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1.- ‘Official narrative’ of the economic recovery: the success of the reforms
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1.- ‘Official narrative’ of the economic recovery: the success of the reforms
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1.- ‘Official narrative’ of the economic recovery: the success of the reforms

....according to the official narrative, these policies have entailed:

1) To make the labor market more flexible, shifting the Okun curve to
the left and enabling growth in employment with lower economic
growth

2) A reduction in unit labor costs, boosting price-competitiveness and
an export-led recovery




2.- Current situation and main determinants of economic recovery
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unemployment rate vs. economic growth (%) (%)
10,0 6
. 8.0 5 ®

In grey are shown the
guarters after the
labour market reform 3

[ ]
C A

=
Q L
2 c
& a
g £
Z >
£ L
= j=1
c -
2 60 80 £ 8 4 6 8
g
o
£
-
=) L 3
-4
-6,0
GDP growth GDP
Note: Unemployment in seasonal differences and GDP in seasonal differences of Note: Annual growth rates 1976Q3-2017Q3. In grey is shown the subperiod 2013Q3-
natural logarithms, 1976Q3-2017Q3. In grey is shown the subperiod 2013Q3-2017Q3. 2017Q3.
Source: Own elaboration from the QSNA (update 11/2017) and Economically Active Source: Own elaboration from the QSNA (update 11/2017) and EAPS (update 10/2017)

Population Survey (EAPS, update 10/2017))
5



2.- Current situation and main determinants of economic recovery

Exports and imports Exports, GDP and Domestic demand
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2.- Current situation and main determinants of economic recovery

Unit labour costs, export prices and real exports
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2.- Current situation and main determinants of economic recovery

Contributions to exports and imports annual
average real growth in the period 1995-2017
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2.- Current situation and main determinants of economic recovery

The supposed success of austerity and structural reforms must be
guestioned:

1) We do not have a structural change in the relationship between
growth and employment

2) The reduction of labor costs has not fully translated into price
competitiveness, and the trend in the growth of exports is similar to
that of the period 2000-2007 and depends on demand-side factors

...... and, furthermore these measures have had a very important social costs,
increasing inequalities, and low-paid employment.




2.- Current situation and main determinants of economic recovery

Direct contribution to GDP growth of public demand
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2.- Current situation and main determinants of economic recovery

GDP in Spain and in the Eurozone (annual rates of change)
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SOURCES: Own estimates based on the models used in the Eurosystem's projection exercises.

a "Projected path" refers to that projected in the Eurosystem's June 2014 projections exercise (cut-off date: 21 May 2014).
b "Projected path plus temporary factors" refers to the sum of the path of footnote (a) plus the contribution of the various temporary factors.
¢ Joint contribution of the four factors. This is the difference between the "Projected path plus temporary factors" and the "Projected path".
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