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Research Question
How has the recent financial crisis affected income convergence in the EU and the EMU?

Contribution

First on studying the effects of the recent FC on income convergence by contrasting the
effects of European countries’ incorporation to both the EU and the EMU.

= Reuvisiting the convergence debate in the EU and the EMU by controlling econometric
weaknesses encountered In previous studies, such as heterogeneity and endogeneity.

First on exploring the FC effects on income convergence at country level in Europe.

Main Results

The latest global FC has:

v’ brought greater absolute and conditional convergence rates to all the EU members,
v' affected richer members more heavily,

v allowed less developed members to recover “more quickly”, and

v decreased the per capita GDP by ~7-9%.

= The creation of the European Union has contributed toward economic growth (~6-9% higher
per capita GDP) and taking the convergence rate to more than its double.

= No similar evidence is found concerning the European Monetary Union effect on economic
growth. However, the convergence rate increases by about a half.

Graphical Analysis (absolute Convergence) Data and Methodology

1999-2007 Data for 25 EU member states In the 1973—-2012 period Is gathered from:
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= The World Bank (2018) (Socioeconomic variables)
_ = Barro and Lee (2013) (Schooling)
* * Freedom House (2018) (Political variables)
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Then, continue with a System GMM following Blundell and Bond (1998)
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Log of initial GDP per capita Controlling for investment (s;,), population (n;,), and human capital
(h;,) (see Table 4). As well as for domestic variables, such as
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government size, openness, and political stability (see Table 5).
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Dynamic Estim_ates Controlling for EU, EMU, and Financial Crisis Shocks. Dynamic Estim_ates Controlling for EU, EMU, Financial Crisis Shocks, and Domestic Variables.
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f s for th
ECB Forum on Central Banking Sintra, Portugal - - . .
. i Flnd thls a er on Research In Econamlcs 73 1 23_34. E::Zdzlrt H.;Easo;dF,rZ.é13:18i.nlr:|t(|aa\ll\jg:dlt2|8: nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn (1), 115-143.
20 years Of European Economlc and Monetary Unlon 17-19 June’ 2019 p p ' ( )’ The\(lj\-/ ooooooo II::OWo:d DeveI:pmentI TTTTTTTTTT r}wgllj)tzms T




