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Abstract
The objective of this work is to analyse Okun’s law for 15 EMU countries
over the period 1960-2007. Based on ‘‘first-difference’’ specification
the results show that an inverse relationship between unemployment and
output holds for 10 from 15 EMU countries. However, the quantitative
values of Okun’s coefficients for these countries are quite different, a
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result that is partially explained by regional disparities in
productivity growth rates. These coefficients are lower than those
initially estimated by Okun and others mainly for the U.S. economy.
Besides cross-country heterogeneity, the EMU data reveal strong evidence
of structural change in the Okun relationship. Most countries
experienced a smaller output loss associated with a given increase in
unemployment in recent decades. This finding of varying estimates across
both time and countries implies that any empiric rule, such as Okun's
law, should be applied with caveat.
For 5 EMU countries  Italy, Cyprus, Luxembourg, Malta and Slovenia it
was not rendered possible to appreciate the relationship, since to no
one of the two specifications was resulted significant coefficient for
the variable UNt. For the countries Cyprus, Malta and Slovenia this it
could was owed to  the relatively short time period of sample.
The pairwise Granger causality tests, for VAR order k=2, showed that:
the rate of unemployment Granger causes the LNGDP (logarithm of GDP) for
the countries Spain and Finland (UN à LNGDP) while for the countries
Austria, France, Germany, Greece, Cyprus, Luxembourg, Portugal and
Finland LNGDP Granger causes UN (LNGDP à UN). Two ways Granger
causality between the variables LNGDP and the rate of unemployment (UN)
exists only for Finland.

Keywords: Okun's law, rate of  unemployment, output, stationarity,
cointegration, causality.
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-------------------------------------------------------------------------
     a*      b**     R2 DW     a*       b**     b1***   R2 DW

-----------------------------------------------------------------------
 3,127 -2,520   0,237 1,782  2,768  -2,223  0,110  0,225  2,017

   #  [13,443][-3,742]            [5,428] [-2,877 [0,764]
      (0,000) (0,000)             (0,000) (0,006) (0,449)

 2,997 -1,036   0,184 1,457 2,426  -0,899   0,181   0,209  2,029
   # [11,844][-3,185]             [5,027] [-2,677][1,311]
      (0,000) (0,003)             (0,000) (0,011)(0,197)

 3,220  -1,291 0,170  0,564  1,301  -0,768   0,589  0,496   2,076
      [12,952] [-3,036]         # [3,229][-2,221] [5,327]
      (0,000)   (0,004)           (0,002)(0,032)  (0,000)

3.046 -1,514 0,193 1,409  2,231  -1,387   0,273  0,263   1,944
        [9,194][-3,275]         # [4,472][-3,060][2,084]
        (0,000) 0,002)            (0,000)(0,004) (0,043)

 4,118  -2,536 0,179  1,714  3,201  -1,977  0,178   0,217   1,940
   #  [7,811] [-3,135]             [4,097][-2,289][1,236]
      (0,000) (0,003)              (0,000)(0,027) (0,223)

4,811 -1,382 0,368  1,698  3,482  -1,078  0.278   0,428   2,127
      [16,231][-5,115]          #  [4,963][-3,573][2,106]
      (0,000) (0,000)              (0,000) (0,001)(0,041)

 4,073 -0,962 0,246  0,491  1,526  -0,569  0,592   0,667   2,088
       [12,346][-3,827]         #  [3,834][-3,470][7,019]
       (0,000) (0,000)             (0,000) (0,001)(0,000)

  2,973  -0,326 0,006 1,071  1,641  0,132   0,407   0,180   2,185
       [8,835] [-0,539]            [3,285][0,241][3,060]
       (0,000) (0,593 )            (0,002)(0,811)(0,004)

 3,486  -0,019  0,000 1,096  2,163  0,369   0,414   0,202   1,923
      [9,357] [-0,031]             [1,979][0,613][1,401]
      (0,000) (0,976 )             (0,083)(0,557)(0,199)

4,111  -1,323 0,035 1,636  3,290  -1,065  0,202   0,075   2,001
       [8,873] [-1,283]           [4,273][-1,013][1,357]
       (0,000) (0,206)            (0,000) (0,317) 0,182)

  3,445   -1,028 0,045 1,114  2,145  -1,937  0,395  0,202    1,999
      [5,762]  [-0,809]           [2,082] [-1,426][1,445]
      (0,000)  (0,432)            (0,059) (0,179) (0,174)

 3,095 -0,896 0,214 0,844  1,565 -0,746  0,499  0,457    1,948
        [13,123][-3,495]        # [3,870][-3,379][4,387]
         (0,000)(0,001)           (0,000)(0,002) (0,000)

 3,992 -1,812 0,229 1,183 2,723 -1,229 0,305  0,301    1,723
          [9,865][-3,660]        #[3,767][-2,185][2,045]
          (0,000)(0,001)         (0,000) (0,034) (0,047)

 4,031 -1,118 0,321 1,280  3,644 -1,075  0,108  0,320    1,327
         [15,651][-2,175]          [2,443][-1,635][0,291]
         (0,000) (0,055)           (0,404)(0,141) (0,778)

 3,477 -1,506 0,592 1,399 3,813 -1,666 -0,120  0,618    1,267
      #  [13,391][-8,083]         [7,163][-6.294][-0,887]
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