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Productivity, competitiveness and globalisation:
The Banque de France’s international symposium

The Banque de France’s biennial symposium, 
which took place in Paris on 4 November 2005, was 
devoted to the topic “Productivity, competitiveness 
and globalisation”. Some 20 speakers from
central banks, international organisations, universities 
and the private sector spent the day exchanging 
views on issues related to globalisation. The papers 
presented at the symposium are reproduced in 
this publication. Contributions were also made by 
members of the audience, which included over
50 central bankers (Governors, Deputy Governors
or members of executive boards), around 20 academics 
or members of research institutes and some
30 decision-makers from private companies.

In his introductory address, Christian Noyer, the 
Banque de France Governor, touched on several 
major developments that have occurred over the past 
ten years: an end of the catch-up with US productivity 
levels by European countries and the emergence of 
new players in world trade, which pose questions 
regarding advanced countries’ competitiveness; the 
appearance of new instruments and new categories of 
participants on fi nancial markets, against a backdrop 
of an increase in capital fl ows, raising the issue of 
the stability of the international fi nancial system. 
He pointed to two apparent paradoxes: the widening 
of the US trade defi cit even as trend productivity in 
the United States is accelerating, and the polarisation 
of current account imbalances, with capital fl owing 
mainly to advanced countries.

The fi rst session, which was chaired by
Jean-Claude Trichet, President of the European 
Central Bank, was aimed at setting out the main 
“stylised facts” regarding recent developments in 
productivity and competitiveness. The discussion 
was initiated by Bart van Ark, Professor at the 
University of Groningen and Director at the 
Conference Board, who underscored the fact that 
Europe’s lag refl ected its slower adaptation to new 
production methods as a result of rigidities in product, 
services and labour markets. Lack of fl exibility in the 
economy impedes the emergence of new activities, 
investment in human capital and labour mobility. 
The spread of new information and communication 
technologies (ICTs) to the user sectors is slower 

as a consequence. In response, Daniel Cohen, 
Professor at the École Normale Supérieure-Ulm Paris,
discussed the role of the business cycle in the 
acceleration of US productivity; Christine Cumming, 
First Vice President of the Federal Reserve Bank of
New York, underscored the role of structural 
reforms in the developments in the United States;
and Marc-Olivier Strauss-Kahn, Director General 
Economics and International Relations at the
Banque de France, analysed the relationship between 
the concepts of productivity and competitiveness. 
All of the speakers stressed the importance of the 
implementation of structural reforms in Europe. 
Some of them pointed out, however, that steps had 
already been taken in this direction and that time 
was needed to assess the results.

The second session, chaired by Axel Weber, President 
of the Deutsche Bundesbank, dealt with the impact 
of these developments on the international allocation 
of capital and global imbalances. William White, 
Economic Adviser at the Bank for International 
Settlements, kicked off the discussions with an 
assessment of the sustainability of global imbalances 
and the associated risks of disorderly adjustment. He 
underlined the importance of a co-operative approach 
to these risks in the light of their complexity, the 
interactions they generate and their international 
impact. The fi rst discussant, Patrick Artus,
Chief Economist at Ixis Corporate and Investment Bank,
reviewed the explanations frequently advanced 
for the widening US current account defi cit, while 
Leszek Balcerowicz, President of the Narodowy 
Bank Polski, and Guillermo Ortiz, Governor of the 
Banco de México, examined ways of adjusting global 
imbalances. Various explanations were put forward 
during the session to account for these imbalances:
US household dissaving, the United States’ government
defi cit, inadequate potential output growth in Europe 
and Japan, weak private demand in Asia and the 
fi xed exchange rates of the Asian currencies, which 
foster the accumulation of offi cial reserves. While not 
all the participants agreed on the relative importance 
of each of these factors, they nonetheless concluded 
that the causes of the global imbalances were myriad 
and above all that they cannot continue indefi nitely 
without adjustment.
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The third session, led by Rodrigo de Rato, Managing 
Director of the International Monetary Fund, looked 
at the appropriate economic policy responses 
and the possibility of spontaneous adjustment by 
markets or economic agents. In the absence of one 
single factor that might account for and remedy 
global imbalances, Otmar Issing, Member of the 
Executive Board of the European Central Bank, 
advocated a combination of policies to address 
the above-mentioned developments: stepping-up 
structural reforms in Europe and Japan, adopting 
fl exible exchange rates and encouraging private 
consumption in Asian countries, and stimulating 
saving in the United States in order to reduce 
the country’s defi cits. During the discussion,
Agnès Benassy-Quéré, Deputy-Director at CEPII, 
outlined ways of adjusting savings and exchange 
rates at a global level. Kristin Forbes, Associate 
Professor at MIT, stressed the need for adjustment 
in all regions, to strengthen private savings 
in the United States, investment in emerging 
countries, and growth in Europe via structural 
reforms. Lastly, Yi Gang, Assistant Governor of
the People’s Bank of China, set out the main 
orientations of his country’s economic policy aimed 
at reducing global imbalances: these concerned 
exchange rates, social protection and the legal 
environment for companies.

The fi nal roundtable, on the implications of these 
developments for international fi nancial stability, 
was introduced by Roger Ferguson, Vice Chairman 
of the Board of Governors of the US Federal Reserve 
System and Chairman of the Financial Stability 
Forum, who highlighted four “complications” that 
have accompanied globalisation:

• the emergence of major fi nancial crises in
emerging-market economies;

• a more complex institutional environment, as 
illustrated by the growth in hedge funds;

• the uncertainties surrounding the risk bearers of 
last resort: i.e. reinsurers and households;

• and the emergence of new fi nancial products, 
whose impact in times of crisis is still unknown. 

These issues were then debated by fi ve panellists: 
David Dodge, Governor of the Bank of Canada, explored 
how countries can best protect themselves from 
economic shocks and imbalances; Toshihiko Fukui, 
Governor of the Bank of Japan, analysed international 
capital fl ows and their prudential implications;
Yaga Venugopal Reddy, Governor of the Reserve Bank 
of India, outlined the effects of global imbalances 
on emerging countries and India in particular;
Zeti Akthar Aziz, Governor of the Bank Negara Malaysia, 
drew some conclusions from the fi nancial crisis that 
affected South-East Asia in 1997; and Jacob Frenkel, 
Chairman of the Group of Thirty, set out some markers 
for crisis management in a global context.

During this discussion, the means of preventing and 
managing fi nancial crises were addressed, in particular 
in the light of the Asian crisis of 1997-1998, as was 
the establishment of an appropriate institutional and 
legal framework to enable countries to fully benefi t 
from the globalisation of capital fl ows.

In his concluding remarks, Stanley Fischer, Governor
of the Bank of Israel, pointed out that reforms 
have already been implemented in Europe that 
may eventually lead to a renewed catch-up with
US productivity levels. He also noted that part of the 
market adjustment necessary for the unwinding of global 
imbalances had been achieved with the appreciation 
of the euro over the past few years. Stanley Fischer 
concluded by referring to the possible adjustments to 
these imbalances, outlining three main scenarios:

• an optimistic scenario, in which the sophistication 
of capital markets and the increased fl exibility of 
the world’s economies would result in more orderly 
adjustments on exchange and interest rate markets;

• a more pessimistic scenario, in which an abrupt 
adjustment would bring about a recession in the 
United States and a worldwide economic slowdown;

• a scenario in which there is a protracted transition 
associated with the major structural developments 
currently under way in Asia, where the imbalances 
would persist, albeit less marked, for one or two 
decades before unwinding as a result of mechanisms 
as yet little understood.
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