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Mundell Criterion : Labour Mobility

• An international 
comparison suggests 
that labour mobility is 
low in Europe:

– Between countries

Figure 13.9 : Foreign-Born Population (1998) (% of total population)
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Mundell Criterion : Labour Mobility

• An international 
comparison 
suggests that labour 
mobility is low in 
Europe:

– Even within 
countries
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Internal Migration Across Regions (% 
of Total Population)
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Kenen Criterion : Diversification

• Most EU countries 
have a diversified 
production 
structure (intra-
industry trade 
dominates).

• The Kenen
criterion is broadly 
satisfied and well 
explains which 
countries joined 
the Euro area.

Figure 13.8 : Trade Dissimilarity Index (1995)

 Trade Dissimilarity Index (1995)



EC4333 Lecture 5 Handout                                                                           Dr S. Kinsella

http://www.stephenkinsella.net/teaching/ec4333_2007

Beggar Thy Neighbour? Average yearly inflation in Eurozone countries, 1999-2003 (%)

“An optimum currency area is 
a group of countries for whom it 
is optimal to adopt a common 
currency and form a currency 
union.” 


