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Abstract

In our analysis, we examine the convergence of all recent ten European Union (EU)
members to EU standards. Novel features of the paper include more complete measures
of convergence, in particular fiscal convergence; a broader examination of inflation
convergence with respect to the Maastricht benchmark as well as the European Central
Bank’s inflation objective; and more appropriate tests of convergence that allow for
structural breaks. The results indicate slow but steady per-capita real income convergence
towards EU standards. Although evidence indicates significant inflation and interest rate
convergence, fiscal convergence evidence is discouraging, indicating a lack of fiscal
sustainability. An important policy implication of the results is that current fiscal
practices may delay the new members’ entry into the Exchange Rate Mechanism II
(ERM2) and hence their adoption of the euro. Our empirical results support the following
recommendations: authorities need to (1) improve their budget institutions, (2) introduce
further reforms to cut down government expenditures, and (3) consider adopting fiscal
rules. Therefore, the countries with serious fiscal problems should not rush to enter the

Eurozone.
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Abstrakt

V této studii analyzujeme konvergenci deseti novych ¢lentt Evropské Unie (EU) k jejim
studie: soustied’ujeme se na fiskalni konvergenci; Sifeji zkoumame inflacni konvergenci
z pohledu Maastrichtského kritéria 1 cili Evropské centralni banky; pouzivame
vhodnéjsi testy konvergence zohlednujici strukturalni zmény. Nase vysledky
dokumentuji pomalé ale trvalé sblizovani redlné vykonnosti na jednoho obyvatele s
vyvojem v EU. Dochazi rovnéz k vyraznému sblizovani inflace a irokovych sazeb. Na
druhé stran€, vyvoj fiskalni konvergence je nedobry a ukazuje na nizkou fiskalni
udrzitelnost. Dulezitou skutecnosti praktického vyznamu je to, Ze soucasné vedeni
fiskalni politiky mize zpozdit vstup n€kterych novych clenskych zemi do rezimu
Mechanismu ménovych kurzd II (ERM2) a tim zpozdit i jejich pfijeti eura. Nase
empirické vysledky tvofi zaklad nasledujicich doporuceni: je tfeba, aby odpovédné
organy (1) zlepsily instituce nutné k tvorbé rozpoctu, (2) zavedly dalsi reformy vedouci
k snizeni vladnich vydajt, (3) zvazily pfijeti fiskalnich pravidel (vedoucich k omezeni
fiskalni nediscipliny). Zem¢ s vaznymi fiskalnimi problémy by proto nemély uspéchat

svlj vstup do Eurozony.





