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Abstract

This paper analyses the impact that the implementation of the single currency may exert on Spanish regional disparities. In particular, it covers two factors that could affect the regional income distribution: the foreseeable increase of international trade and the loss of the monetary sovereignty. As regards the first issue, the paper displays some evidence showing that the richer and more open regions in Spain have grown at a faster rate in the last decades than the poorer and less open ones. Therefore, the increase in the international trade entailed by the single currency may enlarge the gap among rich and poor regions in the near future. 

Concerning the second topic, the basic assumption is that regional disparities should not be very affected by a single monetary policy if business cycles in the eurozone are similar enough. Following some recent contributions in the framework of the modern approach to business cycles, the paper looks at the correlation of some relevant variables at the regional and national levels with the EU. Our basic findings suggest that these correlations are rather similar. However, a more accurate comparison of Spanish regional inflation profiles with those exhibited by selected EU countries (especially Germany) suggests some differences. Thus, the monetary policy implemented by the European Central Bank may favor some regions but be detrimental to others, potentially amplifying the level of regional disparities. 
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