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Urgency of the research. Throughout last few years the
importance of social factor for the Economic and Monetary
Union (EMU) have been underlying frequently. Finally, in
2017 European Commission accepted “The European Pillar
of Social Rights” to restart the social activity of the monetary
union and to tackle its ‘social deficit’.

Target setting. After creation of the EMU there was a
belief that common currency and set of Maastricht conver-
gence criteria would smooth the divergence among its mem-
bers. However, real social convergence still remains a chal-
lenge.

Actual scientific researches and issues analysis. Dif-
ferent aspects of the EMU’s social dimensions were re-
searched by L. Andor, I.Begg, S.Fernandes, R. Niblett,
F. Vandenbroucke et al.

Uninvestigated parts of general matters defining.
Social consequences of the adjustment mechanism in the
EMU are still researched insufficiently.

The research objective. The paper aims to analyse the
social consequences of creation of common currency area in
Europe in order to define the priorities for establishing of
Social Union or Social Europe.

The statement of basic materials. The paper investi-
gates the social consequences of launching the currency
union in Europe. The social effect of the EMU is considered
in varied aspects: real and nominal convergences; reduction
of poverty rate and social exclusion. Different policy ap-
proaches toward social development are considered: in the
frames of the Eurozone and whole EU.

Conclusions. The paper concludes that in spite of some
progress in social issues, the EMU doesn't prove the beliefs
concerning effectiveness of its adjustment mechanism, real
income convergence and unemployment reduction.
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COUIANbHA E®EKTUBHICTb
€BPOMENCbKOIO EKOHOMIYHOIO TA
BAJMIOTHOI O COKO3Y

AkmyanbHicmb memu OocnioxeHHs. [Tpomsizom
ocmaHHiIX poKie Yacmo niokpecstoeanach 8axsnugicms coui-
anbHO20 YUHHUKa Onsi hyHKUioOHys8aHHs1 €8pornelicbKko2o
EKOHOMIYHO20 ma 8asitomHoeo cor3dy (EEBC). 3pewmoro, 8
2017 p. E€sponelickka Komicis npuliHsina "€eponelicbKy
KOMIMOHeHmy coujanbHux npas", kompa nogsuHHa 8ioHosumu
coyianbHy aKkmueHIiCmb 8aromHO20 COo3y ma nodonamu
lio2o «couianbHuli deghiyumsy.

Mocmanoeka npo6nemu. [licrisi cmeopeHHs €EBC na-
Hysana OymKa, WO 68e0eHHsI ChifbHOI 8anromu ma Habip
MaacmpuxmcbeKux Kpumepiie cymmego 3HU3SMb pieeHb Ou-
8ep2eHUil MK YrieHamu anbsiHey. [lpome pearbHa coujanbHa
KOHBEP2EeHUis 3anuuaemscsi He00CA2HYMOH i CbO20O0HI.

AHani3 ocmaHHix docnidxeHb i ny6nikauyid. Pi3Hi ac-
nekmu coujanbHux sumipie EEBC docnidxysanuck 8 npaysx
J1. AHOopa, I. bera, @. BaHOeHbpyke, P. Hibnema,
C. ®epHaHOec ma iH.

BudineHHs1 HeAocnidXeHuUx 4YacmuH 3a2aslbHOI npo-
6nemu. HedocmamHbo OOC/IOXKEHO 3anuwaemscs npo-
bremamuka couyianbHUX HaciioKie MexaHi3My KopuzyeaHHs
€EBC.

lMocmanoeka 3aedaHHsI. Memow cmammi e npose-
OeHHs1 aHanizy couianbHUX Hacriokie 68e0eHHs CrinbHOI
ganomu 8 €sponi Onsi 8U3Ha4YeHHsI npiopumemie cmaHos-
neHHs CoujanbHo20 cor3y Yu CoujanbHoi €spornu.

Buknad ocHoeHo20 mamepiany. 30ilicHeHO aHari3 co-
uianbHUX Hacrniokie CmMeopPeHHs 8allOMHO20 Cco3y 8 €8po-
ni. CouianbHi eumipu €EBC posensidatombcs 8 acriekmax
pearnibHOI ma HOMIHarIbHOI KOH8epP2eHUil, 3MEeHWEeHHS pieHs
6i0Hocmi ma couianbHO020 BUKITHOYEHHS. Po32rssHymo pi3Hi
rnonimuyHi nidxodu Ao coujanbHO20 Po38UMKY: 8 2eozpadpi-
YHUX KoopOuHamax €8po30HuU ma ecb020 EC.

BucHoeku. He 38axaroqu Ha desikull ycrix 8 couianbHill
cepepi, €sponelicbKuli €KOHOMIYHUL ma 8asItomHUl CO3 He
surpasdas crodigaHb CMOCOBHO eGheKMUBHOCMI MexXaHi3my
KopuzysaHHsi, KoHeepeeHUii peanbHux 0o0x00i8 ma 3MeH-
WeHHs pigHs1 6e3pobimmsi.

Knroyoei cnoea: «CouianbHa €8ponay; coujanbHul
COI03; MeXaHi3M KopuayeaHHsi; 6e3p06immsi; KOH8epPeeHUs.

Urgency of the research. Throughout last few years the importance of social factor for the Eco-
nomic and Monetary Union (EMU) have been underlying frequently. Finally, in 2017 European Com-
mission accepted “The European Pillar of Social Rights” to restart the social activity of the monetary

union and to tackle its ‘social deficit’.

Target setting. After creation of the EMU there was a belief that common currency and set of
Maastricht convergence criteria would smooth the divergence among its members. However, real so-

cial convergence still remains a challenge
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Actual scientific researches and issues analysis. Different aspects of the EMU’s social dimen-
sions were researched by L. Andor, I. Begg, S. Fernandes, R. Niblett, F. Vandenbroucke [1-6] et al.

Uninvestigated parts of general matters defining. Social consequences of the adjustment
mechanism in the EMU are still researched insufficiently.

The research objective. The paper aims to analyse the social consequences of creation of common
currency area in Europe in order to define the priorities for establishing of Social Union or Social Europe.

The statement of basic materials. The Economic and Monetary Union (EMU) could be consid-
ered as a benchmark for deep economic integration, which currently has no analogues in the world.
Since 2016, the EMU has evolved into a banking union. Indicated targets are also fiscal union and
political union, which are already fragmentally implemented.

The declared types of unions are constantly fall into the discussion sphere of researchers and prac-
titioners and are widely represented in the diverse literary sources. However, today another type of
"unions" — the social one — is frequently mentioned.

The issues of social dimension are discussed both for the EMU and EU28 (so called ‘Social Eu-
rope’) levels. As marked by S. Fernandes & K. Maslauskaite, social union is expected (1) to prevent
severe competition between the EU member state on the internal single market and the risks of ‘race
to the bottom’, (2) to assist overcoming of the current crisis effects in the short run, (3) to promote pub-
lic support for the European integration [1]. At the same time, the abovementioned arguments would
be reinforced in the framework of the EMU, taking into account tighter interdependence between its
members and necessity for higher level of convergence.

According to the concept of Optimum Currency Areas, single currency zone requires high level of
convergence among its members: national business cycles should be synchronized, asymmetric
shocks (both exogenous and endogenous) should be reduced. If these conditions are not met, asym-
metry could be compensated through the means of adjustment mechanism and fiscal centralization.
Among the social aspects of adjusting process, labour mobility and wage flexibility should be men-
tioned. F. Vandenbroucke considers also the convergence in education and life-long learning as im-
portant factors of symmetry [2]. Fiscal concentration could be considered as a step toward transform-
ing of the EMU in accordance with the principles of ‘welfare state’ [3].

The analysis of the EMU’s social effects will be conducted in accordance with the following sequence:
(1) Effect of the currency unification on employment; (2) Labour mobility and adjustment mechanism; (3)
Real convergence in the EMU; (4) Impact of the EMU on poverty rate and social exclusion.

To determine the effect of the EMU on employment, we cluster the EU countries into two groups:
EU15 (so called ‘old’ Europe — the founders and states that joined the EU before 1995) and EU13
(or ‘new’ Europe — the EU members that joined after 2004). We did not limit deliberately the research
area with the EMU states exclusively to avoid the effect of survival bias. Instead we included in the
sample the rest of the EU as the control variables.

The Fig. 1a plots average unemployment rate of the EU15 from 1991 to 1998 (period before Euro
involvement) against average unemployment rate from 1999 to 2014. The regression line has a slope
of 0.56 and R? of 0.59 (i.e., the indicators are interdependent in general, but the deviations are rather
significant). Most of the EU15 states had been experiencing the decreasing or relatively stable levels
of unemployment rates during the Euro-period. Only, Greece and Portugal had been facing with ap-
preciable unemployment growth after 1999 (4.4 and 3.3 percent points respectfully). The unemploy-
ment rate in Spain is more conspicuous than EU15 average, but at the same time Spain, as well as
Ireland and Finland, demonstrates the largest progress after joining the Eurozone (5.4 percent point
decreasing of average unemployment rate in the researched periods). But it should be noted that
among the states with decreased unemployment rates there are also non-EMU members: the UK and
Denmark, thus Eurozone could not be considered as the single factor of advancement.

For the most of the EU13 the breaking year was 2004, when 10 new members joined the EU and 7
of them decided to apply ERM Il or pegged their currency to euro (Latvia and Slovakia do this in 2005
and 2006; Hungary quit currency pegging in 2008). The average unemployment rate of EU13 from
1991 to 2003 against average unemployment rate from 2004 to 2014 is plotting in Fig. 1b. The regres-
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sion line has a slope of 0.5 and R? of 0.69 (i.e., the deviations of indicators were less significant than in

the EU15).
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Fig. 1. Persistence of unemployment rates across EU15 (a) and EU13 (b), 1991-2016
Source: created by the authors on the basis of [4]

The EU13 states are characterized typically by higher average unemployment rate than EU15 but
integration into the EU had influenced positively on its reduction for most of them. Anyway, the link of
unemployment rate and monetary arrangement is not very obvious. Among the EU13 states the big-
gest progress in decreasing the unemployment rate after 2004 was demonstrated by Bulgaria (own
currency pegged to euro), Poland (own currency, flexible exchange rate) and Lithuania (adoption of
euro). But still the absolute rate of unemployment in those three countries remains among the highest
in the EU.

According to the theory of Optimum Currency Areas, labour mobility is one of the fundamental con-
ditions of adjustment process that allows the alliance to keep some divergence among members as
well as makes asymmetric shocks not to be so vulnerable. Low level of labour mobility in the EMU is
among the traditional arguments for claiming the EMU not being optimal currency area (alongside with
the lack of fiscal supranational mechanism of accumulation and transfer, high differentiation of domes-
tic prices, low trade openness, differences in national economic structures etc.) [5].

Share of foreign-born population varies largely among the EMU member states. Figure 2 demon-
strates the share of working-age population of the EMU states, that was born in other EU states or
outside the EU. The diagram includes both 1% and 2" (EMU native-born with foreign and mixed back-
ground background) generations of immigrants. The total available value of working-age migrants to
the EMU out of the EU is larger significantly than foreign-born EU citizens (11.5 million against
6.9 million).

Thus, the fundamentals for adjustment mechanism in the EMU are rather weak at a first glance.
But recent after-crisis dynamics in migration pattern give hope that labour mobility may increase its
role in this process.

After creation of the EMU there was a belief that common currency and set of Maastricht conver-
gence criteria would smooth the divergence among its members. However, more than 15 years of
monetary integration brought state-of-the-art only for nominal convergence (i.e. inflation rates and in-
terest rates), while real convergence (i.e. incomes per-capita) still remains a challenge.

Nevertheless, the average annual earnings are growing constantly both in ‘old’ and ‘new’ members
of the EMU (see Fig. 3a). However, the divergence within and between country groups is growing as
well (Fig. 3b). For instance, in 2015 annual net earnings in Luxemburg were EUR 28 800, that was
almost ten times higher than Bulgarian earnings of EUR 2 900. Of course, price levels are different
among countries that compensates to some extent such disparities — for example, in Luxemburg the
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price levels are about three time higher than in Bulgaria (according to price level index for household
final consumption expenditure) [4].
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Fig. 2. Share of working-age population of the EMU members born in other EU states and outside,
2014

Remark: Luxemburg (38% of population was born in another EU country, 9% - outside the EU) was excluded from the dia-
gram to make it clearer; no data available for Denmark, Ireland; partially available data for Latvia, Lithuania, Slovakia

Source: created by the authors on the basis of Eurostat 2014
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Fig. 3. Average annual net earnings (a) and their standard deviations (b) in the EU and EMU
Remark: Net annual earnings are calculated for single person without children, 67% of average workers
Source: created by authors on the basis of Eurostat 2017
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Reduction of poverty and social exclusion is among the main priorities of the European Commis-
sion that is proved by its highlighting in the Europe 2020 Strategy (it is planned to lift at least 20 million
people out of the risk of poverty and social exclusion — AROPE indicator). AROPE number is definitely
larger than the number of really poor and excluded people and consists of three key sub-indicators:
(1) at-risk-of-poverty or relative/monetary poverty — number of low income residents in comparison to
the rest of society; (2) severe material deprivation; (3) households with very low work intensity.

According to European Commission’s report on social inclusion, in 2015 the share of people
AROPE is back at its pre-crisis level of 2008 — 23.7% of EU population (around 119 million people).
Relative/monetary poverty was typical to 17.3% of population; severe material deprivation — 8.1%; job-
less households — 10.5%.

The main social priorities of the EU policy were announced in 2013 by EU Employment and Social
Affairs Ministers — unemployment, youth unemployment and inactivity, household income, poverty and
inequalities [6].

In general, there are two main policy approaches toward the social dimension of the EMU. First
approach emphasizes that employment and social policy is the prerogative of national governments.
Second approach is based on the supposition that social vector should be mainstreamed in all EMU’s
political initiatives taking into account that social aspect is often affected by policies of other areas.

In 2017 the discussion concerning the level of social issues’ implementation was finally completed
with implementing “The European Pillar of Social Rights”. The Pillar is expected to become a refer-
ence framework of the EMU (with free access of other EU members) and the time will show whether
the current challenges would be met and ‘triple A’ social Europe will be achieved.

Conclusions. Social union, alongside with banking, fiscal and political unions, is among the often-
discussed forms of evolution of the EMU. The issue is considered simultaneously at both levels: social
dimension of the EMU and more general ‘Social Europe’ (EU level). More than 15 years of monetary
integration leads only to nominal convergence (inflation rates and interest rates). In spite of some pro-
gress in social issues, the EMU doesn’t prove the beliefs concerning effectiveness of its adjustment
mechanism, real income convergence and unemployment reduction.

Currently, several policy approaches toward the social dimension of the EMU were elaborated. The
first emphasizes that employment and social policy is the prerogative of national governments. The
others suppose that social vector should be mainstreamed in all EMU’s political initiatives. The possi-
bility of implementing the social model at the pan-EU level is also considered.
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