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Graph II.8: Recovery capacity in case of 

common shock 

 

(1) (1) Estimates based on variant V5 of Table B in Box II.3, 

and evaluated for the period 2008-2014. 

(2) The scale on the Y-axis measures total recovery speed. 

Source: Authors' estimates.  

The chart suggests that Luxembourg experienced 
the strongest impact when hit by a common shock. 
In the case of Luxembourg, this reflects to a large 
extent its strong openness to international trade 
and the fact that a common shock not only 
adversely affects its domestic market but also its 
export markets. Ireland also recorded a weak 
absorption capacity for a common shock but here 
it was primarily a combination of trade openness 
and relative high level of non-performing loans. 
Austria and Finland showed a strong absorption 
capacity for common shocks reflecting partly their 
weaker trade openness and relative stronger 
exports specialisation. 

Graph II.8 shows Member States' overall capacity 
to recover from a shock. While Luxembourg has 
the weakest capacity to absorb a common shock, it 
has the strongest capacity to recover – this is to a 
large extent due to its strong openness to trade. By 
contrast while Portugal does withstand common 
shocks better than several other Member States it 
requires more time to recover – as its lower 
openness to international trade limits the impact of 
the common shock but makes it more difficult to 
recover. 

II.5. Conclusions and policy implications 

This section investigated the empirical significance 
of a selected set of structural factors that affect the 
euro area economies' capacity to absorb and 
recover from a common shock. Its value added is 
that it is a first attempt to assess at a more 

disaggregated level the impact of individual factors 
on resilience.  

Nevertheless, some results suggest that further 
empirical research is needed. For instance, the 
reduced form macro-econometric approach is less 
suited to capture the rich dynamics between active 
labour market policies that support the most 
vulnerable workers and the economy's capacity to 
withstand shocks. Nor is it well suited to capture 
the impact of labour market dualism on resilience. 

If Member States of the euro area display similar 
performances in terms of the absorption and 
recovery from common shocks then common 
policy tools such as the common monetary policy 
become more effective. Such convergence would 
not only provide stronger stability in terms of 
income and employment, but it would also 
strengthen the long term growth potential as it 
limits hysteresis effects linked to, for instance, long 
unemployment spells and the underutilisation and 
underinvestment of capital. 

The empirical analysis highlighted that there are 
notable differences among the euro area Member 
States (for which sufficient data are available) in 
terms of both absorption and recovery capacity.  It 
also showed that performances in terms of these 
two capacities are not necessarily fully in sync with 
each other.  For example, the panel regression 
results suggest that in case of a common shock 
strong openness to international trade weakens the 
absorption capacity as export markets are also 
adversely affected by the common shock; but it 
may induce a faster recovery due to the same 
strong openness to international trade. 

Such findings suggest then that the economies 
more open to international trade should pursue 
more vigorously policies and reforms that 
strengthen the economy's absorption capacity, 
including through prudent fiscal policies and better 
functioning automatic fiscal stabilisers as well as 
through a well-functioning Banking Union and 
Capital Markets Union which increase risk-sharing.  

While Member States may be hit by common 
shocks that are beyond their control, it is primarily 
within Member States that reforms to foster 
convergence to resilient economic structures 
should start.   

At national level, a well-functioning business 
environment has a key role to play to promote 
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economic resilience. More specifically, creating 
environments that foster entrepreneurship 
increases the ability to adapt and recover from 
exogenous shocks. The administrative burdens on 
startups are particularly detrimental to the recovery, 
which calls for streamlining administrative 
procedures for start-ups in countries that are still 
performing badly on this. Price controls both 
amplify shocks and slow down the recovery. Even 
so, increases in the share of non-performing loans 
in total gross loans and a weakening of competition 
in the banking sector affect negatively an 
economy's absorption as well as recovery capacity. 
But as the euro area economies are interconnected, 
there are some spillover effects that justify 
complementarities between the EU and national 
policies to increase economic resilience. 

Some EU policy priorities have a direct impact on 
significant drivers of shock-absorption and 
recovery. The policy levers are no longer only 
purely national. Namely, the measures aimed at 
improving the functioning of the Single Market in 
areas such as the regulation of network industries 
shall also positively affect the recovery capacity. 
Another dimension of the Single Market, which 
particularly affects the amplification of shocks, is 
the financial system. The EU non-performing loans 
reduction package (March 2018) and diverse 
proposals of the Capital Market Union represent 
initiatives that strengthen resilience of the EU 
financial systems, and consequently have a positive 
impact on macroeconomic resilience of the EU, 
the euro area and individual Member States. 
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Box II.3: Econometric results.

Staring from the specification discussed in Box II.1, the reference regression (labelled V1 in Table A) is 
specified in terms of aggregate factors including the indicator measuring total product market regulation, 
employment protection legislation and labour market policies, non-performing loans and competition in the 
banking sector, openness to international trade, export diversification and diversification of production.  

Several variants of this reference regression have been estimated. First, the interaction between factors and 
the nature of the shock is further explored (Tale A), next the aggregate indicators are further disaggregated 
(Table B and C).  This stepwise approach is dictated by concerns of multicollinearity and lack of degrees of 
freedom when too many explanatory variables would be included in an equation. As such, due regard should 
be given to possible omitted variables biases interpreting the estimation results of each of the variants.  

I. Panel regression results  

Table A below shows a selected set of estimation results for an unbalanced sample covering the 1998-2015 
period for euro area Member States for which sufficient data are available as well as a selected group of non-
euro EU Member States. (1)   

Table A:  Panel regression – Interaction variants 

 

                                                           
(1) I.e. BE, DE, IE, ES, FR, IT, LU, NL, AT, PT, FI, CZ, DK, HU, PL, SE and UK. For the other euro area Member States the data 

on product market regulation did not cover a sufficient long period; some EL data on labour market policies not available.  

Dependent variable : Output gap

V1 V2 V3 V4 V1 V2 V3 V4

Base Shock 

asymmetry

Recovery 

asymmetry

Factors 

sample 

average

Base Shock 

asymmetry

Recovery 

asymmetry

Factors 

sample 

average

Factors

Shock (absorption) lagged output gap (recovery)  0.01  0.05  0.02  0.05 ***  0.63 ***  0.74 ***  1.17 ***  1.12 ***

( 0.36) ( 1.58) ( 0.76) ( 2.91) ( 4.04) ( 3.89) ( 4.80) ( 7.09)

I. Product markets

- Product Market Regulation (PMR)  0.11 **  0.24 ***  0.11 **  0.07  0.04  0.05 -0.14 *  0.05

( 2.30) ( 2.63) ( 2.04) ( 0.99) ( 0.68) ( 0.75) (-1.75) ( 0.71)

II. Labour markets

- Employment policies  0.00 -0.00 *  0.00 ***  0.00 *** -0.00 *** -0.00 ** -0.00 *** -0.00 ***

( 1.62) (-1.73) ( 2.63) ( 2.70) (-4.51) (-2.26) (-4.78) (-6.77)

- Employment protection legislation (EPL)  0.05 **  0.04  0.06 **  0.03 -0.03 -0.05 -0.04 -0.11 ***

( 2.02) ( 0.87) ( 2.13) ( 0.81) (-1.04) (-1.62) (-0.84) (-3.21)

III. Financial markets

- Non-performing loans  0.01 ***  0.01  0.01  0.02 ***  0.01 **  0.00  0.01 ** -0.01

( 3.31) ( 1.35) ( 1.56) ( 3.38) ( 2.57) ( 0.92) ( 2.07) (-1.06)

- Bank competition  (Lerner)  0.56 ***  0.32  0.60 ***  0.90 ***  0.34 ***  0.30 ** -0.13 -0.23

  (high value for low competition) ( 4.32) ( 1.56) ( 4.37) ( 3.26) ( 3.04) ( 2.26) (-0.66) (-0.98)

IV. Structural Factors 

A  Trade openness  0.24 ***  0.49 ***  0.25 ***  0.22 *** -0.19 *** -0.21 ***  0.04 -0.35 ***

( 13.31) ( 5.04) ( 10.04) ( 6.20) (-6.93) (-6.34) ( 0.41) (-8.81)

B. Export diversification -3.21 *** -3.14 *** -3.44 *** -3.47 ***  2.19 ***  2.44 ***  1.56 *  4.85 ***

   (Hirschman Herfindahl Index, 0 to 1, with 1  least diversified) (-7.48) (-3.93) (-7.38) (-4.98) ( 4.38) ( 3.70) ( 1.81) ( 6.87)

C. Employment diversification  0.89 -3.33  0.68  0.90  0.22 -0.38 -3.18 * -2.43 **

( 1.01) (-1.34) ( 0.75) ( 0.81) ( 0.20) (-0.29) (-1.72) (-2.34)

Correction for negative shock (use of slope dummy)

Shock (absorption) lagged output gap (recovery) -0.04 -1.00 ***

(-0.66) (-2.78)

- Product Market Regulation (PMR) -0.24 **  0.45 ***

(-2.10) ( 3.80)

- Employment policies  0.00 ***  0.00 **

( 2.83) ( 2.06)

- Employment protection legislation (EPL)  0.06  0.01

( 1.07) ( 0.16)

- Non-performing loans  0.00 -0.01

( 0.30) (-1.01)

- Bank competition  (Lerner)  0.56  0.66 **

  (high value for low competition) ( 1.65) ( 2.53)

- Trade openness -0.27 *** -0.19 *

(-2.63) (-1.88)

- Export diversification -1.00 -0.11

   (Hirschman Herfindahl Index, 0 to 1, with 1  least diversified) (-0.89) (-0.09)

- Employment diversification  4.81 *  4.76 *

( 1.75) ( 1.73)

V. Macro-economic conditions 

A. Short-term interest rate -0.31 *** -0.36 *** -0.38 *** -0.35 ***

(-6.47) (-6.47) (-7.11) (-9.24)

B. Nominal effective exchange rate  0.16 -0.11  0.64 -1.46

( 0.17) (-0.10) ( 0.63) (-1.54)

Diagnostic statistics

Number of observations  232  232  232  232

Number of explanatory variables  20  29  29  20

Adjusted R-squared  0.848859  0.853605  0.856770  0.855470

Durbin-Watson  1.63  1.72  1.69  1.75

Note: slope dummy = 1 if negative shock, =0 if positive shock. Mutiplying the slope dummy with the explanatory variable provides an asymmetric response .

Shock asymmetry: only asymmetric resposne for  absorption; recovery assymmetry: only asymmetric resposne for recovery.  

ABSORPTION (interaction with shock) RECOVERY (interaction with lagged output gap)
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Focussing on variant V1 of Table A, as explained in the main text, most of the point estimates have the 
expected sign.  While this variant assumes a symmetric impact of the factors for a negative as well as positive 
common shock, variant V2 in Table A allows for an asymmetric impact – making use of slope dummies. (2) 
Comparing these regression results, suggests, for instance, that stricter product market regulation and 
stronger openness to international trade improves the absorption capacity when the economy is hit by a 
negative common shock. (3) Variant V3 shows regression results assuming asymmetry in the recovery which 
suggests, for instance, that stricter product market regulation delays the recovery.  (4)  Variant V4 shows 
point estimates for time-invariant interactions whereby the reference regression (V1) is re-estimated setting 
the structural factors equal to their sample average. Except for the diversification of the employment 
composition the qualitative nature of the estimates does not change.   

Table B provides some evidence on further disaggregation of the aggregates in variant V1 of Table A. A 
further disaggregation of the product market regulation indicator shows that some of its components show 
some significance (see Variant V5 in Table B). This is especially the case for state control (which includes 
price regulation and regulation of network industries) which shows a positive point estimate for its 
interaction with the lagged output gap indicating that stronger state control slows down the recovery. 
Nevertheless, the indicator related to barriers to trade which includes barriers to FDI and different treatment 
of foreign suppliers, shows a significant negative sign suggesting that stricter regulation in this field would 
speed up recovery.  

At an even stronger level of disaggregation, Variant V6 in Table 1 shows that looking at the detail of barriers 
to entrepreneurship the complexity of regulatory procedures has a significant negative impact of absorption 
capacity, while the administrative burdens on start-ups significantly slows down the recovery. Nevertheless, a 
high administrative burden also tempers the absorption capacity. The latter may indicate that as it takes 
more time to get non-profitable firms out of business, this may temporarily support employment and thus 
also aggregate demand. A further disaggregation of the barriers to trade and investment (variant V7), 
confirm also that a differential treatment of foreign suppliers strengthen the shock absorption potential. 
Finally, further disaggregating of the state control dimension (variant V8) suggests significant adverse impact 
of price control on absorption and recovery capacity, while stricter regulation of network industries shows a 
negative adverse impact on the absorption capacity.  

The impact of non-performing loans and lack of competition in the banking sector (5) is significant for both 
the absorption and recovery capacity: a deterioration in these variables significantly amplifies the impact of 
the shock and significantly delays recovery.  (6)   

Employment protection legislation (EPL) has a significant impact on the absorption capacity in most 
variants, but does not show any significant interaction with the recovery capacity. Moreover, while variants 6 
to 8 suggest that labour market polices as a whole have a significant impact on the absorption and recovery 
capacity, Variant V9 suggests that a further disaggregation of labour market policies does not show 
significance except for public employment services that speed up the recovery. (7)  

The positive sign of the point estimate of the openness to international trade interacting with the common 
shock suggests that stronger openness amplifies the impact of the common shock, as a common shock not 
only adversely affects the domestic market but also export markets.   The negative sign of the point estimate 
of the interaction between openness to international trade and the lagged output gap shows that a stronger 
openness to international trade speeds up recovery, as it allows the economy to gain more from a recovery 
in its export markets. (8) The negative value of the point estimate of the interaction between the diversity of 
                                                           
(2) The slope dummy = 1 if negative shock and =0 if positive shock.  
(3) In order to save on the degrees of freedom, two variants with a slope dummy were estimated separately, i.e. V2 with slope dummy 

interacting with factors affecting the absorption, and V3 with slope dummy interacting with factors affecting the recovery.  
(4) A similar asymmetric result for PMR is for instance also reported in Duval and Vogel (2007), op cit. 
(5) As measured by the Lerner indicator which is equal to he difference between output prices and marginal costs (relative to prices). 
(6) Here it should be remembered that there may be reverse causality, in the sense that a deep downturn may generate an increase in 

non-performing loans, while in turn this increase may adversely affect the recovery. Reverse causality may also arise for the 
measure of bank competition as a deep downturn in combination with a financial crisis may affect bank competition. Such 
potential reverse causality has been addressed using instrumental variables. 

(7) Such result may be due to multi-collinearity between the factors. 
(8) Estimating how trade openness would affect the absorption of a country-specific shock would be beyond the scope of this section. 
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exports and the common shock suggests that less diversification lowers the impact of a common shock. 
However, a more diversified export market increases the recovery speed.  

Table B: Panel regression – Disaggregation variants 

Finally, the point estimates suggest that nominal interest rates tempered the size of output gap significantly, 
but no significant impact of changes in the real effective exchange rate was found. (9)   

II. BMA results  

Table 2 below shows results of the variable selection by means of the Bayesian model averaging (BMA) as 
described in Box II.1. As the BMA routine (10) requires balanced sample, the sample in Table 1 was balanced 
using linear interpolation.    

 
                                                           
(9) Additional estimates not shown in Table B suggest that increases in income inequality significantly weakens both absorption and 

recovery capacity. Good governance strengthens the economy's recovery capacity significantly, but it weakens the absorption 
capacity - the latter suggesting that with an ineffective administration zombie firms remain longer in business which lowers the 
impact of the shock, but slows down the recovery. 

(10) The estimation was performed by BMS package described in Zeugner, S. and M. Feldkircher (2015), 'Bayesian Model Averaging 
Employing Fixed and Flexible Priors: The BMS Package for R', Journal of Statistical Software, Vol. 68, No. 4, pp. 1-37. 

Dependent variable: output gap

V5 V6 V7 V8 V9 V5 V6 V7 V8 V9

 PMR 

disaggregated 

Entrepreneurs

hip barriers 

disaggregated

Trade and 

investment 

barriers 

disaggregated

State control 

barriers 

disaggregated

Labour market  

policies 

disaggregated

 PMR 

disaggregated 

Entrepreneurs

hip barriers 

disaggregated

Trade and 

investment 

barriers 

disaggregated

State control 

barriers 

disaggregated

Labour market  

policies 

disaggregated

Shock (absorption)  lagged output gap (recovery) -0.02 -0.03 -0.02 -0.03  0.02  0.42 **  0.25  0.47 **  0.37 **  0.68 ***

(-1.01) (-1.35) (-0.67) (-1.28) ( 0.85) ( 2.14) ( 1.26) ( 2.26) ( 1.98) ( 4.20)

I. PRODUCT MARKETS

Prodcut Market Regulation (PMR) - aggregate  0.11 **  0.03

  (Index scale of 0-6 from least to most restrictive) ( 2.04) ( 0.57)

A. Barriers to entrepreneurship (aggregate)  0.07  0.03  0.03  0.07  0.07  0.06

( 1.45) ( 0.55) ( 0.55) ( 1.40) ( 1.24) ( 1.29)

-  Administrative burdens on startups -0.11 ***  0.23 ***

(-2.93) ( 6.81)

-  Complexity of regulatory procedures  0.09 *** -0.01

( 4.55) (-0.57)

-  Regulatory protection of incumbents -0.11 * -0.04

(-1.70) (-0.63)

 B. Barriers to trade and investment (aggregate) -0.07 -0.11 ** -0.08 -0.53 *** -0.40 *** -0.46 ***

  (Index scale of 0-6 from least to most restrictive) (-1.43) (-2.10) (-1.37) (-7.20) (-5.37) (-6.10)

- Differential treatment of foreign suppliers -0.46 *** -0.25 *

(-3.86) (-1.79)

-barriers to FDI and other barriers  0.06 -0.24 ***

( 1.50) (-5.49)

C. State control (aggregate)  0.08 *  0.20 ***  0.16 ***  0.12 ** -0.01  0.10 *

  (Index scale of 0-6 from least to most restrictive) ( 1.70) ( 3.12) ( 3.12) ( 2.36) (-0.24) ( 1.79)

- price control  0.04 *  0.08 ***

( 1.91) ( 3.19)

- network industries  0.05 ***  0.02

( 2.86) ( 0.71)

II. LABOUR MARKETS

 A. Employment policies - aggregate  0.00 ***  0.00 ***  0.00 ***  0.00 *** -0.00 *** -0.00 *** -0.00 ** -0.00 **

( 2.89) ( 4.70) ( 3.20) ( 3.20) (-3.03) (-4.78) (-2.23) (-1.97)

-  public employment services (PES)  0.00 -0.00 ***

( 1.10) (-3.45)

-  employee training  0.00  0.00

( 0.56) ( 1.34)

-  start-up incentives for unemployed -0.00  0.01 **

(-0.06) ( 2.00)

-  out-of-work support -0.00 -0.00

(-0.16)

B. Employment protection legislation (EPL)  0.03  0.06 * -0.05  0.06 **  0.05 * -0.02 -0.02 -0.02  0.01 -0.03

( 1.06) ( 1.74) (-1.17) ( 2.22) ( 1.95) (-0.54) (-0.58) (-0.64) ( 0.41) (-1.29)

III. FINANCIAL MARKETS

 A. Non-performing loans  0.01 **  0.01 ***  0.01  0.01 **  0.01 ***  0.01 *  0.01 **  0.01 **  0.01 *  0.00

( 2.44) ( 3.31) ( 1.17) ( 2.33) ( 3.10) ( 1.94) ( 2.08) ( 2.34) ( 1.93) ( 1.43)

B.  bank competition  (Lerner)  0.64 ***  0.20  0.49 ***  0.73 ***  0.55 ***  0.34 ***  0.10  0.28 **  0.41 ***  0.35 ***

  (high value for low competition) ( 4.90) ( 1.35) ( 3.71) ( 5.26) ( 3.61) ( 2.69) ( 0.82) ( 2.22) ( 2.86) ( 2.89)

IV. STRUCTURAL FACTORS

 A. Trade openness  0.23 ***  0.19 ***  0.19 ***  0.24 ***  0.24 *** -0.21 *** -0.17 *** -0.22 *** -0.18 *** -0.20 ***

( 8.64) ( 6.31) ( 6.36) ( 9.70) ( 13.55) (-6.32) (-4.98) (-5.72) (-5.37) (-7.41)

 B. Export diversification -2.80 *** -1.47 *** -1.46 ** -3.41 *** -3.28 ***  2.96 ***  2.00 ***  3.24 ***  1.99 ***  2.55 ***

   (Hirschman Herfindahl Index, 0 to 1, with 1  least diversified)(-5.35) (-2.81) (-2.21) (-6.46) (-7.00) ( 5.35) ( 3.31) ( 4.84) ( 3.01) ( 4.72)

 C. Employment diversification -0.12  0.12  1.17  0.51  0.55  0.73  3.48 **  0.81  2.03 -0.14

V. MACRO-ECONOMIC CONDITIONS

A. Nominal interest rate -0.38 *** -0.35 *** -0.36 *** -0.40 *** -0.37 ***

(-8.59) (-8.99) (-8.22) (-7.85) (-6.79)

B. Real effective exchange rate -0.31 -0.78  0.15  0.17 -0.10

(-0.32) (-0.87) ( 0.14) ( 0.17) (-0.10)

Adjusted R-squared  0.857984  0.869837  0.860613  0.861976  0.852311

Durbin-Watson  1.66  1.76  1.67  1.64  1.66

Number of observations  232  232  232  232  232

Number of explanatory variables  24  28  26  26  26

ABSORPTION (interaction with shock) RECOVERY (interaction with lagged output gap)
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The BMA allows for variable ranking by means of their posterior inclusion probability (PIP). PIP captures 
the extent to which one can assess how robustly a potential explanatory variable is associated with the 
dependent variable (output gap). Variables with a high PIP can be considered robust determinants of the 
dependent variable. Hence, BMA is employed to detect the robust determinants of resilience from the list of 
40 potential ones. The variables are all those included in the panel regression in Table B plus several 
additional, typically more disaggregated, variables. In order to include the largest possible set of variables, the 
BMA selection is performed separately for absorption and for recovery phase. Out of these 40 variables for 
each phase, Table C shows only those where PIP was higher than 0.1 and considered as robust those with 
PIP higher than 0.2 (these are discussed below). The post mean (SD) is the mean (standard deviation) of the 
estimated coefficients averaged over all models (this includes models where the variables was not included, 
the coefficient is zero in this case). 

 The results feature several variables that were included in Table B but also a few additional ones (majority 
of the variables has the expected sign). The negative coefficient of the short-term interest rate suggests that 
accommodative monetary policy have decisive role when economy is hit by the shock and it needed to speed 
up the recovery. Employment diversification has at first sight counter-intuitive positive sign (i.e. the higher 
diversification, the higher impact of shock and the slower recovery). Whereas employment diversification 
could strengthen resilience in general, at the same time it limits country's opportunities to specialize in those 
activities where it has a comparative advantage. This second effect seems to clearly dominate here. The trade 
openness has different impact in each phase. Whereas it slows down the shock absorption, it speeds up the 
recovery. This suggests that in case of common shock, the more open economies are more affected as their 
trading partners are affected as well. However, in the mid-term more open economy can rely on export as 
additional sources of recovery. 

The absorption phase is further facilitated by specific features of exports, namely by high export market 
penetration (11) and specialization of exports. On the contrary, it is hindered by high levels of public debt, which 
prevents more active used of fiscal policy. The recovery in turn facilitated by several variables representing 
state involvement in the economy. Namely, while quality of regulation speeds up the recovery, the state control of 
economy slows it down. Interestingly, the public ownership (which is a subcomponent of the state control 
variable) speeds-up the recovery. Finally, a notable difference with the panel regression is that the BMA 
ranks high out-of-work support and training during absorption.  

Table C: Bayesian model averaging 

 

  
                                                           
(11) Export Market Penetration measures the share of the actual number of export relationships (at the country product level) in the 

maximum possible number of export relationships a country can form given the number of its exports. A low value indicates 
potential for expansion. 

Absorption PIP POSTmean PostSD Recovery PIP POSTmean PostSD

ST interest rate 0.94 -0.04 0.01 Regulatory Quality 0.34 -0.10 0.14

Export market penetration 0.75 -0.01 0.01 ST interest rate 0.24 -0.01 0.01

Specialisation of exports 0.70 -2.97 2.23 Employment diversification 0.23 0.05 0.80

Employment diversification 0.56 0.94 0.94 Public ownership 0.21 -0.04 0.08

Trade openness 0.21 0.04 0.09 State control 0.21 0.07 0.14

Public debt 0.20 0.00 0.00 Product market regulation (PMR) 0.19 0.08 0.19

Out-of-work support 0.12 -0.01 0.04 Start-up incentives for unemployed 0.19 0.25 0.55

Employee training 0.12 -0.05 0.16 Trade openness 0.18 -0.02 0.05

Gini - disposable income 0.10 0.00 0.01 Governance 0.13 -0.03 0.08

Bank competition 0.12 0.07 0.22

% change REER 0.11 0.06 0.21

Corruption 0.10 -0.01 0.05

Note: PIP is post-inclusion probability indicating that the variable belongs to the true model. 

Post-mean (SD) is the average estimated coefficient (standard deviation) across the models.

Lagged output gap and shock showed high PIP, both should be understood as technical variables  covering variables not included in analysis. 
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EUROPEAN ECONOMY INSTITUTIONAL SERIES 
 
 
European Economy Institutional series can be accessed and downloaded free of charge from the following 
address:  
https://ec.europa.eu/info/publications/economic-and-financial-affairs-
publications_en?field_eurovoc_taxonomy_target_id_selective=All&field_core_nal_countries_tid_selective=All
&field_core_date_published_value[value][year]=All&field_core_tags_tid_i18n=22621. 
  
 
Titles published before July 2015 can be accessed and downloaded free of charge from: 
• http://ec.europa.eu/economy_finance/publications/european_economy/index_en.htm  

(the main reports, e.g. Economic Forecasts) 
• http://ec.europa.eu/economy_finance/publications/occasional_paper/index_en.htm  

(the Occasional Papers) 
• http://ec.europa.eu/economy_finance/publications/qr_euro_area/index_en.htm 

(the Quarterly Reports on the Euro Area) 
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GETTING IN TOUCH WITH THE EU 
 
In person 
All over the European Union there are hundreds of Europe Direct Information Centres. You can find the 
address of the centre nearest you at: http://europa.eu/contact.  
 
On the phone or by e-mail 
Europe Direct is a service that answers your questions about the European Union. You can contact this 
service:  

• by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls), 

• at the following standard number: +32 22999696 or 
• by electronic mail via: http://europa.eu/contact.  

 
 
FINDING INFORMATION ABOUT THE EU 
 
Online 
Information about the European Union in all the official languages of the EU is available on the Europa 
website at: http://europa.eu. 
   
EU Publications 
You can download or order free and priced EU publications from EU Bookshop at: 
http://publications.europa.eu/bookshop.  Multiple copies of free publications may be obtained by contacting 
Europe Direct or your local information centre (see http://europa.eu/contact).  
 
EU law and related documents 
For access to legal information from the EU, including all EU law since 1951 in all the official language 
versions, go to EUR-Lex at: http://eur-lex.europa.eu.  
 
Open data from the EU 
The EU Open Data Portal (http://data.europa.eu/euodp/en/data) provides access to datasets from the EU. 
Data can be downloaded and reused for free, both for commercial and non-commercial purposes. 
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