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Chart 1: EU-15 and EU-27

— contemporaneous EU-15 — trend EU-15
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Source: AMECO database and own calculations.

Source: European Commission(2007), Employment in Europe 2007, p.240.



Table 1 - The labour income share in the EU-15 Member States — summary

Average | Coefficient Maximum Minimum ADF- Fluctuations
1960-2006 |of variation share year share year t-value synchron. persistence variahility
Belgium 61.3 55 66.9 1981 55.2 1961 -1.49 -0.0 0.67 0.67
Denmark 59.1 3.1 62.9 1975 56.3 2005 -2.98 -0.5 0.34 0.47
Germany 61.6 4.1 66.1 1974 55.9 2006 -1.49 0.2 0.54 0.42
Greece 66.5 12.5 91.9 1960 57.0 2003 -3.50 -0.3 0.40 0.78
Spain 62.4 5.8 67.9 1976 54.5 2006 -2.68 -0.0 0.71 0.49
France 61.4 53 66.9 1981 56.7 1998 -1.62 -0.4 0.62 0.63
Ireland 62.1 12.1 71.2 1975 471 2002 -1.59 -0.5 0.45 0.54
ltaly 62.5 85 69.7 1975 53.3 2000 -1.76 -0.5 0.43 0.64
Luxembourg 52.6 7.1 62.2 1977 46.4 1969 -2.20 -0.4 0.42 0.66
Netherlands 63.0 5.7 70.4 1975 56.7 2006 -2.09 -0.1 0.54 0.54
Austria 66.2 6.9 72.9 1978 55.8 2006 -1.52 -0.3 0.50 0.69
Portugal 67.0 9.4 87.9 1975 59.6 1969 -1.80 -0.2 0.60 1.14
Finland 62.5 8.0 70.3 1966 53.7 2000 -2.74 -0.2 0.57 0.55
Sweden 62.1 5.8 £9.2 1977 55.4 1995 -2.77 -0.1 0.67 0.75
United Kingdom 65.3 2.8 72.2 1975 61.8 1997 -4.07 -0.2 0.61 0.70
EU-15 64.2 5.6 69.9 1975 57.8 2006 -1.72 -0.1 0.65 0.51
Japan 68.0 6.4 76.4 1975 60.2 2006 -1.77 -0.6 0.69 0.61
United States 63.7 1.8 65.9 1970 60.9 2005 -2.49 -0.1 0.53 0.34

Source: AMECO database and own calculations.
Note: Coefficient of variation: standard deviation of labour share divided by mean; maximum/minimum share: maximum/minimum value recorded
for the share; maximum/minimum year: year in which the maximum/minimum was observed; ADF t-value: t-value for augmented Dickey-Fuller test
(unit root test with constant and trend); fluctuations-synchron: correlation between trend-deviation in labour income share and trend-deviation in
GDP; fluctuations-persistence: coefficient of auto-correlation; fluctuations-variability: standard deviation of fluctuations in labour income share divid-
ed by standard deviation of fluctuations in GDP.

Source: European Commission(2007), Employment in Europe 2007, p.240.
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Figure 1: Average collectively-agreed pay increases, 2005 and 2006 (%)
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Unemployment and employment
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Table 3 - Components of the labour income share by country: EU-15 (average annual growth rates)

Period 1960-1980 Period 1981-2006

Belgium 0.84 0.1 -0.83 1.56 -0.40 -0.40 -0.03 0.03
Denmark 0.48 0.03 -0.66 1.11 -0.39 -0.84 -0.59 1.05
Germany 0.40 NA 022 NA -0.60 -1.08 -0.05 0.18
Greece -1.76 -0.60 112 -2.28 -0.46 -0.31 0.70 -0.85
Spain 0.40 0.22 -0.59 0.76 -0.78 -0.5¢ 0.57 -0.76
France 0.33 0.39 0.04 0.10 -0.58 -0.66 0.14 -0.06
Ireland 0.16 1.17 118 -2.18 -1.40 -2.62 -1.29 251
Italy -0.03 -0.04 043 0.43 -0.76 -0.75 0.41 -042
Luxembourg 1.04 -0.26 -1.10 2.40 -0.80 -1.64 -0.88 172
Netherlands 0.91 0.82 047 0.39 -0.75 -1.3¢ -0.32 0.96
Austria 0.01 0.21 -0.23 0.03 -0.89 0.72 0.40 -0.57
Portugal 0.58 -0.44 -1.83 2.85 -0.55 -0.11 1.13 -1.58
Finland -0.30 -0.12 0.01 0.19 -0.58 -1.38 -0.92 172
Sweden 0.28 0.63 043 0.78 -0.62 -0.9¢ -0.37 0.75
United Kingdom 0.17 0.13 -0.06 0.09 -0.14 -0.52 -0.65 1.04
Japan 0.02 -0.04 -0.28 0.34 -0.77 -0.47 0.76 -1.06
United States  0.00 -0.38 -0.69 1.07 -0.27 -0.51 -0.37 0.62

Source: AMECO database and own calculations.
Note: 1: Measured in efficiency units. Efficiency units are available for Germany as of 1991. Averages for Germany are averages of available data.

Source: European Commission(2007), Employment in Europe 2007, p.244.
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Chart 15: Change in labour income share in EU-11: total
(percentage points, annual averages)

B labour income share
contribution of technology
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contribution of baragining power
B contribution of openness
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B contribution of minimum wage
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B other
-0.500 -0.300 -0.100 0.100 0.300

Note: EU-11 includes Belgium, Denmark, Germany, Spain, France, Italy, the Netherlands, Austria,
Finland, Sweden and the United Kingdom.

Source: European Commission(2007), Employment in Europe 2007, p.258.
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Chart 3: Consumption constrained by by Chart 4: Profits decoupled from
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Jansen, H.(2005), Domestic gloom and export boom: a look at German
competitiveness, ECFIN Country Focus, European Commission, Vol.2. Issue 6, p.3.



Chart 2: Contribution to real GDP growth (cumulative changes since 1999 Q1)

7

6

5

A External contribution

outside euro area
3 _
2 ] " .
External contribution

1- 5 _ from euro area

n _ i | |Dmesrlc Fiemanld e | i /’ll_—-\ i i i
NN/ N "/
_”| .

1999 2000 2001 2002 2003 2004

Seasonally adjusted at constant prices; 1999Q1 = 100;
Source: Bundesbank, own calculation.

Jansen, H.(2005), Domestic gloom and export boom: a look at German
competitiveness, ECFIN Country Focus, European Commission, Vol.2. Issue 6, p.2.



2. BEEFESFEICE>TEL-BEEMBD

=REROENICEDEE - REMLK(ERE

HR)

> FA)ARUOI—Ov/NGEETELI-FEE
éﬁﬂﬁfiﬁﬁ’l&d)iﬁ—(Hi%lﬂﬁ‘bﬁﬂéd)iﬂé
R)->EBEEMBRODEBLGEN-EMIREIVE
FEECEMEENDELLIIRESEEIR

ICKAHFFEREREDES]
VS.

BEHORBREFBREN\I— DR L
50,60 R (TN EED LR (FESEER

DIFM) AHE (RFEDHEK) %~
RVCERADILKRA,

_0—9* "f:t/ﬁlﬂi
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Table 2.5. Emerging Europe: Real GDP, Consumer Prices, and Current Account Balance

o L.....

P

{Annual percent change uniess noted otherwise)

Real GDP Consumer Prices’ Current Account Balance?
2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008
Emerging Europe 5.6 6.3 2.8 2.2 4.9 2.1 5.1 4.1 -5.2  -6.6 -1.3  -1.5
Turkey 74 6.1 5.0 5.3 8.2 9.6 8.2 46 -6.2 -19 -15 -1.0
Excluding Turkey 49 6.4 6.1 5.2 35 32 38 40 -48 -6.0 -1.3 -1.8
Baltics 9.0 9.7 8.8 6.3 4.2 4.8 6.5 6.4 -9.4 -15.1 -18.3 -18.3
Estonia 10.2 11.2 8.0 6.0 4.1 44 6.0 70 -100 -155 -16.9 -159
Latvia 10.6 11.9 10.5 6.2 6.7 6.5 9.0 89 -126 -211 -253 -213
Lithuania 1.6 1.5 8.0 6.5 2.1 38 5.2 46 -71  -109 -14.0 -126
Central Europe 4.5 6.0 5.8 4.9 2.4 2.1 33 3.3 -3.2 -3.7 -4.1 -4.7
Czech Republic 6.5 6.4 5.6 4.6 1.8 2.5 29 44 -16 -3.1 -3.4 =35
Hungary 42 3.9 2.1 2.7 36 39 1.6 45 -6.8 -6.5 -56 -51
Poland 36 6.1 6.6 5.3 2.1 1.0 2.2 2.1 -1.7 -2.3 -3.7 -51
Slovak Republic 6.0 8.3 8.8 1.3 28 44 24 2.0 -8.6 -8.3 -5.3 -45
Southern and south-
eastern Europe 4.5 6.8 6.0 5.7 1.0 6.0 4.6 5.1 -8.7 -105 -13.6 -13.1
Bulgaria 6.2 6.1 6.0 59 50 7.3 8.2 19 120 -158 -20.3  -19.0
Croatia 4.3 4.8 5.6 4.7 33 3.2 2.3 2.8 -6.4 -1.8 -84 -8.8
Malta 3.3 3.3 3.2 2.6 25 2.6 06 2.0 -8.0 -6.1 -9.4 -8.2
Romania 41 1.1 6.3 6.0 9.0 6.6 43 48 -87 -103 -13.8 -13.2
Memorandum
Slovenia 41 5.7 54 38 25 2.5 3.2 3.1 -19 -25 -34 -3.1
TMovements in consumer prices are shown as annual averages. December/December changes can be found in Table A7 in the Statistical
Appendix.
2Percent of GDP.

Source: IMF(2007), World Economic Outlook, October, p.89.



15 - Domestic Demand Growth — Current Account Balance -12
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ICE: central Europe; OEE: other emerging Europe; EA: emerging Asia; LA: Latin America.

20ther emerging Europe includes Bulgaria, Croatia, Malta, Romania, and Turkey.

3LA: Latvia: LT: Lithuania: HU: Hungary; ES: Estonia: SK: Slovak Republic; CZ: Czzch
Republic; RO: Romania; PL: Poland; CR: Croatia; and TU: Turkey.

Fiscal impulse is calculated as the first difference in structural balance, adjusted, where
approgpriate, to isolate the demand impact of fiscal policy by excluding EU grants and
privatization receipts from revenues and excluding payments to the EU from expenditures.

SSSE: southern and southeastern Europe.

Source: IMF(2007), World Economic Outlook, October, p.90.



Labor Market Indicators for the Euro Area
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Figure 5. Intensity of labour market reforms in OECD countries, 1994-2004
(per cent of maximum possible score)
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Source: Duval, R.& Elmeskov(2006), The Effects of EMU on structural reforms in labour and product
markets, ECB Working Paper, No.596, p.20.
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Figure 6. Intensity of labour market reforms in specific areas, 1994-2004
(per cent of maximum possible score)
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Source: Duval, R.& EImeskov(2006), The Effects of EMU on structural reforms in
labour and product markets, ECB Working Paper, No.596, p.22.



Table 1. Aggregate reform intensity indicator, reform intensity indicators by area:' 1994-2004

Summary reform intensity
Indica t"_‘! Refonm imEﬂSiTy indicaior b’f 37332
Early
Wage o retirement,
Score Ranki Active labour Ta’_aml s;'l‘; E"r‘gt"””e " i':n"t Unemployment formation and ‘:e"x'l‘;::‘gg'r']‘: invalicity and
"3 | market polcies SOl secunty  protecti benefit systam  industrial ility old-age
contiibutions  legislation ” part-time work )

relations pension

SCOcmes
Austria 17.8 B 15 31 13 23 2 7 33
Canada 15.2 13 38 13 0 23 i 17 17
Denmark 293 1 56 13 10 42 27 7 25
France 14.5 15 42 31 7 0 5 33 42
Greece 13.8 17 42 13 T 12 H 1T -8
Iceland 36 30 19 38 0 19 0 0 &
Ita 217 5 31 5 23 12 5 33 50
Korea 12.3 19 27 0 25 8 i 17 &
Mexico 43 29 8 0 0 0 14 7 i
New Zealand 12.3 13 42 19 13 15 = 0 33
Poland 1.2 23 29 0 3 15 5 17 25
Slovak Republic 13.0 18 12 25 14 19 i 7 &

1: EMU-bigs: France, Germany, Italy anc Spain.
EMU-smalls: Austria. Belgium, Fnland, Greece, Ireland, Luxembeurg, Netheriands and Portugal.

2: all reform intensity indicators are expressed as a percentage of the maximum possible socre, i.e. the score that would be obtained if all possible reforms were
implemented. Ses main text for details.

Source: Brandt, Bumiaux and Duval (20050).

Source: Duval, R.& Elmeskov(2006), The Effects of EMU on structural reforms in labour and product
markets, ECB Working Paper, No.596, p.21.



=3

Table 11: Strictness of Employment protection legislation
[Index: from 0O for no restriction to 6)

Regular contracts Temporary contracts
I
1994 2003 change 1994 2003 Change
Austria 2.4 2.4 0 1.8 1.5 -0.3
Belgium 1.7 1.7 0 36 26 -1
Czech 3.3 3.3 0 0.5 05 0
Republic
Denmark 1.5 15 0 2.3 14 -0.9
Finland 2.3 2.2 -0.1 1.9 19 0
France 2.4 2.5 0.1 3.6 36 0
GCreece 2.7 2.7 0 2.8 18 -0.8
Germany 2.3 2.4 0.1 4 3.3 -0.7
Hungary 1.9 1.9 0 08 1.1 0.3
Ireland 1.6 1.6 0 0.4 06 0.2
Italy 1.8 1.8 0 38 2.1 1.7
Netherlands 3.1 3.1 0 1.9 12 -0.7
Poland 2.2 22 0 11 13 02
Portugal 42 42 0 31 28 -0.3
Slovak 3.1 2.5 -0.6 0.8 0.4 0.4
Republic
Spain 2.8 2.6 -0.2 3.3 3.5 0.2
Sweden 2.9 29 0 1.8 16 -0.2
UK 1 1.1 0.1 0.3 0.4 0.1

Source: OECD

HPAT ETUC/CES, BUSINESSEUROPE, UEAPME and CEEP (2007), Key Challenges
facing European Labour Markets: A Joint Analysis of European Social Partners.p.21.
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2 Integration of women 3 Older persons’” participation
in the labour market in the labour force

Change between 1995 ¢« and 2005 # Change between 1995 ¢ and 2005 »

Unemployed older persons as percentage

R e of economically active older population

of female labour force

20
25 \

15
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30 35 40 45 50 55 60 65 70 Emplayar ook parsans

Employed women as percentage as percentage of older population
of female working-age population
Sources: Eurostat and OECD. — * Aged be-
Sourca: Eurostat. tween 55 and 64 years.

Deutsche Bundesbank Deutsche Bundesbank

Source: Deutsche Bundesbank(2007), The labor market in Germany: general
developments in an international context’, Monthly Report, January. p.37& p.41.



Graph 2.8: Structural indicators earmarked for the
4 Growth and Jobs Strategy, euro area

(change in percentage points from 2000 to 2005)
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Note: data and methodology could be accessed on the Eurostat
website (http://europa. eu.int/comm /eurostat/structuralindicators)
(*) change in relation to the EU25 average; (**) 2000-2004 change
Source: 2006 Commission assessment of National Reform

Programmes, euro-area fiche.

Source: European Commission(2007), Annual
Report on the Euro Area-2007. p.23.



Chart 20: Change in sectoral employment in the EU-25 between 2000 and 2006 by age group

M Young (15-24) [EPrime-age (25-54) M Older persons (55-64)
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Source: Eurostat, EU LFS spring 2000 and second quarter 2006 results.

Source: European Commission(2007), Employment in Europe 2007, p.70.
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Source: IMF(2007), World Economic Outlook, October, p.22.



Chart 16: Change in labour income share in EU-11: low-skilled
(percentage points, annual averages)
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Note: EU-11 includes Belgium, Denmark, Germany, Spain, France, Italy, the Netherlands, Austria,

Finland, Sweden anc the United Kingdom.

Source: European Commission(2007), Employment in Europe 2007, p.258.



Chart 17: Change in labour income share in EU-11: medium-skilled
(percentage points, annual averages)
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Note: EU-11 includes Belgium, Denmark, Germany, Spain, France, Italy, the Netherlands, Austria,

Finland, Sweden and the United Kingdom.

Source: European Commission(2007), Employment in Europe 2007, p.259.



Chart 18: Change in labour income share in EU-11: high-skilled
(percentage points, annual averages)
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Note: EU-11 includes Belgium, Denmark, Germany, Spain, France, [taly, the Netherlands, Austria,
Finland, Sweden and the United Kingdom.

Source: European Commission(2007), Employment in Europe 2007, p.259.



Change in Income Gini Coefficient and Labor Shares
(Late 1970s/Early 1980s - Late 1990s/Early 2000s )

UK.

al
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|
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Source: Luxembourg Income Study and OECD, STAN. Labor share (5 year moving average) is wage
compensation plus computed labor compensation for self-emploved over national income.

Harjes, T.(2007), Globalization and Income Inequality: A European
Perspective, IMF Working Paper, p.4.
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Figure 1.1: Trade union density, EU-25, 1995-2004
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Figure 7 Collective bargaining levels

Government
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Sources: Kauppinen, 2006; EIRO, Country profiles, 2006; National experts’ comments, 2006.

Source: European Foundation for the Improvement of Living and Working
Condition(2008), Impact of globalization on the industrial relations in the
EU and other major economies, p.23.



Chart 9: Labour income share vs. frade union density
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Figure 4 Effects and challenges of globalisation on industrial relations systems

Industrial relations systems

Actors Processes

Outputs Impacts

el

\d

Effects of globalisation
* Rising competitiveness

* |ncreasing integration of economic
activities

* Jobrelocation and outsourcing
* |ncreasing labour mobility
* Rapid technological changes

¢ Chznges in work content and
working conditions

* Job-skills mismatches

< »

Challenges of globalisation

Productivity increase

Deregulation of markets

Labour migration

Entrepreneurship and employability

Flexibilisation of labour markets and
rise of atypical employment forms

Education, multi-skilling and
lifelong learning

Source: European Foundation for the Improvement of Living and Working
Condition(2008), Impact of globalization on the industrial relations in the
EU and other major economies, p.11.




Social and Labour Market Policies: Investing in Quality
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Table 1 Typology of forms of flexibilisation

Internal labour market

External labour market

Quantitative or numerical

Flexibilisation of working hours
Part-time work plus variations
Owvertime

Second and third job

Flexibilisation of working time

Shift work (day)

Variable working times (day)

Weekend work (week)

Flexible working time (year)

Working time accounts (short, long-term)
Career breaks, parental leave, other (life course)

Flexible pensions (life course)

Flexibilisation of contracts
Temporary agency work
Casual job

Temporary job

On-call labour

Hourly contract

Insourcing and outsourcing
Work as (sub)contractor
Homework

Labour pooling

Qualitative or functional

Flexibilisation of labour input ("employability’)
Occasionally employed

Multi-skilling and multi-tasking

Task and job rotation

Task and job enrichment

Flexibilisation of labour force
Knowledge worker
Detachment of workers
Freelance work
Advising/consultancy work

Source: Classification partly derived from Ester, Muffels and Schippers, 2001

Source: European Foundation for the Improvement of Living and Working
Condition (2008), Flexibility and security over the life course, p.2.



The Danish flexicurity model
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Figure 7.10: Employees on low wages in Member States, 2002
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Source: European Commission(2006a), Industrial Relations in Europe 2006 p.142.



Chart 19: Job mobility, by country (%)
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HAT ETUC/CES, BUSINESSEUROPE, UEAPME and CEEP (2007), Key
Challenges facing European Labour Markets: A Joint Analysis of European
Social Partners p.37.




Figure 3a. Structural unemployment 2005
and ratio of Expenditures in ALMP per

unemployed to GDP per person in labour force,

2004
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Source: Eurostat and Darmush Iw.[injstlj' of Finance.

http://ec.europa.eu/employment_social/employment_strategy/pdf/femco_workg
roupflexicurity06 _en.pdf



Table 13: Active spending, excluding PES (as % of GDP)

1985 1990 1995 2000 2004
Austria 0.2 0.2 0.2 0.4 0.4
Belgium 1.1 10 1.1 10 0.9
Czech Republic - 0.1 0.0 0.1 0.1
Germany 0.4 0.7 1.1 1.0 0.9
Denmark - 1.0 1.8 1.7 1.5
Estonia - - - - 0.0
Spain 0.2 0.5 0.4 0.7 06
Finland 0.6 0.7 1.3 0.8 0.8
France 0.5 0.7 1.1 1.0 0.7
Greece 0.0 0.2 0.3 0.3 0.2
Hungary - 0.5 0.3 0.3 0.2
Ireland 12 12 1.4 0.8 0.5
ltaly - - - 0.6 0.5
Lithuania - - - - 0.2
Latvia® - - - - 0.1
Luxembourg 0.2 0.2 0.1 0.1 0.2
Netherlands 1.0 1.0 09 0.4 1.1
Portugal - 0.4 0.6 0.4 0.6
Sweden 1.9 15 29 1.5 1.0
Slovakia - - - - 0.1
United Kingdom 0.6 0.4 0.3 0.2 0.2
EU average™ 0.7 06 09 0.7 05

Source: Employment in Europe 2006
*: 2003; **: Unweighted arithmetic average of countries for which data are available

HAT ETUC/CES, BUSINESSEUROPE, UEAPME and CEEP (2007), Key
Challenges facing European Labour Markets: A Joint Analysis of European
Social Partners, p.23.




Figure 7 Average at-risk-of-poverty rate before and after social transfers, by country, 2000-
2005 (%)
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E At-risk-of-poverty rate before social transfers, 2000-2005
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Source: European Foundation for the Improvement of Living and Working
Condition (2007), Approaches to Flexicurity: EU models, p.19.
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PCA: Country scores along security and flexibility/employability
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Figure A2

Adaptability/flexibility versus social cohesion, by country
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Figure 1

Welfare regimes and flexicurity
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Source: European Foundation for the Improvement of Living and Working
Condition (2008), Flexibility and security over the life course, p.11.



Figure A4 Convergence of ‘old’ and ‘new’ EU Member States in flexicurity framework

Future Europe
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Source: European Foundation for the Improvement of Living and Working
Condition (2007), Approaches to Flexicurity: EU models, p.51.
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