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A b s t r a c t

In this study, the unemployment hysteresis is tested by the nonlinear panel unit root test proposed by Beyaert
and Camacho (2008) for twelve Latin American countries for the period 1980-2015. In this approach, two
regimes of threshold autoregressive (TAR) specifications are used in which the panel series can show unit
roots. This specification consists of a combination of three approaches based on the calculation of critical
values through known threshold model, panel unit root tests and bootstrap simulations. TAR panel unit
root test results show that unemployment hysteresis only applies to Regime I. In the next step, 12 Latin
American countries characterized by hysteresis effect for the Regime I are analyzed whether they show con-
vergence in unemployment rates. The findings show that divergence under regime I (p-value 0.438) cannot
be rejected, whereas convergence findings occur under regime II (p-value 0.005). While this regime also ex-
hibits absolute convergence (p-value 0.569), Colombia emerges as the country with the highest convergence
rate under the regime II.
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