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Abstract

The Balassa-Samuelson (B-S) effect implies that highly productive countries have
higher inflation and appreciating real exchange rates because of larger productivity
growth differentials between tradable and nontradable sectors relative to advanced
economies. The B-S effect might pose a threat to converging Furopean countries,
which would like to adopt the Euro because of the limits imposed on inflation and
nominal exchange rate movements by the Maastricht criteria. The main goal of this
paper is to judge whether the B-S effect is a relevant issue for the Czech Republic
to comply with selected Maastricht criteria before adopting the Euro. For this
purpose, a two-sector DSGE model of a small open economy is built and estimated
using Bayesian techniques. The simulations from the model suggest that the B-S
effect is not an issue for the Czech Republic when meeting the inflation and nominal
exchange rate criteria. The costs of early adoption of the Euro are not large in terms
of additional inflation pressures, which materialize mainly after the adoption of the
single currency. Also, nominal exchange rate appreciation, driven by the B-S effect,
does not breach the limit imposed by the ERM II mechanism.
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Abstrakt

Disledkem Balassa-Samuelsonova (B-S) efektu je, Ze vysoce produktivni zemé maji
vyssi inflaci a zhodnoceni redlnych sménnych kurzt kvili vétsim rozdilim v ristu
produktivity mezi obchodovatelnymi a neobchodovatelnymi sektory ve srovnani
s vyspélymi ekonomikami. B-S efekt mize pfedstavovat hrozbu pro konvergujici
evropské zemé, které chtéji zavést euro, kvili limitim stanovenym pro inflaci a
nominalni kurzové pohyby maastrichtskymi kritérii. Hlavnim cilem této prace je
posoudit, zda B-S efekt je relevantnim problémem pro Ceskou republiku v sou-
vislosti s dodrzovanim vybranych maastrichtskych kritérii pred pfijetim eura. Pro
tento ucel je vybudovan dvousektorovy DSGE model malé oteviené ekonomiky,
ktery je odhadnut pomoci bayesovskych technik. Simulace vychazejici z tohoto
modelu naznacuji, ze B-S efekt nepfedstavuje pro Ceskou republiku problém pfi
plnéni inflaéntho kritéria a kritéria na nominélni sménny kurz. Néklady na brzkeé
prijeti eura nejsou velké z hlediska dodatec¢nych inflacnich tlaku, které se projevi
predev8im po pfijeti jednotné mény. Také nominalni apreciace sménného kurzu

zpusobenda B-S efektem neporusSuje limit stanoveny mechanismem ERM II.



