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‐
 

It’s not
 

about
 

‘stability’.
 ‐

 
We should

 
take

 
initiatives

 
all together.

 ‐
 

We should
 

take
 

initiatives
 

in each
 

Member
 

State.



It’s not
 

about
 

‘stability’
 Its about fundamental reforms to obtain sustainable 

competitiveness

• We need reforms in the public sector as much as in the private sector.
• We not only need reforms in Greece or Portugal.
• This will require huge efforts whilst we live in democracies.



Improving government 
effectiveness requires a 
cultural change. 

We need reforms in the public sector as much as in the private sector

Source: www.govindicators.org
and OECD Stats

http://www.govindicators.org/


Source: OECD Economic Surveys, Germany, 2012

We not only need reforms in Greece or Portugal.

Germany ranks 22 out of 27 OECD countries in terms of strictness of regulation in the 
professional services sector and this is mostly due to strict conduct regulations 
(restrictions on inter-professional co-operation as well as regulation of advertising and 
of prices and fees).

Germany OECD Germany OECD
GDP per employee 0.8 1.5 0.9 1.6
     of which business services** 1 1.4 0.9 1.7
GDP per hour worked 1.3 1.5 1.4 1.7
Hours worked per employee ‐0.5 * ‐0.3 ‐0.4 ‐0.3
Note:  *Unweighted average excl. Chile, Estonia and Slovenia. ** 1995‐2008. Business services 
equals total services except for community, social and personal services and includes wholesale 
and retail trade, restaurants, hotels, transport, storage, communications, finance, real estate and 

1995‐2010 2000‐08

German labour productivity compared to the OECD
Average annual growth rates



Picture: Put, De Standaard, 17 October 2011

This will require huge efforts whilst we live in democracies.
The political economy is key.



We should
 

take
 

initiatives
 

all together. 

• Policy coordination and integration. 
• The EU’s budget should be growth oriented
• The EU’s regulatory power



It’s as much
 

about
 

rules
 

as about
 

policy
 

coordination
 and integration

• Article 121 of the Treaty on the Function of the European Union reads as 
follows: Member States shall regard their economic policies as a matter of 
common concern and shall coordinate them within the Council …

• Its not a story of the European Institutions vs Member States behaviour 
or about the European Central Bank vs the European Institutions and the 
Member States. Its about coordination of policies (both fiscal, economic 
and monetary policies).

Real GDP Growth (European 

 
Commission, November 

 
2011)

Country represent X% ofEuro

 
area's GDP

2011 2012 2011 2012
Euro‐area 1.5 0.5 100.00% 100.00%
Germany 2.9 0.8 27.21% 27.26%
Italy 0.5 0.1 16.82% 16.80%



The EU budget (Multiannual Financial Framework) 
 should be growth oriented 

• Focus on the objectives of smart, sustainable and inclusive growth: 
excellence in research&innovation, regional cohesion, management of 
natural resources, ...
• Decrease direct payments to farmers.
• Focus cohesion policy on those regions most in need.
• Increase result orientation and conditionality with potential suspension of 
funds.



The EU’s regulatory power should focus on where it 
 matters most: the Single Market 

Digital Single Market: In 2010, 12.4% of internet users ordered services 
or bought goods online from sellers in another EU country, whilst mobile 
broadband penetration reached 7.2% of all active users that year.

Electricity: The electricity markets of 12 of the 27 EU Member States 
show a high or very high degree of concentration (2010).

Labour Market: In the professional services sector (engineering, legal, 
accounting and architectural professions) restrictive regulation reflects the 
stringent access requirements and constraints placed on business 
conduct in professional services.

Source: 
European Commission, DG Information Society, Digital Agenda Scoreboard 
2011,
European Commission, ‘2009-2010 Report on Progress in Creating the 
Internal Gas and Electricity Market: Technical Annex’ Commission Staff 
Working Paper, 9 June 2011; and ‘2009-2010 Report on Progress in 
Creating the Internal Gas and Electricity Market: Technical Annex’, 
Commission Staff Working Paper, 9 June 2011
OECD, PMR indicator



Initiatives at Member State level 
 should focus on the long term

• Make companies focus on the long term
• Make governments and stakeholders focus on the long term
• Put in place concrete structural reforms



Companies should focus on the long term

=> We can reach more sustainable businesses if the 
balance between shareholder and executive return and 
investment in the future is restored.

Figure 12. The share of top incomes increased, especially in some English-speaking countries 
Shares of top 1% incomes in total pre-tax incomes, 1990-2007 (or closest year)

Note : 2007 values refer to 2006 for Belgium, France and Sw itzerland; 2005 for Japan, Netherlands, New  Zealand, Portugal, Spain and the 
United Kingdom; 2004 for Finland; and 2000 for Germany and Ireland. Countries are ranked by decreasing shares in the latest year.
Source : OECD, 2011, Divided w e stand, w hy inequality keeps rising
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Employees should focus on the long term

=> We can reach sustainable social security 
systems if the balance between those at work and 
those in retirement is restored.

"The number of retired people in Europe compared to 
those financing their pensions is forecast to double by 
2060 - the current situation is simply not sustainable. In 
addressing this challenge the balance between time spent 
in work and in retirement needs to be looked at carefully.”

László Andor, EU Commissioner for Employment, Social 
Affairs and Inclusion



Concrete structural reforms at Member State level are 
 necessary

•Three important reforms:
• Improve people’s skills and stimulate employment and productivity

• Investment in higher education
• Shift taxes away from labour market
• Duality in the labour market
• Increase the number of hours worked

• Spur Capital
• Private equity 
• EIB

• Open up for Trade and Technological Revolution
• Single Market
• Free Trade Area with the US
• R&D investment



Improve people’s skills and stimulate employment and productivity 

Public Private TOTAL
EU27 0.92 0.39 1.31
Germany 0.98 0.25 1.23
Poland 1.03 0.5 1.53
Sweden 1.36 0.17 1.53
UK 0.39 0.83 1.22
France 1.15 0.32 1.47
USA 1 1.68 2.68
Japan 0.48 1.01 1.49

Investment in higher 
education as % GDP (2008)

Country

Hours worked 
per year in full 
employment

Hours worked per 
year in full 
employemt as 
compared to United 
States

Belgium 1,551 87%
Germany 1,419 80%
Italy 1,778 100%
Netherlands 1,377 77%
Sweden 1,624 91%
United Kingdom 1,647 93%
United States 1,778 100%
France 1,554 87%

The highest (at least in 
the short run) beneficial 
effect on employment 
would be obtained by a 
cut in employers' social 
security contributions.

For the age group 25-54, 20 EU Member States out of 27 saw an increase over the last 10 years in 
the number of employees in temporary contracts. In the age group 15-24, the percentage of workers 
in temporary contracts often reaches 40%, with significant increases in the last two years.
=> a ‘grand bargain’ is necessary to alleviate this gridlock and to stimulate employment: a certain 
relaxation of employment protection legislation in return for increased use of permanent working 
contracts. 

1. Invest more in higher education

2. Shift taxes away from labour

3. Increase the number of hours worked

4. Lift the duality in the labour market



Spur Capital 

In 2010 the European Investment Bank financed 
projects amounting to € 72.8 billion in the EU27 
and €10.4 billion in partner countries.

1. Stimulate venture capital 2. Use innovative financing with public 
resources

Total Venture 
capital investment 
by year

US (in $) ‐ 
Private 
Equity 

EU (in $) ‐ 
Private 
Equity

2007 235 168
2008 185 132
2009 50 36
2010 49 35

Source: own calculation based on number of 
National  Venture Capital  Association Yearbook 
2011



Open up for Trade and Technological Revolution 

Full tariff elimination could generate dynamic 
gains in the region of 0.5%–1% of GDP. R
Reducing Non Tariff Barriers by 50% could spur 
GDP by another 0.3%–0.7% (taking just static 
gains into account). 

If a trade agreement were also to do away with 
restrictions to trade in services and possibly 
establish a new bilateral investment agreement, 
the benefits would likely increase even more. 

Source: Transatlantic Free Trade:
An Agenda for Jobs, Growth and Global Trade 
Leadership, Fredrik Erixon, 2012

1. Single Market (see earlier) 2. Free Trade Area between the EU and 
the US

3. R&D investment
In 2008, the gross domestic expenditure on R&D 
in the EU27 averaged 1.92% of GDP, compared 
to 2.77% in the United States and 3.44% in Japan 

Source: Eurostat, public and private investment 
combined.



OECD, TEN YEARS OF PRODUCT MARKET REFORM IN OECD COUNTRIES 
- INSIGHTS FROM A revised PMR indicator, Economics Department Working 
Papers no 695.



Germany OECD Germany OECD
GDP per employee 0.8 1.5 0.9 1.6
     of which business services** 1 1.4 0.9 1.7
GDP per hour worked 1.3 1.5 1.4 1.7
Hours worked per employee ‐0.5 * ‐0.3 ‐0.4 ‐0.3
Note:  *Unweighted average excl. Chile, Estonia and Slovenia. ** 1995‐2008. Business services 
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German labour productivity compared to the OECD
Average annual growth rates



Figure 12. The share of top incomes increased, especially in some English-speaking countries 
Shares of top 1% incomes in total pre-tax incomes, 1990-2007 (or closest year)

Note : 2007 values refer to 2006 for Belgium, France and Sw itzerland; 2005 for Japan, Netherlands, New  Zealand, Portugal, Spain and the 
United Kingdom; 2004 for Finland; and 2000 for Germany and Ireland. Countries are ranked by decreasing shares in the latest year.
Source : OECD, 2011, Divided w e stand, w hy inequality keeps rising
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Public Private TOTAL
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