publishers Ltd. 1472-4790 Comparative European Politics Vol. 16, 3, 385–412 411

Euro adoption in the Czech Republic, Hungary and Poland

Geršl, A. (2006) Political pressure on central banks: The case of the Czech National Bank. Finance a úvěr–
Czech Journal of Economics and Finance 56(1/2): 18–39.

Hallerberg, M. (2002) Veto players and the choice of monetary institutions. International Organization
56(4): 775–802.

Hanley, S. (2007) The New Right in the New Europe: Czech Transformation and Right-Wing Politics,
1998–2006. London and New York: Routledge.

Haughton, T. (2009) For business, for pleasure or for necessity? The Czech Republic’s choices for Europe.
Europe-Asia Studies 61(8): 1371–1392.

Horvath, J. (2009) Global financial crisis: Implications for the Hungarian and the Slovak economy.
In: A. Dandashly, A. Surdej and H.T. Właszczuk (eds.) Global Financial Crisis and Euro Zone
Enlargement. Krakow, Poland: Adam Marszalek Publishing House, pp. 47–59.

Johnson, J. (2006) Two-track diffusion and central bank embeddedness: The politics of euro adoption in
Hungary and the Czech Republic. Review of International Political Economy 13(3): 361–386.

Keefer, P. and Stasavage, D. (2002) Checks and balances, private information, and the credibility of
monetary commitments. International Organization 56(4): 751–774.

Klaus, V. (2003) The future of Euro: A view of a concerned outsider. Prague, http://www.klaus.cz/clanky/
439, accessed 4 December 2014.

Král, D. (2010) The Czech 2010 elections: Beginning of a new political era? European Policies Initiative.
Policy Brief, 22 June.

Lipschitz, L., Lane, T. and Mourmouras, A. (2005) Real convergence, capital flows and monetary policy:
Notes on the European transition countries. In: S. Schadler (ed.) Euro Adoption in Central and Eastern
Europe: Opportunities and Challenges. Washington DC: International Monetary Fund (IMF), pp. 61–69.

Magyar Nemzeti Bank (2001) Act LVIII of 2001 on the Magyar Nemseti Bank, Budapest, Hungary.
Magyar Nemzeti Bank (2004) Public information ‘ECB: No need for amendment of the MNB Act’, http://

english.mnb.hu/Engine.aspx?page=mnben_sajtokozlemenyek&ContentID=6235.
Malovà, D. and Haughton, T. (2002) Making institutions in Central and Eastern Europe, and the impact of

Europe. West European Politics 25(2): 101–120.
Myant, M. and Drahokoupil, J. (2011) Transition Economies: Political Economy in Russia, Eastern

Europe, and Central Asia. Hoboken, NJ: John Wiley.
Olsen, J.P. (2002) The many faces of Europeanization. JCMS: Journal of Common Market Studies 40(4):

921–952.
Orenstein, M.A. (2001) Out of the Red: Building Capitalism and Democracy in Postcommunist Europe.

Ann Arbor, MI: University of Michigan Press.
Pechova, A. (2012) Legitimising discourses in the framework of European integration: The politics of

Euro adoption in the Czech Republic and Slovakia. Review of International Political Economy 19(5):
779–807.

Polański, Z. (2004a) Poland and the euro zone enlargement: Monetary policy, ERM II, and other issues.
Atlantic Economic Journal 32(4): 280–292.

Polański, Z. (2004b) Poland and the European Union: The monetary policy dimension. Monetary policy
before Poland’s accession to the European Union. Polityka Pieniężna-Bank I Kredyt, May.

Prague Daily Monitor (2009) Czech euro adoption date to be set in Nov. 2 January.
Prague Post (2014) A decade after EU entry, the Czech Republic has yet to take steps toward the single

currency. 16 August.
Prague Post (2015a) Sobotka: Government won’t set euro date. 31 May.
Prague Post (2015b) Central Bank Governor speaks out on euro adoption. 21 April.
Radaelli, C.M. (2009) Measuring policy learning: Regulatory impact assessment in Europe. Journal of

European Public Policy 16(8): 1145–1164.
Reuters (2015) Multiculturalism does not work in Hungary, says Orban. 3 June.
Roland, G. (2002) The political economy of transition. The Journal of Economic Perspectives 16(1):

29–50.



” 2016 Macmillan Publishers Ltd. 1472-4790 Comparative European Politics Vol. 16, 3, 385–412412

Dandashly and Verdun

Sadeh, T. and Verdun, A. (2009) Explaining Europe’s monetary union: A survey of the literature.
International Studies Review 11(2): 277–301.

Sandholtz, W. (1993) Choosing union: Monetary politics and Maastricht. International Organization
46(1): 1–39.

Schadler, S. (ed.) (2005) Euro Adoption in Central and Eastern Europe: Opportunities and Challenges.
Washington DC: IMF.

Schimmelfennig, F. and Sedelmeier, U. (2004) Governance by conditionality: EU rule transfer to the
candidate countries of Central and Eastern Europe. Journal of European Public Policy 11(4):
661–679.

The Economist (2013) Orban’s soldiers: The government entrenches its power, to the European Union’s
dismay. 9 March.

The Wall Street Journal (2009) Poland’s premier fights with Central Bank. Tusk’s plan to save zloty runs
counter to Euro-skeptics. 20 February.

The Wall Street Journal (2014a) Hungary’s new notes speak of late conversion to euro. 1 September.
The Wall Street Journal (2014b) Polish leaders hope debate can change perception of euro.

10 October.
Thorhallsson, B. (2006) The size of states in the European Union: Theoretical and conceptual perspectives.

Journal of European Integration 28(1): 7–31.

Verdun, A. (2000) European Responses to Globalization and Financial Market Integration: Perceptions
of Economic and Monetary Union in Britain, France and Germany. Houndmills; New York: Palgrave
Macmillan; St. Martin’s Press.

Visegrad (2010) Euro versus national currencies in Visegrad countries, 28 May, http://www.visegrad.
info/monetary-policy–euro/factsheet/euro-versus-national-currencies-in-visegrad-countries.html,
accessed 9 December 2015.

Warsaw Voice (2006) Balcerowicz under fire. 22 March.
Willett, T.D., Chiu, E.M.C.P. and Walter, S. (2014) Fixed exchange rate regimes and financial markets as

sources of macroeconomic discipline. In: T. Oatley and W.K. Winecoff (eds.) Handbook of
International Political Economy. London: Edward Elgar, pp. 285–303.

Zito, A. and Schout, A. (2009) Learning theory reconsidered: EU integration theories and learning. Journal
of European Public Policy 16(8): 1103–1123.

Zubek, R. (2006) Poland: Unbalanced domestic leadership in negotiating fit. In: K. Dyson (ed.) Enlarging
the Euro Area: External Empowerment and Domestic Transformation in East Central Europe. Oxford:
Oxford University Press, pp. 197–214.

Zubek, R. (2008) Poland: From pacesetter to semi-permanent outsider. In: K. Dyson (ed.) The Euro at 10:
Europeanization, Power and Convergence. Oxford: Oxford University Press, pp. 292–306.


	Euro adoption in the Czech Republic, Hungaryand Poland: Laggards by default and laggardsby choice
	Abstract
	Introduction
	Overview of Euro Adoption in NMS and Case Selection
	The Politics of Euro Adoption – A Literature Review
	Electoral Cycles and Elites’ Preferences
	The Czech Republic
	Hungary
	Poland

	The Role of the Central Bank
	The Czech Republic
	Hungary
	Poland

	The Public Opinion
	The Czech Republic
	Hungary
	Poland

	A Three-Country Comparison
	Conclusion
	Acknowledgements
	Notes
	References




