Table 1: The Euro and product markets reforms

3 SECTORS 5 SECTORS
@ (&) ) @ () (6)
REG REG REG REG REG REG
REG(-1) 0.94 0.93 0.95 0.93 0.93 0.95
(109.60)***  (107.19)*** (104.66)*** | (112.17)*** (108.13)*** (104.96)***
ESM -0.06 -0.06
(-2.28)** (-2.05)**
EMU -0.18 -0.15
(-5.28)*** (-4.83)***
ESM*ENERGY 0.02 0.01 0.03 0.01
(0.61) (0.23) (0.70) (0.24)
ESM*COMMUNICAT ION -0.03 -0.03 -0.03 -0.03
(-0.81) (-0.81) (-0.72) (-0.74)
ESM*TRANSPORT -0.16 -0.15 -0.16 -0.15
ESM*RETAIL -0.26 -0.27
(-2.07)** (-2.54)**
ESM*PROFESSI10ONAL 0.22 0.24
(2.74)**= (2.87)***
EMU*ENERGY -0.43 0.04 -0.43 0.11
(-9.07)*** (0.49) (-8.95)*** (1.23)
EMU*COMMUNICATION -0.28 0.02 -0.29 0.06
(-5.74)*** (0.3D) (-5.79)*** (0.86)
EMU*TRANSPORT 0.11 0.46 0.11 0.50
(2.39)** (6.26)*** (2.35)** (6.98)***
EMU*RETAIL 0.52 0.85
(4.16)**= (5.75)***
EMU*PROFESS 10ONAL -0.09 0.29
(-1.14) (2.94)***
EMU*REG(-1) -0.12 -0.14
(~6.24)**= (-7.34)**=
OBSERVATIONS 1764 1764 1764 1802 1802 1802

Notes: Generalized least squares regressions allowing for heteroschedasticity of the error term
and including country, sector and time dummies. T-statisitcs in parenthesis. ***, **_ =
coefficients statistically significant at 1%, 5%, 10% level, respectively. REG indicator of
regulatory impediments to product market competition, excluding public ownership; ENERGY,
COMMUNICATIONS, TRANSPORT, RETAIL and PROFESSIONAL sectorial dummy variable that equals 1 for the
corresponding sector; ESM dummy variable equal to 1 from 1993 onward for the countries that enter
the EU"s Single Market Programme; EMU dummy variable equal to 1 from 1999 onward for the

countries that enter the EMU. Columns (1)-(3) include the following 3 sectors: ENERGY,

COMMUNICATIONS, TRANSPORT. Columns (4)-(6) include all 5 sectors in our database: ENERGY,
COMMUNICATIONS, TRANSPORT, RETAIL and PROFESSIONAL. See also Appendix B for the exact definition

of the variables.

28




Table 2: The Euro, product markets reforms, and competitiveness

3 SECTORS 5 SECTORS
(€D) ) A @ (5) (6)
REG REG REG REG REG REG
REG(-1) 0.95 0.94 0.95 0.95 0.94 0.95
(101.60)***  (92.94)*** (104.17)*** | (101.85)*** (93.51)*** (104.47)***
ESM*ENERGY 0.00 0.00 0.01 0.00 0.00 0.01
0.12) 0.08) (0.23) (0.10) 0.02) 0.24)
ESM*COMMUN I CATION ~0.03 ~0.02 ~0.03 ~0.03 ~0.02 ~0.03
(-0.84) (-0.65) (-0.83) (-0.75) (-0.52) (-0.76)
ESM*TRANSPORT -0.16 -0.15 -0.15 -0.16 -0.15 -0.15
ESM*RETAIL -0.27 -0.26 -0.27
(-2.48)**  (=2.18)**  (-2.52)**
ESM*PROFESS 10NAL 0.23 0.22 0.24
G 0.23 0.20 0.03 (21;%3*** (213€%;** (21?7%;**
EMU*ENERGY ] ) ] 31 ) 1
(2.38)** (1.92)* (0.30) (3.42)***  (3.05)*** (1.10)
EMU*COMMUN 1 CATION 0.14 0.12 0.02 0.19 0.17 0.06
(1.95)* (1.56) (0.28) Q.76)%**  (2.41)** 0.84)
EMU*TRANSPORT 0.56 0.54 0.44 0.61 0.59 0.49
(7.37)*** (6.66)*** (6.06)*** (8.43)*** (8.09)*** (6.84)***
EMU*RETAIL 1.01 0.95 0.85
(6.73)*** (5.99)**=* (5.83)**=*
EMU*PROFESS 10NAL 0.51 0.46 0.27
4-91 E = 5-08 *xk 2-74 *xk
EMU*REG(-1) -0.18 -0.17 ~0.11 ¢ -0.30 ¢ -0.29 ¢ -0.13
(-7.94)**= (~7.08)**=* (-5.51)*** (-9.62)*** (-9.56)**= (-6.79)**=
COMPET1(-1) -0.11 -0.10
(-0.96) (-0.86)
COMPET12(-1) -0.57 -0.56
(-0.55) (-0.53)
EMU*COMPET1(~1) -2.76 -2.64
(-2.81)*** (-2.78)***
COMPET2(-1) 0.05 0.05
0.38) (0-36)
COMPET22(-1) -0.15 -0.06
(-0.11) (-0.04)
EMU*COMPET2(~1) -1.97 -1.96
(-2.77)**= (-2.78)**=
N. OF DEVALUATIONS
FROM 1979-1993 0.02 -0.01
(3.46)*** (-1.89)*
EMU* N. OF
DEVALUAT IONS -0.02 -0.01
FROM 1979-1993
(-1.83)* (-1.33)
OBSERVATIONS 1680 1572 1764 1717 1609 1802

Notes: Generalized least squares regressions allowing for heteroschedasticity of the error term
and including country, sector and time dummies. T-statisitcs in parenthesis. ***, 6 **_  *
coefficients statistically significant at 1%, 5%, 10% level, respectively. REG indicator of
regulatory impediments to product market competition, excluding public ownership; ENERGY,
COMMUNICATIONS, TRANSPORT, RETAIL and PROFESSIONAL sectorial dummy variable that equals 1 for the
corresponding sector; ESM dummy variable equal to 1 from 1993 onward for the countries that enter
the EU"s Single Market Programme; EMU dummy variable equal to 1 from 1999 onward for the
countries that enter the EMU. COMPET1 growth rate of the CPl relative to competitors; COMPET2
growth rate of the export goods deflators relative to competitors; N. OF DEVALUTIONS FROM 1979-
1993: number of devaluations that a country that belonged to the European Monetary System did
from 1979 to 1993. See also the Notes to Table 1 and Appendix B for the exact definition of the

variables.
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Table 3: Other determinants of product markets reforms (sectors indicators)

3 SECTORS 5 SECTORS
1 (2) (©)) @) ) (6)
REG REG REG REG REG REG
REG(-1) 0.94 0.93 0.93 0.94 0.93 0.93
(84.13)*** (75.86)*** (73.56)*** (84.06)***  (75.82)***  (73.43)***
ESM*ENERGY -0.02 -0.02 -0.03 -0.02 -0.03 -0.03
(-0.52) (-0.59) (-0.71) (-0.52) (-0.66) (-0.73)
ESM*COMMUNICAT IONS -0.05 -0.06 -0.12 -0.05 -0.06 -0.12
(-1.36) (-1.65)* (-2.70)*** (-1.35) (-1.66)* (-2.76)***
ESM*TRANSPORT -0.18 -0.18 -0.20 -0.18 -0.18 -0.20
(4_25)*** (_4_02)*** (_4_28)*** (_4_26)*** (_4_07)*** (_4_34)***
EMU*ENERGY 0.27 0.19 0.19 0.15 0.07 0.05
(2.48)** (1.73)* (1.65)* (1.20) (0.51) (0.36)
EMU*COMMUNICAT IONS 0.13 0.09 0.13 0.00 -0.04 -0.06
(1.68)* (1.13) (1.55) (0.02) (-0.30) (-0.45)
EMU*TRANSPORT 0.59 0.54 0.54 0.32 0.28 0.05
(7.08)*** (6.40)*** (5.95)*** (1.70)* (0.97) (0.20)
EMU*REG(-1) -0.19 -0.18 -0.17 -0.19 -0.18 -0.17
(—7.46)*** (—6.80)*** (—6.56)*** (_7_50)*** (—6.78)*** (—6.25)***
COMPET1(-1) -0.06 -0.04 0.03 -0.06 -0.04 0.02
(-0.45) (-0.27) (0.22) (-0.47) (-0.29) (0.16)
COMPET12(-1) -0.81 -0.85 -0.50 -0.75 -0.77 -0.44
(-0.71) (-0.71D) (-0.40) (-0.66) (-0.64) (-0.36)
EMU*COMPET1(-1) -2.63 -2.52 (2.49 -2.79 -2.72 -2.37
(-2.19)** (-2.05)** (1.93)* (-2.31)** (-2.20)** (-1.81)*
VA(-1) 2.13 -0.64 -0.42 1.80 -1.33 -0.57
(2.24)** (-0.44) (-0.29) (1.86)* (-0.88) (-0.38)
LABOR EXPENSES (-1) 3.43 3.87
(2.03)** (2.24)**
TOT. EMPLOYMENT (-1) 4.90 4.45
(2.06)** (1.85)*
EMU*VALUE ADDED (-1) 5.57 7.03 3.32
(1.64) (1.75)* (0.75)
EMU*LABOR EXPENSES (- 1.80
1) e
(-0.27)
E?U TOT. EMPLOYMENT(- 6.90
(1.08)
OBSERVATIONS 1383 1282 1158 1383 1282 1158

Notes: Generalized least squares regressions allowing for heteroschedasticity of the error term

and including country, sector and time dummies. T-statisitcs in parenthesis. ***,6 ** *

coefficients statistically significant at 1%, 5%, 10% level, respectively. REG indicator of
regulatory impediments to product market competition, excluding public ownership; ENERGY,
COMMUNICATIONS, TRANSPORT, RETAIL and PROFESSIONAL sectorial dummy variable that equals 1 for the
corresponding sector; ESM dummy variable equal to 1 from 1993 onward for the countries that enter
the EU"s Single Market Programme; EMU dummy variable equal to 1 from 1999 onward for the
countries that enter the EMU. COMPET1 growth rate of the CPl relative to competitors; COMPET2
growth rate of the export goods deflators relative to competitors; N. OF DEVALUTIONS FROM 1979-
1993: number of devaluations that a country that belonged to the European Monetary System did

from 1979 to 1993 VA value added at the sectorial level;

LABOR EXPENSES

labor costs or

compensation of employees at the sectorial level; TOT EMPLOYMENT Total employment at the
sectorial level. See also the Notes to Table 1 and Appendix B for the exact definition of the

variables.
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Table 4: Other determinants of product

markets reforms (countries indicators)

3 SECTORS 5 SECTORS
(€D) (2) (©) 4) (5) (6)
REG REG REG REG REG REG
REG(-1) 0.92 0.91 0.92 0.89 0.86 0.87
(75.89)***  (68.51)***  (68.30)*** | (55.21)*** (49.64)***  (48.67)***
ESM*ENERGY -0.02 -0.02 -0.02 0.02 0.05 0.03
(-0.35) (-0.44) (-0.54) (0.28) (0.80) (0.54)
ESM*COMMUN I CAT IONS -0.05 -0.06 -0.11 0.00 0.02 -0.07
(-1.22) (-1.46) (-2.44)** (0.02) (0.43) (1.06)
ESM*TRANSPORT -0.18 -0.18 -0.19 -0.15 -0.11 -0.15
(-3.97)***  (-3.83)*** (-3.94)*** | (-2.55)** (-1.88)* (-2.30)**
EMU*ENERGY 0.23 0.15 0.15 0.11 0.01 -0.03
(2.10)** (1.32) (1.26) (0.85) (0.06) (-0.24)
EMU*COMMUN I CAT IONS 0.12 0.07 0.13 0.03 -0.04 0.02
1.47) (0.87) (1.45) 0.27) (-0.36) (0.18)
EMU*TRANSPORT 0.58 0.52 0.52 0.49 0.43 0.39
(6.55)*** (5.96)*** (5_57)*** (4.84)*** (4_31)*** (3.66)***
EMU*REG(-1) -0.17 -0.16 -0.16 -0.14 -0.12 -0.11
(-6.63)*** (-5.94)*** (-5.82)*** (-4.64)*** (-3.99)*** (-3.57)***
COMPET1(-1) -0.16 -0.15 -0.12 -0.06 0.01 0.03
(-1.21) (-1.05) (-0.83) (-0.35) (0.06) (0.15)
COMPET12(-1) 0.13 0.25 0.39 0.37 0.50 0.38
(0.11) (0.21) (0.32) 0.27) (0.33) (0.26)
EMU*COMPET1(-1) -2.66 ~2.50 —2.44 -2.62 ~2.66 -2.47
(-2.15)**  (-2.00)** (-1.87)* (-2.01)**  (-2.02)** (-1.80)*
VA(-1) 2.52 -0.58 -0.75 2.43 -1.54 -2.30
(2.51)** (-0.39) (-0.48) (1.98)** (-0.77) (-1.12)
LABOR EXPENSES(-1) 3.89 5.70
(2.20)** (2.20)**
TOT. EMPLOYMENT(-1) 6.40 8.29
(2.49)** (2.41)**
CRISIS(-1) -0.06 -0.06 -0.06 -0.09 -0.08 -0.10
(-2.30)**  (=2.36)**  (=2.27)** | (=2.65)***  (-2.48)**  (-2.78)***
PR. SURPLUS/GDP(-1) 0.65 0.61 0.63 0.66 0.59 0.48
(2.05)** (1.82)* (1.84)* (1.70)* (1.41) (1.12)
RIGHT GOV.(-1) -0.01 -0.02 -0.02 -0.01 ~0.02 -0.02
(-0.83) (-0.96) (-1.01) (-0.52) (-0.83) (-0.75)
CENTER GOV.(-1) -0.07 -0.08 -0.07 -0.10 -0.11 -0.12
(-1.84)* (-2.07)** (-1.71)* (-1.86)* (-2.08)**  (-1.97)**
ELECTION YEAR(-1) -0.02 -0.03 -0.03 -0.02 -0.02 -0.02
(-1.52) (-1.75)* (-1.76)* (-0.98) (-1.10) (-1.02)
REG TRADING PART.(-1) 0.06 0.06 0.05 0.07 0.08 0.08
(2.07)** (1.88)* (1.69)* (1.94)* (2.08)** (2.08)**
UNEMPL BENEF. (-1) -0.33 -0.28 -0.38
(-2.19)** (-1.78)* (-2.35)**
EMPLOY PROTECTION(-1) 0.04 0.07 0.02
(1.01) (1.67)* (0.41)
OBSERVATIONS 1301 1211 1119 984 919 835

Notes: Generalized least squares regressions allowing for heteroschedasticity of the error term

and including country, sector and time dummies. T-statisitcs in parenthesis. ***,6 **_ *

coefficients statistically significant at 1%, 5%, 10% level, respectively. CRISIS dummy variable
equal to 1 when the output gap (defined as the difference of actual output to potential) is below
the 90th percentile of the output gap empirical density; PRIMARY SURPLUS/GDP: Primary deficit as
a share of GDP; RIGHT GOV dummy variable that equals 1 if the government is led by a right
oriented party; CENTER GOV dummy variable that equals 1 if the government is led by a center
oriented party; ELECTION YEAR: dummy variable that equals 1 if (parliamentary or presidential)
elections were held during that year; REG TRADING PARTNERS average of the value of the indicators
REG for the trading partners; UNEMPLOYMENT BENEFIT unemployment benefit replacement rate for low-
income workers in their 1lst year of unemployment; EMPLOYMENT PROTECTION summary indicator of the
stringency for employment protection legislation. See Notes to Table 3 and Appendix B for the
exact definition of all the variables included in the regressions.
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Table 5: The Euro and unemployment benefits

(€D @) ) ) () (6)
UNEMPLOYMENT ~ UNEMPLOYMENT ~ UNEMPLOYMENT | UNEMPLOYMENT  UNEMPLOYMENT  UNEMPLOYMENT
BENEFIT BENEFIT BENEFIT BENEFIT BENEFIT BENEFIT
UNEMPL BENEF 0.93 0.93 0.94 0.93 0.93 0.93
(GD)
(38.57)*** (38.58)*** (38.49)*** (36.90)*** (36.02)*** (35.80)***
ESM 0.00 0.00 -0.01 0.00 0.00 0.00
(1.43) (1.42) (-1.44) 0.77) (0.62) (0.78)
EMU 0.01 0.01 0.01 0.01 0.01 0.01
(2.03)** (1.35) (1.62) (2.00)** (2.35)** (2.29)**
EMU*UNEMPL -0.01
BENEF(-1)
(-0.45)
COMPET(-1) -0.01
(-0.63)
COMPET12(-1) -0.04
(-0.26)
EMU*COMPET1(- -0.11
1)
(-1.27)
CRISIS(-1) 0.00 0.00 0.00
(0.23) (0.23) (0.34)
PR.SURPLUS/GD 0.04 0.03 0.03
P(-1)
(1.18) (0.76) (0.76)
RIGHT GOV(-1) 0.00 0.00 0.00
(0.12) (0.48) (0.32)
CENT. GOV(-1) -0.01 -0.01 -0.01
(-0.99) (-0.91) (-1.11)
ELECT. YR(-1) 0.00 0.00 0.00
(0.16) (0.05) (0.15)
EMPLOYMENT 0.00 0.00
PROTECT. (-1)
(0.46) (0.52)
UNEMPLOYMENT -0.10 -0.10
BENEFIT
TRADING
PARTNERS(-1)
(-2.29)** (-2.39)**
PMKT 0.00 0.00
REGULAT(-1)
(1.38) (0.45)
PMKT 0.01
REGULAT(-2)
(1.59)
OBSERVATIONS 378 378 360 366 362 362

Notes: Generalized least squares regressions allowing for heteroschedasticity of the error term
and including country, sector and time dummies. T-statisitcs in parenthesis. ***,6 **_ *
coefficients statistically significant at 1%, 5%, 10% level, respectively. UNEMPLOYMENT BENEFIT

TRADING PARTNERS average of the value of the indicator UNEMPLOYMENT BENEFIT for the trading
partners; PMKT REGULAT country average value of the sectorial
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indicator REG. See Notes to Tables
3 and 4 and Appendix B for the exact definition of all the variables included in the regressions.




Table 6: The

Euro and employment protection

@ @ (€)) A () (©)
EMPLOYMENT EMPLOYMENT EMPLOYMENT EMPLOYMENT EMPLOYMENT EMPLOYMENT
PROTECTION PROTECTION PROTECTION PROTECTION PROTECTION PROTECTION
EMPLOYMENT 0.93 0.92 0.93 0.92 0.92 0.92
PROTECT(-1)
(31.35)*** (31.08)*** (31.51)*** (30.70)*** (30.77)*** (30.68)***
ESM -0.01 -0.01 -0.02 0.00 0.00 0.00
(-0.97) (-0.95) (-1.07) (0.28) (0.24) (0.24)
EMU -0.01 0.04 0.00 -0.02 0.00 -0.01
(-0.66) (0.79) (0.04) (-0.89) (0.23) (-0.26)
EMU* EMPL. -0.02
PROTECT. (-1)
(-1.13)
COMPET1(-1) 0.00
(0.06)
COMPET12(-1) 0.17
(0.34)
EMU*COMPET1(- 0.51
1)
(0.94)
CRISIS(-1) -0.01 -0.01 -0.01
(-0.91) (-0.46) (-0.46)
PR .SURPLUS/GD 0.00 -0.01 -0.01
P(-1)
(0.01) (-0.07) (-0.08)
RIGHT GOV(-1) -0.01 -0.01 -0.01
(-1.45) (-0.99) (-1.00)
CENT. GOV(-1) 0.00 0.00 0.00
(0.16) (0.11) (0.12)
ELECT. YR(-1) 0.00 0.00 0.00
(0.51) (0.37) (0.38)
UNEMPLOYMENT -0.13 -0.13
BENEFIT(-1)
(-1.58) (-1.53)
EMPL PROTECT 0.03 0.03
TRADING
PARTNERS(-1)
(1.46) (1.46)
PMKT -0.01 0.00
REGULAT(-1)
(-0.47) (0.20)
PMKT 0.00
REGULAT(-2)
(0.07)
OBSERVATIONS 373 373 355 362 362 362

Notes: Generalized least squares regressions allowing for heteroschedasticity of the error term
and including country, sector and time dummies. T-statisitcs in parenthesis. ***, 6 **_  *
coefficients statistically significant at 1%, 5%, 10% level, respectively. EMPL PROTECT TRADING
PARTNERS average of the value of the indicator EMPLOYMENT PROTECT for the trading partners. See
Notes to Tables 3, 4and 5 and Appendix B for the exact definition of all the variables included
in the regressions.
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Table 7: The Euro and wage moderation

(€Y 2)
NOMINAL WAGE GROWTH NOMINAL WAGE GROWTH
NOMINAL WAGE GROWTH LAGGED 0.48 0.47
(10.43)*** (10._12)***
LAGGED INFLATION 0.22 0.24
(3.69)**= (3.91)***
ESM -0.01
(-2.50)**
EMU 93-98 -0.01
(-2.90)***
EMU 99-03 0.00 -0.01
(0.89) (-1.50)
EU-NO EMU 93-03 -0.01
(-1.33)
OBSERVATIONS 508 508

Notes: Generalized least squares regressions allowing for heteroschedasticity of the error term
and including country, sector and time dummies. T-statisitcs in parenthesis. See Notes to Table 1
and Appendix B for the exact definition of all the variables included in the regressions.
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Table Al
€)) (&) 3 &) &) (©) (@) @ (C))
EMU EMU EMU EMU EMU EMU EMU EMU EMU
populationlsh -0.73 -17.90 -14.81 -18.51 -16.39 -18.42 -16.92 -17.88 -17.76
. (-1.53) (-41?41;** (—5254)*** (_4E?i%;** (—5135{;** (_5645)*** (-569é)*** (_5649%*** (_6613)***
areals -0.7 -2.44 -2. -3.4 .64 .65 .5 .67
(-0.26) (-0.98) (-1.01) (-1.32) (1.04) (1.39) (0.91) (1.39)
Prmse 32.79 52.72 57.59 60.63 -14.67 -16.36 -11.17 -17.32
(0.97) (2.00)** (1.82)* (2.20)** (-0.51) (-0.67) (-0.43) (-0.72)
Yrmse 306.17 246.15 317.92 273.61 264.35 231.70 238.02 232.03
g (4.54)*** (4.44)*** (4.45)*** (4.41)*** (4.54)*** (4.98)*** (4.44)*** (5.03)***
Border 0.69 0.84 0.85 0.93 0.36 0.34 0.28 0.29
| (2.28)** (3.26)*** (2.75)*** (3.31)*** (1.43) (1.69)* (1.24) (1.46)
Comlang -1.03 -1.07 -1.26 -1.24 -0.81 -0.68 -0.69 -0.64
colony -0.31 -0. -0.4 -0.41 -0.4 -0.5 -0.4 -0.5
| ol (-1.27) (1.49) (-1.60) (-1.75)* (-1.84)* (-2.52)** (-2.06)** (-2.85)***
pastinflwdil -12.81 -20.67
(-2.25)** (-4.91)***
Ipastintrade 2.19 2.46
(5 R 63)*** (7 R 15)***
laginfldeveull 5.05 2.37
(0.93) (0.62)
laglnrtrade 1.85 2.36
(6 R 02)*** (7 R 62)***
lagintrade 2.24 2.41
(5.63)*** (6.91)***
Ipastinfldeveull 5.49 2.33
(1.16) (0.66)
Ipastinrtrade 1.65 2.20
laginflwdil -36.02 -37.25
(—4.06)*** (_5_11)***
OBSERVATIONS 924 754 754 | 729 | 729 754 | 754 729 729
Notes: See Appendix A for estimation details and and Appendix B for the exact definition of all the variables included in the
regressions.
Table A2
(€D (&) ) “» (©) (6) (@) 6)) (€}
REG REG REG REG REG REG REG REG
populationlsh -0.20 -0.27 -0.27 -0.26 -0.20 -0.25 -0.29 -0.27
(-1.82)* (-1.82)* (-2.25)** (-1.97)** (-1.66)* (-1.54) (-1.88)* (-1.66)*
OBSERVATIONS 1665 1665 1647 1647 1665 1665 1647 1647
R-squared 0.96 0.96 0.96 0.96 0.96 0.96 0.96 0.96

Notes: See Appendix A for estimation details and and

regressions.
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FIGURE 1: DEREGULATION by SECTOR
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Figure 2: PRODUCT MARKET DEREGULATION
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Figure 3: Convergence in Regulation
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Figure 4: Deregulation in Product and Labour Markets
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