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It is a great pleasure for me to be here at the
Banque de France, a member of this European 
monetary family that we call the Eurosystem, 
alongside so many friends, so many eminent fi gures, 
market professionals, academics and central bankers, 
whose proportion here is extremely impressive. It is 
also a great pleasure to chair this fi rst panel. 

Let me say a few words about productivity and 
competitiveness and in particular, as Christian Noyer 
just mentioned, about the naturally obvious 
comparison between two vast continental economies, 
the euro area and the United States. Since the 1980s, 
as everyone knows, the annual real GDP growth of the 
euro area has been one percentage point below that 
of the United States. It is even more important to note 
that real GDP per capita growth has also been lower 
over this period. The lack of convergence in output 
per capita to US levels refl ects Europe’s less effi cient 
labour markets and the relatively low participation 
rate and average number hours worked. Furthermore, 
since the 1980s, or even since the fi rst oil shock, the 
gap between the US and European unemployment 
rates has widened: the European unemployment 
rate is around 3 percentage points higher than that 
of the United States. Nevertheless, we should not 
underestimate the progress made in Europe in terms of 
labour productivity up to the middle of the 1990s, when 
the catching-up process was observed. Since then, 
the reverse has been true. When we compare hourly 
productivity rates in Europe and the United States,
the turnaround in the trend in the mid-1990s is 
striking. In the 1980s, annual growth in hourly 
productivity was 2.5% in Europe and only 1.3% in 
the United States. There was therefore a positive 
gap in favour of Europe, which was in the process of 
catching up with the lag in labour productivity. But, 
and this is very surprising, over the period 1996-2004,
hourly productivity growth in the United States 
rose from 1.3% to 2.5%, whereas it fell from 2.5% to 
1.3% in Europe, i.e. exactly the same fi gures but the 
opposite way around, which means a ratio of almost 
1 to 4, growing twice as rapidly in the United States 
as in the 1980s and twice as slowly in Europe.
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It is not up to me to provide answers but rather to ask 
certain questions. While I can understand why we 
have observed an acceleration in labour productivity 
in the United States, thanks notably to the work of the 
eminent academics seated at this table, I am however 
far more perplexed as to the spectacular decline in 
productivity gains observed in Europe, despite the 
fact that we live in the same technological world and 
the same global environment. I submit to you and the 
panellists the following conjecture: in an environment 
changing very rapidly due to globalisation and 
scientifi c and technological progress, in particular 
in the information and communication technology 
sector, the opportunity cost of a relative infl exibility 
of markets in general and the labour market in 
particular is becoming much more important than 
in the past. Perhaps this avenue could be explored 
in order to understand this development, which is
a priori surprising and, from the point of view of the 
euro area, extremely regrettable.

This brings us to considerations about competitiveness, 
which is part of the question that this panel will be 
debating. Irrespective of other very important if not 
decisive factors for competitiveness, I will simply 
focus on unit labour costs. It has been surprising to 
note in the euro area that, even in a single currency 
area, even without any possibility of adjusting the 
exchange rate or interest rates, the fl exibility of 
relative prices of the different unit production costs 
and that of the real economy is far greater than could 
have been expected. There are differences in unit 
production cost trends, due to both nominal wages 
and salaries and productivity gains, which, over 
the past six years, are greater than 20% in the case 
of the largest. We therefore naturally recommend 
that particular attention be paid to these costs.
Two conclusions can be drawn from this observation.

First, the good news: in single currency areas, 
the fl exibility may be much greater than we 
originally thought. In such areas, it is possible to 
catch up on competitiveness, or to change relative 
competitiveness.
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Second, we should naturally remain vigilant: unit 
production cost trends must be closely monitored. 
These are key indicators in a single currency area,
which will certainly not surprise any of the governors 
who attend the meetings of the ECB’s Governing 
Council or the Executive Board. Many of them

had said before joining the euro area: we are 
entering an area where there are no more exchange 
rate indicators, where there are no more interest 
rate indicators but that does not mean that we do 
not have to pay close attention to other indicators,
and in particular competitiveness indicators.
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