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Regional convergence …..

• Prior to the crisis (2005-2008) regional convergence could be observed –

meaning that regions with the lowest GDP per cap were growing the most



• This picture has changed after the crisis

• From 2008-2012 we do not se the same relationship – meaning that there is not a 

strong link between initial GDP per cap in 2008 and annual growth in 2008-2012  

… has turned into regional divergence ….



• Countries that have been hit hardest by the crisis are also the countries that have 

experiences the highest increase in poverty (relative to 2008 income).

Poverty



• For countries that 

experience the largest 

increase in severe 

material deprivation, 

there is a tendency  that 

the rate among children 

are even higher.

• Concerning since lack of 

opportunities in childhood 

can have long term 

consequences

Severe material deprivation



IMF: 

– If the income share of the top 20 pct. rises by 1 percentage point, GDP 

growth is actually 0.08 percentage points lower in the following 5 years 

– if the income share of the button 20 percent rises by 1 percentage point it 

is associated by an increase in GDP growth of 0.38 percentage points

OECD:

– Growing inequality is harmful for long-term economic growth. 

– Total growth in OECD countries from 1990-2010: 28 %

– Gini coefficient increased by two points from 1990-2010

– If inequality had remained unchanged in the period , Total growth in 

OECD could have been 33 % (increase of 5 pct.points)

Inequality has negative impact on economic growth



Correlation betw. income spread and productivity spread



Skill-biased technological change

Not in front firm

• Technological developments have benefited the highly specialized labor

A significant increase in income, 

• Low-skilled workers have not had the benefit of technological development 

Pressure on incomes and working conditions

Is maintained in low-productivity jobs and industries no opportunity for advancement

Goes both ways: 

• Higher income inequality       Fewer among the poorest obtain required education 

increase inequality further         Reduce productivity growth



Policies to promote growth, productivity and equality



Education
Equal competencies           more equal pay            less income inequality 



Education

• Chances of obtaining a higher education is falling when GINI is increasing 

for children with lower educated parents.



• 7 European countries with limited room to manoeuvre 

• Increase public investment  with ¼ pct./GDP in “year 1” and additional ¼ pct/GDP 

in “year 2”, keeping that level in “year 3”

Example of job creation from public investments

Year 1                            Year 2                             Year 3

Result: 

- Increased GDP 

level of 1 pct. in 

the EU in “year 3”

- Nearly 2 mil. Jobs 

created in the EU in 

3 years 

- No increase in 

inequality



• A low protection of employees on a permanent contract 

based on a mixture of collective agreements and legal 

provisions 

• A high level of numerical flexibility indicated by a low average 

tenure

• A rather generous unemployment benefit system

– Duration of benefits: 2 years (+) [reforms in 2013 and 2016]

– 85 percent of employees covered by unemployment benefits 

(including cash benefits)

– Compensation rate high (Gross rate is 90 percent for low incomes; 

average net rate for all is 76 percent)

The Danish case: Flexicurity (security and flexibility)
.

The Danish labour market



• Large spending on active labour market policy (1.5 percent of 

GDP; EU-28 average is 0.5 percent)

• High participation in VET for adults (31 percent during the last 

four weeks as measured by the LFS; EU-28 average is 11 

percent)

• High activity rates for both men and women (81 percent and 

76 percent; EU-28: 78 percent and 66 percent)

The Danish case: Flexicurity (security and flexibility)
.

The main characteristics



Flexible 

labour

market

Unemploy-

ment

benefits
ALMP

Educational 

policy and 

more!

Low EPL

High mobility

Adaption to 

globalization

Income security
Employment security

The social contract
Support from 

welfare state 

institutions

The Danish case: Flexicurity (security and flexibility)



Correlation between inequality and money spend on ALMP



In DK is top of the league in terms of getting 

unemployed back to work



Due to the flexible rules in terms of hiring and firing 

there are many newly employed – even during bad 

times



Summing up …. 

- Austerity has harmed the European economy and has had 

consequences for inequality, poverty, material deprivation ect.

We need policies that increase growth and reduce inequality

- In the short run we need to boost demand by increasing public 

investment.

- In the longer run we need to invest in education 

The Danish case: Flexicurity

- Flexibility (easy to hire and fire)

- A good safety net (unemployment benefits)

- Investments in ALMP, research and education
- The broadest shoulders carry the greatest burden 

(progressive tax system)


