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ABSTRACT

The aim of this thesis is to perform a qualitative content analysis of argumentations
of selected Czech political parties regarding the adoption of the euro in the Czech
Republic. In the first part, the thesis gives an overview of different dimensions of
arguments that can be used when referring to the euro adoption with respect to the
situation in the Czech Republic. It refers to academic and expert data from
independent individuals or institutions and presents positions that speak both “for”
and “against” the euro adoption, in order to give an objective view on the topic. In
the practical part, the thesis analyzes concrete argumentations of selected political
parties based on the data collected and the dimensions of arguments identified in
the first part.
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Introduction

The Czech Republic committed to adopt the euro as its national currency when entering the
European Union on May, 1, 2004, but has not yet fulfilled the obligation. Although the
expected date of the adoption was initially set between years 2009 — 2010, the Government
decided to postpone the decision three years later and has continually been doing so ever
since. Its reasoning is based on profound analyses published together by the Czech National
Bank and the Ministry of Finance, which assess the country’s economic preparedness towards
entering the eurozone on a yearly basis. Currently, the Czech Republic fulfills the majority of
the legally binding criteria for the euro adoption, but other aspects, such as the overall
economic convergence of the Czech and the eurozone economies, remain major arguments
that speak against it. All in all, the opinions of economic experts are highly divided and nobody
can clearly state whether the Czech Republic actually should adopt the single currency or not.

On the other hand, it is important to acknowledge that the euro adoption is ultimately a
matter of political decision, as it is taken by the member state’s governments and its political
representations. Although one could expect something as complex as a replacement of the
national currency will be mostly evaluated with economic arguments and analyses, experts
and scholars suggest that the respective debate is also strongly affected by views of the
politicians and their electorates on the European Union as such and by the extent to which
the new currency adoption impairs the national identity and culture of the population.
Therefore, the aim this thesis is analyze dimensions of argumentations of the Czech
parliamentary political parties that can have an influence on the euro adoption.

The aim of this thesis is to perform a qualitative content analysis of argumentations of selected
Czech political parties regarding the adoption of the euro in the Czech Republic. In the first
part, the thesis gives an overview of different dimensions of arguments that can be used when
referring to the euro adoption with respect to the situation in the Czech Republic. It refers to
academic and expert data from independent individuals or institutions and presents positions
that speak both “for” and “against” the euro adoption, in order to give an objective view on
the topic. In the practical part, the thesis analyzes concrete argumentations of selected
political parties based on the data collected and the dimensions of arguments identified in the
first part.



1. Methodology

The thesis consists of two main parts — the theoretical and the practical part. In the first part,
| identify and describe different dimensions of arguments that can be used when referring to
the euro adoption with respect to the situation in the Czech Republic. The idea is to collect
ideally academic and expert data from independent individuals or institutions and present
positions that speak both for and against the euro adoption, in order to get an objective view
on the topic. In the practical part, | analyze the concrete arguments of the political parties
currently incumbent in the Czech Chamber of Deputies based on the data collected and the
dimensions of arguments identified in the first part.

1.1. Theoretical part

According to multiple sources both from the Czech and foreign authors, | assume the euro
adoption can be viewed from three different points of view: economic, political and
sociocultural®. (Miriam S. Allam, 2008) (Parizek, 2011)

As regards the first dimension, | explain the economic theory behind currency unions and
describe the current state of the Czech economy with respect to the eurozone. A special
attention is paid to the analyses on the fulfilment of the Maastricht convergence criteria and
the alignment of the Czech and the eurozone economies, which are published jointly by the
Czech central bank and the Ministry of Finance and present the official economic position of
the Czech Republic towards the euro adoption.

Concerning the political perspective, | present potential political dimensions that the euro
adoption can take. Among others, | take inspiration from the work of Michal Parizek, an
academic researcher at the Institute of Political Studies at Charles University in Prague.
Although the Czech debate around the euro adoption in the last decade was seemingly
dominated by economic arguments, Parizek managed to empirically prove that the final
“decision to participate in the single currency rests on whether or not politicians and their
electorates are politically supportive of EU integration”. (Parizek, 2011) His conclusion was
made based on a thorough examination of a series of political discussions in the Czech TV
between various experts and the then two major Czech political parties (the right-wing ODS
and the left-wing CSSD) collected between the years 2007 — 2010.

The last perspective assumes that the euro has an impact on the culture and identity of the
society where it is adopted. There is not much literature on this topic and it is clearly the least
relevant of the three. However, as shown in the practical part, some political parties still use

1 Some sources refer to this dimension of arguments as “historical-ideational” (Miriam S. Allam, 2008). | chose a
wider term “sociocultural”, which | believe is more comprehensive and better illustrative in this matter.



arguments from the socio-cultural point of view in their argumentation regarding the euro
adoption.

It is important to state that none of the three perspectives will be able to answer whether the
Czech Republic actually should adopt the single currency or not, as the opinions of experts
across various scientific fields differ and there is simply no unambiguous answer to that.
(Tdma, 2017)

1.2. Practical part

In the practical part, | perform a qualitative content analysis, which is a qualitative research
technique used to interpret the meaning of the content of various types of data, find links and
patterns among such data and make comparisons. (Hsiu-Fang Hsieh, 2005) In my research, |
examine the argumentations regarding the euro adoption of the 9 Czech political parties’ that
were elected to the Parliament in the latest 2017 elections. The list of the scrutinized parties
can be found below. For the sake of simplicity, | am using the abbreviations of the parties’
names taken from the Czech language throughout my work as follows:

e ANO (Action of Dissatisfied Citizens)

e ODS (The Civic Democratic Party)

e Pirates (The Czech Pirate Party)

e SPD (Freedom and Direct Democracy — Tomio Okamura)

e KSCM (The Communist Party of Bohemia and Moravia)

e (€SSD (The Czech Social Democratic Party)

e KDU-CSL (The Christian and Democratic Union — Czechoslovak People's Party)
e TOPO09

e STAN (Mayors and Independents)

In order to facilitate the research process, | work with the ATLAS.ti software which allows to
systematically arrange, reassemble and manage large bodies of textual, graphical, audio or
video data. By analyzing a huge variety of publicly available material containing arguments of
the parliamentary political parties, such as recordings of political debates, interviews, political
programs, opinions and statements, | manage to summarize each party’s argumentation
regarding the euro adoption on 3 levels — | determine each party’s opinion on the single
currency in terms of favoring, opposing or being neutral to its adoption, | depict the proportion
of its arguments by the dimension of argumentation (economic, political, socio-cultural), and
finally 1 list each party’s concrete arguments in order to wrap up its overall position on the
euro. Further and more detailed information on my research and the functioning of ATLAS.ti
is explained in the beginning of the practical part (Chapter 6), as it follows up on the theoretical
part.



All'in all, I analyzed 91 different sources between the years 2013 — 2018, which were selected
from the following media publishers based on relevance:

e Czech Television (CT)

The CTis a Czech public television broadcaster and its total market share of around 31% makes
it the biggest of all TV broadcasting companies in the country. (CTK, 2018) It organizes debates
and interviews with independent experts and politicians from parties of the whole political
spectrum and is considered to be very balanced and objective. (Hordk, 2018) From all the
analyzed media publishers, the Czech Television, for instance, organized the biggest pre-
election debate on the euro adoption among politicians in the past 5 years.

e Hospodaiské noviny (“Economic Newspaper”)

Hospodarské noviny is a daily electronic and paper form newspaper with a specific focus on
economics and related topics and it is rated as the press service with the highest quality
economic news on the Czech market. (Hospodarské noviny, © 2018) As regards the euro
adoption, it is therefore one of the most relevant media publishers in the Czech Republic. In
my work, | used various articles, interviews and surveys conducted by Hospodarské noviny
about the euro between all of the researched political parties.

e Blesk (“Flash”)

Unlike Hospodarské noviny, Blesk has a much more general focus and is considered a tabloid
newspaper. It was chosen as it is the Czech best-selling and most widely read newspaper and
can serve as a counterpart to the more professional Hospodarské noviny (MediaGuru, 2018).
| followed the logic that it is relevant to seek for both expert and less expert argumentation,
no matter who the recipient of the message is, as all the arguments ultimately form the public
opinion and shape the debate on the euro adoption.

e Websites and social media profiles

Lastly, | sourced information from the social media profiles and websites of each of the
researched political party, where they publish their political programs, opinions and
statements. These sources are particularly important, as they can provide one-sided
information that remain unchallenged and undisputed by the opposition.



2. Characteristics of the eurozone

Before describing the dimensions of the arguments that take part in the debate on the euro
adoption, it is relevant to explain the general characteristics of the European monetary union
and see how it functions. To begin with, let us look at six different stages of economic
integration and the position of the eurozone within.?

2.1.Stages of economic integration
2.1.1. Preferential trading area (a.k.a. preferential trade agreement or PTA)

In its broad term, a PTA exists when there is an agreement on reducing or eliminating the
customs tariffs on selected goods between two or more countries (bi-lateral or multi-lateral
agreements). Being the first stage of integration, it is often viewed only as a first small step
towards further development and the advancement to an FTA. (Economics Online, © 2018)
To give an example, in 2003, India and Afghanistan have signed a PTA between each other on
tea, dried fruits and other foodstuffs. (Department of Commerce, Government of India, 2003)

2.1.2. Freetrade area (FTA)

An FTA, being basically an extension of a PTA, is a trading bloc that reduces or eliminates
completely customs tariffs on all goods between participating countries. (Economics Online,
© 2018) Apart from others, we can mention very well-known examples such as the European
Free Trade Agreement (EFTA, est. 1960) between Iceland, Liechtenstein, Norway and
Switzerland or North American Free Trade Agreement (NAFTA, est. 1994) among Canada, USA
and Mexico.

2.1.3. Customs union

A customs union, like the previous stages, serves as a driver to encourage mutual trade by
eliminating the customs duties on goods between countries involved. Unlike FTAs, however,
these unions usually impose a common external tariff (CET) on imports from third party
countries, thus effectively eliminating the possibilities of arbitrage. In other words, all goods
entering the union, no matter which country they go to, are subject to the same tariffs.
(Economics Online, © 2018) An example could be the Southern African Customs Union (SACU,
est. 1910) currently arranged between Botswana, Lesotho, Namibia, South Africa and
Swaziland or the Andean Community in the South American region (formerly the Andean
Group, est. 1969, today referred to as CAN) (The Editors of Encyclopaedia Britannica, ©2018),
which is at the moment represented by Bolivia, Colombia, Ecuador and Peru.

2 There are various sources that distinguish even more levels of economic integration and some of them might
slightly differ from the ones mentioned here. However, as this is not the core topic of this thesis, we only mention
the 6 general stages as described by the European Commission.



2.1.4. Common market

A common market can be viewed as a group of countries that not only promotes mutual trade
by duty free exchange of goods, but also allows free movement of capital, labor and services
(a.k.a. four economic freedoms). Moreover, as well as eliminating internal tariffs and imposing
CETs, the countries reduce or eliminate non-tariff barriers. Creating a common market usually
requires establishing a certain level of harmonization of various micro-economic policies, such
as monopoly power regulation and other anti-competitive practices, plus common rules
regarding product standards. (Economics Online, © 2018)

Apart from the already mentioned EEC in the European context, the ambition to create a
common market has been, for instance, also pursued in South America within the Mercosur
trade bloc since 1991. However, some experts say that the members haven’t yet reached as
close integration as originally intended due to various conflicts and failures in coordinating
their trading policies towards third countries. The bloc currently consists of four full members,
i.e. Argentina, Brazil, Paraguay, Uruguay, and Venezuela, the membership of which was
suspended in December 2016, however. Formally, its status is “only” a customs union given
by the Protocol of Ouro Preto signed in 1994. (Claire Felter, 2018)

Moreover, the European Commission also distinguishes an integration stage referred to as the
single market (a.k.a. internal market), which was reached among the European countries after
the Maastricht Treaty came into force in 1993. The single market can be viewed as a common
market that puts emphasis on removing trade barriers, like technical standards and taxes,
making it even more harmonized. Its current members are at present all the 28 EU member
states and the EFTA countries that have various degrees of participation. (European
Commission, 2015)

2.1.5. Economic and monetary union (EMU)

The economic and monetary union (EMU) is yet another step further in possible integration
of countries, which leads to scrapping individual currencies and adopting a shared one, among
others. Generally speaking, this is currently the stage that was formally reached in the
European Union. However, we have to distinguish between the EMU and the euro area. EMU
(along with a common market) as an integration stage was already established by the
Maastricht Treaty and thus all of the EU countries are also members of the EMU. However,
not all of them are members of the euro area (a.k.a. eurozone), which means that they have
not yet adopted a common currency. Currently, seven EU countries (Bulgaria, Croatia, Czech
Republic, Hungary, Poland, Romania, and Sweden) have a status of “Member States with a
derogation”, meaning that they have not yet fulfilled the necessary conditions for the
adoption of the euro — the Maastricht criteria — even though they are obliged to do so in the
future. Additionally, Denmark and the UK negotiated an opt-out and are therefore relieved
from this obligation. All in all, we cannot simply determine the level to which the EU is



integrated, but it is considered a hybrid between stage 4 and 5 of the above. (European
Commission, 2015)

Apart from the EU, a union that bears characteristics of an EMU was formed within countries
in the Caribbean Sea — the Organization of Eastern Caribbean States (OECS). As an
international inter-governmental institution, it is “(...) dedicated to economic harmonization
and integration, protection of human and legal rights, and the encouragement of good
governance among independent and non-independent countries in the Eastern Caribbean.” (
Organisation of Eastern Caribbean States, © 2016) Moreover, majority of its members use the
Eastern Caribbean Dollar (ECD) as a common currency, which is overseen by one central bank
(Eastern Caribbean Central Bank - ECCB). ( Organisation of Eastern Caribbean States, © 2016)

2.1.6. Complete economic integration

The last stage to be reached in the process of integration of countries is a union that involves
all the above, but further expands into the harmonization and cooperation in all policies,
including fiscal policy, taxation and other economic policies. (European Commission, 2015)

2.2.Economic and monetary policy of the eurozone

The monetary policy of the euro area is conducted centrally and independently by the
European Central Bank (ECB) headquartered in Frankfurt, Germany. Its supreme decision-
making body is the Governing Council, consisting of six Executive Board members and the
governors of the national central banks from the 19 eurozone member countries. Together,
they take decisions on monetary objectives, key interest rates, the supply of reserves, etc.,
with the aim to maintain price stability and safeguard the value of the euro that is essential
for ensuring high employment and economic growth. (The European Central Bank (ECB),
Copyright 2018)

The ECB together with the central banks of all 28 EU countries form the European System of
Central Banks (ESCB), while the ECB with the central banks of the 19 eurozone members form
the Eurosystem. Moreover, it is relevant to mention the Eurogroup, which is an informal
grouping of the ministers of economy and finance from the eurozone countries who together
discuss policy coordination in the euro area and related issues. Their meetings are also
accompanied by the European Commission and the ECB.

Unlike monetary policy, the fiscal policy of the EMU remains to a bigger extent in the individual
domain of member states. Nevertheless, there are still certain rules set by the EU treaties,
such as the limits for government deficit and debt. The countries’ fiscal discipline is then
controlled with the so-called Fiscal Compact (as part of the Treaty on Stability, Coordination
and Governance in the Economic and Monetary Union, TSCG), which allows to initiate an
excessive deficit procedure against an EU country that breaches the limits. If no corrective
action is taken on time, the respective country can face financial sanctions. (European
Commission, 2015)



2.3. Maastricht convergence criteria

The Maastricht convergence criteria were created within the Maastricht Treaty to ensure that

an EU country’s economy is sufficiently prepared for the adoption of the euro. They provide

rules for the sustainability and stability of public finances, inflation and exchange rate, which

have to be fulfilled by each new candidate country before it enters the eurozone.

Table 1 - Maastricht convergence criteria

Price stability

Sound public finances

Sustainable public finances

Durability of convergence

Exchange rate stability

Source: (European Commission, 2015)

Harmonized consumer price
inflation rate

Government deficit as a % of

GDP

Government debt as a % of
GDP

Long-term interest rate

Deviation from a central rate

2.4. Theory of optimum currency areas

Not more than 1.5
percentage points above the
rate of the three best
performing EU countries
Reference value: not more
than 3 %

Reference value: Not more
than 60 %

Not more than 2 percentage
points above the rate of the
three best performing EU
countries in terms of price
stability

Participation in ERM Il for at
least 2 years without severe
tensions (the domestic
currency is only allowed to
float within a range of £15%
with respect to a central rate
against the euro)

Before a country can be admitted to the eurozone, it also has to consider its economic

alignment with the already existing members and the ability to adjust to potential economic

shocks. Let us now look at a broader economic theory behind.

In 1961, a Canadian economist Robert A. Mundell® published his theory of the optimal

currency area (OCA), which implies that it is advantageous for countries to give up on

3 1n 1999, Robert A. Mundell received the Nobel Memorial Prize in Economic Sciences "(...) for his analysis of
monetary and fiscal policy under different exchange rate regimes and his analysis of optimum currency areas."

(Nobel Prize, © 2018)



individual monetary policies and adopt a common currency (or simply a fixed exchange rate
administration), because they stimulate mutual international trade, increase aggregate
demand, reach higher competitiveness and decrease the general price level, etc. However, it
is crucial these countries fulfill certain criteria (see chapter 2.4.1.), otherwise they might suffer
from the impacts of asymmetric economic shocks* and a common currency might cause
adverse effects. Let us now build upon an example that Mundell used in his article on the
theory of OCA published in the American Economic Review in 1961. (Mundell, 1961)

Let us assume there are two countries (X, Z)°> with economies heavily dependent on the
production of two different goods that are substitutes to each other and they are initially in
full employment and balance of payments® equilibrium. Assuming further that country X is
based on the production of cars and country Z is based on the production of bicycles, a sudden
surge in oil prices would likely cause an asymmetric shock between these two regions.
Consumers would probably buy less cars and shift to bikes, which would decrease the demand
for cars in country X and increase the demand for bicycles in country Z, as shown below.

Figure 3 - Decrease in demand for cars in country X Figure 3 - Increase in demand for bicycles in country
(source: own creation) Z (source: own creation)
Country X Country Z
Pc I:,b

Demand (cars) =—Supply (cars) = Demand (bicycles) == Supply (bicycles)

Source: (Mundell, 1961), own creation. Source: (Mundell, 1961), own creation.

4 Asymmetric shocks can be defined as “(...) sudden and violent price movements that have varying effects on
different countries, industries, and sectors.” (InvestorGuide, © 2018)

5 In the original paper, Mundell used countries A, B and didn’t specify the goods traded. | decided to use more
distinct X, Z and broaden the example for better understanding.

6 The balance of payments is “(...) a statement of all transactions made between entities in one country and the
rest of the world over a defined period of time, (...)” (Investopedia, 2017)

In our simplified case the transactions are depicted as demand and supply curves, which are connected with just
two goods (cars and bicycles) traded between just two countries (X and Z).



Let us further assume the central banks act to prevent excessive inflation and that wages and
prices cannot be reduced in the short run without causing unemployment. In consequence of
the shift of demand from one country to another, car producers in X would have to decrease
wages and fire workers, which would lead to an overall raise of unemployment in the country.
In the case of Z, we would see a surplus in balance of payments and an increase in inflation,
as a result of bike producers raising their prices in order to outweigh the excess demand’.
Finally, the less Z allows its inflation level to increase, the worse will be the unemployment
level in X. (Mundell, 1961)

In such situations, Mundell points out that a common monetary policy cannot solve both
problems. If both countries had a single currency and the central bank applied a restrictive
monetary policy?, it would result in a lower level of consumer spending and the demand curves
in both countries would shift down. In consequence, it would decrease inflation in Z, but also
further deepen unemployment in X. If, on the other hand, they applied an expansionary
monetary policy, the demand curves would shift up, which would alleviate the unemployment
problem in X, but further increase inflation in Z. Therefore, the previous equilibrium disrupted
by the asymmetric shock would require a change in relative prices, in order to be restored. In
case the regions had different currencies, they could achieve this by altering the exchange
rates. If country X depreciated its currency compared to the currency of country Z, the demand
curve for cars would be driven up once again due to lower real prices and wages (though the
nominal values would stay the same)®. Thus, X would alleviate its unemployment problem and
recover its previous position. (European Parliament, 1998)

As this example suggests, a currency area cannot prevent both unemployment and inflation
at the same time®®. On the other hand, it is important to realize that separate countries with
flexible exchange rates cannot always solve the problem either, because in reality asymmetric
shocks usually influence industry-based regions rather than currency-based regions (as shown
in our simplified example, where a nation’s economy was dependent on one industry only).
As Mundell concludes, “(...) the argument for flexible exchange rates is only valid if currencies
are reorganized on a regional basis” (Mundell, 1961), which implies that an OCA should be a

7 Specifically, we are talking about the demand-pull inflation.

8 In simple terms, a restrictive monetary policy means that the central bank restricts the overall nation’s money
supply, which can be done by raising the banks’ reserve requirements, raising the interest rates to banks, etc.
(Your dictionary, © 1996-2018)

9 ”When a currency depreciates, imports become more expensive, so local customers tend to buy more local
products. Also, exports become more competitive internationally because they now cost less for the outside
consumers, so the demand for local products grows. As a result, local firms try to increase production, so they
often hire more personnel.” (Study.com, © 2003-2018)

10 The inverse relationship between unemployment and inflation was also studied by William Phillips. The
downward sloping Phillips curve, first described in 1958, shows how increasing inflation decreases
unemployment, and vice versa. It is, however, important to add that this phenomenon was to some extent
empirically disproved during the occurrence of stagflation in the 1970s in the UK and other countries, where high
levels of both inflation and unemployment were experienced.



more or less homogenous economic unit in order to prevent asymmetric impacts of economic
shocks.

All in all, Mundell and several other economists,*! that followed his assumptions, developed
various criteria that assess a country’s suitability for membership in a currency union. If these
criteria are met, the currency area can bring significant economic benefits to its members and
effectively absorb economic shocks at the same time. The criteria can be summed up into two
groups as follows:

2.4.1. Criteria that reduce the exposure of member countries to asymmetric shocks
2.4.1.1.  Countries’ similarity in economic structure

If the economies of all the countries involved in an OCA are based on similar industries and go
through similar business cycles, the impacts of economic shocks are symmetric and thus one
monetary policy can be used to serve all members analogically. (Jennifer Jager, 2013)

2.4.1.2.  Degree of economy opennesslz

This argument says that the more a country is open to international trade, the less it can
compensate asymmetric shocks with an individual currency and a flexible exchange rate. Let
us get back to our previous example, except this time country X has already depleted its
supplies of raw material, therefore it became a more open economy and imports its raw
material from abroad, where country Z is one of the main suppliers. If there is a sudden shift
of demand from cars to bicycles and country X wants to compensate the shift by depreciating
its currency, its cars become relatively cheaper to the outside consumers, but the raw material
it needs to import to forge car parts becomes relatively more expensive. In general terms, for
very open economies, any alteration of the nominal exchange rate is quickly followed by
nominal changes in the domestic prices of goods due to interconnectedness with other
economies and thus the real exchange rate is left unaffected. (Jennifer Jager, 2013)

2.4.1.3.  Degree of product diversification

This criterion says that the more the economies of countries in a currency union are
specialized into production of particular goods, the more the economic shocks hitting the
union will have asymmetric impact on its members. In other words, the union will be stable if
its members reach a high degree of product diversification. (Jennifer Jager, 2013)

11 Namely, we speak about R. I. McKinnon, P. Kenen, R.E. Baldwin, C. Wyplosz, B.J. Eichengreen, R. Clement, U.
Baleler and others. It is important to add that the description of OCA in this thesis is not exhaustive and it could
be studied into further detail. However, that would exceed the scope of this topic.

12 An open economy can be defined as “(...) market-economy mostly free from trade barriers and where exports
and imports form a large percentage of the GDP.” (BusinessDictionary, © 2018)



2.4.2. Criteria that facilitate the adjustment to asymmetric shocks
2.4.2.1.  Homogeneity of preferences

This criterion says that a currency union will be stable as long as the members maintain
homogenous preferences towards dealing with asymmetric shocks and there are no conflicts
on the political level. (Jennifer Jager, 2013)

2.4.2.2.  Mobility of labor and capital

As we could see in the example of countries X and Z, asymmetric shocks can have significant
impact on unemployment. However, if a currency union has a high degree of labor mobility*3,
the workers can migrate from the depressed regions to prospering regions, thus maintain
employment. Additionally, in a market with low trade barriers and a high degree of capital
mobility*4, physical goods and money can easily flow from a declining sector into more
favorable investments elsewhere. (Jennifer Jager, 2013)

2.4.2.3.  Transfer payments

Countries that give up their individual monetary policies in order to form an OCA can still use
their fiscal policy instruments as means of stabilization. For example, regions depressed by the
impact of an asymmetric shock can be subsidized via transfer payments coming from another
regions. Along with the mobility of labor and capital and the product market diversification,
transfer payments belong to key mechanisms for adjustment to asymmetric shocks. (Jennifer
Jager, 2013)

13 A high degree labor mobility is achieved if the countries abolish working visas, share the same work
requirements, use common language, etc.

14 The mobility of physical capital is achieved in the absence of tariffs, taxes, or other restrictions imposed by the
governments, while the mobility of financial capital is reached with low transaction costs and low exchange rate
risk (or simply if there is just one common currency).



3. Economic dimensions of the euro adoption

Now that we have summarized the characteristics of the eurozone and the underlying theory
of currency unions, let us look at the situation in the Czech Republic. The key players that form
the official economic position of the country towards the euro adoption are the Czech
Government and the Czech National Bank (CNB) that together cooperate on creating profound
expert studies about the economic situation in the Czech Republic and the eurozone. The main
paper outlining the plan of the country to enter the eurozone is The Czech Republic’s Euro-
area Accession Strategy, released in 2003 and revised 4 years later. Every year, this strategy
is also being complemented with reports on the Assessment of the Fulfilment of the
Maastricht Convergence Criteria and the Degree of Economic Alignment of the Czech
Republic with the Euro Area that are being made jointly by the CNB and the Czech Ministry
of Finance. Moreover, these reports are based on detailed data taken from the Analyses of
the Czech Republic’s Current Economic Alignment with the Euro Area prepared solely by the
CNB also on an annual basis.

Another important players are the ECB and the European Commission that provide an external
view in this regard. At least every two years, they publish Convergence Reports that describe
the progress of non-eurozone members in achieving the necessary criteria for the adoption of
the euro.

3.1.The Czech Republic’s Euro-area Accession Strategies (2003 & 2007)

The initial strategy was released in 2003 and it summarizes the factors of the Czech Republic’s
involvement in the EMU and describes the positive effects and potential risks associated with
adopting a single currency. It also gives a brief history of the EMU, introduces the systems and
institutions creating the euro area and describes its legal basis with particular focus on the
Maastricht convergence criteria. Its final chapter, in line with the Mundell theory,
acknowledges that “To benefit from the introduction of the euro, the Czech economy must
show a high degree of economic convergence, integration and alignment with the euro area.
After the loss of independent monetary policy, flexibility and the ability to adjust quickly to
economic shocks will be crucial for maintaining the good performance of the Czech economy.”
(Czech Government, Czech National Bank, © 2003 - 2018) Finally, the document recommends
undergoing the process of introduction ‘as soon as economic conditions allow doing so” and
the expected date is initially set around 2009 — 2010. (Czech Government, Czech National

Bank, © 2003 - 2018)

The 2007 updated strategy, being a revision of the previous document, provides a summary
of the preparedness to adopt the single currency in the Czech Republic and other EU states.
Regarding the Czech situation, it assesses the development in the preceding three years.
Although it shows compliance with majority of the Maastricht criteria, the document
particularly points out insufficient value of the government deficit, which was exceeded in
2005 and 2006 because of inadequate implementation of the fiscal reform and large increase



in social expenditure resulting from the pre-election measures. This and other shortcomings,
such as low flexibility of the Czech economy and the labor market in particular, structural
differences and misalignment of the business cycles, led the CNB and the Ministry of Finance
to give repeated recommendations to delay the adoption of the euro. At the end, no new date
of the currency changeover was chosen. “The euro adoption date will therefore depend on
resolving these problem areas in a fundamental reform of public finances and on enhancing
the flexibility of the Czech economy.” (Czech Government, Czech National Bank, © 2003 -
2018) Although it has been more than a decade, this strategy has not been reupdated ever
since. (Czech Government, Czech National Bank, © 2003 - 2018)

3.1.1. Advantages of the membership in the euro area

The positive effects of the eurozone accession can be viewed from two angles. Firstly, several
benefits should stem from various measures and potential structural reforms that must be
implemented when fulfilling the Maastricht criteria. When all the necessary conditions are
met, the country should reach sustainability in public financing and stability in the financial
sector, thus strengthening its overall economy and ensuring long-term growth. (Czech
Government, Czech National Bank, © 2003 - 2018)

Secondly, the Czech businesses that already operate with the euro would cease spending on
the currency conversion from the euro to Czech Koruna (and vice versa) and decrease
expenses used for hedging against exchange rate risk, which would reduce investment
uncertainty and enable enhanced strategic planning possibilities on the micro-level. This effect
would also increase price transparency, which would positively impact the household sector
and stimulate competition. All in all, we can expect that the adoption of the single currency
would create a more favorable environment for entrepreneurship, lead to more efficient
allocation of resources and subsequently support higher economic growth. (Czech
Government, Czech National Bank, © 2003 - 2018) (Parizek, 2011)

3.1.2. Disadvantages of the membership in the euro area

The main risks of adopting the euro would relate to the loss of an autonomous monetary
policy, because the country’s possibilities to mitigate negative effects emerging from
misalignment of economic cycles and structural discrepancies between the Czech Republic
and the euro area would be narrowed down. As the Czech economy has a rather one-sided
focus of its industry (car manufacture in particular), economic shocks that would occur could
have unequal and asymmetric impacts®>. On the other hand, as long as both the Czech and
the euro area economies are well aligned, one central monetary policy can suffice. (Czech
Government, Czech National Bank, © 2003 - 2018)

15 Considering a situation where the Czech Republic would be a eurozone member and there was a sudden
decrease in demand for cars produced in the EMU, the Czech economy would probably suffer much more than,
for instance, the economy of Lithuania, which has a significantly different structure of economy.



3.2. Assessment of the Fulfilment of the Maastricht Convergence Criteria

As the yearly reports on the Assessment of the Fulfilment of the Maastricht Convergence
Criteria show, the Czech Republic has already been successfully fulfilling the Maastricht
criteria for several years in a row, with the exception of a recent short-term surge in the level
of inflation and the ERM Il criterion, which was never entered, although it is informally being
met as well. Let us now look at the latest 2017 report summarizing the current preparedness
of the country towards the adoption of the single currency®. (Czech Government, Czech
National Bank, © 2003 - 2018)

3.2.1. Price stability

The Czech Republic has been fulfilling this criterion since 2013. Due to a significant fall in oil
prices, we could see the second lowest inflation rate in the history of the Czech Republic as an
independent country in 2015 and it continued to stay low throughout the following year as
well. At the end of 2016, however, the inflation rate started to accelerate more rapidly - mainly
due to an increase in prices in food, non-alcoholic beverage and accommodation caused by,
among others, the introduction of the electronic sales registration system. At the same time,
higher inflation is caused by domestic demand pressures caused by increasing economic
growth, related low unemployment and fast wage growth. In consequence, the criterion
reached its maximum possible value in 2017. According to the forecasts, though, it should be
met comfortably in the following years again. (Czech Government, Czech National Bank, ©
2003 - 2018)

Table 2 - Harmonized index of consumer prices (average for last 12 months vs. average for previous
12 months as of end of period; growth in %)

2014 2015 2016 2017 2018 2019 2020
Average of 3 countries with the lowest -0.2 -09 -0.8 0.9 1.1 1.3 1.5
inflation rate
Reference value 13 0.6 0.7 24 2.6 2.8 3.0

Czech Republic 0.4 0.3 0.6 2.4 2.3 1.9 1.7
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

3.2.2. Sound public finances

Regarding the government deficit criterion, the Czech Republic has been recording a surplus
since 2016, which results from the overall performance of the economic growth, higher
efficiency in combatting tax evasion, financial aid from EU funds, and others. Moreover, the
prospects for the future years show that such positive balance should increase even further,
presumably due to robust increase in tax revenues in an environment of high economic and

161t is important to mention that the 2017 data were taken at the turn of October and November, meaning they
might not reflect the whole year average values. Moreover, the 2018, 2019 and 2020 data are forecasts.



wage growth. Therefore, the criterion is expected to be met comfortably. (Czech Government,
Czech National Bank, © 2003 - 2018)

Table 3 - Government deficit (as % of GDP)

2014 2015 2016 2017 2018 2019 2020
Reference value -3.0 -3.0 -3.0 -3.0 -3.0 -3.0 -3.0
Czech Republic -19 -06 0.7 1.1 13 1.6 1.7

Source: (Czech Government, Czech National Bank, © 2003 - 2018)

3.2.3. Sustainable public finances

Although the government debt surged significantly between 2009 and 2012, mainly due to
the global financial and economic crisis, since 2014 the government debt-to-GDP ratio has
been falling gradually and is expected to do so in the future years as well. Moreover, the total
government debt in the Czech Republic is lower than the EU average, meaning there should
be enough space to avoid reaching the 60% Maastricht limit even in case of another severe
economic recession. In the long run, however, this positive trend can be threatened by the
adverse fiscal effects of population ageing. In particular, we can expect growing expenditures
on the public pension system or the health and long-term care systems. (Czech Government,
Czech National Bank, © 2003 - 2018)

Table 4 - Government debt (as % of GDP)

2014 2015 2016 2017 2018 2019 2020
Reference value 60.0 60.0 60.0 60.0 60.0 60.0 60.0

Czech Republic 42,2 40.0 36.8 34.7 33.1 321 30.9
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

3.2.4. Durability of convergence

In the recent years, the long-term interest rates on government bonds in the Czech Republic
have been rather low and stable, which reflects the credibility of fiscal policy and overall
macroeconomic and financial stability. Despite the fact that the values are expected to
increase in the future, there should be no problems fulfilling the criterion. In an environment
of subdued inflation and low interest rates across the EU, the yields on Czech government
bonds are expected to grow at only a very slow pace. (Czech Government, Czech National
Bank, © 2003 - 2018)



Table 5 - Long-term interest rates on government bonds (yields on government bonds with residual
maturity of 10 years; 12-month average; in %)

2014 2015 2016 2017 2018 2019 2020
Average of 3 countries with the lowest 1.8 1.8 2.1 2.8 3.4 1.7 3.6
inflation rate!’
Reference value 3.8 3.8 4.1 4.8 5.4 3.7 5.6

Czech Republic 1.6 0.5 0.4 0.9 1.5 2.0 2.3
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

3.2.5. Exchange rate stability

Assessment of this criterion can only be made on a theoretical level, because the Czech
Republic has not yet decided to enter the ERM Il. In case of the chart below, we can see the
development of the CZK/EUR exchange rate in the period of 2013 — 2017. The hypothetical
central parity is set at around CZK 27.5 (the average exchange rate in 2015 Q1) which is the
reference value for the allowed fluctuation band of £15%. From November 2013 till April 2017,
we can observe a quite significant depreciation of the koruna due to CNB’s exchange rate
commitment, but during the rest of the selected period it kept its market value of about CZK
25.5 compared to the euro. Even with these fluctuations, it is clear the criterion would have
been fulfilled without any difficulties. (Czech Government, Czech National Bank, © 2003 -
2018)
Figure 5 - Nominal CZK/EUR exchange rate
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17 The reason why the reference states are chosen based on the inflation rate again is because it is specifically
mentioned by law. Article 4 of Protocol No. 13 on the Convergence Criteria specifies that: “(...) a Member State
has had an average nominal long-term interest rate that does not exceed by more than two percentage points
that of, at most, the three best performing Member States in terms of price stability.”




3.3. Degree of Economic Alignment of the Czech Republic with the Euro Area

In the absence of an individual monetary policy as a result of joining the eurozone, the key
instrument of macroeconomic stabilization in the Czech Republic would become the fiscal
policy and several other adjustment mechanisms. The more these two regions are
economically aligned, the less there is need for such mechanisms. As seen below, the Czech
Republic has already reached a decent degree of alignment with the euro area, but since there
are still shortcomings in several areas, the Ministry of Finance together with the Czech
National Bank have always given a negative recommendation towards the euro adoption so
far. In order to keep coherence, the characteristics of alignment will be assessed using the
structure of Mundell’s OCA criteria.'® (Czech Government, Czech National Bank, © 2003 -
2018)

3.3.1. Regions’ similarity in economic structure

Looking at the structure of both economies, there are still visible differences consisting in a
higher share of industry and lower share of services. Moreover, the ratios have remained more
or less unchanged in the past 10 years. It is clear that without further development in this
regard, the structural misalignhment will continue to pose a threat when the euro is adopted.'®
(Czech Government, Czech National Bank, © 2003 - 2018)

18t is important to note that apart from the data mentioned here, the alighment of the Czech and the euro area
economies and possible adjustment mechanisms can also be assessed with couple of more indicators, such as
the similarity of monetary policy transmission or the shock-absorbing capacity of the banking sector. However, |
omit these areas as they are already highly technical and reach beyond the scope of this thesis.

1% Note: In figure 4, the sectors are broken down by NACE classification: A: agriculture, forestry and fishing; B—F:
industry and construction; G-L: services (trade, transport, ICT, financial intermediation, real estate services); M—
U: other services.



Figure 7 - Sectoral structure of the economy in 2016 in selected countries (in % of
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As for the business cycles, the CNB and the Ministry of Finance analyses show a sustained high
level of alignment between the Czech Republic and the euro area in terms of overall economic
activities. One of the indicators the CNB uses to measure this is the real annual GDP growth?°,
as shown in the chart below. In the past 10 years, the GDP growth in the Czech Republic has
more or less shadowed the growth in the eurozone, except the period between 2013 and 2017
which was partly influenced by the CNB exchange rate commitment.

20 Real GDP differs from the nominal GDP by the fact that it is adjusted for inflation.



Figure 9 - Real GDP growth in the Czech Republic and the euro area (year-on-year,
seasonally adjusted, in %)
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Source: (Czech Government, Czech National Bank, © 2003 - 2018)

When comparing the similarity of two or more regions, it is also relevant to look at the GDP
measured in purchasing power parity (PPP), which allows to eliminate the influence of
currencies’ exchange rates on the prices of goods and consider the actual purchasing power
of the population in each region. Except the years that followed after the economic crisis, we
can see that the Czech Republic has been continuously converging to the euro area in the past
decade.

Table 6 - GDP per capita at purchasing power parity (as % of the euro area average; euro area =
100)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
(074 75.1 77.1 78.6 76.4 77.0 76.8 78.3 81.0 81.8 825
AT 113.3 1144 116.2 1164 118.4 1225 122.7 1214 119.8 119.2
DE 107.0 107.7 107.9 1109 114.2 1154 116.1 117.7 116.2 115.9
PL 484  51.1 54.9 57.8 60.3 62.5 62.6 63.3 64.3 65.3

SK 61.1 65.5 65.4 69.1 69.1 70.5 71.7 72.4 72.4 72.7
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

However, it is also equally important to look at the average price level of goods and services
produced and also the wage levels, which indicate that there is still a big space for further
convergence between the Czech Republic and the euro area. Currently, a Czech consumer is
still much better off when buying goods in his domestic market than in Austria, for instance.



Table 7 - Average price level of GDP (as % of the euro area average; euro area = 100)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
(074 62.7 69.2 64.9 68.2 69.6  68.3 65.1 61.3 62.5 63.4
AT 105.8 106.0 106.1 106.3 106.5 105.1 1054 106.2 106.2 106.2
DE 102.1 101.8 102.0 1015 101.1 101.7 1025 1024 103.1 103.7
PL 59.7 65.1 544 570 56.0 554 556 56.1 56.2 53.6

SK 60.2 64.2 64.9 63.3 64.8 65.2 65.0 64.4 64.7 64.9
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

Figure 11 - Average annual wage in 2016 in selected countries
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3.3.2. Degree of economy openness

The openness of the Czech economy can be translated into the trade and ownership links it
maintains with the euro area. The eurozone represents about 67% of Czech exports and 60%
of Czech imports, which has long been one of the strongest arguments for adopting the single
currency, as it would eliminate exchange rate risk and transaction costs. Moreover, intensive
ownership integration between the two regions, as represented by a high level of FDI coming
from euro area investors, increases the probability of economic alignment, thus reducing the
risks of asymmetric shocks if the single currency were to be adopted. (Czech Government,
Czech National Bank, © 2003 - 2018)



Figure 13 - Shares of imports and exports with the euro area in 2017 in
selected countries (in % of total imports and exports)
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3.3.3. Degree of product diversification

In its studies, the CNB and MF analyze the product market flexibility?!, measured with the
Global Competitiveness Index?2. All in all, the Czech Republic’s ranking in the area of barriers
to growth and competitiveness have been slightly improving throughout the past 10 years,
but there are still visible shortcomings negatively affecting the business environment and thus
the product market flexibility as such. As shown in the chart below, the score on the overall
macroeconomic environment is competitive, but other areas, such as the quality of
infrastructure and institutions (enforceability of law, regulatory environment, etc.), pace of
innovation (availability of scientists and engineers, company spending on R&D, etc.), market
size or business sophistication (quality and quantity of local suppliers, etc.), remain a
weakness. (Czech Government, Czech National Bank, © 2003 - 2018) (Klaus Schwab, 2017)

21 Unlike the Intereconomics journal, The CNB and MF analyses categorizes product market flexibility as an
adjustment mechanism, so technically it would belong to the second group of OCA criteria. In order to make a
coherent structure, however, | decided to keep it here.

22 Note: The Global Competitiveness Index evaluates countries’ competitiveness by means of scores in 12 pillars
grouped into three categories (basic requirements, innovation and efficiency). The index takes values in the range
of 1-7, with a higher index value meaning higher competitiveness.



Figure 15 - Global Competitiveness Index in selected countries in 2017 - 2018
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In order to further look at product diversification in particular, we can analyze the main areas
of production of Czech firms. The economy has long been dominated by the vehicle industry,
which is why cars and vehicle parts account for more than 1/4 of all the manufacturing
industry and 20% of total exports. Other key sectors are, for instance, the production of
computers and electronic devices, production of plastic materials, and foodstuffs industry,
each of them accounting for about 6,5 - 8,4% of the total manufacturing industry. A shock that
negatively influences some of these industries —and especially the car industry — can therefore
have a severe impact on the overall performance of the Czech economy. (Ministerstvo
pramyslu a obchodu, 2018)

3.3.4. Homogeneity of preferences

There are no particular references to this criterion in the CNB and MF analyses. However, the
practical part clearly shows that the preferences of the Czech political parties towards dealing
with asymmetric shocks and the euro adoption in general are largely heterogeneous, which is
one of the main reasons why the Czech Republic cannot come to an agreement regarding the
eurozone membership.

3.3.5. Mobility of labor and capital

As regards labor mobility (flexibility>?), there are many ways how it can be measured.
Generally, the Czech labor market has lately been in a good condition and experiences one of
the lowest long-term unemployment rates?* in the EU (1.7% in 2016), which indicates high
utilization of the economic potential of the country’s workforce. Among others, high
employment has been positively influenced by enhanced use of shorter working hours, which

23 As referred to by the CNB and the Czech Ministry of Finance.
24 According to the methodology used by CNB, long-term unemployment includes people unemployed for 12
months and longer.
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indicates the ability to adjust to negative asymmetric shocks (such as falling demand for labor)
and is a good sign of labor market flexibility. As shown in the graph below, this trend could be
clearly seen during the economic recession in 2012 and 2013, when the total number of
employees grew, but hours worked per employee decreased. (Czech Government, Czech
National Bank, © 2003 - 2018)

Figure 17 - Average hours worked per employee in the Czech Republic (annual % changes,

contributions in % points)
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Regarding structural unemployment, which can be another sign of labor market inflexibility,
the Czech Republic ranks among countries with the lowest structural unemployment rates
(measured in Western EU countries)?®. However, problems might occur in case there is
increased need for the migration of the workforce, both on national and international level.
In this regard, the Czech Republic does well compared to Poland, for example, but still falls
behind more developed countries like Austria or Germany. Generally, we can conclude that
Czech people show rather low willingness to move in search of employment. According to
estimations from 2015, around 114 000 Czechs were working in other EU countries.
(Aktudlné.cz, 2017) (Czech Government, Czech National Bank, © 2003 - 2018)

25 Measured with the NAIRU (non-accelerating inflation rate of unemployment) metric used in the CNB 2017
analysis.



Table 8 - Internal migration (as % of the population that changed permanent residence in the
respective year)?*

2007 2008 2009 2010 2011 2012 2013 2014 2015 20167
(074 2.5 2.4 2.2 2.3 2.2 2.2 2.2 2.3 2.3 =
AT 3.7 3.8 3.7 3.7 3.8 3.9 3.9 0.4 4.3 4.4
DE 4.4 4.4 4.4 4.4 4.7 4.7 4.8 4.9 5.3 =
PL 1.3 11 11 1.1 1.1 1.0 1.0 11 1.0 -

SK 1.7 1.7 1.5 1.6 1.6 1.5 1.6 1.6 1.7 1.8
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

Table 9 - Share of foreign nationals in the country (as % of total population, permanent residence of
12 months and longer)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Ccz 2.9 3.3 3.9 4.0 4.0 4.0 4.0 4.1 4.3 4.5
AT 9.6 9.9 10.2 10.5 10.8 11.2 11.8 12.4 13.2 14.4
DE 8.8 8.8 8.8 8.7 7.6 7.9 8.3 8.7 9.3 10.5
PL 0.1 0.2 - 0.2 0.2 0.2 0.2 0.3 0.3 0.4

SK 0.6 0.8 1.1 1.2 1.3 1.3 1.3 1.1 1.1 1.2
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

Another important factor affecting labor market flexibility is the institutional set-up in the
country, such as the level of minimum wage. In the Czech Republic, the ratio of the minimum
to the average wage has recently reached its long-term peak at 38.6 %28, after repeated
increases of the minimum wage by the government. As the country currently goes through
economic conjuncture, this ratio seems to be harmless. But in case of an asymmetric shock,
too high minimum wage may lead to a reduction of demand for labor force and increase
unemployment in case firms need to reduce costs. (Czech Government, Czech National Bank,
© 2003 - 2018)

Concerning capital mobility, the Czech analyses do not give any particular references in this
matter. To some extent, however, we can and derive the criteria on capital mobility by looking
at potential trade and entrepreneurial barriers using the Ease of Doing Business Index
published by the World Bank, which evaluates the conditions for various business activities in
a total of 190 countries worldwide. The Czech Republic shows an excellent score in ‘Trading

% The calculations do not take into account the differences in the sizes of territorial units. Therefore, it is
important to realize that this particular measure may not fully express the ability/inability of the workforce to
flexibly react to asymmetric shocks. In a rather small country, such as the Czech Republic, people may react to
negative shocks by switching their jobs and commuting to work longer without necessarily changing their
residence.

27 Data for 2016 in the Czech Republic, Germany and Poland were unavailable at the time of the CNB 2017
analysis.

28 Own calculation: minimum wage = CZK 12200 (since 01/01/2018), average wage = CZK 31646 (January 2018)



Across Borders’ (costs and time to export and import) and it ranks as the 30t best performing
country worldwide and 20" of all OECD countries. Nevertheless, there are particular
shortcomings in ‘Enforcing Contracts’ (long time and high costs of claim collection), ‘Starting
a Business’ (it takes almost 1 month to set up a firm), and especially ‘Dealing with Construction
Permits’ (the total time to get a permission for building a warehouse takes 246 days within 21
different procedures). After entering the eurozone, these factors could clearly reduce the
flexibility of entrepreneurs when reacting to asymmetric shocks. (The World Bank, © 2018)

3.3.6. Transfer payments

Transfer payments can serve as an important adjustment mechanism as part of the fiscal
policy, in case a country loses its monetary policy. In the context of the Czech Republic, fiscal
policy brought its desired effect when the government adopted necessary countercyclical?®
measures after the start of the financial crisis in 2009. By contrast, it was followed with
significant fiscal consolidation procedure and an economic downturn in 2012 and 2013, when
the general government debt reached its long-term maximum of 45.7%. In the next years,
however, these restrictive measures together with investments co-financed by the EU funds
contributed to a recovery of the economy and higher growth. As the study on the Assessment
of the Fulfilment of the Maastricht Criteria shows (chapter 3.2.), the future prospects on the
Czech fiscal position are generally positive and indicate stable and sustained results. On the
other hand, apart from less predictable issues, the position might be eventually threatened by
the problem of population ageing in the very long run. (Czech Government, Czech National
Bank, © 2003 - 2018)

Table 10 - Age-related government expenditures (in % of GDP)

pensions healthcare Long-term care total
2013 2060 2013 2060 2013 2060 2013 2060
Government 9.0 9.7 5.7 6.7 0.7 1.4 15.4 17.8

expenditure
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

Additionally, the Czech Republic has a relatively high share of mandatory costs in the total
budgetary expenditures. That may limit the operational flexibility in case of unexpected events
and thus poses another potential risk as regards fiscal policy.

2% A countercyclical fiscal policy deals with lower/higher budgetary expenditures and higher/lower tax rates in
the periods of economic boom/recession.



Table 11 - Shares of mandatory expenditure in total state budget expenditure (in %)

2007 2011 2012 2013 2014 2015 2016 20173° 2018
Shares of
mandatory 50.8 56.5 56.7 57.2 56.5 53.0 56.6 55.3 56.4

expenditure
Source: (Czech Government, Czech National Bank, © 2003 - 2018)

Speaking of transfer payments, it is also relevant to mention the European Stability
Mechanism (ESM), which is an international financial institution established by the eurozone
countries with the aim to provide financial assistance to members that find themselves in a
severe financial distress. In the past, loans via the ESM and the European Financial Stability
Facility (EFSF, the predecessor of ESM) were granted to Portugal, Spain, Cyprus, Ireland and
Greece, which received the largest sovereign assistance package in history. The Czech Republic
would join the ESM in case it entered the euro area.

3.4.Situation in the eurozone

Before | move on to other arguments that take place in the debate on the euro adoption, it is
also relevant to refer shortly about the development in the euro area as such. After the
financial crisis in 2008, the situation across Europe has more or less stabilized and economic
growth has gained on momentum again. In many countries, however, there are still significant
structural problems, high level of unemployment and heavy indebtedness in both public and
private sector. While Northern European states have principally been showing positive
economic development since the end of the crisis, the countries on the southern periphery
are still experiencing difficulties. Although the situation has been gradually improving, the
unemployment rate in Greece and Spain is still between 14 — 20%, while in the youth category
it is 33 — 38%. Below, we can see the fiscal position in the eurozone and the Czech Republic.
The dark box clearly shows that only minority of the countries currently abide to the
Maastricht criteria of Sound and Sustainable public finances. (Czech Government, Czech
National Bank, © 2003 - 2018)

30 Data from 2017 and 2018 are based on predictions of MF and CNB.



Figure 19 - Fiscal positions in the euro area and the euro area and the Czech

Republic in 2016 (in % of GDP)

2
¢ LU MT
1 *
4Dk

Q
e ®EE CzQu *n cCy
T o0
s LV
= ®IE
@ -1
=]
a * & AT PT
" SK
g -2 ; 5|. ¢
£ ®BE 1T
o -3
:o_) ¢ FR

-4

€S
-5

0 20 40 60 80 100 120 140 160
Government debt

Source: (Czech Government, Czech National Bank, © 2003 - 2018)

200



4. Political dimensions of the euro adoption

Judging from the attitude of the CNB and the Czech Ministry of Finance, we might presume
that the decision to accept or postpone the introduction of the single currency is primarily
based on rational economic thinking. In his research, however, Parizek found out that the
views on the euro among the two major political parties in the Czech Republic seem to be
contradictory to the political values they stand for. Based on the traditional left-right political
spectrum, he presumed two conditions.

Firstly, assuming that the left-wing electorate is composed of relatively older and less
educated people, who have relatively low savings and are generally more dependent on social
welfare systems3!, the left-wing political parties can be expected to prefer delaying EMU
accession. It is because fulfilling the Maastricht criteria is connected with “political costs” that
require reduction in public spending (stringent government deficit and debt criteria) and
generate pressure on governments’ welfare mechanisms, thus going against the interests of
the leftist electorate. Moreover, as explained in the theory of optimum currency areas, fast
accession to the EMU without sufficient alignment of Czech and eurozone economies can
result in decreases in wages and raises of unemployment level, as a consequence of
asymmetric shocks. In such case, we can expect that less educated and less skilled workers
would again be the first social group to suffer. (Parizek, 2011)

On the contrary, right-wing electorate is generally assumed to be composed of relatively more
educated and wealthier people, who are more economically active, prefer liberalization of
trade and often engage in entrepreneurship, thus having better prerequisites to face
unexpected challenges. In that case, right-wing political parties are expected to pursue fast
adoption of the euro, as it improves the conditions for both domestic and international trade
(low long-term interest rates, higher price transparency, decreased transaction costs and
lower currency exchange risk) and possibly brings stability to the whole economy thanks to
responsible public financing and low inflation level. (Parizek, 2011)

What is interesting, however, is that the reality on the Czech political scene in the past decade
was exactly the opposite. Between 2004 - 2010, the traditionally left-wing Czech Social
Democratic party (CSSD) had always been supporting the idea of euro adoption, while the
traditionally right-wing Civic Democratic Party (ODS) had always been proposing a
postponement. Parizek therefore concluded that rather than by the economic arguments, the
opinion on the eurozone accession was reflected by the parties’ political attitude towards the
EU integration, as ODS appeared as Eurosceptic and CSSD as pro-integrationist. (Parizek, 2011)
Although the premises which led to this conclusion might seem rather simplified and black

31 Indeed, if we look at the election models, it applies to a certain extent. In recent surveys, traditionally left-wing
€SSD and KSCM parties would reach 22% within voters with elementary education, while just 7.5% among people
with university education. Considering salaries, the same parties would gain 16% within unemployed/low-
income voters and 29% within pensioners, but only 7% within high-income voters and 4% among entrepreneurs.
(Median, 2018)



and white, the outcome can certainly tell us something about how the political parties form
their positions on the euro and suggests that it is not always based on rational economic
thinking, but also on political views on the European Union as such.

The political dimensions were present in in the euro since the beginning. Speaking of the
creation of the monetary union in 1992, we might ask whether it was rather aiming to achieve
better economic stability and growth, or whether it was pursuing the Union’s political goals -
deepening the countries’ integration and creating common European values. Certainly, a bit
of both were involved. While scholars like Andrew Moravcsik or Jeffry Frieden tend to believe
that the establishment of EMU was an act driven by economic rationality and particular
economic interests, Kenneth Dyson or Martin Feldstein, for instance, think the exact opposite.
Two years before the euro came into existence, Feldstein was even confident that: “What is
clear (...) is that the decision [whether or not to proceed to the last stage of the EMU] will not
depend on the economic advantages and disadvantages of a single currency. The decision of
whether or not to form a monetary union will reflect deeply held political views about the
appropriate future for Europe and about the political advantages and disadvantages to the
individual countries and even to the individual political decision makers themselves.” (Parizek,
2011)

Interestingly enough, Feldstein’s idea once again gained relevance last year, when some
leading EU politicians signalized the political importance of the eurozone by raising the idea
of the so-called “two-speed Europe”. In this scenario, the EU would divide into two blocks —
the first group of countries would pursue further integration and move ahead on key policies,
while the rest would stay behind and retain the current status. As we can see from the
expressions of the politicians, the division line between both blocks would most likely be the
euro area. Currently, there is no consensus among political elites on whether to follow this
scenario or not, but if it came true, we can assume that the Czech Republic would gain a
stronger political position within the EU if it adopted the euro. (Grant, 2017)

All'in all, we can see that the political aspect is strongly present in the debate around the euro,
both on the EU international level as well as on the domestic level. Furthermore, politics is
inherently involved in the debate about the euro simply because the decision to proceed with
the currency changeover is ultimately made by the government and its political garniture in
each member state. As will be shown in the practical part of the thesis, some political parties
in the Czech Republic favor the euro and take the obligation to adopt it for granted, while
some parties would rather negotiate an opt-out or organize a referendum in which the citizens
would decide, similarly as it was done in Sweden. (Electoral Geography, © 2007)



5. Sociocultural dimensions of the euro adoption

In the 1990s, scholars of the Copenhagen School of security studies came up with the concept
of societal security, which refers to the “the ability of a society to persist in its essential
character under changing conditions and possible or actual threats” (Weissova, 2004). In
particular, a society’s security might be endangered if it fails to retain its traditional linguistic
models, culture, religion, national identity and customs. (Weissova, 2004)

In line with this wider concept, the last perspective builds upon the idea that an individual
currency is an important part of national identity, meaning that the adoption of the euro can
be perceived as giving up part of the country’s unique culture and sovereignty. Some scholars
distinguish between the so-called exclusive and inclusive identity and conclude that: “Citizens
who have an exclusive identity, who strongly identify with their national community, show a
higher level of opposition to European integration than individuals who have an inclusive
identity or multiple identities, who perceive themselves for example, as Catalan, Spanish and
European.” (Miriam S. Allam, 2008)

In the context of the Czech Republic, we can assume the citizens have a rather exclusive
identity and oppose deeper European integration. In the Eurobarometer polls from spring
2018, 58% of Czechs said they disagree with the statement that “more decisions should be
taken at EU level”. (European Commission, 2018) Moreover, the majority of the citizens agree
that the euro takes away part of their identity, as shown in the chart below.

Figure 21 - Adopting the euro will mean that the Czech Republic will
lose a part of its identity
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6. ATLAS.ti

As mentioned in chapter 1 (Methodology), the second part of the thesis was done using the
ATLAS.ti software. As a tool for performing a qualitative content analysis, the program is based
on identifying quotations and creating codes that are assigned to these quotations based on
their content, with the aim to find links, differences, similarities, etc., between the researched
data. Both the quotations and the codes are identified and created according to the
researcher’s own preferences, depending on the characteristics of the analysis he or she is
doing.

In my research, quotations can be understood as statements and arguments of different
politicians (or political parties as a whole, if no particular author can be recognized) referring
to the topic of the euro adoption. When analyzing a newspaper interview, for instance, |
consider 1 “quotation unit” to be an answer to a question asked from a journalist to a
politician. The length usually reaches from 2 — 5 sentences, but the main condition is that a
guotation has to be a clear and compact message, which can be assigned with one or more
codes.

The codes serve to name and categorize each quotation based on its content. The number of
codes along each statement differs, but at least one code has to be assigned to each quotation.
For a better visualization, see the picture below. The text highlighted with blue color
represents 1 quotation and it is accompanied with 4 different codes.

Figure 23 - Sample quotation from the political program of the Pirate party

Postoj k pfijeti Eura v CR

Pirati jsou proevropska strana, jejiz cilem je, aby CR zistala v hlavnim proudu evropské

integrace a cileveédomé zde prosazovala své zajmy. Nemyslime si, 2e Euro je zkrachovaly % ¥ Advantages of the eurozone membership
projekt. Fandime mu, jeho udrZeni je zasadni pro ekonomickou stabilitu celé Evropy. Pfijeti by €% | Economic perspective

ulehéilo Zivot eskym podnikateldm, kterym by klesly naklady za pojidténi proti vykyvim kurzu, £% | Forthe euro adoption

pfitahlo by zahraniéni investory a &esky akciovy trh by se stal atraktivnéj§im. Lidem by ulehéilo L% 0 Pirates

cestovani a studium v zahranigi.

Na druhou stranu je nutné zvaZit i mo2n4 rizika a vyfe&it strukturdini problémy eurozény. Ty 2% 1 Against the euro adoption
zpusobuji jeji nestabilitu a mehly by v budouenu ohrozit nasi ekonoemiku. Po krizi z roku 2008 ﬁ ¥ Economic perspective

Source: Own creation.

When all quotations are selected and all codes are assigned, the software allows to extract a
table which depicts co-occurrence of all the used codes and thus enables to find links and
meanings between them. Based on the dimensions of arguments outlined in the theoretical
part and the findings in the research part, | created tens of different codes as follows:

e Economic dimension of the euro adoption

This code has a general meaning and usually contains additional sub-codes. It is assigned to
any quotation that represents a politician’s (or a political party’s) view on the euro adoption



from an economic perspective. Following the structure from the first part, | created a number
of economic sub-codes that, if applicable, specify the details of each quotation.

o OCA — any reference to the theory of Optimum Currency Areas as defined by

Robert Mundell and his successors

o Euro area accession strategy

Advantages of the eurozone membership — any reference to the
advantages and benefits that the euro area membership would bring to the
Czech economy

Disadvantages of the eurozone membership — any reference to the
disadvantages and shortcomings that the euro area membership would
bring to the Czech economy

o Maastricht criteria — any reference to the Maastricht convergence criteria, its

fulfillment or default, etc.

Price stability — any reference to the criterion on price stability

Sound public finances — any reference to the government deficit criterion
Sustainable public finances — any reference to the government debt
criterion

Durability of convergence —any reference to the criterion on the long-term
interest rate values

Exchange rate stability — any reference to the stability of the Czech koruna
and the euro, participation in the ERM II, etc.

o Degree of the alignment of the Czech and eurozone economies??

Region’s similarity/differences in economic structure — any reference to
the similarity or differences in economic structure between the Czech
Republic and the euro area

Degree of economy openness —any reference to the openness of the Czech
economy, exports and imports towards the eurozone and the EU as such
Degree of product diversification — any reference to the product
diversification in the Czech economy, product market flexibility,
competitiveness, etc.

Mobility of labor and capital — any reference to the mobility and flexibility
of the Czech labor and capital markets

Transfer payments — any reference to transfer payments as a fiscal policy
adjustment mechanism, as well as a reference to the European Stability
Mechanism (ESM)

o Situation in the eurozone — any reference to the economic situation in any of the

eurozone countries

32 Some readers might notice that the list in this category lacks the “homogeneity of preferences”. The reason is
that it would not make any sense to create a code like this. Rather, the homogeneity/heterogeneity of
preferences depicted with figures in chapter 7.



e Political dimensions of the euro adoption

Having a general meaning as well as the “economic dimensions”, this code is assigned to any
guotation that represents a politician’s (or a political party’s) view on the euro adoption from
the political perspective. Moreover, the following sub-codes were created:

o Two-speed Europe — any reference towards different levels of integration in the
EU, considering that the eurozone represents the division line

o Referendum — any reference towards the possibility to organize a referendum on
the adoption/rejection of the euro in the Czech Republic

o Obligation to adopt the euro — any reference to the acknowledgement of the
obligation to adopt the euro in the Czech Republic, which arose from the accession
to the EU in 2004, without regard to economic circumstances (the code is in
contraposition towards the “referendum” code)

o Politicization of the eurozone — any reference to the opinion that the euro serves
as a means to promoting EU’s political goals and deepening political integration

e Socio-cultural perspective

This code once again has a general meaning and is assigned to any quotation that represents
a politician’s (or a political party’s) view on the euro adoption from the socio-cultural
perspective. Two clear sub-codes could be identified.

o ldentity — any reference to a situation where the euro impacts the identity of the
society where it is adopted

o Security — any reference to a situation where the euro is seen as something that
threatens the security in the society where it is adopted

Furthermore, | created codes that were assigned to clearly positive or clearly negative
opinions towards the euro adoption, in order to better identify each party’s position in this
regard.

e “FOR” the euro adoption — this code was assigned to a quotation which showed clear
support towards the euro adoption (such as “We want to adopt the euro because...”)

o “AGAINST” the euro adoption — assigned to a quotation which showed clear opposition
towards the euro adoption (such as “We do not want to adopt the euro because...”)

If a quotation was assigned with neither of these codes, it was considered to be neutral
towards the euro adoption, such as statements that referred to objective numerical data
without putting in any additional emotions.



Apart from the above mentioned, | also created party affiliation codes (ANO, ODS, Pirates,
SPD, KSCM, CSSD, KDU-CSL, TOP 09, STAN) in order to mark the author of each quotation. In
cases where the author was a specific person (interviews, debates, etc.), | also assigned the
respective quotations with name tags.

All in all, out of 91 media sources, | extracted 395 different quotations, which were assigned
and categorized with a total of 88 different codes based on the content. It is important to add
that the number of quotations per political party differs quite significantly, depending on the
availability of data. Some parties view the euro adoption as an important topic and thus speak
about it quite extensively, no matter whether in a positive or negative way, while some parties
do not show big interest in the topic and thus provide much less quotations. Moreover, some
parties are composed of a number of economic experts that can have different opinions on
the euro, while other parties have one dominant politician who forms the opinion of the whole
party. Therefore, rather than listing all quotations of all authors, | will approach each party
individually, look for its majority opinion on the euro and summarize it in a comprehensive
way.

Generally, | aimed to collect at least 20 — 30 quotations per each party, which was
accomplished with the exception of STAN33. Below, | show the overview of the number of
guotations and the number of sources used.

Table 12 - Number of quotations and number of sources used per each political party

ANO ODS Pirates SPD KSCM C€SSD KDU-CSL TOP09 STAN
Quotations 47 49 26 51 66 64 22 55 16
Sources 20 14 5 27 10 18 10 17 10

Source: Own creation.

33 As shown in chapter 7.9, STAN’s position towards the euro adoption is very consistent among all researched
politicians over the years and thus 16 quotations should still suffice to be able to draw a conclusion about the
party’s argumentation.



7. Researched political parties

As already mentioned, there are currently 9 political parties sitting in the Chamber of Deputies
of the Czech parliament. The latest elections were held on October 20—-21 and the attendance
reached less than 61% of all eligible voters. Below, see the composition of the Deputies’
Chamber by party affiliation. (Cesky Rozhlas, 2017)

Figure 25 - Czech Chamber of Deputies by party affiliation (calculated as
the nr. of deputies per each party)

TOP 09; 7 STAN; 6

KDU-CSL; 10

Pirates; 22

Source: (Cesky Rozhlas, 2017), own creation.

In order to sufficiently analyze the argumentation of each political party regarding the euro
adoption, | look at three different levels. First, | determine each party’s opinion on the single
currency in terms of favoring, opposing or being neutral to its adoption, and | depict the
proportion of its quotations by the dimension of argumentation (economic, political or socio-
cultural). Next, | show the frequency of use of each party’s concrete arguments in order to
wrap up its overall position on the euro.

7.1. ANO (Action of Dissatisfied Citizens)

The ANO political party is led by Andrej Babis, an entrepreneur and billionaire of Slovak origins,
who became the Czech Republic’s prime minister after the elections in 2017. It was founded
in 2012 after a series of Babi$’s public speeches aimed at criticizing bad conditions of the
society and corruption. Rather than a political party, ANO identifies itself as a political



movement and its abbreviated name stands for the Action of Dissatisfied Citizens. Generally,
it addresses voters that are dissatisfied with the so-called “political establishment”. In the
domestic politics, it sometimes appears as slightly Eurosceptic, but in the European Parliament
it surprisingly belongs to the liberal and pro-European Alliance of Liberals and Democrats for
Europe (ALDE).

In its first ever parliamentary elections, ANO received 18,65% of votes and four years later it
strengthened to 29.64%, receiving a total of 78 deputies. (Wikipedia, 2018) In the past years,
Andrej Babi$ has also been strongly criticized by the political opposition and part of the public
for his own corruption affairs, such as financial fraud due to unauthorized collection of EU
financial funds for his own company, for which he is currently being prosecuted by the Czech
police. (Rapek, 2017) Yet still, ANO’s position is still very strong and some election models
currently predict that the movement would even strengthen further to circa 36%. Therefore,
we can expect that its opinion on the euro adoption can have a strong impact on the Czech
citizens.

As regards ANO’s arguments regarding the single currency, we can say the movement pretty
much consistently opposes the adoption. The strongest voice comes from the chairman Andre;j
Babis, the author of the majority of ANO’s quotations. Before becoming the Prime Minister,
he served as a Minister of Finance and thus often publicly spoke about the topic. Although in
the first years in politics Babis showed interest in an open discussion, later he became
unambiguously opposed to the possibility of losing the Czech currency. In 2015, ANO’s
Facebook profile published Babis’s statement saying that: “It is clear that we will not adopt
the euro anytime soon, but let’s already speak about the advantages and disadvantages. {(...)
It would be good to organize a testing civil referendum as part of the parliamentary elections
in 2017, for instance. It would represent the opinion of people and would not cost almost any
money.” (Babis, 2015) Two years later in a pre-election debate, however, Babis said: “No euro.
I don’t want the euro. We don’t want the euro. Everyone knows that it is bankrupt. It is about
our sovereignty. | want the Czech koruna and an independent central bank. | don’t want
another thing that will be interfered by Brussels.” (Ekonom lhned, 2017)

Of all the reviewed quotations, 70% clearly argued against the adoption of the euro. One of
few voices that spoke for the adoption came from Véra Jourova, ANO’s European
Commissioner for Justice, Consumers and Gender Equality, who not only sees disadvantages
of the euro, but also argues that there are potential political benefits in being a member of
the eurozone.



Figure 27 - Composition of ANO's quotations that speak “FOR” or “AGAINST”
the euro adoption, or that are “NEUTRAL” to it (as a % of total ANO’s
quotations)

‘ = "FOR" the euro adoption
m "AGAINST" the euro adoption
= "NEUTRAL" to the euro adoption

Source: Own creation.

Moreover, let us take a look at how ANO rationalizes its arguments. In the next chart, we can
see that the movement looks at the euro adoption almost equally from both political and
economic perspective, almost disregarding the sociocultural dimensions.

Figure 29 - Composition of ANO's quotations by the dimension of its
argumentation (as % of total ANO’s quotations)
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Source: Own creation.



When arguing about the euro in economic terms, ANO’s representatives raise three recurrent
issues. Firstly, they perceive the disadvantages that the euro would bring to be significantly
more important than the advantages. When Blesk newspaper asked Babi$ what he thinks
about the euro adoption in June 2017, he replied: “We need an independent Czech National
Bank and thus | am glad we have the Czech koruna. If the situation went bad, we can always
use the exchange rate as part of CNB’s interventions and help the economy.” (Blesk.cz, 2017)
Secondly, Babis is often concerned by the economic situation of the Southern European states
and refuses any potential contribution to the European Stability Mechanism. In a pre-election
debate in October last year, he wrapped his opinion in the following statement: “After my
experiences as a Minister of Finances | have clearly stated that | don’t want the euro. Currently,
it is not favorable for us. We would have to vouch for Greek debts. | want an independent Czech
National Bank and that the capital stays in our banks. The majority of countries that are not in
the eurozone show better results.” (Blesk.cz, 2017)

Figure 31 - Structure of ANO's economic arguments (as nr. of total ANO’s quotations
coded as economic)

Disadvantages of the eurozone
membership

Advantages
of the

eurozone
Situation in the eurozone Transfer payments membership | Regions'...

Source: Own creation.

As regards ANOQ’s political argumentation, there is a visible contradiction between Véra
Jourova and Andrej Babis. The European Commissioner argues that the euro adoption is an
obligation given by the Lisbon Treaty and, with regard to a potential division of the EU into
two integration levels, she says that: “/ will always appeal to the Czech political representation
in order to stay inside, not in the periphery of the European Union.” (Blesk.cz, 2017) Andrej
Babis, on the other hand, has repeatedly called for a referendum on a possible rejection of the
euro and argues that: “The eurozone was an economic project, but it has become a political
one. And | don’t want to vouch for the Greek debts, Italian banks, | don’t want to be part of
this system, because it will not bring us any benefits.” (Hospodarské noviny, 2017) Irrespective
of Jourova’s opinion, the party’s majority political argumentation is expressed in its political
program: “It is necessary to make sure that the countries that don’t have the euro are not



having an unfavorable position, regardless of the future development in the eurozone. In case
that the eurozone doesn’t significantly reform itself in the next election period, we will not
adopt the euro.” (ANO, 2017)

Figure 33 - Structure of ANO's political arguments (as a nr. of
quotations per each code)
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Source: Own creation.

In one of the party’s quotations, the euro could also be seen as a matter of national identity.
Last year, in a pre-election debate, ANQ’s senator Jifi Hlavaty implied that adopting the single
currency would take away self-esteem of Czech citizens: “Nowadays, when the EU is controlled
by France and Germany, | have a problem with it [the euro adoption]. We speak about
democracy, but the rules are set by the strongest ones, similarly as it is in business. It is a pity
that the Czechs lack pride, the Czech koruna would suit us.” (Ekonom lhned, 2017)

7.2.0DS (The Civic Democratic Party)

ODS is the second biggest political party in the Czech parliament, which gained a total of
11.32% in the latest elections. It was founded in the beginning of the 1990s after the Velvet
Revolution and it identifies itself as a rightist liberal conservative3* and moderately Eurosceptic
party. In the European Parliament, it is part of the ECR group (European Conservatives and
Reformists), which opposes integrationist tendencies of the EU and seeks to pursue reforms.
For long, ODS was chaired by its co-founder and a very distinct Czech politician Vaclav Klaus,
who has been known for his criticism of the euro and the EU as such. The current chairman of

34 “lLiberal conservativism is a political ideology combining conservative policies with liberal stances, especially on
economic, social and ethical issues (...).” (Wikipedia, 2018)



the party is a Czech political scientist and a university professor Petr Fiala, who has been
holding the office since 2013. (Wikipedia, 2018)

As regards ODS’s position towards the euro, it has been consistently arguing against the
adoption since Czech Republic’s entry to the European Union. The researched data from the
past five years do not show any change in this trend, as shown in the next figure. Unlike in
ANO, where the debate on the single currency is dominated by one person, in ODS there are
three main persons that regularly express their positions on the euro — Petr Fiala (the chairman
of ODS), Jan Skopecek (ODS’s economic expert) and Jan Zahradil (ODS’s Member of the
European Parliament) —and their position is strongly aligned. Out of 49 quotations belonging
to the party, 34 were clearly marked as opposing the single currency. In the Position of ODS
towards the EU published in 2017, the party claims that it will strive to: “(...) disallow the entry
to the eurozone, avoid participation in its rescue mechanism and aim to establish new rules
towards the euro adoption (...)” (ODS, ECR, 2017)

Figure 35 - Composition of ODS's quotations that speak “FOR” or “AGAINST”
the euro adoption, or that are “NEUTRAL” to it (as % of the total ODS’s
quotations)

"FOR" the euro adoption
m "AGAINST" the euro adoption

"NEUTRAL" to the euro adoption

Source: Own creation.

The composition of the dimension of ODS’s quotations is similar to ANO. As we can see, the
party’s politicians almost equally give political as well as economic arguments when
expressing their positions to the euro. In sporadic cases, they also see the sociocultural
dimension in the act of adopting the single currency.



Figure 37 - Composition of ODS's quotations (as % of ODS's
total quotations)
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Source: Own creation.

Similarly to ANO, the Civic Democratic Party has been strongly concerned by the indebtedness
and structural differences of Southern European countries compared to the North and the
West, and has argued against the functioning of the ESM. “Nowadays [in 2015], the total
indebtedness of Greece has already exceeded 320 billion euros, the ratio of government debt
to GDP is 177%. Since 2010, when Greece found itself on the verge of bankruptcy and the MFF
together with the EU initialized financial aid, Greek economy has been declining by 4,8% on
average. On the contrary, the level of unemployment rises, in 2010 it was 12.7% and last year
it already reached 26.5%. (...) We can see from the numbers that neither the loans nor the
transfer union have visibly helped Greece. And they will not help until Greece eliminates the
causes and proceeds with more profound structural reforms.” (Fiala, 2015) Moreover,
according to Jan Zahradil, the disadvantages of the eurozone membership outweigh the
benefits. “Our domestic ‘euro-enthusiasts’ are not telling the whole truth. With the Czech
koruna, we can quite smoothly react to market fluctuations. With the euro, we have but one
possibility in case of a crisis: to drastically cut the government spending, as we could see, for
instance, in Greece or in the Baltic states.” (Zahradil, 2013)



Figure 39 - Structure of ODS's economic argumentation (as a % of total
quotations coded as economic)
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As regards ODS’ political argumentation, the party has consistently been calling for a
referendum on a possible euro adoption across its members. In its 2013 political program, the
party claims that: “The Czech Republic cannot afford the euro, it wouldn’t pay off. The Czech
koruna is more beneficial for us and we believe in its future. Therefore, we will insist on a
referendum of a potential adoption of the common European currency. (...)” (ODS, 2013) As
well as ANO’s chairman Andrej Babis, the chairman of the Civic Democrats argues that the
euro has transformed from an economic project to a political after the financial crisis. In 2015,
he said to Hospodarské noviny that: “The common monetary policy has brought the European
Union to the worst crisis in its history. Greece is a ‘good’ example of a bankruptcy of a socialist
economy and a dead end of the eurozone, which unsuccessfully tries to subject economic rules
to political goals.” (Fiala, 2015) Furthermore, they view the concept of the “two-speed
Europe” to be potentially favorable, as it might allow the Czech Republic to opt-out of the euro
obligation. (ODS, ECR, 2017)
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Although it is not a majority voice, the party’s chairman also argues that the euro can only be
adopted among countries with a similar culture. “In its current form, the eurozone is
unsustainable. The only way out of the crisis is liberalization of the monetary union, which
could theoretically function only among states with a similar structure of the economy and
uniform socio-cultural conditions. That, however, isn’t the case of all of the eurozone’s
countries, as clearly demonstrated by Greece.” (Fiala, 2015) Moreover, the party implies that
European integration can potentially take away the Czech’s pride and self-confidence. “(...)
We don’t want to leave the Union irresponsibly, which, however, doesn’t mean that we will
blindly accept everything that comes from Brussels. We will measure every element of the
European integration with our own eyes and from the perspective of Czech national interests.
We want the Union as a space of economic freedom, not as a space of European bureaucracy.
We want the Czech Republic as a self-confident country in Europe.” (ODS, 2013)

7.3.Czech Pirate Party

The Czech Pirate Party (a.k.a. Pirates) was founded in 2009 and it presents itself as a social
liberal party that focuses on reaching transparency, fighting corruption, modernizing public
administration and promoting participatory democracy®. The party has been unsuccessful in
the 2010 and 2013 parliamentary elections, but last year it gained 10.79% and became the
third biggest political party in the Chamber of Deputies. Currently, it has no members in the

35 participatory democracy emphasizes the broad participation of constituents in the direction and operation of
political systems via direct voting, referendums, etc. (Wikipedia, 2018)



European Parliament, but it appears as a pro-European political party. Generally, the Pirates
favor the EU integration but call for various reforms at the same time. The party’s current
chairman is an IT specialist lvan Bartos. (Wikipedia, 2018)

As regards the euro, the Pirates generally do not perceive it as a current topic, which is also
the reason why their representatives hardly ever publicly express their opinion on the
adoption. In one of few interviews that were given on this topic, when Barto$ was asked by a
Czech Television journalist whether his party favors the euro adoption or not, he said the
following: “In the nearest future, it is probably not a practical thing. The European Union must
first solve the stabilization mechanisms and find a solution to deal with countries’
bankruptcies. The obligation [to adopt the euro] results from the history, but we don’t really
want to go on with any turbulent actions.” (CT, 2017) All in all, only 5 relevant sources to this
party were found in all of the researched media. However, as the Pirates have an extensive
political program published on their website, including a thorough position on the euro, we
can still draw strong conclusions about the party. As seen in the figure below, the majority of
the Pirates’ quotations could not be clearly identified as favoring or opposing the single

currency, and thus we can deem the party’s position towards the adoption to be neutral.

Figure 43 - Composition of the Pirates' quotations that speak “FOR” or
“AGAINST” the euro adoption, or that are “NEUTRAL” to it (as % of
Pirate’s total quotations)

"FOR" the euro adoption

m "AGAINST" the euro adoption

80,8% NEUTRAL" to the euro adoption
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As regards the nature of arguments about the euro, the Pirates mostly view the adoption as
an economic decision, but some also perceive as primarily political.



Figure 45 - Composition of Pirates' quotations by the
dimension of argumentation (as % of total Pirates' quotations)
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Generally, the Pirates have a balanced view on the economic advantages and disadvantages
of the euro. “(...) The adoption [of the euro] would ease the situation for Czech businessmen,
who would see a decrease in costs of insurance against the exchange rate risk, pull in
international investors and make the Czech stock market more attractive. People would have
easier conditions for studying and travelling abroad. (...) On the contrary, the Czech Republic
has one of the lowest government debts in Europe and its banking system is in a better
condition than many countries in the eurozone. Our own currency gives us the possibility to
more flexibly react to possible global financial shocks.” (Pirdti, 2017) Although they agree to
adopt the euro in the long run, they are concerned by the current structural differences of the
eurozone and criticize the violation of the Maastricht criteria. “(...) it is necessary to consider
the potential risks and solve structural problems of the eurozone. They cause its instability and
could threaten our economy in the future. After the crisis in 2008, the financial situation of
many states and their banking systems remains unresolved, without prospects for
improvements in the near future. The Maastricht criteria, which were requested from new
member states, have become just empty words and they are often violated.” (Pirati, 2017) All
in all, they propose a list of concrete economic reforms that should be implemented before
the Czech Republic attempts to enter the eurozone, such as clear rules for the bankruptcy of
states and banks.



Figure 47 - Structure of Pirates' economic arguments (as a % of total quotations
coded as economic)
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Previously, the Pirates represented one of the parties that called for a referendum on the
euro. In a debate in 2014, Bartos argued that: ”(...) The obligation to adopt the euro is not as
dramatic as it is being put forward. After ten years of the operation in the European union, it
is about time to ask the citizens again. The adoption or rejection of the euro should be a
question of a referendum (...)” (CT, 2014) Currently, however, the party deems the obligation
undisputable: “(...) the referendum has already been conducted. The Czech Republic has
already committed to adopt the euro with in the referendum on confirming the accession to
the EU. This commitment is part of the Accession Treaty and it is not possible to unilaterally
abandon it without the consent of other states, because we would violate the Treaty.” (Pirati,
2017) Moreover, some of Pirates’ politicians also see potential benefits in the “two-speed
Europe” concept. “First and foremost, the adoption of the euro is a political decision. It binds
us to the core much more tightly. (...) Fully intentionally, we strive to create political pressure
in order to reach better results for the Czech citizens as well as citizens of other EU states.”
(Ihned, 2017)



Figure 49 - Structure of Pirates’ political arguments (as a nr. of total Pirates’
quotations coded as political)
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7.4.SPD (Freedom and Direct Democracy — Tomio Okamura)

SPD is a far-right populist political movement that advocates patriotism, fights against
immigration and promotes direct democracy in a broad sense. It was founded in 2015 by
Tomio Okamura, an entrepreneur of Czech-Japanese origins, who is also the party’s chairman,
and another Czech entrepreneur Radim Fiala. In the last elections, SPD got 10,64% of all votes
and gained 22 seats in the Chamber of Deputies. The movement also openly criticizes the EU
in majority of its aspects and strives to organize a referendum on a possible exit from the
Union. Currently, it has no representatives in the European Parliament, but it belongs to the
Europe of Nations and Freedom (ENF) Eurosceptic political group. (Wikipedia, 2018)

The movement’s opinion on the euro adoption is very straightforward. Out of 51 of all SPD’s
guotations, a clear opposition towards the single currency was expressed 49 times. Generally,
the rejection of the euro is one of the party’s main points in its political program and it is often
referred to in various Facebook posts or interviews. The dominant voice of the whole party
comes from Tomio Okamura, but when it comes to purely economic debates and interviews,
Radim Fiala usually takes the floor.



Figure 51 - Composition of the SPD's quotations that speak “FOR”,
“AGAINST” or are “NEUTRAL” to it (as a % of total SPD’s quotations)
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Moreover, let us look at how SPD formulates its arguments. In majority of cases, the euro
adoption is viewed from the political perspective, but it is also perceived as having an
economic and sociocultural impact on the country.3®

Figure 53 - Composition of SPD's quotations by the dimensions
of argumentation (as % of total SPD's quotations)
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36 The total percentage exceeds 100%, as some of SPD’s quotations had more than one dimension involved.



When giving economic arguments, the party mainly stresses the disadvantages that the euro
brings: “The SPD movement confirms its long-term strong opposition towards the euro
adoption. An individual currency is one of the pillars of economic sovereignty of the country
and it allows the Czech Republic a certain reaction in case of macroeconomic changes in global
economy.” (SPD, 2017) Moreover, as well as ANO and ODS, it argues against a potential euro
adoption because of bad economic conditions in the South of the eurozone, but it uses much
more simplified and harsher language: “(...) After the eurozone crisis, which emerged, among
others, due to Greece and which will continue in other Southern eurozone countries, only a
person on drugs or a politician can speak about the stabilization effect of the euro (...)” (SPD,
2017)

Figure 55 - Structure of SPD's economic arguments (as a % of total SPD’s
quotations coded as economic)
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SPD the biggest supporters of a possible referendum of all the reviewed parties. In September
last year, Okamura wrote on his Facebook: “On behalf of our movement SPD, | clearly state
that we oppose the euro adoption in the Czech Republic and request a referendum on leaving
the European Union, so that the citizens can decide about the future on their own.” (Facebook,
2017) As well as some of the other parties, they also often argue that the euro has become a
political project over the years.



Figure 57 - Structure of SPD's political arguments (as nr. of SPD’s
quotations per each code)
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Moreover, SPD is a party that often blends the difference between economic, political and
even socio-cultural arguments. The euro adoption (rejection) is one of the party’s main points
in its political program and references to it frequently appear in connection with topics that
are fundamentally unrelated. For instance, in October last year, Tomio Okamura published a
long Facebook post that criticized the Czech Pirate Party’s position towards immigration and
the euro, which could imply that the foreign currency could be viewed as a matter of national
security. At the end of his message, Okamura wrapped up his views as follows: “Our movement
SPD promotes zero tolerance of this illegal immigration, we promote prohibition of Islam in the
Czech Republic as a hateful ideology and we refuse the euro adoption in the Czech Republic.”
(Okamura, 2017) Similar connections, where the euro is referred to in the same sentence as
threat of Islamic immigrants, were found in a total of 8 SPD’s quotations. Moreover, in case of
four quotations, SPD also implies that the euro adoption can take away part of the Czech
Republic’s culture, as follows: “(...) The European Union has already decided to promote voting
rights of foreigners, adopt the euro, and it is preparing the redistribution of immigrants among
its member states. The plan on a multicultural European super-state is being put forward, in
which the Czech Republic will be just a meaningless administrative unit.” (SPD, 2017)

7.5.KSCM (The Communist Party of Bohemia and Moravia)

KSCM was founded in 1990 after the breakdown of KSC, the party that established a
Communist regime in Czechoslovakia and held power over the country in the second half of
the last century. KSCM is based on the far-left Marxist ideology and it promotes equal social



rights and self-government of the society. In the latest 2017 elections, it got 7,76% of votes
and installed 15 politicians in the Chamber of Deputies. In the European Parliament, it is part
of the moderately Eurosceptic European United Left—Nordic Green Left (GUE-NGL) political
group and holds three mandates. (Wikipedia, 2018)

As regards the euro, KSCM is consistent in opposing the adoption. All in all, there are four
politicians in the party that tend to publicly speak about the topic — the chairman Vojtéch Filip
and the vice-chairman Josef Skala, the party’s economic expert Jifi Dolejs, and Jan Zeman,
another economist and KSCM'’s ideologist. As well as other previously mentioned parties, the
Communists call for a referendum on a possible adoption or rejection of the euro. In a pre-
election debate organized by Blesk newspaper in October last year, Filip said: “We want a
popular referendum?3’. | don’t think that the Czech Republic should give up one of its functional
economic instruments. In this regard, it is clear that KSCM unambiguously favors the Czech
koruna, we want to keep it.” (Blesk.cz, 2017) Depicting the party’s composition of quotations
that speak “FOR” or “AGAINST” the euro adoption would, however, be rather misleading. In
April this year, KSCM published its official opinion on the single currency, which contains lots
of objective and neutral data and served as a source of a big number of quotations belonging
to the Communists. Therefore, deriving a graph from the researched data in this regard could
create a deceptive illusion that KSCM is more or less neutral towards the euro.

When looking at the nature of the arguments the party uses, the euro adoption is dominantly
looked at from the economic perspective and about each third time also from the political
perspective. Moreover, the Communists do not see any socio-cultural dimensions in this
regard.

37 A popular referendum is “(...) a type of a referendum that provides a means by which a petition signed by a
certain minimum number of registered voters can force a public vote (plebiscite) on an existing statute,
constitutional amendment, charter amendment or ordinance (..)"
https://en.wikipedia.org/wiki/Popular referendum



https://en.wikipedia.org/wiki/Popular_referendum

Figure 59 - Composition of KSCM's quotations by dimensions
of argumentation (as a % of total KSCM’s quotations)
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Due to its very comprehensive position paper on the euro adoption, KSCM has a very rich
portfolio of economic arguments and even neutral and objective data. If combined with other
guotations from the rest of the politicians, however, we can observe a clear trend, in which
the structural problems and bad economic conditions in the Southern countries remain the
dominant economic arguments against the euro. “It is definitely necessary to reject the efforts
to adopt the euro in the Czech Republic. Next to the gigantic indebtedness and significant
socioeconomic differences of the majority of eurozone’s member states, the euro is sentenced
to go bankrupt. It is also an instrument of German economic policy, which heavily damages
other member states of the eurozone.” (Zeman, 2016)



Figure 61 - Decomposition of KSCM's economic arguments (as a % of total
KSCM’s quotations coded as economic)
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Although KSCM'’s official position recognizes that the Czech Republic made a commitment to
adopt the euro when entering the EU, many of the party’s politicians still call for a referendum
on a potential rejection. “The European Union is not in a good condition, it is a significantly
heterogeneous space, which might be the reason why especially the new member states, with
the exception of Slovakia, Slovenia and Baltic states, didn’t agree to the adoption of the euro,
although it is part of the Accession Treaty of the EU. Whenever the time to speak about the
real date of the decision on the euro will come, the people should get the chance to decide in
a referendum.” (Dolejs, 2018) As regards the “two-speed Europe” concept, they criticize it and
argue it would lead to a further decomposition of the EU. “The idea of an elite core, idea of
the separation of the monetary union and the multi-speed development inside the eurozone
would only strengthen the disintegration of Europe.” (Odborné zazemi UV KSCM, 2018)
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7.6.CSSD (The Czech Social Democratic Party)

CSSD is a center-left political party with the longest history of all the reviewed subjects, as it
was already founded in 1878 during the reign of the Austro-Hungarian empire. Currently, it is
divided into two prominent groups — a conservative wing, which identifies itself as social-
conservative and moderately Eurosceptic, sometimes inclining to leftist nationalism, and the
liberal wing, which is predominantly progressive and pro-European. In last year’s elections,
CSSD received 7,27% of the total votes and received 15 seats as well as the Communists. In
the European Parliament, it is part of the Progressive Alliance of Socialists and Democrats
(S&D), a pro-European political group that favors integration as well as enlarging the
eurozone. (Wikipedia, 2018)

Generally speaking, CSSD has long been in favor of the euro adoption, although there were
also some skeptical tendencies after the world’s financial crisis in 2008 and the consequential
European debt crisis, coming, for instance, from Jan Keller, a Member of the European
Parliament, who signed a petition that aimed to abolish the obligation to adopt the euro in
2015. (iDNES, 2015) In the past five years, the position of CSSD towards the euro was
predominantly conveyed by Bohuslav Sobotka, the party’s chairman between 2011 — 2017
and the Prime Minister of the Czech Republic between 2014 — 2017, and occasionally also by
Milan Stéch, the President of the Czech Senate between 2010 — 2018, and Pavel Poc, the
Member of the European Parliament, who all belong to the liberal wing of Social Democrats.
The party’s moderate support of the euro adoption was summarized in its political program



for the 2017 elections: “We want to actively shape and change Europe and thus we want to
be in its core. We support the Czech Republic heading towards the adoption of the euro
whenever it is economically and socially profitable.” (CSSD, 2017)

Figure 65 - Composition of CSSD's quotations that speak “FOR” or “AGAINST”
the euro adoption, or that are “NEUTRAL” to it (as a % of total CSSD’s
quotations)
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Similarly to the Czech Pirate Party, CSSD perceives the euro adoption as an economic decision
in two-thirds of the cases, while the rest of the cases is mostly viewed from the political
perspective.

Figure 67 - Composition of CSSD's quotations by dimensions of
argumentation (as % of CSSD's total quotations)
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As well as KSCM, the Social Democrats have a broad economic argumentation as regards the
euro adoption. Contrary to the Communists, however, they see clear advantages and support
their arguments with the fact that the Czech Republic is a very open economy. “Every
entrepreneur that exports and every citizen that travels knows that it is more comfortable and
cheaper to operate with just one currency. We are an export-oriented economy. The costs of
export-oriented firms will be significantly lowered due to the elimination of transaction costs,
the exchange rate risk will decrease and these firms will reach lower interest rates. A clear
advantage for ordinary citizens, among others, is also the conservation of the value of savings,
because the euro belongs to the strongest world’s currencies together with the U.S. dollar.”
(Poc, 2018) At the same time, however, CSSD argues that a further economic convergence
between the Czech Republic and the eurozone is necessary: “I am convinced that we should
adopt the euro whenever we will be ready for it in terms of real convergence.” (Blesk.cz, 2017)

Figure 69 - Decomposition of CSSD's economic arguments (as a % of total
CSSD’s quotations coded as economic)
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Generally, Social Democrats shows strong political support towards the euro adoption.
Moreover, they are the biggest party that warns of potential risks stemming from the Czech
Republic’s absence in the monetary union in the long-term. “If the eurozone wanted to
organize its financial streams on its own and would want to set us somewhere aside together
with Romania or Bulgaria, it would be bad for us. If such situation emerged, | would say we
should go for it.” (lhned, 2017)

Figure 71 - Structure of CSSD's political arguments (as a nr. of quotations per
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As for the socio-cultural arguments, which are almost absent within CSSD, in one of his
guotations, Bohuslav Sobotka sees a potential rejection of the euro as a matter of security,
both on economic and social level. “The isolation of our country would mean a decline of
economy, social stagnation and weakening of our democratic institutions. The European Union
and the eurozone are spaces of a chance for stability, security and prosperity.” (Sobotka, 2016)

7.7.KDU-CSL (The Christian and Democratic Union — Czechoslovak People's Party)

KDU-CSL, founded in 1919 and thus being the second oldest of all the researched subjects, is
a centrist pro-European political party based on traditional Cristian values that focuses on
social services, health care, traditional family model or education. In the latest elections to the
Czech Chamber of Deputies, it collected 5,8% of votes and gained 10 seats. Moreover, KDU-
CSLis a member of the European People's Party (EPP), which is a Cristian Democratic European
political group that forms the predominant political direction of the EU, and holds 3 mandates
in the European Parliament. (Wikipedia, 2018)



Out of 10 sources that were referring to KDU-CSL and the euro, | was able to extract only 22
guotations, as the Cristian Democrats do not speak about the topic very extensively. Most of
the quotations belong to four particular politicians — the party’s chairman Pavél Bélobradek,
the vice-chairman and a former Minister of Agriculture Marian Jurecka, and two Members of
the European Parliament Tomas Zdechovsky and Pavel Svoboda. If we summarize the party’s
position, the Cristian Democrats generally favor the euro adoption in the long run, but do not
want to rush it anytime soon. For instance, Tomas Zdechovsky even warns that the attempt
to proceed with the adoption would be a political suicide under current political
circumstances, even though the country is fulfilling all the necessary economic criteria. (KDU-
CSL, 2015)

Figure 73 - Composition of KDU-CSL's quotations that speak “FOR” or
“AGAINST” the euro adoption, or that are “NEUTRAL” to it (as a % of KDU-
CSL’s total quotations)
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The arguments that Cristian Democrats use when speaking of the euro have strong economic
as well as political dimensions, whereas the socio-cultural perspective is completely absent.



Figure 75 - Composition of KDU-CSL's quotations by the dimension of
argumentation (as % of KDU-CSL's total quotations)
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When analyzing KDU-CSL’s economic arguments more thoroughly, we can see that its
politicians primarily favor the euro for its advantages. Marian Jurecka, for instance, has
personal experiences with the negative effects of the exchange rate risk: “For eight years, |
have worked in firms involved in international trade. Dealing with exchange rate differences
makes it very difficult for the company, when it comes to future planning, risks, etc.” (CT, 2017)
At the same time, however, Jurecka shows concerns about the eurozone’s economic situation
when asked if his party supports the adoption of the single currency: “Yes, we are in favor of
the euro adoption sometime in the future. It is also necessary to wait until the eurozone and
Greece become stable.” (CT, 2017)

Figure 77 - Decomposition of KDU-CSL's economic arguments (as a % of total
KDU-CSL's quotations coded as economic)
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As KDU-CSL has only four political quotations in total, it would not be wise to draw any strong
conclusion about the party. However, it is relevant to say that the party perceives the potential
risks of a two-speed Europe similarly to CSSD.

Figure 79 - Structure of KDU-CSL's political arguments (as a nr. of
quotations per each code)
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7.8.TOP 09

TOP 09 is a center-right liberal conservative political party founded in 2009. Its name is an
abbreviation of the words Tradition, Responsibility and Prosperity, which designate the party’s
three fundamental values. Moreover, TOP 09 advocates human rights, criticizes Putin’s regime
in Russia and stands against populist tendencies. Of all the reviewed parties, it can be
considered as the most pro-European political subject and the biggest supporter of the euro.
It has a strong position in the European Parliament, where it received 4 seats in coalition with
STAN in the 2014 elections, and it is part of the European People's Party as well as KDU-CSL.
However, its position on the domestic scene has lately been declining. Last year, it barely
managed to enter the Chamber of Deputies with a total of 5,31% of votes. (Wikipedia, 2018)

TOP 09 is consistently strongly in favor of the euro adoption. All in all, there are three
dominant politicians that extensively speak on the euro topic: Miroslav Kalousek, a former
Cristian Democrat and a Minister of Finance during the world’s 2008 financial crisis, who later
co-founded TOP 09 and served as its chairman between 2015 — 2017, Helena Langsadlova,
TOP 09 vice-chairman and a member of the committee on the European affairs, and Ludék
Niedermayer, a current Member of the European Parliament and a former vice-governor of
the Czech National Bank. The opinions of TOP 09’s politicians on the euro were summarized
in the 2017 political program: “In the next electoral term, we will make sure that the Czech



Republic decides on a binding date of the entry into the eurozone and directs its policies
towards fulfilling the conditions for the adoption [of the euro]. We are convinced of the
legitimacy of this step from both economic and political reasons.” (TOPQ9, 2017) Of all the
party’s quotations, the majority could be clearly marked as arguing “FOR” the adoption, such
as the one above.

Figure 81 - Composition of TOP 09's quotations that speak “FOR” or
“AGAINST” the euro adoption, or that are “NEUTRAL” to it (as a % of total
TOP 09’s quotations)
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The fact that TOP 09 sees both economic and political dimensions in the act of the euro
adoption is already embedded in its political program. Specifically, the party’s politicians view
the euro from the economic perspective in two-thirds of the cases, while the rest of the cases
are viewed from the political perspective and they do not perceive any socio-cultural
dimension in this regard.

Figure 83 - Composition of TOP 09's quotations by the dimensions
of argumentation (as % of total TOP 09's quotations)
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TOP 09’s economic arguments mostly refer to the advantages of the euro adoption, as defined
in the Accession Strategies published by the CNB and the Ministry of Finance. The main
benefits that the party sees are, for instance, summarized in TOP 09’s political program: “It
[the euro] will strengthen stability of our economy, eliminate the exchange rate risk and
transaction costs for our exporters and increase competitiveness of our businesses. That will
contribute to the growth in wages. Higher competitiveness on the market and higher price
transparency is another benefit of the euro for our citizens.” (TOPQ9, 2017) On the other hand,
TOP 09 also clearly recognizes the shortcomings of the single currency, such as the loss of
independent monetary policy, as depicted by a total number of 4 quotations referring to the
disadvantages of the adoption of the euro. (Niedermayer, 2017)

Otherwise, TOP 09’s politicians often argue that the Czech Republic is a highly export oriented
country. “It doesn’t mean that [after the euro adoption] the Czech Republic will become poorer
or richer. It means more chances. We are interconnected with the eurozone with more than
50% of our imports and exports.” (Blesk.cz, 2017) Moreover, unlike other of the researched
political parties, they do not necessarily have negative prospects of the eurozone’s situation
in the future. “(...) In reaction to the crisis, the rules of the functioning of the eurozone have
improved and the consequences are, for instance, decreases in government deficits in the
eurozone (towards the value of 1,5%, thus far below values from the past) or decreasing shares
of government debts in % of GDP. Nowadays, the economies of the eurozone grow at a similar
pace as the USA, which postpones the fiscal consolidation process. New mechanisms, such as
the Banking union or the stability mechanisms (ESM), decrease the risks that future economic
declines, financial crises and economic faults of governments will form into a deep crisis of the
European economy.” (Niedermayer, 2017)

Figure 85 — Structure of TOP 09's economic arguments (as a % of total TOP
09’s quotations coded as economic)
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When it comes to TOP 09’s political views on the euro, the party is strongly concerned by the
threat of the potential “two-speed Europe” concept. “It can happen that the membership and
absence in the eurozone will create a division line between states, whether they will stay in the
core of the EU, or in the periphery. We should do everything to make sure that our decisions
will not leave us in the periphery.” (Blesk.cz, 2017)

Figure 87 - Structure of TOP 09's political arguments (as a nr. of quotations per
each code)
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7.9.STAN (Mayors and Independents)

The last and smallest of the reviewed subjects is a center-right political movement called STAN
(the name stands for Mayors and Independents when translated), which was founded in 2009.
It is mostly focused on communal and regional politics and it advocates each citizen’s
individual responsibility, decentralization, protection of private property and the rule of law.
In the field of international affairs, it is strongly pro-European and it is part of the European
People’s Party in the European Parliament together with TOP 09 and KDU-CSL, with which it
often cooperates even on the domestic level. Last year, STAN stood for election to the
Chamber of Deputies independently for the first time and gained 5,18%, totaling a number of
6 deputies. (Wikipedia, 2018)

STAN is clearly supportive to the euro and acknowledges its future adoption as an obligation
originating from the EU’s Accession Treaty signed by the Czech Republic in 2004. In its political
program from 2017, STAN says that: “We will lay down the conditions under which the Czech
Republic will make the final decision on a concrete date of the entry to the ERM Il and



consequently to the eurozone. We do not question our international obligations.” (STAN, 2017)
Otherwise, STAN’s politicians who mostly express their opinions on the euro publicly are Petr
Gazdik, a teacher and the party’s chairman, and Jan Farsky, a lawyer and STAN’s leader in the
past elections, who both favor the euro, but at the same time call for further reforms prior to
the adoptions. In an interview in the Czech Television from last year, Farsky said: “Yes [l
support the euro adoption], whenever it is profitable for the Czech Republic.” (CT, 2017) All in
all, 13 of the party’s quotations could clearly be marked as supportive of the euro, while the
rest was deemed to be neutral.

Figure 89 - Composition of STAN's quotations that speak “FOR” or “AGAINST” the
euro adoption, or that are “NEUTRAL” to it (as % of total STAN’s quotatitons)
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When arguing about the euro, the majority of Mayors and Independents see mostly political
rather than economic dimensions in its adoption. As regards the socio-cultural perspective, it
is fully absent in their arguments.



Figure 91 - Composition of STAN's quotations by dimensions of
argumentation (as % of total STAN's quotations)
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Source: Own creation.

Of all the reviewed sources, STAN used only 3 economic arguments. As a first step, the Mayors
and Independents are convinced that the Czech Republic should proceed with fulfilling the
remaining Maastricht convergence criterion and enter the ERM II. Also, they acknowledge the
interconnectedness of the Czech and German economies and view it as one of the main
arguments towards future euro adoption, but at the same time they call for reforms in Greece
and other Southern eurozone countries.

Figure 92 - Decomposition of STAN's economic arguments (as
a % of STAN’s total quotations coded as economic)
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Source: Own creation.

As well as €SSD, KDU-CSL and TOP 09, Mayors and Independents warn of potential risks that
could stemm from the Czech Republic’s absence in the monetary union. “The euro is a political



decision, especially after Brexit. We have to decide whether to be part of the majority in the
eurozone, which will be deciding, or part of the minority out of the eurozone, which will only
wait for the decision of others.” (Starostové a nezavisli, 2017)

Figure 94 - Structure of STAN's political arguments (as a nr. of quotations per
each code)
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Conclusion

The research has shown that the economic dimension of argumentation dominates each
party’s position towards the euro except SPD. Of all the 396 extracted quotations of all parties,
59% were identified as economic, 37% as political and 4% as socio-cultural. All in all, we can
derive the following conclusions about each party.

ANO is a party that has moved from slight skepticism towards the euro to strong skepticism
in the recent years. Although there are few politicians in the movement that still acknowledge
a possible euro adoption under certain circumstances, ANO’s argumentation is ultimately
formed by the chairman Andrej Babi$, whose opinions are the same that can be found in the
political program. When speaking of the euro, ANO hardly ever recognizes any advantages and
rises mainly three recurrent arguments against the adoption — high indebtedness of countries
in the south of the eurozone, a costly and a badly functioning stability mechanism and the
disadvantages of a single monetary policy.

ODS’s argumentation is similar to that of ANO, except its position has been consistent already
since the accession to the EU in 2004 and it is even more strongly against a potential euro
adoption. Judging from the reviewed sources, there are currently no Civic Democrats that
would support the euro or speak positively about it and none of ODS’s quotations referred to
any possible advantages that the single currency could bring. As well as ANO’s politicians, the
Civic Democrats are mainly concerned by the situation in the southern European countries
and they oppose the idea to contribute to the stability mechanism. Moreover, they form the
strongest voice that advocates organizing a referendum on the euro adoption.

The Pirates stand somewhere in the middle of all the reviewed parties. They do not oppose
the euro, but at the same time do not call for a fast adoption. Generally, they do not view it
as an important topic and do not extensively speak about the euro in the public media, but in
their political program, they present a reasonably balanced argumentation and propose a list
of reforms that have to be taken before the single currency can be adopted.

SPD, as together with ODS, is the biggest opposer of the euro adoption, but its argumentation
is generally simpler and disordered. When speaking against the single currency, it’s politicians
argue with quite clear economic disadvantages, but also add strong political and sociocultural
dimensions to their arguments. As the only of the reviewed political subjects, SPD distinctly
recognizes the euro as a threat to society and its identity.

On its website, KSCM provides even a more balanced and profound position on the euro than
the Pirates, which clearly recognizes both the advantages and the disadvantages as well as
other aspects regarding the euro adoption, such as the degree of economic alignment of the
Czech and the eurozone economies and the fulfillment of the Maastricht criteria. The majority
of its active politicians, however, have a clearly negative position towards the euro and call
for a possible referendum on its adoption or rejection as well as ODS or SPD.



€SSD is the strongest party that supports the euro of all the reviewed subjects. Being a
counterpart of ODS, the Social Democrats argue strongly and consistently in favor of the single
currency over the years, but they provide a more balanced and extensive argumentation. As
main benefits, they see improved conditions for businesses as well as ordinary citizens, but
they also recognize potential disadvantages.

KDU-CSL can be considered slightly less supportive of the euro than CSSD, but primarily it
favors its adoption. Its main criticism concerns the indebtedness and structural differences of
the southern eurozone countries.

TOP 09, being the most pro-European party, can also be considered the biggest supporter of
the euro of all the parliamentary political subjects. Its argumentation indisputably favors the
adoption of the single currency both from the economic and political perspective. It is one of
the parties that recognizes a threat in the possible division of Europe into two integration
streams.

STAN is the smallest of the parliamentary parties and a subject that has the biggest proportion
of political arguments when speaking of the euro. As well as the previous three parties, it
favors to enter the core of the EU by adopting the single currency and warns of being left in
the periphery.
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