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Abstract. The aim of the paper is to provide a consistent literature review on the importance of 
structural convergence for the countries within the same economic area focusing on two main topics: 
the structural similarity problem of countries within an integration area and the evolution and 
development of the union itself (in line with Chenery and Singer’s approach). We aim to synthesize the 
most referential findings of the literature and project them on the most recent events in the European 
Union pointing out the relevance of structural convergence and of the continuation of the process 
under a reassessed form. The relevance of studying the structural convergence process lies in the 
medium and long term implications related to the synchronization of business cycles, long-run 
development patterns and of the dynamics of specialization. Moreover, the topic is of high interest both 
in the context of the future evolution of the European Union and in the decision making process of 
adopting the Euro in Romania’s case. On the side of theoretical papers, there is a rich literature on 
structural change that  generally recommends that economic structures and the differences between 
them should be the starting point for analysis and development of theories of economic development. 
We believe that the preoccupations for this topic should be recalled in the context of the European 
events and new facets should be explored. Along with the views expressed in the European Commission 
White Paper, that the form will follow the function, we emphasize the importance of designing the 
proper institutions at European Union and Eurozone level, but also at national level with taking into 
consideration the goal of advancing towards structural convergence.  
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Introduction  
The concern for the convergence process and the analysis of pair of countries is not a recent 
one, but scholars’ attention was initially directed towards investigating nominal 
convergence between the European Union (EU) member countries, followed by studies on 
the real convergence criteria and lately on the concept of structural convergence (Chilian et 
al., 2016). Empirical studies regarding the EU member countries (mainly conducted for the 
period of 1990-2007) show that in terms of real convergence, countries within the Euro 
area converge in several key aspects such as productivity, labour market indicators, income 
per capita, however in terms of economic structures convergence things are not that clear 
and easy to track (Marelli et al., 2012; Scharpf, 2016), the phenomenon itself having a 
limited understanding (Knill, 2007). The worry is that countries outside the Eurozone and 
those that want to accede it, diverge even more and still do not meet the nominal 
convergence criteria: inflation rate and price stability, sound governmental finances and 
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fiscal stabilization, long-term interest rates and exchange rate stability (European 
Commission, 2016).   

As for analysis on Romania’s case, real and structural convergence at county level 
during the pre- and post-accession periods, although as relevant in the process of 
convergence and catching up, has been subject of even fewer studies (ex: Palan and 
Schmiedeberg, 2010; Paci and Pigliaru, 1997; Longhi and Musolesi, 2007; Dima and 
Vasilache, 2016).  

Structural convergence is defined in several ways, according to different indicators 
used to measure the phenomenon, but it is basically the convergence in sectoral structures 
which is added to the convergence in the per capita income (Wacziarg, 2004). The 
relevance of studying the process of structural convergence resides in the “medium and 
long term implications related to the synchronization of business cycles (if the shocks are 
sectoral) and on the dynamics of specialization and economic development model” 
(Wacziarg, 2001, p.1). The European Economic Advisory Group (EEAG, 2011) points out the 
key role of structural similarity within a monetary union and emphasizes the risk of 
economic and financial divergence as a consequence of not meeting it. Structural 
convergence can be attained once the following three processes are completed: the degree 
of similarity of economic structures, synchronization of business cycles, and trade 
integration (foreign trade). Hence, a high structural similarity level can be considered one 
of the key elements of the structural convergence process because it can mitigate eventual 
shocks caused by a lack of business cycle synchronization or by dissimilarities in the shock 
transmission mechanism. The empirical literature proves a positive impact of structural 
similarity on business cycle synchronization (Beck, 2014). 

The purpose of the paper is to review both theoretical and empirical literature about 
the importance of structural convergence for the countries within the same economic area 
with a great emphasis on the structural similarity problem and the implications on the 
synchronization of business cycles, on specialization and on economic development.   

We begin by synthesizing the most eloquent studies that define structural 
convergence and the related concepts, simultaneously looking at the focus in the empirical 
literature related to structural convergence, and we continue by explaining the intricate 
links between structural convergence and economic growth and particularize on the 
European Union. We conclude with the most referential findings of the literature and 
project them on the most recent events in the European Union pointing out the relevance of 
structural convergence and of the continuation of the process under a reassessed form. 
  

Literature review  
Defining structural convergence and related concepts  
In the European context, structural similarity, as one of the elements that compose 
structural convergence, can provide information on the extent to which countries have the 
potential to form an optimal currency area, as well as on the level of integration within the 
Single Market and on the (dis)similar specialisation between them. Nevertheless, even if 
two countries register a high export structure similarity and a high level of business cycle 
synchronization, if structural differences still exist, there are good premises for them to 
diverge on the long run since non symmetrical economic structures will translate in 
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different responses to common shocks and even more, the probability of asymmetrical 
shock to arise becomes higher.   

The concept of structural convergence refers to the process leading to similarity in 
terms of economic structure associated with a convergence of income per capita, a process 
important for countries belonging to the same economic area and especially for members of 
a monetary union. Economic alignment of Euro area countries, although unregulated, is one 
of the fundamental prerequisites for the good functioning of the monetary union.  
 The term "economic structure" has no generally accepted definition and it 
compounds a wide variety of characteristics of an economy.  In most cases it refers to the 
composition and evolution of components of an economy such as consumption, production, 
trade, employment and government spending. Branson et al. (1998) identify the sectoral 
shares of labour force, consumption patterns and income distribution as the most 
traditional particularities that define an economic structure, to which Kuznets (1956) 
added the variables related to sectoral shares of GDP together with a set of trade-related 
variables. Chenery and Syrquin (1975) also include variables such as: education, 
demographic transition, government revenues, investment and urbanization. Related to 
economic structures are structural changes.  

The concept of structural change is used to identify, interpret and understand the 
causal relationship between economic development and changes in the size and 
composition of economic sectors. Structural economic changes can be defined as temporal 
changes of the macroeconomic objectives and of the co-dependencies between them 
corresponding to circular income flows (Jackson et al., 1989). Kuznets in "Economic 
Development and Cultural Change (various issues)" added the analysis of sectoral 
contribution to GDP and some trade-related variables. 
 The definition of these concepts differ from one author to another and included 
different sets of variables because they were adapted to the purpose of finding specific 
correlations among the convergence of certain economies and economic development, the 
capacity to adjust to economic shocks or the capacity to form an optimum currency area. 
The exemplification of empirical studies that were conducted in this field depicts the 
variety of scope for the concept of structural convergence and is contained in the next 
section of the paper. 
 
The focus in the empirical literature related to structural convergence  
Studies on the economic alignment of countries have had different focus areas and levels: 
structural convergence at an industrial level (Höhenberger and Schmiedeberg, 2008), the 
role of agriculture in the process of structural convergence (Sassi, 2007; Fertő, 2016), the 
transition from an agriculture based economy to an industrial and then service one (Chong 
et al., 2017), regional convergence (Cuadrado-Roura et al., 1999; Guerrieri and Iammarino, 
2003; Longhi and Musolesi, 2007; Crespo and Fontoura, 2009; Di Berardino et al., 2017) the 
relationship between income and structural convergence (Imbs and Wacziarg, 2003), 
convergence in the field productivity (Fagerberg, 2000; Gugler and Pfaffermayr, 2004) and 
the causal link convergence - monetary union integration (Brülhart, 1998). Other authors 
have analyzed economic catching-up process between groups of industrialized countries, 
newly industrialized and less industrialized (Abegaz, 2002) or of countries from Central 
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and Eastern Europe (Landesmann, 2000) and, more recently, on the new EU member states 
Euro adoption (Miron et al. 2009, Brixiova et al., 2009 and Juncker et al., 2015), or a 
reassessment of the convergence achievements of countries which already are members of 
the Eurozone (Palan and Schmiedeberg, 2010). 
 Having in mind the causal link between structural changes and economic development, 
there is a rich literature on structural change, including the important contributions of 
Kuznets (1966), Kaldi (1961), and Chenery (1979) with a revival of the interest in this 
theme in more recent writings (Acemoglou and Guerrieri 2008, Buera and Kaboski 2008, 
Matsuyama 2008, Ngai and Pissarides 2007). While recent literature has broadened and 
deepened the scope of the investigation, emphasis was put on explaining the key stylized 
facts of structural change. These facts include: positive correlation between international 
prices of unsold services and per capita income, positive association between income per 
capita and labor productivity relative to the commercial sector, positive correlation 
between per capita income, rental and wage report, a positive association between share 
(nominal) of services in consumer spending and income per capita (Srinivasan and Quibria, 
2009). 
  

Structural convergence and economic development 
Factors and implications 
Structural convergence is an aspiration of less developed economies which want to 
converge to more developed ones. For developed economies it is also in their advantage to 
cooperate with countries which structurally converge because this means similar consumer 
behavior, similar purchase power, bigger and similar markets, cross-border movement of 
resources, similar investment behavior, similar education level, technological level, etc. If 
structural convergence is attained, all the converging economies will eventually be able to 
cooperate more, economically and politically, coordinate their policies and speak with a 
common voice in relation to third parties.   

Structural convergence can be analyzed from two perspectives: inter-sectoral 
convergence and inter-branch convergence. Fourastié (1949) can be considered as the first 
author who studied inter-sectoral convergence, within the theory known as the 
"assumption of the three sectors": extraction of raw materials (primary), manufacturing 
(secondary) and services (tertiary). The theory predicts that  an economy as it grows, will 
change the sector it specializes in. In the stage of  a low national income country, economic 
activity and specialization will rely on the production and export of raw materials, , while in 
the stage of the highest level of development, that country is very likely to  become a 
service-based economy. The speed of transition dependents on three main factors: (1) 
initial deviation from the model development structure model, (2) GDP growth rate, and (3) 
trade policy followed. All three combined have produced a very rapid transformation of the 
economy of South Korea (Chenery, 1982). The three sectors hypothesis predicts that 
countries with similar levels of development will be characterized by similar inter-sectoral 
structure but of course, structural convergence level will never be absolute due to 
differences in size, resource endowments, culture or institutional characteristics (Chenery, 
1960).  
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The evolution from underdeveloped to developed economy can be defined by a set 
of structural changes that may vary depending on the endowments and social 
characteristics of each country, but there are still many factors that lead to a certain level of 
uniformity in the transition process: similar changes in consumer demand, an increase in 
income levels, the need and tendency to accumulate physical and human capital and 
improved access to sources of technology and trade (Chenery, 1982). 
 Further on, we particularize on structural similarity, as a key element of the process 
of structural convergence, and its relation to economic growth. We believe that this matter 
deserves a special attention because, if business cycles are unsynchronized in the case of  
asymmetric shocks or differences in the mechanisms of transmission of common shocks, 
structural similarity can smooth the impact on the economies of the synchronized 
countries.   
 Studies on the structural similarity begin with listing the factors that influence, 
determine and explain the similarity. Analyses include national income among the variables 
that determine the structural similarity, so that countries converging in terms of income per 
capita tend to converge in terms of sectoral similarity and of sectoral labor productivity 
(Wacziarg, 2004). Convergence of determinants of comparative advantage in the Heckscher-
Ohlin model (such as relative abundance of labor) can also lead to structural similarity and 
countries and including regions will tend to produce similar product categories. Barrios et 
al. (2002) suggests that the relative size of regions is a factor influencing the degree of 
economic similarity, assuming that the ratio of similarity decreases the difference in terms 
of territorial size of the regions analyzed. 

Generally, the results of empirical studies have confirmed the above factors’ 
influence on the process of similarity that may occur between countries / groups of 
countries. In a study based on 14 European countries, Barrios et al. (2002) demonstrate the 
importance of similarity in income per capita regarding the economic structures tendency to 
align. Wacziarg (2004) confirms the conclusion of Barrios et al. (2002) regarding the 
association of similarity in terms of income per capita and the structural similarity, but he 
also tests the influence of resource endowment similarity (land, capital and labor). The 
results demonstrate the relationship of interdependence between income per capita and 
capital, but found no correlation with related land resources and labor. Gravitational factors 
as geographical proximity and the existence of common borders and relative size of the 
population were also taken into account as potential determinants of structural similarity, 
and they are showing a significant positive influence on the structural similarity of 
economic areas analyzed (Crespo and Fontoura, 2009).  
  
Structural convergence in the European Union 
Due to the existence of common institutions, policies, regulations and to some extent 
resources, the European Union provides a suitable framework for empirical analysis and 
testing of the pattern of growth and structural change. The premises to see if a common 
pattern of development exists between the member countries rely on the existing growth 
and development models   associate structural change with the variations in GDP per capita 
and population. At the same time, we can see if latecomers register a different pattern in 
terms of resource allocation and accumulation, and demographic evolution. Empirical 
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results tend to confirm the different nature of development for countries that have had a 
late start (Prados de la Escosura, 2007).   
 The level of similarity is measured by different methods leading to results which are 
hard to compare. Cincibuch & Vavra (2000) estimated the economic similarity of the Czech 
Republic to the euro area using the proposed determinants of optimum currency area (OCA): 
destination of foreign trade, composition of goods exports and the correlation of business 
cycles. They find a good convergence among Eurozone countries in Western Europe and a 
weak convergence among CEE countries before 2013. But authors in empirical literature do 
not generally agree on the foundations relevance of the OCA theory and its application in 
the Eurozone governance (Snaith, 2014; Qiu, 2014).   

Stronger trade links can promote thus a higher correlation/similarity of economic 
activity in a single monetary zone (Frankel and Rose, 1997). On the other hand, a high trade 
intensity may lead to increased specialization and, consequently to lower levels of 
structural similarities (Krugman, 1993). Mongelli et al. (2016) recall the problem of the 
optimum resource allocation, which fails in case of bad specialization, showing that frictions 
actually help the process of directing resources towards more productive companies.  

While the matter is still under debate, “it was expected that the adoption of a single 
currency would give strong incentives to carry out structural reforms to compensate for the 
loss of monetary policy as a stabilization tool” (Buti and Turrini, 2015).  

The empirical literature proves that the convergence level differs according to the 
economic level where the analysis is taken. The promoter of structural convergence is inter-
sectoral structural change because the ratio of the three aggregate sectors is becoming more 
similar over time due to processes of industrialization and transition to the tertiary sector 
(Höhenberger and Schmiedeberg, 2008). Intra-sectoral convergence, however, cannot be 
traced: in either manufacturing or services, European countries do not seem to converge, 
being rather divergent. This is not surprising because the aggregate industries in these 
sectors cannot develop in similar directions. Some industries may diverge because of data 
dependencies of model development and economies of scale, while in other industries 
congestion costs and high labor costs of production sites can lead to convergence. As these 
trends (simultaneously) can cancel each other when they are analyzed as an aggregate, an 
industry level analysis is required to detect trends of convergence / divergence 
intrasectorial.  

A particular interesting topic can be developed on the question of how much to 
converge in the European Union is the higher education system. It is desirable to have a 
certain differentiation that corresponds to students, resources and labor market 
particularities. In the same time convergence regarding the formal structure of universities 
improves mobility and the recognition of certificates among member states (Dunkel, 2009). 
Teichler (2012) evaluated the results of the Bologna process regarding the improvement of 
mobility and he showed that students from outside the EU increased their mobility but 
between students from member states there are still notable differences. Generally 
convergence in higher education is an ongoing process, but differences persist because of 
the initial large gaps and the lower speed of some countries or in some areas (Dima, 2014). 
Among the causes Dima (2014, pp. XXII) mentions: “excessive control, defective 
governance, lack of appropriate funding”.  The current priorities in the Bologna process 
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reveal the fact that convergence in higher education should focus on the quality 
improvement of educational services, improving the employability of graduates, inclusive 
systems and implementing structural reforms (European Commission, 2015).  
 

 
Conclusion 
Structural convergence is a complex concept and phenomenon. As a consequence, its 
definitions are not very strict, nor precise and refer to a wide range of conditions that must 
be attained by structurally converging economies and still remain open to be completed.     

Structural converge has not been attained in an absolute form anywhere in the 
world and nor it is possible to do so. But, because it is considered to have a positive relation 
to economic growth, countries that succeed to do more in converging their economic 
structures, can hope for a consolidation of their strategic position, more opportunities for 
future development and to avoid asymmetric shocks. These characteristics have led to two 
tendencies in the literature: 

(1) Although a relatively recent concept, since it was introduced there have been 
hard efforts to theorize it, to increase awareness about it and to empirically prove its wide 
implications and its causal factors. Numerous policies were proposed and the assessment of 
the convergence success in different examples was carried out.  

(2)  The empirical literature has focused more on nominal convergence as compared 
to structural or real convergence, because it is easier to measure, the conditions are precise, 
and for the case of the European Union, only nominal convergence criteria is imposed. 
However, many authors agree that especially for the European Monetary Union adhesion 
structural convergence and real convergence are very important. 

The literature generally recommends that economic structures and the differences 
between them should be the starting point for analysis and development of theories of 
economic development. The fundamental premise is that countries that are in different 
stages of development tend to have different economic structures due to the differences 
that exist between them in terms of resource endowments.  

After synthesizing the meaning and implications of the structural convergence issue, 
we believe that the preoccupations for this topic should be recalled in the context of the 
European events.  

The five scenarios sketched by Jean-Claude Juncker in the White Paper on the future 
of Europe in March 2017 refer to how many and how profound would be the choices made 
in common (European Commission, 2017). While previously there were many discussions 
about the adequate institutions that would drive the EU to further integration (at national, 
subnational or EU level), the phrasing of the five scenarios does not mention at all the 
design of the institutions and institutional processes because the “form will follow the 
function”. Although the convergence issue is hardly even mentioned, and the scope is much 
wider than economic aspects, it becomes visible that even the most basic form of 
cooperation, such as in scenario 2: “nothing but a single market”, cannot be absolute 
without the harmonization of legislation. And this harmonization, in our view, would hardly 
produce benefits unless it is laid out on structurally converging economies. Along with the 
views expressed in the European Commission White Paper, that the form will follow the 
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function, we emphasize the importance of designing the proper institutions at European 
Union and Eurozone level, but also at national level (according to the specificities of each 
country), with taking into consideration the goal of advancing towards structural 
convergence. This would lead to real convergence (Buti and Turrini, 2015) and further 
integration will be possible.    

A final conclusion that we depicted from the literature is that integration does not 
only lead to convergence to a certain extent (Karras, 1997), but also integration cannot 
advance beyond a certain point unless convergence advances too.  
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