

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	To Be or Not to Be: An Optimum Currency Area for South Asia?

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			41 Pages
		
		

		Posted: 17 Aug 2013
		
		
		
	

	
		
			
			




	See all articles by Krishna RegmiKrishna Regmi
Lehigh University, Department of Economics, Students
Alex Nikolsko‐Rzhevskyy
Lehigh University - Business School
Robert J. Thornton
Lehigh University - College of Business


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: July 31, 2013

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper empirically investigates whether South Asian  countries constitute an optimum currency area (OCA) by applying a structural vector auto-regression (SVAR) model to trace global, regional, and domestic shocks. Variance decomposition shows that domestic shocks dominate regional and global shocks, which contrasts with our findings for the European Union countries, used as a basis for comparison. We conclude that at the present time the South Asian region as a whole does not meet the prerequisite conditions of an OCA. The loss of an autonomous monetary instrument can outweigh the benefits of a common currency. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: South Asia, common currency, SVAR, variance decompositions

	
	

	
    

    
	

	
	
		JEL Classification: F33, F36

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Regmi,  Krishna and Nikolsko-Rzhevskyy,  Alex and Thornton,  Robert J., To Be or Not to Be: An Optimum Currency Area for South Asia? (July 31, 2013).  Available at SSRN: https://ssrn.com/abstract=2310936 or http://dx.doi.org/10.2139/ssrn.2310936 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Krishna Regmi (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Lehigh University, Department of Economics, Students  ( email )

			

			
			
				
				
				
					27 Memorial Dr W
Bethlehem, PA  18015
United States

				

				
			

			
				
				
					HOME PAGE: http://www.krishnaregmi.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Alex Nikolsko-Rzhevskyy

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Lehigh University - Business School  ( email )

			

			
			
				
				
				
					621 Taylor Street
Bethlehem, PA  18015
United States

				

				
			

			
				
				
					HOME PAGE: http://www.nikolsko-rzhevskyy.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Robert J. Thornton

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Lehigh University - College of Business  ( email )

			

			
			
				
				
				
					Bethlehem, PA  18015
United States
610-758-3460 (Phone)
610-758-4677 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      114

			

		
		
		
			Abstract Views

			      996

		

		
		 
		
			Rank

			  438,266

		

		
	


	

	
		
			
				       19 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Econometrics: Single Equation Models eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometrics: Single Equation Models eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,438

                                    

                                    
                                        PAPERS

                                            5,190

                                    

                                

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,643

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Econometric Modeling: International Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: International Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              634

                                    

                                    
                                        PAPERS

                                            6,421

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: International Financial Markets - Volatility & Financial Crises eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: International Financial Markets - Volatility & Financial Crises eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              602

                                    

                                    
                                        PAPERS

                                            4,554

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: International Financial Markets - Foreign Exchange eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: International Financial Markets - Foreign Exchange eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              586

                                    

                                    
                                        PAPERS

                                            1,502

                                    

                                

                                
                            

                        

                    

                
	
                    Emerging Markets: Regional Perspective eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Emerging Markets: Regional Perspective eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              257

                                    

                                    
                                        PAPERS

                                              955

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Timothy M. Devinney at The University of Manchester - Alliance Manchester Business School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Migration, Co-Ordination Failures and EU Enlargement

                        
                            By
                                
                                
                                    
                                    Tito Boeri
                                     and 
                                
                                    
                                    Herbert Brücker
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Scale, Diversity, and Determinants of Labour Migration in Europe

                        
                            By
                                
                                
                                    
                                    Anzelika Zaiceva
                                     and 
                                
                                    
                                    Klaus F. Zimmermann
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Scale, Diversity and Determinants of Labour Migration in Europe

                        
                            By
                                
                                
                                    
                                    Anzelika Zaiceva
                                     and 
                                
                                    
                                    Klaus F. Zimmermann
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            International Migration, Ethnicity and Economic Inequality

                            
                                By
                                    
                                    
                                        
                                        Martin Kahanec
                                         and 
                                    
                                        
                                        Klaus F. Zimmermann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Migration to Sweden from the New EU Member States

                            
                                By
                                    
                                    
                                        
                                        Eskil Wadensjo
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Ethnic Competition and Specialization

                            
                                By
                                    
                                    
                                        
                                        Martin Kahanec
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Migration, the Quality of the Labour Force and Economic Inequality

                            
                                By
                                    
                                    
                                        
                                        Martin Kahanec
                                         and 
                                    
                                        
                                        Klaus F. Zimmermann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Migration, the Quality of the Labour Force and Economic Inequality

                            
                                By
                                    
                                    
                                        
                                        Martin Kahanec
                                         and 
                                    
                                        
                                        Klaus F. Zimmermann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Migration, the Quality of the Labour Force and Economic Inequality

                            
                                By
                                    
                                    
                                        
                                        Martin Kahanec
                                         and 
                                    
                                        
                                        Klaus F. Zimmermann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Lessons from Migration after EU Enlargement

                            
                                By
                                    
                                    
                                        
                                        Martin Kahanec, 
                                        
                                    
                                        
                                        Anzelika Zaiceva, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.093 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
