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New Member States (NMS) are in rapid real  w = eosmm——

convergence process

GDP per capita (EU 15 = 100)
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Supported by trade opening, capital inflows, m =S
macro stabilisation and reforms

Stock of inward FDI (% of GDP)
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Supported by trade opening, capital inflows, m = s—

macro stabilisation and reforms

Short-term interest rates
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Productivity is a driving force, B o ee—

employment has picked up more recently

GDP and employment in EU15 and NMS (1995 = 100)
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NMS economies are undergoing major
structural shifts

Market shares in EU-25 imports
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NMS economies are undergoing major
structural shifts

Market shares in EU-25 imports
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NMS economies are undergoing major
structural shifts

Market shares in EU-25 imports
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With important consequences on Sl s

labour market needs

Employment by educational categories
1992-2005
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CHALLENGE N°I: B E—
Policy priorities

1. Improve education, training and qualifications to match the rapid
transformation of the labour market

2. Promote labour market flexibility and increase the participation of
female and older workers (large untapped potential in some NMS)

3. Create the conditions to retain qualified and specialised workers
at home (and facilitate their return)
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Macro stabilisation: current account il e

Imbalances need close monitoring

Current account balances in 2006 (% of GDP)
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Fiscal consolidation is lacking in = E S EURDEE

a strong growth environment

Structural fiscal balance in 2006 (% of potential GDP)
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Mind the demographic
time bomb
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Total population projections (millions)
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Mind the Portuguese B Ee—
experience

GDP per capita, fiscal revenue and public expenditure in Portugal
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CHALLENGE NF°II: B E—
Foster macroeconomic stability

1. Use growth dividends from fast convergence to consolidate public
finances and reduce public debt

2. Reform social systems to prepare for ageing

3. Support the independence and credibility of central banks,
providing a strong nominal anchor

4.  Maintain wage responsiveness to external competitiveness and
labour market conditions
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Institutional catch-up: more competition B Eemm—

and financial liberalisation needed

Distance from “idealised” market economy,
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Institutional catch-up: a more effective bl el

public sector also needed

Government Effectiveness- 2005
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CHALLENGE Nelll: Foster reforms for sl Rl
successful convergence in or out EMU

1. Competition policy, better regulation, more effective government
2.  Financial liberalisation, internal market enforcement

3. Make effective use of Structural Funds to build up infrastructures
and innovation capacity
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Is the current pace of reforms matching
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these challenges? BUSINESSEUROPE’s viewpoint:
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National business evaluations available on: B oEaa—

www.businesseurope.eu/growthandjobs
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The European Reform Barometer

[

This section presents assessments, carried out by national business federations, of reform progress
in European countries to implement the EU Growth and Jobs Strategy. An analysis of the aggregated
assessment results is available in the BUSINESSEUROPE brochure "The European Reform Barometer
Spring 2007" (.pdf/671 kB).
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Mational reform progress is evaluated against five criteria: excellent, satisfactory, neither satisfactory
nor unsatisfactory, unsatisfactory, deteriorating.

For further information on specific countries and policy areas, please click on the respective icons in the
matrix below,
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http://www.businesseurope.eu/growthandjobs
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Conclusions:

1. Mind the pressure of fast catching-up and structural changes on
the labour market

2.  Ensure macroeconomic stability as a pre-condition for sustainable
convergence

3.  Progress with institutional catch-up, enforce EU policies and use
Its instruments effectively
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