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Chart |: The gap in real GDP growth between

the United States and the euro area has widened
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Source: European Commission (AMECO database). 5




Chart 2: The gap in real GDP growth over the past decade

real GDP at 1995 prices, annual percentage changes
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Source: European Commission (AMECO database). Commission Forecasts Autumn 2006. 6



Table |I: Decomposition of real GDP growth

in the euro area and the United States, 1996 — 2005

Percentage changes and percentage points per annum

GDP GDP per hour Labour Total
worked utilisation  Population
sum (a) to (c) (@) (b) (c)
(1) euro area 2.3 1.3 0.5 0.5
(2) United States 3.4 2.2 0 1.2
(2) - (1) 1.1 0.9 -0.5 0.7

Source: European Commission (AMECO database), OECD (Economic Outlook database) and
ECB calculations.

Note: Figures may not add up due to rounding.
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Chart 3: Turnaround in labour productivity performance

between the euro area and the US since the mid-1990s
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Source: European Commission (AMECO database), and Groningen Growth and Development Centre

Total Economy Database and ECB calculations. Data shown are three-year centred moving averages.
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Table 2: Decomposition of labour utilisation growth

in the euro area and the United States (1996 - 2005)

percentage changes and percentage points per annum

Labour Labour force Unemployment Average Share of
utilisation  participation rate hours working age
rate worked per populationin
person total

employed population

sum (a) to (d) (@) (b) (c) (c)

Euro area 0.5 0.7 0.3 -0.4 -0.1
United States 0.0 0.0 0.1 -0.3 0.2

Source: European Commission (AMECO database), OECD (Economic Outlook database) and
ECB calculations.

Note: Figures may not add up due to rounding. Positive contributions from unemployment reflect a
decline in unemployment rate. 9



Chart 4: Labour utilisation determinants (l):

participation and unemployment rates (in % terms)
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Source: European Commission (AMECO database). The labour force participation rate is defined as the
ratio of the total labour force (employment and unemployment) to the working age population.
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Chart 5: Labour utilisation determinants (ll):

average hours worked
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Chart 6: The impact of labour market institutions:

Employment protection legislation and labour market outcomes

Strictness of employment protection legislation (EPL)
(aggregate measure: value 0 to 6 = low to high EPL) and the rate of:

youth unemployment

long-term unemployment

6.0
5.0
y=0.0588x +1.1498
P-value (0.10) R® = 0.1855
4.0 A
= Portugal
(a2} ™
S France _ Spain =
N 3.0+ . . «
x " Greece I
Germany w

w Netherlands . Sweden

20 »  Austria . _

: ] Belgium ; = faly
Sapan 9 Finland
* Denmark
10 Ireland
s UK
= US
0.0 T T T T T
0.0 5.0 10.0 15.0 20.0 25.0 30.0
Youth unemployment rate 2003

o
o

o
o

&~
o

w
o

N
o

=
o

o
o

y=0.0331x +0.8984
P-value (0.05) R? = 0.2608
Portugal =
Spain
. France Greece
Sweden - intand Netherlands . "Germany
Austria . Belgium .
Japan ltaly
L]
Denmark reland o
s UK
= US
0.0 10.0 20.0 30.0 40.0 50.0 60.0

Long term unemployment rate 2003

Source: Source: OECD (2004, 2005) Employment Outlook, OECD (1994), The OECD Jobs Study

Note: The equations show the fit and significance (p-value) of the regression line
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Chart 7: Dispersion of growth rates across

euro area countries and the United States

annual averages - unweighted standard deviation in percentage points *)
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Sources: European Commission (Ameco database) and US Bureau of Economic Analysis (BEA).

*) There is a statistical break in the US regional data in 1998. In the states and regions of the US, the data refer to Gross

State Product (GSP). The 8 regions are defined by BEA covering the whole country. Data for Slovenia start in 1991. I3



Chart 8: The four types of ‘“Social Models” and their

employment and poverty prevention performance
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Chart 9: Central Bank independence and

inflation and growth performance (1961 - 1990)
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Source: Blinder (1998), “Central Banking in Theory and Practice”, The MIT Press, Cambridge, Mass.




Chart 10: Central Bank independence and inflation

performance: recent evidence (1989 - 2006)
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Source: ECB calculations for 1989-2006; based on Alesina and Summers (1993) — see P. Moutot, F. Mongelli,
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ECB Occasional Paper, forthcoming. 6



