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13th Forum as Europe gears up for growth
Over the years, the Forum has hosted the decision makers and opinion leaders of the time, people such as Herman 
Van Rompuy, Wolfgang Schäuble, Jacques de Larosière, Felipe González, Jean-Claude Trichet, Tommaso Padoa-
Schioppa, Valéry Giscard, d'Estaing, and Jagdish Bhagwati. And this year is no exception as leaders such as Mario 
Monti, Nemat Shafik, and Danuta Hübner join the Forum. In 2011, more than 1 000 people attended the Forum, 
while this year a record 1 500 people registered, including many renowned expert journalists.
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flows and other factors 
exacerbated the underlying struc-
tural differences between European 
economies. Macro-economic imbal-
ances have already reduced significantly, 
but more adjustment is still to come. In 
order to prevent the build-up of harmful 
macroeconomic imbalances in the future 
and to ensure a correction of already 

Stability and growth: 
A combination, not a contradiction
The debt crisis has clearly shown that debt-fuelled growth is unsustainable. To return to growth and job creation, the EU needs fiscal consolidation, financial 
stabilisation and structural reform. The experience of several of the healthiest economies in Europe shows that sound public finances are a prerequisite for 
sustainable growth.

Growth or consolidation?
The question dominates headlines and 
debate, and some commentators have 
even chastised Europe for focussing 
almost only on fiscal consolidation. 
By voicing such a criticism they have 
turned a blind eye to the strategy the 
Commission advocates, which is a com-
prehensive approach, including growth 
enhancing reforms and investment. The 
Commission has always made it clear that 
in the long run Europe can have neither 
stability without growth nor growth 
without stability. 

No “one-size-fits-all” approach
Over the past two and a half years, the 
euro area has taken unprecedented 
action to safeguard financial stabil-
ity and economic recovery in Europe. 
This has helped to prevent a sharp fall 
in GDP. According to the spring fore-
cast, a gradual recovery is expected to 
start in the second half of this year 
(see box). Olli Rehn, Vice President 
of the European Commission respon-
sible for Economic and Monetary 
Affairs and the Euro, recently under-
lined that the EU's comprehensive 
strateg y has contained the crisis – 
but not yet tamed it. There is much 
more to be done. "We need to stay on 
track with fiscal consolidation and 
reinforce growth through structural 
reforms and enhanced investment", 
Rehn said. 

The impression that there is a contradic-
tion between fiscal consolidation and 
growth is misguided. Rehn underlines 
that fiscal consolidation is a prerequisite 
for exiting the crisis, but it must be done 
in a growth-friendly and differentiated 
way. In this respect he stresses that the 
idea that the EU fiscal framework forces 
all Member States into a ‘one-size-fits-all’ 
consolidation straightjacket is a myth; 

the Stability and Growth Pact (SGP) 
is rules-based and entails considerable 
scope for sound economic 
judgement, which is an inte-
gral part of the Pact's legal 
provisions. New rules that 
entered into force last year rein-
force the SGP, including its preventive 
arm. This helps to strengthen fiscal 
discipline in EU Member States.

In the context of intensifying 
globalisation, a more impor-
tant question than growth vs. 
austerity should be: how can 
Europe compete? 

The real issues
Fo r  s o m e  M e m b e r 
States, fiscal imbalances 
have been a result rather 
than the cause of the cri-
sis. The current problems 
have their deeper origins in 
macroeconomic imbalances and diver-
gences in competitiveness. During the first 
decade of the euro, low financing costs and 
other factors resulted in a misallocation 
of resources to less productive uses, feed-
ing unsustainable levels of consumption, 
soaring house prices and the accumula-
tion of external and internal debt. Capital 
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existing imbalances, the 
EU introduced a new 
m e c ha n i sm  c a l l e d 
the Macroeconomic 
Imbalance Procedure 
that is being applied 
for the first time this 
year. Taken together, 
the reinforced gov-
ernance frameworks, 
in both the fiscal and 
macroeconomic areas, 
should contribute to 
laying the ground for 

a more stable and com-
petitive EU as it emerges 

from the crisis.

The strategy
The Commission's roadmap for 

stability and growth, as outlined 
in the Annual Growth Survey, calls 

for restoring confidence by address-
ing the sovereign debt crisis and 

mitigating banking sector fragilities, 
while at the same time pursuing struc-
tural reforms and enhancing economic 
governance.

In addition, the Commission aims to 
promote growth and competitiveness 
through measures such as building the 
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EU digital economy, completing the 
internal market in services, boosting 
innovation and investment, accelerat-
ing trade and investment negotiations 
with dynamic partners outside the 
EU and improving the utilities infra-
structure. Unemployment and the 
social consequences of the crisis will 
be tackled through measures such as 
promoting business creation and self 
employment; enhancing labour mobil-
ity; and reducing labour taxation and 
disincentives to job creation. 

In  t h i s  c o n t e x t ,  t h e  Eu r o p e a n 
Investment Bank (EIB) plays an 
important role which could be fur-
ther enhanced by increasing its lend-
ing capacity. The funding activities of 
the EIB crucially support job creation, 
especially if loans target SMEs.

Europe 2020, the EU's ten-year strat-
egy for smart, sustainable and inclu-
sive growth, is more relevant than ever. 
Yet Member States’ progress towards 
the Europe 2020 targets has so far not 
matched their commitments. It is cru-
cial that words are turned into deeds.

Proof that adjustment works
While Europe has a long way to go, 
it  can take heart that adjustment 
works.  Numerous examples show 
that restoring confidence in public 
finances and implementing ambitious 
structural reforms pave the way for 
sustainable growth. The countries 
that have best weathered the current 
crisis are those that have gone through 
such adjustments in the recent past: 
Denmark and The Netherlands in 
the 1980s, Finland and Sweden in 
the 1990s, and Germany in the first 
decade of this century. Sometimes it 
is better to take your bitter medicine 
as early as you can. 

Spring forecast 2012-13: towards a slow recovery
Output contracted in late 2011 in the EU and the euro area. In 2012, real GDP is projected to stagnate in the 
EU and to contract by -0.3% in the euro area. A gradual recovery is forecast to start in the second half of the 
year, however, and gather speed in 2013, with growth forecast at 1.3 % in the EU and 1.0 % in the euro area. 
Unemployment is expected to remain high at just above 10 % in the EU and 11% in the euro area over the 
forecast period. According to Olli Rehn, Commission Vice-President for Economic and Monetary Affairs 
and the Euro, "a recovery is in sight, but the economic situation remains fragile, with still large disparities 
across Member States. We are witnessing an ongoing adjustment of the fiscal and structural imbalances 
built up before and after the onset of the crisis, made worse by the still weak economic sentiment… we must 
support the adjustment by accelerating stability and growth-enhancing policies."
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IntervIew | DEEPAk NAyyAR

F our years after the start of 
the global crisis, Europe is 
once again in the spotlight. 
In  i t s  Wo rl d  E c o n o m i c 

Outlook report, the International 
Monetary Fund (IMF) cites the two 
most immediate risks to global eco-
nomic recovery as a renewed escala-
tion of the euro area debt crisis and 
a sharp increase in the price of oil.

Despite the risks, the IMF expects 
the global economy to expand by 
3.5 % this year and by 4.1  % in 
2013. Moreover, the US is expected 
to continue to recover, albeit at a 
tepid pace, while China and other 
emerging markets will experience 
soft landings. Nonetheless, Olivier 
Blanchard, chief economist of the 
IMF says: “One has the feeling that 
at any moment things could well get 
very bad again.”

The debt crisis: round 3?
A particularly troubling aspect 
of the debt crisis is the negative 
feedback loops between bank asset 
quality and sovereign risk . This 
has prompted the idea of provid-
ing financial support directly to 
banks, thereby bypassing national 
governments and breaking the cycle. 
Moreover, the IMF has engineered a 
$ 430 billion increase in its financial 
resources.

Same old story
However, the negotiations on increas-
ing the resources of the IMF point to 
tensions in the cooperation and cohe-
sion at the global level. After muster-
ing a strong and coordinated response 
at the outset of the financial crisis, the 
world remains mired in many of the 
same old problems, chief among them 
persistent macroeconomic imbalances.

Growth 
models: can 
Europe and 
Asia learn 
from each 
other?
DEEPAk NAyyAr
Professor of economics, 
Jawaharlal nehru university, 
new Delhi, anD DistinguisheD 
university Professor of 
economics, new school for 
social research, new york

Q.1.  Can economic models in 
Europe and Asia be usefully 
compared?

Yes and no. It is essential to recognize 
critical differences. First, Europe and Asia 
are at very different levels of income and 
stages of development. Second, there is 
considerable diversity between countries 
within Europe and within Asia.

Q.2.  What are the strengths and 
weaknesses of the European 
and Asian growth models, 
respectively?

Europe's strengths are its high levels 
of human resource development, edu-
cational attainment and technological 
sophistication, while its weaknesses are its 
high levels of unemployment, diminish-
ing social protection, ageing populations 
and orthodox macroeconomic policies 
that are not conducive to growth. Asia's 
strengths are its surplus labour, low 
wages, young populations and hetero-
dox economic policies, while its major 
weakness is that rapid growth has not led 
to sufficient employment creation so that 
poverty persists. 

Q.3.  Can any of the positive 
elements of Asian growth 
models and strategies be 
'transplanted' in Europe?

It is not possible to transplant or to rep-
licate elements because the contexts are 
so different. Yet, it is possible for Europe 
to draw lessons from the Asian experi-
ence. First, there is no magic in markets 
and there is an essential role for govern-
ments. Second, investment in physical 
infrastructure and in human resource 
development is critical at every stage of 
development. Third, macroeconomic 
policies should not be driven by short 
concerns about price stability alone 
but must also be shaped by longer term 
objectives such as full employment and 
economic growth.

Q.4.  Is the decline in competi-
tiveness in some European 
countries relative to emerg-
ing nations inevitable or can 
it in your view be reversed?

There is an enormous difference in pro-
ductivity levels between Europe and 
Asia. Theory and experience both sug-
gest that productivity growth rates are 
inversely related to productivity levels 
so that there is a tendency towards con-
vergence over time. There was such a 
catch-up in Western Europe with pro-
ductivity levels in the United States over 
the three decades after World War II. It is 
no surprise that there are the beginnings 
of convergence as productivity levels in 
Asia increase. The difference is still large, 
but the trend is not reversible. In the long 
term, then, competitiveness is not simply 
a matter of exchange rates. 

PrevIew | SuCCES STORIES

emerged from the economic crisis with 
a government deficit limited to 2.5 % of 
GDP in 2010 and debt of only 48.5 % 
of GDP. It is also one of only a hand-
ful of euro area countries to retain its 
triple-A credit rating.

Finland’s long-term economic poten-
tial remains strong. It boasts well-func-
tioning and highly transparent public 
institutions and is considered a global 
leader in higher education and training. 
Finland is also one of the innovation 
powerhouses in Europe. Not surpris-
ingly, it has moved up three places to 
the 4th position in the World Economic 
Forum’s global competitiveness ranking.

Poland: recession-free
Poland is the only EU country not to expe-
rience recession since the start of the crisis. 
Real GDP growth dropped to 1.6 % in 
2009, but bounced back quickly in 2010 

to 3.9 %. The general government deficit 
rose from 3.7 % of GDP in 2008 to 7.4 % 
in 2009 and 7.8 % in 2010. The public 
debt rose from over 50 % of GDP in 2009 
to just under 55 % of GDP in 2010, yet 
remains below the 60 % Treaty threshold, 
which is also the Polish Constitutional 
debt limit, and is still low compared with 
most other EU countries. 

Real GDP is projected to increase by 
2.7 % in 2012, primarily driven by invest-
ment by the corporate sector and public 
spending on infrastructure. Structural 
factors that support Poland’s perform-
ance are high educational standards and 
a well-developed financial sector. 

Slovak republic: 
the ‘little big country’
With its large trade openness and 
specialisation in durable goods, the 
Slovak economy was hit hard by the 

Small success stories off the beaten track
Some EU countries have prospered throughout the crisis, relative to others. Here we examine three little known 
success stories.

Finland: the Nordic 
innovation leader
Finland was hit hard 
by the crisis .  GDP 

contracted by more 
than 8 % in 2009, driven by an 

exceptionally steep fall in exports, and 
unemployment increased by 2 percent-
age points, to 8.4 % in 2010. Finland 
recovered quickly, however, with GDP 
growing by 3.7 % in 2010. 

Exports such as electronic equipment, 
chemicals, machinery, and timber and 
paper products are the strength of 
the Finnish economy – as well as its 
Achilles' heel. A decline in net exports 
resulted in slower growth at the end of 
2011. Growth for 2012 is now forecast 
at an anaemic 0.8 %. 

Finland is one of the most fiscally 
sound countries in Europe, having 

collapse in world trade and aggregate 
demand that followed the financial 
crisis. In 2009, GDP contracted by 4.9 % 
and unemployment rose to 12 %. The 
crisis caused a significant deterioration 
in public finances with the government 
deficit rising from 2,1 % of GDP in 2008 
to 7,7 % in 2010. The public debt also 
increased by more than 13 percentage 
points, reaching 41 % of GDP in 2010.
This is still well below the debt levels 
of most EU Member States, however.

Slovakia’s fate is inextricably linked to 
that of Europe. Nearly four-fifths of its 
exports go to the European market, and 
growth is largely dependent on external 
demand. Given the weaker outlook for the 
euro area, real GDP growth is expected 
to slow to 1.8 % in 2012, but Slovakia 
should ultimately benefit from a rebound 
in Europe's export markets.  

PrEVIEW | G20

The G20 : All eyes on Europe

G20 – building bridges
The World Trade Org anisation 
(WTO) has already warned that 
growth in international trade will 
slow to 3.7 % in 2012 after deceler-
ating sharply last year. And there are 
troubling signs of the re-emergence 
of protectionism. 

In spite of these potential problems, 
world leaders need to work together 
more closely to tackle the crisis. 
Building a bridge between diverging 
interests is an increasing challenge for 
the G20. 

Wide divergences in speed of recovery

Europe’s growth lags that of other advanced economies and is far lower than growth in the 
emerging economies.

 Eu  Non-Eu advanced economics  Emerging and developing countries

real GDP growth in EU, non-EU advanced and emerging economies
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‘Super Mario’ to the rescue?

Development strategies 
in a multi-polar world

While propounding the advantages of development, Nemat Shafik urges us not to forget its 
political and social consequences. She sees deepened development cooperation as a means for 
solving the big global issues that confront us.
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PrOFILe | NEMAT SHAFIk

Mario Monti will deliver the second Annual Tommaso Padoa-Schioppa Lecture.

Nemat Shafik has been the Deputy 
Managing Director of the International 
Monetary Fund (IMF) since April 
2011. Previously, she was responsible 
for IMF development programmes 
across Africa, the Middle East, Asia, 
Latin America, and Eastern Europe, 
and wa s  the  young est  e ver  V ice 
President at the World Bank.

Privatisation with 
a personal twist
Namat Shafik’s perspective has been 
strongly shaped by her background. 
As a child growing up in Egypt, she 
experienced the heavy hand of state 
intervention in the economy when 
her family’s business interests were 
nationalized. This fuelled a natural 
interest in development and the 
respective roles of the public and 
private sectors. 

In an odd twist of fate, during her 
adult lifetime Shafik has become a 
strong proponent of the privatisation 

of  state- owne d enterprises .  She 
acknowledges that mistakes were made, 
however. “I think much of the backlash 
against privatisation is driven not by 
the failure of privatisation to deliver 
on the economic front,” says Shafik, 
“but the failure of privatisation to 
really treat the political consequences 
effectively.”

Capitalism with a human face
Shafik’s views on privatisation reflect 
a dispassionate approach that she 
attributes to her scientist  father 
combined with a more “human and 
earthy” approach that comes from her 
literary mother. Shafik, who is often 
known by her nickname “Minouche”, 
i s  able  to see  the human side of 
economic issues. She has warned that 
Europe faces the risk not only of a lost 
decade in terms of growth, but also of 
a lost generation. “Young people were 
innocent by standers in the global 
financial crisis, but they may well end 
up paying the heaviest price for the 

PhIlIPPE AGhIoN 
is robert c. waggoner 
Professor of economics at 
harvarD university

BENjAmIN FrIEDmAN
is the william JosePh
maier Professor of Political 
economy, anD formerly 
chairman of the DePartment 
of economics, at harvarD 
university

PIEr CArlo PADoAN
is DePuty secretary-general anD 
chief economist of the oecD

1.  Does Europe have a 
fundamental growth problem 
in a context of intensifying 
globalisation and ageing 
population, or could healthy 
growth return once the crisis 
is over? If there is a real 
problem, how should growth 
models be redefined to deliver 
sufficient growth and jobs? 

Aghion: Yes, Europe suffers both from 
insufficient growth on average and from 
lack of convergence among its member 
states. Northern European economies 
are actively innovating while growth in 
Southern Europe has been largely driven 
by non-tradable goods such as real estate, 
that do not generate long-term techno-
logical spillovers and sustainable growth. 

Padoan: Europe needs to raise its poten-
tial growth rate (which most likely has 
been affected by the crisis) and look for 
new sources of growth – such as green 
growth, innovation, and intangible assets 
– through a combination of traditional 
and new structural measures, investing in 
a “European system of innovation”, and 
completing the Single Market. 

2.  In addressing the current 
crisis, has Europe struck the 
right balance between fiscal 
consolidation and policies to 
boost growth? 

Aghion: No. While reducing public debts 
and deficits is a pre-requisite for conduct-
ing more countercyclical macroeconomic 
policies, so far fiscal consolidations and 
spending reductions have been made 
at the expense of growth-enhancing 
investments. 

Friedman: The situation is very different 
depending upon the country. Nonetheless, 
my sense is that Europe has not struck the 

PoINT oF VIEW |  WINNING GROWTH MODELSProFIlE ArTIClE |  MARIO MONTI

When Mario Monti was sworn in as prime 
minister and finance minister of Italy in 

November of last year, 
some decried his 

government of 
technocrats 
as ‘undemo-
c r a t i c ’ . 
Many both 
inside and 
outside of 

t h e  c o u n -
try, however, 

hope that the 
6 9 - y e a r - o l d 

former economics 
professor will prove 

to be Italy’s saviour.

Nobody would doubt that Monti has a 
difficult task to fulfil.The Italian economy 
entered recession again in the second half of 
2011, and real GDP is expected to contract 
by 1.4 % in 2012. Moreover, the economy 
faces structural challenges, including a 
two-tier labour market, and widespread 
tax evasion.

Fiscal consolidation: 
pulling Italy back from the brink
Italy also has a high level of debt that 
is around 120 % of GDP, and saw its 
financing costs rise at the end of 2011. 
Within a month of taking office, 
however, Monti raised the country’s 
retirement age, increased some taxes 
and clamped down on tax evasion. In 
May, he proposed cuts of € 4.2 billion 
from the € 700 billion state budget.

Growth: the real challenge
A major  cha l leng e for  Ita ly  i s  to 
restore and enhance growth. The 
c o untr y ’s  e m p l o y m e nt  r a t e  a n d 

policy mistakes that have led us to 
where we are today,” says Shafik. 

“Ecumenical” development 
strategies
While social solidarity is important, 
growth remains the key. According 
to Shafik, however, development 
strategies themselves are becoming 
m o r e  “e c u m e n i c a l”.  Mo r e o v e r, 
developing countries can now shop 
around for development models 
and p ar tners .  In  The  Future  of 
Development Finance, Shafik tells how 
China commissioned seven different 
organisations – the World Bank, the 
World Heath Organisation, McKinsey 
and four leading Chinese think tanks 
– to present alternative models for its 
public healthcare system. 

In the future, Shafik sees an even larger 
role for development cooperation – as 
a key instrument for addressing global 
issues such as financial regulation, 
pandemics and climate change. 

right balance. The Europeans are driving 
themselves into a serious recession, and it’s 
very misguided of the northern Europeans 
to think that they can push the southern 
Europeans ever deeper into recession 
without being affected. 

Padoan: A delicate balance needs to be 
struck. The pace of consolidation must 
be tuned according to the circumstances 
and fiscal space of each country. EU-wide 
efforts to promote growth and fiscal sus-
tainability must concentrate on avoiding 
asymmetric adjustment in surplus and 
deficit countries and on putting fiscal dis-
cipline and long-term growth enhancing 
measures on an equal footing. 

3.  Is our focus on GDP growth 
misguided? Should we 
consider other measures of 
success for a society such as 
‘Gross National happiness’? 

Aghion: Recent research has shown that 
life satisfaction is strongly correlated with 
per capita GDP. This said, of course GDP 
is not everything. The notion of sustainable 
growth, however, encompasses both 
environmental and distributional aspects. 
Indeed, the growth process is derailed 
in the long run if growth translates into 
excessive pollution or excessive income 
inequality that undermines trust, public 
order, and broad participation in financing 
public goods. Hence, there is a role for 
state intervention, both to promote clean 
production activities and to prevent social 
fragmentation.

Friedman: No. As I argue in The Moral 
Consequences of Economic Growth, the 
pattern in most countries is that when the 
broad bulk of the population is moving 
forward in its material living standard, 
good things happen in the society in the 
non-economic spheres. This requires 
growth in aggregate income, but income 
distribution matters,  too. Limited 
growth and widening inequality create an 
atmosphere of frustration and discontent 
that leads to intolerance, rancorous public 
discourse and political stalemate. The 
danger is that political stalemate could 
block the policies that would restore the 
growth of incomes and living standards, 
thereby leading to more political stalemate. 
We could fall into a ‘growth trap’. 

Padoan: Yes, definitely. The OECD is 
launching a project that will look at the 
interactions among growth, equality, the 
environment, and well-being, and the need 
to redefine policy strategies to maximize 
synergies and deal with trade-offs. 

Winning growth models: 
3 experts give their views

trIBUte tO | TOMMASO PADOA-SCHIOPPA 
Tommaso Padoa-Schioppa, one of the founding fathers of Economic and Monetary union (EMu) and the 
euro, died in December 2010, still at the height of his intellectual powers and still fully engaged in promoting 
European economic integration. Tommaso Padoa-Schioppa was Director-General of DG ECFIN (then DG II) 
from 1979-83. In an illustrious career, he went on to hold high office at the Bank of Italy, the ECB, and the 
Italian government, amongst others. He was a great European, visionary policy-maker and brilliant academic. 

To pay tribute to Tommaso Padoa-Schioppa, the European Commission (DG ECFIN) has established an 
annual lecture in his honour. This is intended as a platform for a distinguished policy-maker to discuss 
economic and monetary integration and its challenges. The first lecture was given at the 2011 Brussels 
Economic Forum by German Finance Minister Wolfgang Schäuble.

productivity have been stunted by 
high labour costs. Lowering the cost 
of making workers redundant and 
other measures to increase the flex-
ibility of the labour market aim at 
stimulating companies to hire. But to 
make the economy more competitive 
in this way, Prime Minister Monti 
will have to take on entrenched inter-
ests such as Italy’s closed professions 
and guilds, as well as powerful labour 
unions.

Can he do it?
If anyone can get Italy back on the 
path of  susta inable growth,  it  is 
likely to be ‘Super Mario’. His calm 
demeanour belies ner ves of steel. 
Monti established his reputation 
for courage and determination when 
he was the EU’s Commissioner for 
Competition. Since then, he has 
been known for not shying away 
from difficult tasks, even those of 
a large scale. 

 Member States with below-average growth in 2010  Member States with above-average growth in 2010

multi-speed real GDP growth in the EU, annual growth rates (weighted)

2010 2011 20132012

Forecast

-1.5 %

-0.5 %

0.5 %

1.5 %

2.5 %

3.5 %

Mario Monti

Pier carlo PaDoanPhiliPPe aghion benJamin frieDman
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Answers: 1: c, 2: d, 3: b, 4: a, 5: d

*  A SPIV or Special Purpose Investment Vehicle is a financial instrument that could be used to leverage the funds available to the European Financial Stability Facility.
A SPIV would be used to buy the debt of distressed euro area economies from a pool of capital funded by private investors and by sovereign wealth funds.

1.  Can you name the only two original euro area 
member States to have consistently adhered 
to the maastricht treaty’s fiscal criteria?

a. France and Luxembourg 
b. Germany and Austria 
c. Finland and Luxembourg 
d. The Netherlands and Austria

2.  Who was the European statesman 
who compared EmU to an 
Australian bird, saying 
“Neither can go backwards”?

a. Helmut Kohl
b. Jacques Delors
c. Romano Prodi
d. Tommaso Padoa-Schioppa
e. Wim Duisenburg

3.  Name the only  
EU member State 
that has managed to 
stay out of recession 
throughout the crisis.

a. Finland
b. Poland
c. Germany
d. Luxembourg
e. Sweden

4.  According to Eurostat, which EU member 
State had the lowest ratio of debt-to-GDP in 
2011 according to the most recent data?

a. Estonia
b. Luxembourg
c. Bulgaria

d. Sweden
e. Lithuania

5. What is SPIV?

a.  The name of a famous 
metal band
b.  A former Soviet ballis-

tic missile technology
c.  A Swedish government 

agency
d.  A financial instrument*

e.  An EU re-training 
programme

ProFIlE | DANuTA HüBNER

Advocate of growth

Everyone wants growth, but 
only a few people plead for 
it so passionately as Danuta 
Hübner. The Polish Member 

of the European Parliament chairs the 
Regional Development Committee, 
and also works on the Committee on 
Economic and Monetary Affairs and 
the Special Committee on the Financial, 
Economic and Social Crisis.

In addition to being a passionate advocate 
of growth, Hübner is also a vocal critic 
of austerity. European policy makers have 
been waiting for the expansionary effects 
of fiscal consolidation for far too long, 
she claims.

Despite her strong views on austerity, 
Hübner acknowledges that the real chal-
lenge for Europe is diverging competitive-
ness among EU economies. She laments 
that “productivity gaps are dramatic and 
growing, unit labour costs continue to 
diverge, and wage increases in some coun-
tries exceed productivity gains.”

The hübner growth formula
Hübner has said “we need more, not 
less, structural reform,” and has called for 
the creation of a new strategy that links 
the crisis exit strategy with long-term 
growth and structural change. Hübner’s 
prescription for growth involves more 
than just structural reform, however. 

Boosting investment, exports and 
consumption and improving access to 
finance are all “known formulas for re-
launching growth and important,” says 
Hübner, “but they all take time.” 

In the interim, the Polish parliamen-
tarian proposes to help the countries 
hardest hit by the crisis by stimulating 
demand in surplus countries. “The EU’s 
economic health is not simply the sum 
of each country’s national situation,” 
says Hübner, “interlinkages can help 
and should also be put on the European 
growth agenda.” 

Quarterly report on the 
euro area, April 2012

The Quarterly Report series fea-
tures concise research by European 
Commission staff on economic and 
financial topics relating to the euro area.

The first 2012 edition of the Quarterly 
Report includes an in-depth examina-
tion of the Macroeconomic Imbalance 
Procedure (MIP) as well as a special 

topic on the role of taxes in growth-
friendly fiscal consolidation. The report 
also examines trends in the external 
financing of current account posi-
tions in euro-area Member States and 
includes an assessment of the exposure 
of the euro area to the sovereign credit 
default swap (CDS) market.  

In praise of microeconomics
To re-launch growth, Hübner also 
advocates a microeconomic approach. 
In  Po lan d ,  s h e  p i on e ere d  a  n e w 
approach to industrial policy, one that 
included crafting the first small and 
medium sized enterprise (SME) busi-
ness policy. According to Hübner, we 
need to help SMEs to get credit, create 
conditions that stimulate investment 
in innovation, and ensure access to 
an affordable, adequately educated 
work force. Hübner suggests we fill 
the financing gap left by banks, by 
facilitating access to venture capital 

Quotes
“Reforms that we would have 
thought impossible two years 
ago are today a reality. And why? 
Because the EU and its Member 
States have understood how 
interdependent our economies 
are. We recognise the value of 
a strong and stable European 
economy, and we are working 
together to create it.”

JoSé MANuEl BArroSo,
PRESIDENT OF THE 

EuROPEAN COMMISSION

“ When we have 10 percent 
unemployment and sometimes 
20, 30 or even 40 percent 
unemployment for youth, we 
cannot say that the crisis is over.”

ANGEl GurríA, 
SECRETARy-GENERAL, ORGANISATION 

FOR ECONOMIC CO-OPERATION AND 
DEVELOPMENT (OECD)

“ Instead of regarding the market 
as an enemy, we should harness 
market discipline for the good.”

ShAroN BoWlES, 
CHAIR OF THE ECONOMIC AND 

MONETARy AFFAIRS COMMITTEE (ECON), 
EuROPEAN PARLIAMENT

A passionate advocate of growth explains why this should be our focus and how to go about achieving it.

for SMEs, and by taking steps to make 
lenders feel more secure. We also need 
new financial instruments that are 
designed and conceived with public 
funding but attract private capital 
through risk sharing.

Go local: grassroots economics
Another facet of the Hübner approach 
is multilevel governance. Getting 
local and regional levels on board is 
fundamental, according to Hübner. 
Universities can look for partners 
among SMEs in their neighbourhood 
and banks can get involved with coop-
eratives or SMEs that are just around 
the corner. In this way, confidence can 
be generated and nurtured among part-
ners that know each other. “The real 
drivers of change – businesses and uni-
versities working in partnership with 
local and regional authorities and civil 
society – all of them should play a key 
role in the new delivery mechanism,” 
says Hübner.

Hübner is a champion of European 
cohesion policy, and believes that it 
could serve as a model for the future 
g overnance system. According to 
Hübner, combining an integrated 
approach to growth with territorial 
specificity brings the best results in 
terms of growth, sustainable jobs, 
creativity and innovation. 
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