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INCOME DISTRIBUTION AND POVERTY AS OBSTACLES TO THE RECOVERY
OF THE CRISIS IN THE EUROPEAN UNION*

José Nabor Cruz Marcelo™

ABSTRACT

This article shows how the income inequality has generated
intense debate not only in economic theory but also in the
social sciences, since it is considered essential improvement
in perceptions of income to generate economic and
social welfare. Thus, through three indicators, the Gini
coefficient, the share of wages in GDP and an index of
income concentration evolution of alternative analyzes
income distribution in the countries of the European Union
(EV) during the period 1995-2012. In addition, economic
scenarios are simulated through an algebraic model that is
based on Monte-Carlo method, the effects of some alternative
strategies for Public Policy that can be held in the European
Union to address the economic downturn and improve social
inequality. It is found that while demand shocks do not apply
in the economy, the economic downturn will continue, and
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the reduced purchasing power of wages in the EU. This constitutes factors influencing social
discontent and protest which consequently will impact on the security and development of the
European economies

Keywords: Crisis, Income Distribution, Social Security, Wages.

DISTRIBUCION DE INGRESOS Y POBREZA COMO OBSTACULOS
A LA RECUPERACION DE LA CRISIS EN LA UNION EUROPEA

RESUMEN

Articulo que informa los resultados de como la desigualdad de los ingresos ha generado un
intenso debate no sélo en la teoria econémica sino en las ciencias sociales en general, puesto
que se considera imprescindible una mejora en las percepciones de ingresos para generar
bienestar econémico y social. Por lo tanto, a través de tres indicadores, el coeficiente de Gini,
la participacion de los salarios en el Producto Interno Bruto y un indice de concentracion del
ingreso alternativo se analiza la evolucion la distribucion del ingreso en los paises de la Unién
Europea (UE) durante el periodo 1995-2012. Ademas, se simulan escenarios econémicos, a
través de un modelo algebraico que se basa en el método de Monte-Carlo, los efectos de
algunas estrategias alternativas de Politicas Publicas que se pueden llevar a cabo en la Unién
Europea para enfrentar la recesion econémica y mejorar la desigualdad social. Se encuentra
que mientras no se apliquen choques de demanda en la economia, la recesion econémica
continuard, asi como la reduccién del poder adquisitivo de los salarios de la UE. Lo cual
constituye factores que influyen en el descontento y protesta social que consecuentemente
impactaran en la seguridad y desarrollo de las economias europeas.

Palabras claves: Crisis, Distribucion del Ingreso, Seguridad Social, Salarios.

DISTRlBU!QAO DE RENDIMENTOS E POBREZA COMO QBSTACULOS
A RECUPERACAO DA CRISE NA UNIAO EUROPEIA

RESUMO

A desigualdade de renda tem gerado intensa debate ndo sé na teoria econdmica, mas nas
ciéncias sociais em geral, uma vez que é considerado essencial para a melhoria da percepcao
de renda para gerar bem-estar econdmico e social. Assim, através de trés indicadores, o
coeficiente de Gini, a participagao dos salarios no PIB e um indice de evolucdo da concentragao
de renda de analises alternativas de distribuicdo de renda nos paises da Unido Europeia (UE)
durante o periodo 1995-2012. Além disso, cendrios econdmicos sdo simulados por meio
de um modelo algébrico que é baseado no método de Monte-Carlo, os efeitos de algumas
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estratégias alternativas de politicas publicas que podem ser realizadas na Unido Europeia para
enfrentar a crise econdmica e melhorar desigualdade social. Verifica-se que, enquanto choques
de demanda nédo se aplicam na economia, a crise econdmica vai continuar, e o poder de
compra reduzido de saldrios na UE que sao fatores que influenciam o descontentamento social
e de protesto que, consequentemente, terdo impacto sobre a seguranca e o desenvolvimento
das economias europeias.

Palavras-chave: Crise, Distribuicao de Renda, Seguranca Social, Salarios.

INTRODUCTION

This document is a research project that analyzes the impact of the increase in inequality in
the European Union after the economic crisis, both in economically and socially. Since 2009,
the vast majority of European economies —principally comprising the so-called Euro Area (EA)—
entered into a process of deep economic recession, which highlights the following facts: sharp
contraction of gross domestic product (CDP) respective, rising unemployment rates, falling
purchasing power and hence labor productivity: therefore expected that economic and other
economic variables recovery may not occur in the short term but maybe in the long run.

Undoubtedly, it has managed a discussion about whether the European Crisis presents a
paradigm shift in economic policies to be followed in countries of this part of the world, both to
overcome the economic crisis and to generate development paths again. For some theorists, the
neoliberal model may have shown serious problems (mainly on issues of financial liberalization)
so it is questionable whether it is a model for other countries.

However, this paper proposes two central hypotheses, first, that Europe has a longstanding
problem, as the paradigm of political economies that has taken place in the last sixty years. that
in recent years, despite the neoliberal model came up from the eighties, persisted remnants of
the welfare state in public policies that countries like Germany, Spain or France conducted in
recent years which, diverting a considerable amount of financial resources to low-productivity
activities that did not cause an increase in both the same as in the salaries of the lower classes
of Europe. Therefore, as a second working hypothesis states that the income distribution
(measured by three indices: Gini Coefficient Wage and Participation Concentration) is an
essential indicator to consider when establishing different types of economic policies and to the
European case, these policies will demand central axis, as when stimulated, may improve both
income distribution and therefore encourage economic growth in the short term.

This document is divided into the following parts, this first introduction, then the presentation
of the theoretical framework economist Michal Kalecki ‘s ideas on the role of demand and
income distribution in obtaining growth rescue of an economy, subsequently a concentration
index that is valid for European economies is proposed.

José Nabor Cruz Marcelo
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Third, review of stylized facts, both the evolution of macroeconomics of the eurozone asa whole,
as specified from a set of European countries (Germany, Ireland, Spain, France and England)
is performed so that they can establish baseline data for these economies macroeconomic
model. Fourth, a macroeconomic model that will allow us to apply demand shocks that may
indicate that as crucial in the short term is published, it will be the income distribution and
poverty, public policies that can carry out to tackle the economic crisis current, first, a review of
the economic adjustment programs, which apparently have only accentuated significantly, the
recession in European countries.

THEORETICAL AND EMPIRICAL BACKGROUND

Analyze the factors that explain a given distribution of income and why it evolves in a certain
way, over time, has been a recurring theme in the development of economic theory. From
the classical view of authors such as David Ricardo and Karl Marx to neoclassical ideas, led by
Alfred Marshall, income distribution has been the subject of analysis.

Michael Kalecki made its analysis on the performance of the economy without using some
theoretical concepts of its own era, such as perfect competition of businesses therefore assumed
as a “normal” functioning of capitalism underutilization of productive resources.

As there is the agglomeration of firms in different shapes and cartel coalition concluded that
the price is not a given market, but a result of costs and agreements. Firms produce with excess
capacity of plant and equipment, therefore, there is no “taking” of prices by firms.

Such conceptions of companies in capitalism led to Kalecki formulation of the concept of
“degree of monopoly”, which examines the influence of the power monopoly of the companies
on the formation of prices and income distribution. In this context that each monopolist sets the
price of companies for your product (or products) by adding an excess of money (premium),
above average unit cash costs. This price should allow cover fixed costs and profit.

Kalecki notes that the share of wages in value added for an industry (w) is equal to:

B w
W+ (k-1DW + M)

(1)

w

The variable k represents the degree of monopoly, total wages W and M the total cost of raw
materials. Therefore, the magnitude of gross profits (plus overhead) equals the volume of total
direct costs (W and M) multiplied by the ratio of the surplus, which is determined by the degree
of monopoly minus one. If in equation (1) is defined as j, the relationship between the total cost
of materials and the total amount of wages j = M / W, we have:
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B w
W4+ k-1 +1)

(2)

w

It can be set for the manufacturing industry generally similar to that obtained for a single industry
formula in equation (2) is replaced by k and j by k" and j’, well, we divide the expression for w':

1
ST DG +D @

w

)

The share of wages in value added (w ‘) will differ from the true participation (w), in an
amount that will be due to changes in the industrial composition of value added. That
is, the relative share of wages in value added is determined, in addition to the industrial
structure of the same, the degree of monopoly and the relationship between commodity
prices and wage costs-production unit. Increasing the degree of monopoly or commodity
prices rise, relative to wages per unit produced the proportion by them in the aggregate
value decreases.

In summary, the involvement of employees in the entire manufacturing industry will be inversely
related to both the degree of monopoly in the various stages of production and marketing
circuit, as the amount of inputs and raw materials produced outside said circuit , and which
therefore constitute the same exogenous factor. Also, of course the participation of employees
in the added value saved directly related to the amount of wages paid.

A THEORETICAL PROPOSAL ON THE DISTRIBUTION OF INCOME

After a review of the ideas of Kalecki on the income distribution, then the theoretical foundations
on which will rest our analysis of income distribution and impacts of different development
strategies and alternative economic policies are established.

Specify a structuralist model for an industrialized economy with a thriving services sector to
simulate policy scenarios and alternative growth strategies. In particular, this model seeks
to examine the effects of these strategies on the distribution of income. Will be based on a
specification where three sectors with different social classes, in which demand will play a
central role in the growth of the economy arise’.

1. However we found various applications Keynesians models for the analysis of income distribution in Europe such as:
Hein, E., & Tarassow, A. (2010), Dosi, et. al. (2012) and Onaran, O., & Galanis, G. (2013)

José Nabor Cruz Marcelo
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By following the approach of Lopez (2005) and Cruz Marcelo (2013), we can formulate an
index of simple concentration, consisting of the per capita income of the group with the highest
income (tenth decile) on the average per capita income of all lower incomes (the poorest 70 %
of the total population). From the foregoing:

c=2"
A (3)

We defined the concentration index like C, which represents the per capita incomes of the rich
capitalists 7, and / is the sum of the incomes of the poor economy.

B kK + aA
sS + fF +ulU +dD

In which:

k = proportion of the industrial capitalists of all rich.

K = per capita income of the industrial capitalists.

a = proportion of wealthy capitalist agricultural sector.

A = income per agricultural or rural capitalists.

s = ratio of the number of working poor in relation to the total poor in the economy.
= per capita income of the working poor.

f = proportion of workers in the service sector relative to total poor economy.
F = per capita income of workers in the services sector itself

d = proportion of rural poor in the total of these within the economy.

D = per capita income of the rural poor

u = proportion of the total unemployed in poor economy.

U = per capita income of the unemployed.

2]

This concentration index allows us to distinguish the main factors that determine the
distribution of income in a semi-industrialized economy. It can be shown that the coefficient
C depends primarily on the relative proportions-and the change in the same-different
categories of income earners within the rich people and the poor.

Now it is convenient to analyze the historical evolution of some economic variables such
as GDP, sectorial and total employment, income, the Cini coefficient and concentration
index (C) is proposed in this section to demonstrate the validity of the latter in the analysis of
income distribution for European economies in the context of the current crisis. It is noted
in Cruz Marcelo (2013) present an extended version of the equations for the calculation of
the algebraic model, this data aggregated European economies we will review below.
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STYLIZED FACTS

The revised data for both the European Union (EUU) clearly exhibit the dynamics of the
two economic models that were applied in the region of 1960-2011. Overall, we find three
phases of growth during the fifty years considered, from 1960 to 1975 rates of growth of
gross domestic product in the region are reported, which, entering a downward trend in
the five years from 1975 to 1980, arrive at a third term, with growth rates virtually stagnant
over the past three decades.
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Figure 1. Average Annual Growth Rate of Gross domestic product the European Union (EUU)
1960-2011 (2000 constant prices).
Source: Based on data from the 2011, WBI.

In analyzing the first sub-period (1960-1975) the strong growth dynamic that originates in this
group of countries from the end of WWII, under the context of Keynesian public policy set forth
in section which is apparent commonly called “welfare state”, since for the two periods from
1960 to 1970, the growth rates of GDP for both groups (Eurozone and European Union) were
greater than 5%, this growth was not report again in the next forty years?

Clearly, such “welfare state” unfolded with the strengthening of an internal market, since in
the first decade considered, the total volume of trade (sum of exports and imports) hardly
accounted for forty percent of the GDP of both regions, however, this changed dramatically
from year period from 1980 to 1985, so that in the last five years, the volume of total trade,
approximates the total GDP of the Eurozone by 80%.

2. To analyze the recent developments in the European economy review Dolls, M., Fuest, C., & Peichl, A. (2011), and
Lancee, B., & Van de Werfhorst, HG (2012)

José Nabor Cruz Marcelo
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Table 1. GDP and Foreign Trade of the European Union, ratios and growth rates 1960-2011.

Y vy Exports 5L Trade Imports P05
ear Growth %GDP Growth %GDP %4GDP Growth
Rate Annual Rate Annual Rate Annual
1960-1965 5.0 19.0 7.0 38.5 19.6 7.6
1966-1970 4.7 19.8 8.7 40.2 20.3 8.9
1971-1975 3.2 22.2 5.7 45.2 23.0 4.5
1976-1980 3.1 24.9 5.7 51.1 26.1 5.9
1981-1985 1.6 27.9 4.3 56.5 28.6 2.4
1986-1990 3.2 26.3 4.5 53.1 26.7 6.5
1991-1995 1.5 27.5 5.4 54.4 26.8 4.1
1996-2000 3.0 32.5 8.5 63.8 31.3 9.3
2001-2005 1.9 35.5 4.3 69.7 34.3 4.3
2006-2011 1.0 39.6 3.6 78.3 38.7 3.1

Source: Based on data from the 2011, WBI.

However, it should be noted that both exports and total imports, reported rates of double-
digit growth for the first fifteen years of the period, this can be explained by the growth
dynamics in which were made to some extent, goods surpluses whose final destination
was selling in the foreign market, in addition to the process in which other branches of the
economy, such as services gradually became relevant since the beginning of the period
considered.

In fact, the share of value added of the three main sectors of the economy (agriculture,
industry and services) reported the same trend worldwide. That is, for example, the
agricultural sector in the first three five-year periods, yet reported participation rates in GDP
greater than 5%, however, since 1975, the trend is totally decreasing. Meanwhile, the value
added of the industrial sector, reported for the same period, 40% of GDP, likewise marks a
downward trend in the subsequent sub-periods..

INCOME DISTRIBUTION AND POVERTY AS OBSTACLES TO THE RECOVERY OF THE CRISIS IN THE EUROPEAN UNION
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Table 2. Government spending, Gross Capital Formation and Internal Credit Union,
ratios and growth rates 1960-2011

. Gross
. Domestic | Government Gross .
Domestic c : Government c capital
A Credit Spending e Capital .
Years Credit% . Expenditure% ., | formation
Banking% | Growth Rate Formation%
GDP of GDP Growth
GDP Annual of GDP
Rate Annual
1960-1965 35.3 55.5 4.0 15.3 -- --
1966-1970 47.7 64.7 3.9 16.3 26.6 --
1971-1975 60.2 71.9 4.4 18.0 25.3 0.0
1976-1980 63.6 77.9 3.1 19.7 23.7 3.3
1981-1985 68.8 87.9 1.7 21.0 21.0 -0.5
1986-1990 76.4 93.0 2.1 20.3 22.0 6.3
1991-1995 84.4 104.5 1.3 20.7 20.2 0.3
1996-2000 91.7 112.2 2.0 19.9 20.5 4.8
2001-2005 107.4 122.8 2.1 20.5 19.9 1.2
2006-2011 134.0 150.0 1.4 21.5 19.9 0.7

Source: Based on data from the 2011, WBI.

Meanwhile, in analyzing the Total Government expenditure both entities (Eurozone and
European Union) atypical behavior is observed, although, when considering the variable as a
percentage of GDP, we can say that government spending has increased, especially in the last
30 years, actually, this is not entirely true, since the annual growth rates, presented a decreasing
trend as these, in the first sub- period, ranging between 4 and 5%, however, as reported in Table
2, the expansion of government spending has actually been limited and no more than 2% in
the past three decades. As a second sub-period is considered a five setting (1975-1980) was
presented as a sharp contraction of CDP, in the context of a central discussion of the paradigm
shift of public policy to be applied in European countries. It sets aside after the crisis of the
mid-seventies, the model of the welfare state, that mainly at England, is established from the
eighties, a model of economic liberalism in recent years consolidated under a techno-economic
paradigm. Which impacts on variables such as government spending and gross capital formation
(negatively) and variables external trade and domestic credit (positively).

The third sub-period represents the last thirty years, with a clear downward trend - cyclical rate
of growth of gross domestic product (see Figure 1), where the model of centralized government
that empire in previous years, is modified strongly. First, both exports and total imports increased
in volume (measured as % of GDP) with a higher rate of annual growth to 5%, which caused the
1980-2011 practically participation doubling in the total product two European areas. However,
when reviewing the export destination, you can check that persists a strong centralization of
its exports, as approximately 80% of these, target markets “Ingres High” ie (USA Japan), and

José Nabor Cruz Marcelo
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not only from the late nineties, exports within the European Union has increased from 3% to
almost 7% in 2011. While the process after the entry of Euro as the single currency integration
helped to increase trade between European countries, their export performance is not a strong
leverage in their own “internal market”. Since the origin of European imports reported the same
profile, ie, a high concentration of High Income countries and an increase in the European
market since 2000.

Furthermore, in examining the behavior of both domestic credit to the private sector, such
as domestic credit provided by the banking sector, the huge flow of capital which went to
European countries during the last fifty years is checked. From 1960 to 1975 represented barely
fifty percent of the GDP, however, since 1980, domestic credit was increased, so that in the late
eighties, and reached 85% of GDP, to continue their growing trend, in 2000, the two types of
loans reviewed, accounted for over 100% of GDP in Europe, however, it is important to check
whether these focused capital to invest in productive activities.

In reviewing the evolution of both gross fixed capital formation and fixed capital, for both
groups of countries, its volume share of GDP fell during the study period. Since 1965 both
variables accounted for a little more than twenty-five percent of GDP, but by 2010, their share
was only an estimated twenty percent. Therefore, we can say that the large amount of domestic
credit that appeared in the last three decades, there went mostly for capital investments in
European countries.

EVOLUTION SELECTED COUNTRIES

GERMANY: From the data reported in the annex, it can be said that the German economy,
reports the best indicators for the past 16 years, this due to the higher average annual growth
from 1995 to 2010 the countries of the Area Euro (1.8 %) with some stability in most variables
checked. However, when examining the Gini coefficient, we find that practically income
distribution is virtually the same in 1995 (29) and 2010 (29.3), this means that even though in
this period growth rates were reported (the per capita GDP increased by just over five thousand
euros per German citizen) actually, improvements in times of growth were not strong enough, so
that in times of crisis negatively income is not redistributed. And this, is exactly what happened,
since the seven income deciles did not change too much, of 1995 (0.659) to 2010 (0.652) and
not respond to the movements of total CDP and per capita (see Table 6 in Annex 1).

However, a possible explanation for the lower income perceptions remain constant, can be
found in the employment structure of the Germans, first, there is a persistent unemployment
since 2000 has fluctuated average annual rate 8.8 % (although in 2010 the rate fell to 5.9 %)
which virtually reduced the possibilities of improving the overall income of the poor to move
from the ranks of the unemployed formal work. In fact, the Germans who were self- employed,
increased slightly from the nineties (7% on average) to almost 9% in 2010.

INCOME DISTRIBUTION AND POVERTY AS OBSTACLES TO THE RECOVERY OF THE CRISIS IN THE EUROPEAN UNION
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At the same time, the trend in sectorial employment confirms European trends of the last
twenty years, ie, diminished both agricultural peasants and industrial workers and only
employment in the service sector, increased over the review period, of Indeed in 1995 the
Germans who worked in services accounted for 64 % of the total, by 2010, 73.8% of all
employees were concentrated in that sector. This is paradoxical, because while, exports
growth rates almost double digit and increasing its volume (measured as percentage share
of GDP) the reality is that no German exports were based on industrial and manufacturing
sector, since both value added and employment in both variables were reduced gradually
over the last ten years. In addition, gross capital formation, confirms this process to reduce
the volume of the industrial sector, which represent almost 22 % of GDP in 1995, moved to
only 17 % in late 2010°.

The role of the German government could be instrumental in economic recovery policies,
however, shows that tax revenue, remained almost constant from 1995 to 2010, inclusive,
Government Spending, showed a slight downward trend until 2007, since it heavily hit (almost
three percentage points) from 2008 to 2011, however, should be analyzed more thoroughly
how effective has resulted in increased demand for government. Because on the one hand,
social spending increased only in 2010 for the remainder of the period also presented a slightly
decreasing trend. Finally, the public debt (measured as a percentage of GDP) grew from 2001
is again relevant, since similarly, the increase in demand that could have been presented (10%
of gross domestic product in the last ten years) not seem that much fundamentally improved
income distribution, such as the use of the working poor and middle class in Germany.

FRANCE: Probably the third largest economy to the set of European countries analyzed,
France. Immediately, based on the data presented in Table 7 of Annex 1, we can say that the
Gini coefficient has certain inconsistencies in recent years. As from 2007, the index increased
significantly, indicating that there is a negative income redistribution in the French economy,
however this is not true. If we examine in detail the income of both first four deciles as the sum
of deciles 1 to 7, it is found that instead of down, the income of the French considered poor,
remained constant from 2005 to 2010.

This can be explained in several ways, first, the unemployment rate although its reductionist
trend changed in 2007, the reported rate in 2011 is similar to the parameters of the mid-nineties
(as presented in the most European countries), which is put into practice policies to cushion the
destruction of formal employment, secondly, the French government social spending, increased
significantly from 2007 to 2010, this is in line with increases in almost three points percentage of
total government spending in the last five years. Importantly, it also lightened the tax burden, as
the collection rate and consequently decreased tax revenues in 2009 and 2010. And the French

3. The German case is analyzed in depth in Peichl, A., Pestel, N., & Schneider, H. (2012)
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debt (at par with the British case) from 1995 to 2005, reported a steady decline, but from 2005
and especially 2007, the debt ratio measured as a percentage of GDP increased significantly. In
general, the various ways that the French government implemented were near demand shocks
(perhaps Keynesian and Kaleckian spirit) which first protected the incomes of the poorest French
and avoid a collapse in formal employment as presented in the rest of Europe.

Remarkably, in terms of formal sector work, European trends are true, however, employment
in the industrial sector fell slightly, which prevents the work in the services sector to grow as
strongly as in the rest of the countries analyzed. This is the result that France is one of the few
economies (if not the only ) where the gross capital formation keeps increasing over the last 15
years trend, which explains that in relative terms, the decline in employment industry was not
as pronounced. At the same time, the dynamics of foreign trade also present but very moderate
increasing trend, which explains that the French economic model is not restricted in a high
percentage, the movements of the external sector.

ENGLAND: Although it is not integrated into the so-called Eurozone, it remains as a leading
country in that region, in the 2007-08 biennium presented negative growth rates, annual
average 1995 to 2011 was 2.5%, the highest value among the set of countries reviewed in this
paper. However, it is beginning to confirm the trend already discussed in the German case,
ie, despite the CDP per capita almost eight thousand euros increased per capita, the Gini
coefficient reported in 1995 (32) 2010 (33) makes a negative income distribution. Paradoxically,
the income of the first seven deciles remained almost at the same levels during the fifteen years
analyzed. So we have a scenario of growth of total output of the economy, lower unemployment
but does not translate into an improvement between the perceptions of the poorest deciles of
the country (see Table 8 in Annex 1).

Another highlight is that England seem to be remote foreign trade boom was experienced
in other European economies during the past fifteen years. Its exports barely increased in
volume, though, remained a constant trade deficit to be larger purchases its sales abroad.
However, in the structure of employment if we find analogy with the rest of Europe, where
employment in the service sector goes from 74% in 1995 to almost 83% by 2010. The other
two sectors, agriculture and industry, make the same decreasing tendency in all countries of
the European Union.

Finally, the English government tax revenues are the highest among the countries of the area,
the couple maintained a spending (demand) increased slightly from 1995 to 2007, and most
importantly, the ratio of debt to total expenditure, under a clearly decreasing trend to gradually
reduce its public debt, however, this is strongly increased to represent 48% of GDP in 2008
to 74% in 2010. This is possibly explained by increases in English debt focused on increasing
demand shocks to cushion the effects of the crisis, but unemployment and income distribution
in 2011 will reflect the same levels of 2008.
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SPAIN: Along with Ireland, the Spanish case seems to be a successful case of integration from
1995 to 2006, as the average annual growth rate of CDP was 3.7%, the highest among the
countries of the region, likewise, GDP per capita increased almost four thousand euros per
capita. If we make a cut in 2005, found the lowest Gini coefficient within the period of fifteen
years, (see Table 9 in Annex 1), along with a major in perceptions of the four poorest deciles,
with a fall in growth income of the richest decile considered, hence the sharp drop both the
Gini coefficient and concentration index proposed.

But the analogy with the Irish case is found in the sense that from 2007, the various developments
in income redistribution were lost in 2010, since the values of the various indicators considered
are virtually identical to the 1995. We can consider a number of hypotheses about the fragility
of the Spanish economy, first, the sharp rise in unemployment in the Iberian country, ie, after
a major process of creating formal employment (which was supported both Spanish workers as
migrants) that led to reduce the historical rate of over twenty percent unemployment, only eight
percentage points in 2007, however, practically only three years, the Spanish unemployment
rate returned to levels above 20%.

The data provided can assume a relatively weak productive apparatus of the Spanish economy,
the value added of the manufacturing sector marked a downward trend in the period analyzed,
just as the industrial sector, although less pronounced. However, despite the reduction of
industrial scheme, is somewhat contradictory to the increase in gross capital formation from
the beginning of the period until 2007, later to reduce their level of participation to return to
the 1995 level. Thus from the behavior of capital investment we can infer that the reduction
of industrial value added was not as marked as in other European countries, it is clear that is
a variable of great fragility, as before the reduction internal demand, gross capital formation
declined sharply.

Also, a high percentage of self-employed people, almost twenty percent, which are the most
exposed to negative shocks reduction of GDP jobs also reported at beginning of period rates
higher than the average of European Union agricultural and industrial employment, this was
changed to the last five years, when employment in the services sector rose to follow the
European trend.

Finally, the Spanish government, reported an atypical evolution, tax revenues decreased
progressively throughout the study period, this means that the Spanish government did not
have sufficient resources to increase demand, which is proven to analyze the evolution of
government expenditure (measured as a percentage of GDP) since remained stagnant until
2008, when it increased slightly. However, the ratio of public debt if Spanish was reduced by
almost half in the first 12 years considered, but as of 2008, government debt increased again to
levels approaching the nineties. In addition, the resources of the debt is not necessarily focused
to encourage productive activities, but focused on bailouts and the private sphere.
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One of the assumptions that we can infer from that that fragility in the economy, the percentage
of self-employed workers prevailing in the labor market and the strong presence of industrial
workers, since both percentages of participation outperform significantly, the average of
other European countries. Therefore, to reduce the production of industrial goods, there is
a destruction of formal employment, reducing the demand for workers and population of
poor and middle class in Ireland, so that the contraction of the economy is multiplied such as
happened after 2007. Obviously you have to analyze in more detail the Irish case, because at
first , it seems that offered successful results in the integration process started with the launch
of the Euro as a single currency, however, has demonstrated the sensitivity with which that
economy reacts to external shocks.

IRELAND: Now, after timely review three of the largest economies (both volume of product
as investment and population), the cases of countries that at first, took advantage of the
conditions for the integration of the euro area in the early past decade, some certainly
successful models and others, like Spain, have fallen too much the advances obtained
in the pre-crisis era. Although Ireland reported growth rates of Gross Domestic Product
between 2000-05 greater than 5% and a strong reduction in unemployment 12.30% in
1995 to 3.9 % in 2001, and income inequality between 2001 to 2005, the effects of the
financial crisis of 2007, the Irish economy produced were placed in 2011, reported levels
in 1995, as the incomes of the poor.

While it is true that from 2001 until 2007, Ireland was regarded as the most successful model,
the countries of the European “periphery” which was being integrated properly, the powers
of the region, of course, as indicated by data in Table 10 of the Annex, Ireland and reported a
strong external sector, with an export volume (measured as a percentage of GDP) close to eighty
percent in 1995, this is explained because in 1995-2005 the lIrish industrial sector remained
growth rates higher than the service sector, as well as a dynamic employment also very strong,
which resulted, to reduce unemployment and increase GDP per capita by almost 4,000 euros.
Another fact that confirms this is that gross capital formation increased by 10 percentage points
over the same period.

During these ten years, strong economic growth based on its external sector, allowed the
central government of Ireland, kept tax revenues and especially reduced significantly, the
debt ratio to represent 60.75% of GDP in 1998 to only 32% in 2004. Certainly a successful
case, however, the favorable situation radically changed after 2007, when years have reported
negative growth until 2011. While the Irish government debt hand made, as a method to try
to increase demand in the economy and thus reduce the effects of the crisis , the results have
not been favorable, since the income the poor were reduced in the last four years , standing
again at 1995 levels.
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A MACROECONOMIC MODEL FOR EUROPE

As discussed in the first part of this paper, the importance of analyzing the distribution of
income is because we believe that this reflects a synthetic way how growth affects the level of
welfare of the population®. When using as a basis the Kaleckian theoretical essence of the role
of demand and its impact on income distribution —and the precedents established by Lopez
(2005) and Cruz Marcelo (2013)- the following macroeconomic model to an industrialized
economy but is formulated a large services sector.

From these simulations, we study the effects of different types of shocks, and different policy
options on global growth, and on the peculiarities of that growth, that is, what in the past
was called “the style of development” These simulations allow us to have a basis for arguing
rigorously, what the possibilities are and what limits, if Europe is to overcome some of the
fundamental problems, such as stagnation, poverty, unemployment, structural heterogeneity,
and the unequal distribution of income.

SIMULATED SCENARIOS

As we have noted, we believe that increases in non-agricultural wages can help to equalize the
distribution of income. A common criticism of the policy of wage increase decreases argues
that profits, therefore discourages private investment and further expansion of production and
employment.

However, this is not necessarily true. Given the existence of unused productive capacity,
increases in real wages can reduce the unit profit margin, but on the other hand, expanding the
demand for employees and therefore the total sales.

This neutralized, at least in part, the initial negative impact on profit margins. Therefore if
and only if an economy full use of its productive capacity, income redistribution could have
main and possibly only generating inflationary pressures, obviously, in the light of different
statistics the effect this is not the now if the European economy. According to the above, the first
simulation of this section allows us to identify the effects on the economy when prices move
towards presented by the capitalists to an increase in industrial nominal wage.

In reviewing the results shown in third picture actually is a positive income redistribution by
reducing the concentration index. However, this decrease is less when compared with some

4. Some cut Kaleckian models, but with different methodologies for the European case, consider Stockhammer, E., &
Stehrer, R. (2011), Von Arnim, R. (2011), Nikiforos, M., & Foley, DK (2012), Sasaki, H., & Fujita, S. (2012) and Hein,
E. (2013).
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other simulations involving direct increases to the income of some of the members of the poor
class of the economy. Importantly, the total income of the poor, despite the restriction via prices
affecting the rest of the poor and middle class, is increased by a significant amount, because
when compared to the first two scenarios, this expansion Total income of the poor is almost
double, which directly affects the decline reported by the variable (C).

Table 3. Results of first simulation.

Variable Original value | New value | Absolute change | Change in percent
Y 18.55 19.14 0.59 3.2
yep 9.35 9.62 0.27 29
Y? 33.22 33.85 0.63 1.9
C 8.81 8.65 -0.16 -1.78
Yo' 88.56 89.14 0.58 0.65
YPr 95.34 97.50 2.16 2.27
yPe 18.24 18.58 0.34 1.85
YP? 202.14 204.06 1.92 0.95

Note the data in each column represent the mean value for each variable after estimating ten
thousand scenarios. Source: calculated by the software package model R, statistical analysis
and graph.

Given the characteristics of the model, it is possible to review in two phases the effects that
occur in the system from the initial course. In column A of the table four we present the results
obtained in the first process of the simulation, ie, excluding the change in prices and how these
affect the purchasing power of service workers and poor peasants.

If not taken into account the ideas of Kalecki how capitalists (in this industrial case) applying a
mark-up, consider erroneously that an increase in workers’ wages would be a very successful
measure to alleviate the unequal distribution of income in the economy as well as a mechanism
that favors a strong expansion of sectoral demand.

Given the characterization of the model, it is possible to define, and in a second phase of
the simulation, the demand for urban services and rural poor decreases due to higher prices,
leading to a fall in purchasing power by about fifty percent. This can be seen clearly, since the
total demand in the economy is increased on average only 0.95%.
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Table 4. Results in two phases of the first simulation.

Variable Phase A Phase B
C -4.55% -1.78%
e 1.23% 0.65%
YPF 3.86% 2.27%
e 4.94% 1.85%
yor 2.87% 0.95%

Note: The results in both columns set rates percentage change in average ten thousand scenarios in each of the

scenarios.

Overall, the results certainly positive this scenario are biased on one side, there is a redistribution
of income, but on the other, the expansion of the sector if demand is affected by rising prices
in the economy.

Table 5. Results of the second simulation.

Variable Original value | New value | Absolute change | Change in percent

\ 21.54 23.19 1.65 7.64
Y? 33.22 34.81 1.59 4.78
C 8.81 8.47 -0.34 -3.88
Yo 88.56 89.37 0.81 0.91

Yor 95.34 98.87 3.53 3.7

ype 18.24 19.03 0.79 4.31
Yer 202.14 206.57 4.43 2.19

Note: the data in each column represent the mean value for each variable after estimating ten thousand scenarios.
Source: calculated by the software package model R, statistical analysis and graph.

Given the above, the following scenario will allow us to analyze what is the effect of an increase
in wages when prices remain constant and thus the margin which is affected, more precisely,
it will decrease. We assume again that the wages of industrial workers 10% rise. The increase
in wage costs can impact prices, however we believe that the capitalists want to transfer the
increased costs, therefore, the margin will be the variable that will be modified and whose
change will impact the system of equations of the model. Indeed there is a strong redistribution
of income, decreasing the concentration index on average 4%. Sectorial demands are increased
by the effects of raising the incomes of the poor class. However we can again do a little analysis
further. When comparing the results between the column labeled Phase A of Table 5 with the
final results of the second simulation, it is clear that the latter values are slightly lower.
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One possible explanation for this is the change in profit margins of the industrial capitalists,
however remember that one of the assumptions of the model is that the actual spending —
capitalist remains constant basic conjecture in the theory of Kalecki— by thus, capitalists do not
necessarily decrease their spending when their profit margin is reduced.

Given the characteristics of the model, the possible capture both the extreme heterogeneity
of social classes, and the sectors of the European economy, we can determine that by showing
an increase in income of urban workers, the results are more positive in the whole economy, if
capitalists choose not passing higher wage costs to prices. It is also true, that if the above transfer
case cost prices, the redistributive effect and increased sectorial demand (there by expanding
employment requirements in subsequent phases) can contribute to growth and redistribution
of positive income is presented in an economy with the current recessionary conditions as
experienced in Europe.

CONCLUSIONS

From the results of a first set of simulations we highlight the importance of its application in
the working poor, self-employed, workers in the service sector and the rural poor. First, it is
somewhat paradoxical that although both countries of the European Union as a whole set of
countries reviewed, there is a strong disparity of income, ie the first seven deciles concentrated
between 55 and 65 percent of total income, measures that help to address the economic crisis,
from an increase in their income, are not considered as of today in the medium term.

That is, if we review some experiences, like Brazil in recent years, a demand shock via wage
increases can be carried out fully, thus improving income distribution as a progressive increase
in gross domestic product. As revised, if you stick to the vision of Kalecki, imperfect competition
(presence of monopolies) under this scheme, firms are price setters (not seeking an equilibrium
price as the classical school suggests) then it could be viable policy of increasing wages in some
European countries.

In general, European countries have tended toward the service economy, i.e. services provide
both the greatest amount of value added in final goods production, as the most formal
employment is growing in this sector, therefore published a policy that focuses on progressively
increasing the income of the workers may be feasible, as these consisted of monopolistic firms is
assumed at first that the profit margin, or what Kalecki called mark up, is certainly broad which
could definitely increase the wages of urban workers, without implying a transfer of the cost
increase to end- product prices.

This shows that whether or not there, transfer of resources, a strong increase in total demand

in the economy would be presented, although industrial workers are not the majority of
the European labor force, if a strong multiplier effect is brewing, since it would require
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increases in formal employment to increase total demand, leading to both a reduction in
unemployment (by about three percentage points) as well as increased production of the
three sectors of the economy.

Undoubtedly the European crisis is a problem of employment and debt, while the second term
is somewhat more complicated deal, the government of each European country should focus
both on protecting its workforce, to prevent the destruction of employment is progressive (as
is the case of Spain) as well as try to help to increase formal employment. Obviously, it also
notes that of the three indicators considered is the concentration ratio proposed, the best way
to capture the movements in income distribution by integrating the perceptions of middle and
poor classes of Europe, it is therefore important not only to propose measures to be focused on
increasing production but also on improving income distribution.

Along with an increase in wages of European workers, given the profit margin could improve
income distribution and increase overall demand in the economy, we can consider some
alternatives, such asitis, increase demand of government, both via transfers to the self-employed,
informal or poor, or increasing productive activities, to enhance industrial competitiveness
peasants.

In a scheme where the devaluation of the exchange rate is not feasible, and only has changes in
interest rates as a monetary measure, fiscal policies are a real option, in order to face the current
crisis. Obviously countries like Greece, with a very expensive public debt, is a totally unworkable
way but peripheral economies like Spain and Ireland may, instead of applying budget cuts, with
high social costs, stimulate the economy through demand shocks, provided and when there
is full coordination between the government, unions and businesses, to establish alternative
public policies cutting.
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ANNEX 1

STATISTICAL TABLES OF A SET OF EUROPEAN ECONOMIES

Table 6. Germany Economic variables selected, 1995-2011.

Year 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

GDPGrowthAnnual 168 | 079 | 1.74 | 1.86 | 1.87 | 3.06 | 1.51 | 0.01 | -0.38 | 1.16 | 0.68 | 3.70 | 3.27 | 1.08 | -5.13 | 3.69 | 3.00

GDPpercapita 21,061|21,166|21,503|21,900| 22,295|22,946| 23,254 23,217| 23,117 | 23,391| 23,564 | 24,464 25,297 | 25,620| 24,368 25,306 26,081

Gini's Index 29.0 | 27.0 | 25.0 | 25.0 | 25.0 | 25.0 | 25.0 26.1 | 26.8 | 304 | 30.2 | 29.1 | 29.3

Concentration Index C 0.518 | 0.512 | 0.490 | 0.492 | 0.496 | 0.491 | 0.493 0.492 | 0.494 | 0.532 | 0.537 | 0.532 | 0.534

Income ninth decile 0.188]0.187 | 0.181| 0.181| 0.182 | 0.181 | 0.183 0.181] 0.181] 0.193 | 0.195| 0.193 | 0.193

Income from first to seventh decile 0.659 | 0.661 | 0.671| 0.670 | 0.668 | 0.671 | 0.670 0.670 | 0.669 | 0.653 | 0.651 | 0.653 | 0.652

Income from first to fourth decile 0.302 | 0.308 | 0.318 | 0.319 | 0.319 | 0.321 | 0.320 0.317 | 0.317 | 0.297 | 0.296 | 0.298 | 0.297

Unemployment Rate 8.300 | 8.900 | 9.700 | 9.400 | 8.600 | 8.000 | 7.900 | 8.700 | 9.800 |10.500|11.300{10.300| 8.700 | 7.500 | 7.800 | 7.100 | 5.900

Social Spending %GDP 29.07 | 29.50 | 29.60 | 29.67 | 30.32 | 30.74 | 30.09 | 30.03 | 28.90 | 27.79 | 27.97 | 31.38

Agriculture, value added (% of GDP) 127 | 132 | 1.31 | 1.24 | 124 | 127 | 137 | 1.15 | 0.99 | 1.10 | 0.87 | 0.85 | 0.96 | 0.90 | 0.82 | 0.88

Industry, value added (% of GDP) 32.14 | 31.26 | 31.06 | 31.02 | 30.46 | 30.49 | 29.85 | 29.31 | 29.10 | 29.48 | 29.40 | 30.03 | 30.48 | 29.75 | 26.76 | 28.17

Manufacturing, value added (% of GDP) 22.64 | 22.19 | 22.46 | 22.80 | 22.50 | 23.13 | 22.95 | 22.52 | 22.55| 22.79 | 22.86 | 23.48 | 23.81 | 22.74 | 19.31 | 20.92

Services, etc., value added (% of GDP) 66.58 | 67.42 | 67.63 | 67.73 | 68.31 | 68.23 | 68.78 | 69.54 | 69.91 | 69.41 | 69.73 | 69.12 | 68.56 | 69.35 | 72.42 | 70.96

Self employed workers 6.90 | 7.50 | 7.90 | 8.60 | 8.60 | 9.00 | 8.20 | 8.10 | 8.90 | 9.70 | 8.10 | 8.10 | 9.10 | 7.80 | 8.20 | 8.30 | 8.50

Employment in agriculture (% of total employment) 290 | 260 | 2.50 | 2.50 | 2.50 | 1.90 | 1.80 | 1.80 | 1.80 | 1.80 | 1.70 | 1.60 | 1.70 | 1.70 | 1.70 | 1.60 | 1.60

Employment in industry (% of total employment) 32.60 | 31.70 | 31.00 | 30.40 | 29.50 | 28.70 | 28.20 | 27.50 | 26.90 | 26.40 | 25.80 | 25.50 | 25.40 | 25.40 | 24.90 | 24.50 | 24.60

Employment in services (% of total employment) 64.60 | 65.70 | 66.50 | 67.10 | 68.00 | 69.40 | 70.00 | 70.70 | 71.30 | 71.90 | 72.40 | 72.80 | 72.90 | 72.90 | 73.40 | 73.90 | 73.80

Salary Cost : 1.30 | 140 | 2.30 | 3.50 | 2.80 | 2.10 | 2.30 | 0.80 | 1.80 | 2.40 | 2.50 | 2.80 | 1.90 | 0.10 | 3.60

Tax revenue (% of GDP) 11.07 | 10.83 | 10.73 | 10.96 | 11.74 | 11.98 | 11.32 | 11.31 | 11.45 | 10.94 | 11.14 | 11.35 | 11.81 | 11.86 | 12.16

Central government debt, total (% of GDP) 37.98 | 39.17 | 40.92 | 42.92 | 44.62 | 43.49 | 40.76 | 43.14 | 47.62

General government final consumption expenditure (% of GDP) 19.37 | 19.70 | 19.30 | 19.11 | 19.24 | 19.03 | 18.99 | 19.25| 19.35 | 18.86 | 18.76 | 18.35 | 17.87 | 18.30 | 20.04 | 19.73 | 19.50

Gross capital formation (% of GDP) 21.91]21.32| 21.03 | 21.13 | 21.35 | 21.47 | 20.06 | 18.38 | 17.79 | 17.39 | 17.28 | 18.06 | 18.44 | 18.62 | 17.24 | 17.51 | 18.19

Exports of goods and services (% of GDP) 23.74| 24.80 | 27.40 | 28.58 | 29.40 | 33.38 | 34.79 | 35.67 | 35.72 | 38.55 | 41.32 | 45.51 | 47.17 | 48.07 | 41.94 | 46.83 | 50.15

Imports of goods and services (% of GDP) 23.15|23.84 | 26.11 | 27.21 | 28.52 | 33.08 | 32.81 | 31.17 | 31.80 | 33.51 | 36.10 | 39.89 | 40.17 | 41.84 | 36.95 | 41.36 | 45.18
Source: based on data from the 2011, WBI

Table 7. France Economic variables selected, 1995-2011.

Year 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

GDPGrowthAnnual 205 | 107 | 218 | 3.38 | 3.29 | 3.68 | 1.84 | 0.93 | 0.90 | 2.54 | 1.83 | 2.47 | 2.29 | -0.08 | -3.15 | 1.66 | 1.70

GDPpercapita 19,478[19,606| 19,953|20,539|21,146| 21,775/ 22,014| 22,058| 22,099| 22,495| 22,734 23,133| 23,516 23,366| 22,509| 22,758 | 23,017

Gini's Index 29.0 | 29.0 | 29.0 | 28.0 | 29.0 | 28.0 | 27.0 | 27.0 | 27.0 | 282 | 27.7 | 27.3 | 26.6 | 29.8 | 29.9 | 29.8 :

Concentration Index C 0.541 0.538 | 0.536 | 0.529 | 0.529 | 0.533 | 0.524 0.524 | 0.521| 0.516 | 0.514 | 0.537 | 0.534 | 0.537

Income ninth decile 0.195] 0.194 | 0.193 | 0.191 | 0.191 | 0.191 | 0.190 0.190 | 0.191{ 0.188 | 0.188 | 0.197 | 0.196 | 0.196

Income from first to seventh decile 0.649 | 0.650 | 0.651 | 0.654 | 0.654 | 0.652 | 0.656 0.656 | 0.657 | 0.660 | 0.661 | 0.651 | 0.652 | 0.651

Income from first to fourth decile 0.293 | 0.296 | 0.295 | 0.299 | 0.298 | 0.297 | 0.300 0.303 | 0.304 | 0.307 | 0.308 | 0.304 | 0.303 | 0.301

Unemployment Rate 10.50 | 11.00 | 11.10 | 10.70 | 10.40 | 9.00 | 8.20 | 8.30 | 8.90 | 9.30 | 9.30 | 9.20 | 840 | 7.80 | 9.50 | 9.70 | 9.60

Social Spending %GDP 30.12 | 29.92 | 29.50 | 29.62 | 30.47 | 31.05 | 31.38 | 31.52 | 30.88 | 30.62 | 31.01 | 33.06

Agriculture, value added (% of GDP) 332 | 328 | 320 | 3.21 | 3.04 | 2.84 | 285 | 2.72 | 249 | 246 | 2.29 | 2.11 222 | 2.06 | 1.76

Industry, value added (% of GDP) 24.54 | 23.80 | 23.56 | 23.43 | 23.08 | 22.93 | 22.46 | 21.89 | 21.34 | 20.97 | 20.79 | 20.55 | 20.62 | 20.47 | 19.06

Manufacturing, value added (% of GDP) 16.10 | 16.04 | 15.42 | 14.73 | 14.14 | 13.64 | 13.31| 12.67 | 12.53 | 11.99 | 10.73

Services, etc., value added (% of GDP) 7214 | 72.91|73.24 | 73.35| 73.88 | 74.23 | 74.69 | 75.39 | 76.17 | 76.57 | 76.92 | 77.34 | 77.17 | 77.47 | 79.17

Self employed workers 10.70 | 10.40 | 10.10 | 9.70 | 9.40 | 9.10 | 8.80 | 8.70 | 8.70 | 8.80 | 8.90 | 8.90 | 8.80 | 8.90 | 9.00 | 9.00 | 9.00

Employment in agriculture (% of total employment) 4.00 | 3.80 | 3.70 | 3.60 | 3.50 | 3.70 | 3.60 | 3.50 | 3.40 | 3.40 | 3.40 | 3.20 | 3.10 | 3.00 | 3.00 | 2.90 | 2.80

Employment in industry (% of total employment) 23.20 | 22.80 | 22.40 | 22.00 | 21.50 | 21.20 | 21.20 | 20.90 | 20.70 | 20.30 | 20.10 | 20.00 | 19.80 | 19.80 | 19.50 | 19.00 | 18.80

Employment in services (% of total employment) 72.80 | 73.40 | 73.90 | 74.40 | 75.00 | 75.00 | 75.20 | 75.60 | 75.90 | 76.30 | 76.50 | 76.80 | 77.00 | 77.20 | 77.50 | 78.10 | 78.40

Salary Cost : : : 210 | 440 | 3.70 | 3.10 | 2.50 | 3.30 | 3.10 | 3.30 | 3.20 | 3.30 | 0.60 | 3.10 | 3.10

Tax revenue (% of GDP) 18.77 | 19.90 | 20.67 | 22.67 | 23.41| 23.19 | 22.98 | 22.46 | 22.13 | 22.28 | 22.42 | 22.54 | 21.88 | 21.67 | 19.80

Central government debt, total (% of GDP) 56.31 | 59.18 | 62.62 | 64.74 | 61.29 | 60.75 | 59.81 | 63.65 | 68.38 | 70.63 | 72.63 | 68.26 | 67.10 | 72.78 | 83.54

General government final consumption expenditure (% of GDP) 23.64 | 23.93 | 23.92 | 23.13 | 23.16 | 22.92 | 22.80 | 23.45| 23.80 | 23.76 | 23.76 | 23.45 | 23.09 | 23.27 | 24.78 | 24.87 | 24.51

Gross capital formation (% of GDP) 17.47| 17.27 | 16.90 | 17.36 | 18.24 | 18.89 | 18.88 | 18.22 | 18.30 | 18.68 | 19.34 | 20.04 | 20.91 | 21.31 | 19.49 | 19.45 | 20.09

Exports of goods and services (% of GDP) 22.96 | 23.39 | 25.93 | 26.47 | 26.35 | 28.81 | 28.36 | 27.50 | 25.91 | 26.14 | 26.36 | 27.02 | 26.86 | 26.95 | 23.37 | 25.57 | 26.96

Imports of goods and services (% of GDP)

Source: Based on data from the 2011, WBI
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Table 8. England Economic variables selected, 1995-2011.
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Year 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
GDPGrowthAnnual 3.05 | 289 | 6.21 | 3.84 | 3.66 | 446 | 3.15 | 2.66 | 3.52 | 2.96 | 2.09 | 2.61 | 3.47 | -1.10 | -4.37 | 2.09 | 0.65
GDPpercapita 20,724|21,267|22,529|23,326|24,099|25,083| 25,779| 26,367|27,186|27,848( 28,261| 28,820| 29,628/ 29,107|27,646| 28,034| 28,033
Gini's Index 32.0 | 32.0 | 30.0 | 32.0 | 32.0 | 32.0 | 35.0 | 35.0 | 34.0 : 346 | 325 | 326 | 339 | 324 | 33.0 :
Concentration Index C 0.578 | 0.566 | 0.564 | 0.575 | 0.569 | 0.562 | 0.557 0.598 | 0.579 | 0.574 | 0.585 | 0.576 | 0.579
Income ninth decile 0.204 | 0.202 | 0.201 | 0.202 | 0.201 | 0.200 | 0.197 0.212 | 0.206 | 0.205 | 0.208 | 0.205 | 0.205
Income from first to seventh decile 0.634 | 0.639 | 0.639 | 0.635 | 0.637 | 0.640 | 0.642 0.626 | 0.633 | 0.635 | 0.631 | 0.634 | 0.633
Income from first to fourth decile 0.274 ] 0.279 | 0.281| 0.276 | 0.279 | 0.282 | 0.285 0.272 | 0.275| 0.279 | 0.276 | 0.281 | 0.279
Unemployment Rate 8.500 | 7.900 | 6.800 | 6.100 | 5.900 | 5.400 | 5.000 | 5.100 | 5.000 | 4.700 | 4.800 | 5.400 | 5.300 | 5.600 | 7.600 | 7.800 | 8.000
Social Spending %GDP 26.32 | 25.73 | 26.42 | 26.84 | 25.71 | 25.74 | 25.88 | 26.26 | 26.02 | 23.28 | 26.28 | 29.20
Agriculture, value added (% of GDP) 1.84 | 169 | 1.35 | 1.18 | 1.10 | 0.99 | 0.92 | 0.94 | 0.97 | 1.00 | 0.67 | 0.66 | 0.69 | 0.79 | 0.72 | 0.72
Industry, value added (% of GDP) 31.00 | 30.70 | 29.92 | 28.51 | 27.47 | 27.31| 26.29 | 24.97 | 23.87 | 23.42 | 23.47 | 23.49 | 23.00 | 22.82 | 21.21 | 21.67
Manufacturing, value added (% of GDP) 21.17 | 20.61| 20.32 | 19.44 | 18.37 | 17.36 | 16.44 | 15.29 | 14.27 | 13.61 | 13.26 | 12.79| 12.35| 11.71 | 11.11 | 11.43
Services, etc., value added (% of GDP) 67.16 | 67.61 | 68.73 | 70.31 | 71.44 | 71.70 | 72.79 | 74.09 | 75.16 | 75.58 | 75.86 | 75.85 | 76.31 | 76.39 | 78.07 | 77.61
Self employed workers 14.10| 13.90 | 13.40 | 12.90 | 12.60 | 12.10 | 12.10| 12.20 | 12.80 | 12.80 | 12.80 | 12.90 | 13.10 | 13.00 | 13.40 | 13.90 | 14.10
Employment in agriculture (% of total employment) 2.00 | 210 | 210 | 2.00 | 1.80 | 140 | 120 | 1.20 | 1.20 | 1.20 | 1.30 | 1.20 | 1.20 | 1.30 | 1.30 | 1.50 | 1.30
Employment in industry (% of total employment) 23.30| 23.00 | 22.70 | 22.70 | 21.80 | 21.00 | 20.40 | 19.70 | 19.00 | 18.50 | 18.00 | 17.70 | 17.60 | 17.10 | 16.60 | 16.20 | 15.80
Employment in services (% of total employment) 74.60 | 74.90 | 75.20 | 75.40 | 76.40 | 77.60 | 78.30 | 79.10 | 79.80 | 80.30 | 80.70 | 81.00 | 81.20 | 81.60 | 82.10 | 82.40 | 82.90
Salary Cost : : : : : 4.80 | 4.00 | 4.10 | 5.00 | 3.10 | 3.60 | 4.60 | 4.30 | 2.40 | 2.00 | 0.90
Tax revenue (% of GDP) 26.33 | 26.28 | 26.74 | 27.77 | 28.03 | 28.44 | 28.22 | 27.06 | 26.34 | 26.57 | 27.24 | 27.96 | 27.64 | 28.84 | 25.99
Central government debt, total (% of GDP) 50.67 | 50.43 | 51.81 | 52.49 | 47.48 | 47.48 | 42.52 | 42.54 | 42.96 | 45.23 | 47.66 | 47.33 | 48.10 | 58.33 | 73.29
General government final consumption expenditure (% of GDP) 17.49 | 17.71 | 17.70 | 17.87 | 18.11 | 18.96 | 19.41 | 19.68 | 20.02 | 20.31 | 21.14 | 20.52 | 19.83 | 20.08 | 22.05 | 21.60 | 20.09
Gross capital formation (% of GDP) 16.55| 16.67 | 16.72 | 17.79 | 17.42| 17.11 | 16.81 [ 16.79 | 16.39 | 16.67 | 16.72 | 17.10| 17.79 | 16.83 | 15.01 | 14.91 | 14.29
Exports of goods and services (% of GDP) 28.25|29.30 | 28.60 | 26.52 | 26.12 | 27.63 | 27.09 | 26.08 | 25.47 | 25.25 | 26.39 | 28.53 | 26.61 | 29.49 | 28.38 | 30.12 | 32.32
Imports of goods and services (% of GDP) 28.37 | 29.22 | 28.07 | 27.31| 27.56 | 29.47 | 29.44 | 28.69 | 27.78 | 27.97 | 29.80 | 31.60 | 29.64 | 32.22 | 30.22 | 32.63 | 34.17
Source: Based on data from the 2011, WBI.
Table 9. Spain Economic variables selected, 1995-2011.
Year 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
GDPGrowthAnnual 2.76 | 242 | 3.87 | 447 | 475 | 5.05 | 3.67 | 2.71 | 3.09 | 3.26 | 3.58 | 4.08 | 3.48 | 0.89 | -3.74 | -0.07 | 0.71
GDPpercapita 12,049(12,312(12,755|13,278|13,837| 14,414/ 14,775[14,957|15,166| 15,408 15,701| 16,074[16,351( 16,251| 15,523 15,458| 15,512
Gini's Index 34.0 | 340 | 35.0 | 34.0 | 33.0 | 32.0 | 33.0 | 31.0 | 31.0 | 30.7 | 31.8 | 31.2 | 31.3 | 31.3 | 32.3 | 33.9 :
Concentration Index C 0.622 | 0.612 | 0.637 | 0.622 | 0.599 | 0.605 | 0.587 0.561 | 0.581 | 0.570 | 0.574 | 0.569 | 0.580 | 0.597
Income ninth decile 0.216 | 0.215| 0.221| 0.216 | 0.209 | 0.216 | 0.209 0.199 | 0.204 | 0.202 | 0.203 | 0.203 | 0.204 | 0.210
Income from first to seventh decile 0.616 | 0.620 | 0.611 | 0.617 | 0.626 | 0.623 | 0.630 0.641 | 0.633 | 0.637 | 0.635 | 0.637 | 0.633 | 0.626
Income from first to fourth decile 0.266 | 0.269 | 0.260 | 0.266 | 0.271 | 0.273 | 0.274 0.279 | 0.272 | 0.275| 0.275| 0.277 | 0.272 | 0.266
Unemployment Rate 20.000|19.100/17.800{15.900| 13.200{ 11.700| 10.500| 11.400| 11.400| 10.900{ 9.200 | 8.500 | 8.300 |11.300|18.000{20.100|21.700
Social Spending %GDP 20.19 | 19.78 | 20.00 | 19.70 | 20.03 | 20.29 | 20.34 | 20.58 | 20.53 | 20.68 | 22.12 | 25.04
Agriculture, value added (% of GDP) 4.50 | 5.09 | 501 | 486 | 447 | 439 | 426 | 402 | 396 | 3.62 | 3.20 | 2.79 | 2.88 | 2.66 | 2.67 | 2.71
Industry, value added (% of GDP) 29.39 | 29.12| 29.28 | 29.10 | 29.20 | 29.28 | 29.22 | 28.94 | 28.92 | 29.13 | 29.74 | 29.85 | 29.15 | 28.40 | 26.27 | 25.96
Manufacturing, value added (% of GDP) 18.45| 18.55| 19.03 | 18.99 | 18.75| 18.63 | 18.11 | 17.31| 16.75 | 16.26 | 15.85 | 15.50 | 14.94 | 14.47 | 12.76
Services, etc., value added (% of GDP) 66.11 | 65.79 | 65.71 | 66.03 | 66.33 | 66.33 | 66.52 | 67.04 | 67.12 | 67.25 | 67.06 | 67.36 | 67.98 | 68.94 | 71.06 | 71.33
Self employed workers 18.80 | 18.60 | 17.30 | 16.90 | 16.30 | 15.80 | 15.60 | 15.30 | 14.80 | 14.60 | 14.20 | 13.80 | 13.50 | 13.40 | 13.40 | 13.30 | 13.10
Employment in agriculture (% of total employment) 790 | 7.80 | 740 | 7.10 | 6.60 | 6.00 | 580 | 5.60 | 540 | 5.10 | 480 | 430 | 4.10 | 3.90 | 4.00 | 420 | 4.10
Employment in industry (% of total employment) 28.20 | 28.30 | 28.90 | 29.20 | 29.60 | 30.00 | 29.80 | 29.30 | 28.90 | 28.50 | 28.30 | 27.80 | 27.40 | 25.70 | 22.70 | 21.20 | 19.90
Employment in services (% of total employment) 63.90 | 63.90 | 63.60 | 63.70 | 63.80 | 64.00 | 64.40 | 65.10 | 65.70 | 66.40 | 67.00 | 67.90 | 68.50 | 70.40 | 73.30 | 74.70 | 75.90
Salary Cost : : : : : 3.50 | 5.30 | 5.20 | 3.80 | 3.40 | 3.30 | 4.60 | 6.10 | 4.80 | 1.40 | 2.90
Tax revenue (% of GDP) 15.86 | 16.09 | 15.58 | 15.57 | 15.99 | 16.16 | 15.83 [ 12.79| 12.19 | 11.76 | 12.89 | 13.49| 13.87 | 10.48 | 8.56 | 11.17
Central government debt, total (% of GDP) 59.33 | 66.38 | 66.08 | 66.71 | 61.10 | 58.92 | 54.44 | 52.97 | 48.32 | 47.28 | 38.48 | 34.05 | 30.08 | 34.19 | 46.43 | 47.81
General government final consumption expenditure (% of GDP) 18.08 | 17.99 | 17.47 | 17.31 | 17.18 | 17.14 | 17.02 | 17.15| 17.32 | 17.76 | 17.97 | 17.97 | 18.33 | 19.49 | 21.34 | 21.09 | 20.28
Gross capital formation (% of GDP) 21.52 | 21.41| 21.83 | 23.05 | 24.56 | 25.85 | 26.01 | 26.29 | 27.20 | 28.06 | 29.41 | 30.57 | 30.69 | 28.69 | 24.00 | 22.86 | 21.65
Exports of goods and services (% of GDP) 22.38 | 23.62 | 26.30 | 26.67 | 26.67 | 29.05 | 28.53 | 27.33 | 26.32 | 25.94 | 25.67 | 26.29 | 26.90 | 26.50 | 23.87 | 27.01 | 30.11
Imports of goods and services (% of GDP) 22.38 | 23.09 | 25.44 | 26.89 | 28.52 | 32.18 | 31.06 | 29.45 | 28.69 | 29.93 | 30.93 | 32.65 | 33.62 | 32.31| 25.74 | 29.13 | 30.71

Source: Based on data from the 2011, WBI.
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Table 10. Ireland Economic variables selected, 1995-2011.

Year 1995|1996 | 1997 | 1998| 1999| 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
GDPGrowthAnnual 479 | 587 | 416 | 451 | 534 | 531 | 5.18 | -2.97 | -6.99 | -0.43 | -0.70
GDPpercapita 25,629| 26,434 27,518 28,200/ 28,937| 29,825| 30,669| 31,543| 30,130 27,814|27,599| 27,329
Gini's Index 33.0 | 33.0( 33.0| 34.0| 32.0| 30.0 [ 29.0 : 30.6 | 31.5 | 319 | 319 | 31.3 | 29.9 | 28.8 | 33.2 :
Concentration Index C 0.597|0.585|0.574/0.558| 0.566| 0.546 | 0.538 0.557 | 0.563 | 0.557 | 0.570 | 0.568 | 0.553 | 0.543 | 0.589
Income ninth decile 0.208/0.206{0.204{0.198/0.201| 0.194 | 0.194 0.200| 0.199| 0.199 | 0.202 | 0.202 | 0.198 | 0.194 | 0.208
Income from first to seventh decile 0.626(0.631)0.635[0.642| 0.638| 0.647 | 0.650 0.642| 0.640 | 0.642 | 0.637 | 0.638 | 0.644 | 0.648 | 0.629
Income from first to fourth decile 0.270(0.272[0.276/0.281/0.281| 0.281 | 0.283 0.280 | 0.277 | 0.279 0.281] 0.279| 0.289 | 0.291 | 0.279
Unemployment Rate 12.30{11.70{ 9.90 | 7.50 | 5.60 | 4.20 | 3.90 | 4.50 | 4.60 | 4.50 | 4.40 | 450 | 4.60 | 6.30 | 11.90 | 13.70 | 14.40
Social Spending %GDP 15.09|14.45| 13.79| 14.73 | 17.04 | 17.67 | 17.89| 17.95| 18.25| 18.76 | 22.04 | 27.88

Agriculture, value added (% of GDP) 7.00| 6.33(5.13|4.47|3.62| 313 | 2.76 | 232 | 219 | 214 | 1.58 | 1.30 | 143 | 1.30 | 0.98

Industry, value added (% of GDP) 37.79|36.57|38.29|41.31/42.43| 41.51| 40.51 | 40.89 | 37.52 | 35.48 | 34.51| 34.40 | 33.54 | 31.42| 31.87
Manufacturing, value added (% of GDP) 30.01{29.01{30.56|33.30|34.36| 32.52 | 31.13 | 31.86 | 27.88 | 25.25| 23.07 | 21.94 [ 21.75| 21.76 | 24.18

Services, etc., value added (% of GDP) 55.21|57.09|56.58|54.22|53.96| 55.36 | 56.73 | 56.79 | 60.29 | 62.37 | 63.91 | 64.30 | 65.03 | 67.28 | 67.15

Self employed workers : : :[19.80/19.20| 18.50 | 18.10 | 17.90| 17.60| 17.70 | 16.90 | 16.30 | 17.00 | 17.60 | 17.80 | 17.20 | 16.70
Employment in agriculture (% of total employment) 10.60] 9.90| 9.20| 9.00| 8.70 | 7.50 | 7.10 | 6.70 | 6.40 | 6.10 | 5.70 | 540 | 5.20 | 5.50 | 5.00 | 4.60 | 4.60
Employment in industry (% of total employment) 28.30/28.30(28.80(28.70|28.30| 28.30 | 28.30 | 27.30| 26.70 | 26.80 | 27.00 | 27.30 | 26.80 | 25.00 | 21.50 | 19.70 | 19.00
Employment in services (% of total employment) 61.10/61.80{62.00|62.40/63.00| 64.20 | 64.70 | 66.00 | 66.90 | 67.10 | 67.30 | 67.30 | 68.00 | 69.60 | 73.50 | 75.70 | 76.40
Salary Cost : : : : : 9.40 | 7.30 | 530 | 4.90 | 470 | 2.20 | 5.00 | 7.10 | 4.60 | -1.80 | -3.70
Tax revenue (% of GDP) 26.24|26.87|26.64|26.08|26.25| 25.77 | 23.93 | 23.02 | 23.46 | 24.55| 24.92 | 26.28 | 25.45| 23.30 | 21.16

Central government debt, total (% of GDP) 60.75/49.22| 39.65 | 36.50 | 34.50 | 33.29| 31.97 | 32.42| 28.66 | 28.37 | 49.05| 70.48

General government final consumption expenditure (% of GDR)6.97|16.18|15.44|14.69| 14.23| 14.21| 15.02| 15.46 | 15.63 | 15.88 | 15.84 | 16.06 | 16.72 | 18.63 | 19.89 | 18.93

Gross capital formation (% of GDP) 17.39/18.98(20.23|21.72|23.26| 23.09 | 22.29 | 21.54 | 22.41| 24.34 | 26.63 | 27.06 | 25.51 | 21.91| 15.73 | 11.55
Exports of goods and services (% of GDP) 76.30(77.39|79.50|86.90|89.23| 97.35| 99.14 | 93.37 | 83.11 | 83.16 | 81.07 | 78.92 | 80.23 | 83.44 | 90.85 |101.08
Imports of goods and services (% of GDP) 64.63|65.61/66.60|75.27|75.35| 84.02 | 83.73 | 76.27 | 67.17 | 68.33 | 69.41 | 69.31 | 71.25| 74.38 | 75.37 | 81.99

Source: Based on data from the 2011, WBI.
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