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ferential Impact of Economic Monetary Union on
P Select Member-States

Dr. Mala Rani' and Dr. Anupama Mahajan?
!Academy of International Studies, Jamia Millia Isiamiq
*Faculty of Commerce, University of Delhi
E-mail: 'malarani072@gmail.com, 2"”UPGmamahajanOS@gmail.com

BACKGROUND

The creation of the Economic Monetary Union (EMU) was hailed as both a political as well as an economic
novation. Politically, the Union 1mphe§ the foregomg of r‘lational sovereignty and development of a
supra national structure toward a Eur9 village. Economically, it was expected to herald an era of economic
cooperation and the adva.ntages of a single currency, such as, reducing the transaction costs and exchange
rate risks, increasing price transparency and competition, better prospects of intra-regional trade and
investment, etc. Starting in the period 2008-09, the EMU

has been experiencing the economic crisis,
the most difficult moments of its existence, giving rise to

political, economic and academic debate on
the desirability of making or breaking the Union. A hindsight and a foresight based examination of the

concept, theory and evidence of the outcomes of the Economic Monetary Union has gained importance
for researchers. Present study has been undertaken to gain insight and make comprehensive information

available to those interested in knowing the international developments that are taking place and are
going to affect Indian economy.

STATEMENT OF THE PROBLEM

The present paper ‘Differential Impact of Economic Monetary Union on Select Member States’ has been
studied by focusing on differential impact of ‘Euro’ (2000-2011).

DIFFERENTIAL IMPACT OF ‘EURO’ (2000-2011)

It has been observed that since the start of EMU, the inflation was lower in Germany, Austria,_ Fran_ce,
Finland and Belgium, while it was higher in Italy, Spain, Greece, Por‘tugal, anq lrelaqd. Fu.rther: mﬂat19n
was lowest (1.3%) in Germany and highest (3.8%) in Ireland, implying a maximum inflation ;-ixgslrgntla]
of 2.5 percentage points. Inflation differential in the. Euro zone area over the fllrs; }lzearstho . was
characterized by a high level of persistence. Inflation in Germany was continuous YMe o rea “11:822
average, while inflation in Italy, Spain and Ireland was steadily above the average.h oreovneo.n q

arises whether these inflation differentials are a long lasting or rather a temporary phenomenon.

It may be observed that besides Inflation, there could be other vari;bles.tas;;lzh as, GDP, to find out
differential impact of Euro in more-prosperous and less-prosperous member-states.

SIGNIFICANCE OF THE STUDY

i ts in unification is
i ial time of current developmen
To study t f problem-states in EU at the crucia ; igtiibecviiialo
SignificZn:]:oiotr}]liuvfr;zlepworld in general and for India, in particular, because of many imp
that are stated below.

retr r iv i Economic Monetary
f the study is to ret ospectively and prospecti ely examine the
1. The purpose o

o1 er states and entailed
Union. Originating from Greece, the crisis fast engulfed several other memb
ey veal pospeens of oy i ld economy.
very real p%ospects of the contagion impacting the worl
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