Explaining lacklustre growth in
Europe : The ETUC point of view

=*\Why ‘lack of structural reforms’ is not a
convineing answer

= A more likely culprit : Lack efiacti
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Figure 7. Net MNumber of Flexibilitv-Enhancing Labor Eeforms Per Y ear:
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o Germé’ny: Hartz reforms and easier flrlng of
~werkers-in-SME’s

= France : More flexible rules for hiring/firing part
time workers, increase In legal overtime hours
from 120 to 220,more exemptions for SME’s on
35-hr week,new working contract without any firing
restrictions In return for temporary higher
unemployment benefits

= taly : More flexi

X Ie rules for NinRE/MInRg patrt"nme_
VerkersySVIEESSHeNIave meretiexioility in

g/firing, parasubordinare” or Workers excluded
from social security
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- Wlth more ‘rigid? labour market mstltutlons
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Europe was able to grow much better in the
97- 2000 period

= A combination of institutions and shocks 2
But :

J Ol price shock has b ndledwell
: ent has provided.major

opportunities




NENRIBLIEN; RtineSUp)e

5)c] ,/

o — ——— - = = = - —

e ————

E————

— BottleneCKS‘m a SUppIy S|de constramed

_:_._—'—-

economy would show up in :
— high nominal and real wages increases

— a growth pattern with consumption; growith
being very dynamic but with disappointing

export growth -
ﬂfgh an ing.inflati T —

stan deficits on the current account
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(20 countries, 4 five-year periods)
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Figure 2: The Unemployment Benefit Replacement Rate and Unemployment, 19280-09
(20 countries, 4 five-year periods)
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Domestic demand as; the missing
2rigirie of EUrogear growir) (euro

= Collapse Of‘dﬁI’T’IFStIC demand from 3. 3% in
200010 0.5% In 2002 and 1.5% in 2003-
2005

= Contribution of domestic demandte growth :
— 2001-2005 : 1.2% on average

‘-7-.2006-:— 3.2 on average
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IHow, confidence. got eroded and
cdorriestc dernzir) cl clyriarrics gor

. Fase 1:A An Uveractlve ECB (99 2000) ——
~ together with a series of negative shocks
throw the economy of its course

= Fase 2 . Absence of counterveiling,and
timely macro economic policy allews
negative expectations to become

mvestors holding each other prisoner.
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__= Growth is not'there, not because there are
~ structural impediments to growth but
because economic agents are thinking that

Europe can not grow.
= This self — fulfilling prophecy impacts on

fectivesgrowth and ,through the investments
. T —
Janne tentialfgrowth -
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~ = Restore confidence through balanced,
——— :
carefully designed and European

coordinated :
— active demand policies

— Structural reforms that invest in an improved
ctioning of labour markets
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- T_Eﬁloyablllw balanced security/flexibility
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= Social protection systems helping workers to
cope with change Iin a positive way

= A supportive and high guality. public service
= Sound and counter cyclical'macro economic .
o
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