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Abstract

If we look at GDP growth and other measures of productivity in the last 25 years, we notice that
they have been flat or declining, particularly for Greece, Ireland, Portugal, Spain and Italy – the
GIPSI countries – well before the inception of the Great Recession, at least since the year 2000,
the beginning of the Euro era. While in the GIPSI low productivity growth has been blamed on
high labour market rigidity, it appears that employment protection measures have been less
and less strict,  especially in the last few years. And yet,  as it  turns out,  in all  of the GIPSI
countries labour flexibility and active labour market policies (ALMPs) do not appear to have
any visible effect on productivity. On the contrary, the share of flexible occupation – short-
term and fixed-term contracts, temporary jobs, self-employed occupations –, which increased
everywhere, seems to be inversely related to public expenditure and employment protection
measures and is weakly correlated with growth. At the same time, flexible labour appears to be
highly correlated with wage and income inequality – low-paid and low-income deciles tend to
include most of those in the flexible labour force. 
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1. Introduction

In the recent years, particularly after the beginning of the 'Great Recession' in 2008, low
or negative growth in several European countries have been blamed on the low productivity of
the economy as a whole, with labour productivity as the main culprit. The long recession in
Italy – now in its sixth year (see Jeff Frankel, 2014) – is a point in case, with zero growth in GDP
per worker accompanying a declining trend in real GDP per head of population. Low labour
productivity, runs the argument, is the main reason for low GDP growth rates, as it forebears
low levels of competitiveness. And, according to the same line of reasoning, one of the factors
underpinning low productivity is the rigidity in labour markets and, in particular, the high
degree of employment protection accompanied to low levels of labour market flexibility. Also,
low levels of labour market flexibility, combined with slowly growing economies, would be at
the origin of higher unemployment levels and thus a further delaying factor of recovery. 

Ever  since  the  Great  Recession  has  set  in,  large  numbers  of  people  have  joined  the
unemployed, both as lay-offs and as job-seekers. And yet, the call for enhanced labour market
flexibility  –  i.e.  cuts  in  wages  and  employment  protection  –,  so  as  to  address  the  jobless
situation and rising unemployment levels, has continued (see e.g. OECD 2009 and WB 2009).
Many believe that the recession – despite its origins in the financial markets – should be taken
as an opportunity to dismantle labour market regulations and employment protection laws, so
as to make it easier for firms to fire and hire people. After two prominent studies by the OECD
(2004, 2009), higher European unemployment, as compared to the US, has been attributed to
stricter  labour  regulations.  This  has  turned  to  be  taken  as  a  matter  of  judgement  by
International Financial Institutions and is best exemplified in the World Bank’s Doing Business
Report, which gives a low rank to countries with high employment protection legislation (EPL)
scores, but a high rank to countries with legislations protecting investors’ interests, such as the
right to repatriate profit by multinational corporation. 

Low productivity trends have marked the latest  developments of  the world economy,
particularly since the beginning of the Great Recession in 2008. Southern European countries
(Greece, Italy, Portugal and Spain), Ireland and the UK have all featured quite low productivity
levels  in  the  recent  years.  And  yet,  if  we  look  at  the  longer  term,  we  see  that  similar
productivity trends have characterised a number of countries for longer periods of time. In this
paper, we focus on Greece (EL), Ireland (IE), Portugal (PT), Spain (ES) and Italy (IT) – the GIPSI
countries – and we compare them with the major European economies – France (FR), Germany
(DE), the UK – and the US. By looking at the longer term, we will see that there are tendencies
that have only been exacerbated by the recent crisis.

We will also look at … 

2. Looking into the productivity slow-down

While convergence in real per-capita income among the EU countries is apparent when
we look at the long term, it appears that most of the convergence occurred in the pre-Euro era
(up to year 1999) and that, from 2000 on, convergence has considerably slowed down (Ardeni
and Gallegati,  2014). Long term convergence was stronger up to year 2008, when the Great
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Recession set it to hamper the process. If we look at labour productivity, taking the year 1991
as the base year,1 we see that over the last 24 years or so integration of European economies
and convergence in productivity have been hampered by a number of factors. In particular,
labour productivity shows quite an erratic behaviour across the GIPSI countries vis-à-vis the
other main economies. 

The slowing down of convergence in per-capita income between the GIPSI countries and
the other main European economies has been attributed to a variety of factors, including the
"excessive allocation of resources towards less productive sectors" (EC 2014, p.7), as well as
"low growth in total factor productivity (TFP) in a broad range of industries" (p.7).2 After a period
of  strong convergence,  from 1961 to 1973,  there was a second period of  slow convergence,
corresponding to the so-called "productivity slow-down" era, from 1974 to 1990. Conversely,
from 1991 on, divergence and low growth rates have been the general feature (Ardeni and
Gallegati,  2014).  Lower  average  TFP  growth  rates  for  the  1991-2013  period  resulted  in  a
diverging pattern for the GIPSI countries vis-à-vis the other four major economies.

Graph 1

Graph 1 shows the TFP performance over the last quarter of a century for the five GIPSI
countries and FR, DE, UK and the US, where annual TFP estimated values are compared to the
1991 base year. While all countries considered show an increase in TFP until the year 2000, for
all GIPSI, except EL, TFP growth has been more or less flat afterwards. IT, PT and ES show a
generally flat TFP performance over the whole period. As for IE, TFP growth occurred mostly
before the Euro era, while EL shows an impressive decline during the recent Great Recession
years.  Conversely,  IT  showed  a  slight  increase  in  TFP  during  the  pre-Euro  era,  with  a
substantial stagnant behaviour afterwards (and a relative decline during the recession). Also,
both FR and DE's TFP growth patterns have not been considerably different during the whole
period. 

1 From 1991 on, all time series for Germany included the former East German territory. It is thus appropriate to 
take that year as the reference year.

2 As we know, TFP measures the efficiency with which inputs are being used in the production process and it is 
generally taken as a rough measure of the rate of technological progress in the economy.
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What led  to the productivity  slow-down observed in most countries  and when did it
actually start? While it is commonly held that "it all started with the financial crisis in the US
and then its spread to the European financial markets and then to the real economy", the story
that is is usually told is that "almost everything was going fine" up to that point: good growth
rates, innovation spreading through the globalized markets, increasing trade and per-capita
GDP in the advanced and emerging economies. As it turns out, many of the features that have
dramatically surfaced during the "crisis" were already there, brewing slowly to be ready to spill
out. And if take a closer look at the productivity slow-down and how it developed we find out
that many of the weaknesses were there already. The more recent growth performances of the
GIPSI countries  and the four major economies show that the TFP performance alone might
have been the result of several concurring factors, which were all present way before the crisis.

The reasons for slow TFP and poor TFP performance in the GIPSI countries have been
recently discussed in a number of contributions (see Ardeni and Gallegati, 2014, for a review).
While  the  reaction  of  the  German  economy  to  the  crisis  has  been  that  of  expanding
employment and increasing productivity, for the GIPSI countries something  must have gone
wrong. Many authors and commentators have found the culprit in the Euro, and yet it appears
that  it  was  not  the  Euro  that  set  things  the  way  they  were  in  2007  and  how  they  later
developed. A common argument is that some countries – the 'Southern Europeans' – have not
been agile enough to adapt to the changing circumstances of a labour force that is not willing
to face the challenge of globalisation and competition, labour markets are too rigid and are
therefore not as prone as the German ones to innovation. Why would the Germans be more
productive  than  the  Southern  Europeans  if  not  because  of  their  greater  efficiency  and
innovativeness? If  innovation does not spread as quickly and efficiently across industries –
runs the argument – it is because markets are not flexible and the low labour turn-over slows
down the adoption of  new technologies, new management practices and new products and
services.

3. Productivity and labour market 'flexibility'

Several  studies  have  suggested  that  more  rigid  labour  markets  tend  to  weaken
productivity by slowing down the catching-up process of best-practice technologies, delaying
possible adjustments at the firm level and reducing or impairing direct productivity gains (see
e.g.  Nicoletti  and Scarpetta,  2003;  Burda and Severgnini,  2009).  To  measure  labour  market
rigidities,  we  may  use  the  OECD  employment  protection  legislation (EPL)  indicators.3 For  this
exercise, we may use the indicator called EPRC (covering 'employment protection for regular
contracts') concerning regulations for individual and collective dismissals: while a low (zero)
value is taken to indicate lack of protection – i.e. absence of any labour market 'rigidity' –, a
high value (up to 6) indicates higher protection – i.e. presence of labour market 'rigidity' –.
Table 1 below shows the values for EPRC in selected years from 1985 to 2013 for the five GIPSI
countries and four major economies (FR, DE, UK, US). As we can see, the EPRC indicator had a
much larger spread in 1985 than in 2007, when only PT still had a value greater than 4. Between
2007 and 2013, all countries, with the exception of IE, witnessed a further fall in EPRC values,
thus continuing on a long-run decreasing trend.

3 These indicators include 21 basic items in three main areas: (i) protection of regular workers against individual
dismissal; (ii) regulation of temporary forms of employment; and (iii) additional, specific requirements for 
collective dismissals.  Raw data on each item are converted into a cardinal unit or values which is then 
converted into a score measured on a 0-6 scale, with higher values representing stricter regulation. Details on 
the methodology are explained in the OECD Employment Outlook (2013, Chapter 2).
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Table 1. Employment Protection Legislation
Selected years, EPRC indicator (0=min; 6=max)

1985 1991 1995 1999 2007 2013
Greece (EL) 2.850 2.802 2.802 2.802 2.802 2.119
Ireland (IE) 1.437 1.437 1.437 1.437 1.270 1.397
Portugal (PT) 5.000 4.833 4.583 4.583 4.417 3.185
Spain (ES) 3.548 3.548 2.357 2.357 2.357 2.048
Italy (IT) 2.762 2.762 2.762 2.762 2.762 2.512
France (FR) 2.591 2.341 2.341 2.341 2.468 2.385
Germany (DE) 2.583 2.583 2.679 2.679 2.869 2.869
UK 1.032 1.032 1.032 1.032 1.198 1.032
US 0.257 0.257 0.257 0.257 0.257 0.257

As  it  turns  out,  it  appears  that  countries  with  a  low  degree  of  'rigidity'  displayed  a
relatively better TFP growth performance over the long term, i.e. between 1991 and 2013 (Graph
2). And yet, things are not as straightforward as it seems at a cursory look. For instance, DE's
recovery  after  the  crisis  was  evidently  not  accompanied  by  a  loosening  of  employment
regulations rules – its EPL score remains the same after 2007 and is higher than it was in 1999.
The UK, among the EU countries, is the one with the lowest score, followed by IE. And yet, IE
has tightened its regulations in the six years after 2007. Finally, it is worth noticing that ES has a
score that is lower than FR and DE and that IT, too, has a score short of the German one. But
wasn't Germany the role model on how to get the labour market properly functioning?

There has been a general tendency to a much less strict body of regulations aimed at
lowering labour market 'rigidity'. Table 1 above shows that for the five GIPSI countries plus DE,
FR and the UK, the EPRC indicator had an average value of 2.667 (with a standard deviation of
1.18) in 1991 and a value of 2.518 in 2007 (with a s.d. of 1.01). In 2013 the average had fallen to a
value of 2.193 (with a s.d. of 0.72), with only one country (the UK) with a value above 3. Thus,
there has been a convergence towards less protective regulations and less rigid contractual
forms in the labour markets that has been more pronounced after 2007 for all countries.

Graph 2.

0 1 2 3 4 5
0

0.2

0.4

0.6

0.8

1

1.2

1.4

1.6

1.8

DE

IE

EL

ES

FR 

IT 

PT 

UK 

US
f(x) = -0.26x + 1.3
R² = 0.48

TFP (1991-2013) vs Initial Employment Protection

Employment Protection Legislation Score in 1991

Av
er

ag
e 

TF
P 

%
 c

ha
ng

e



6

Even though Graph 2 seems to indicate a negative correlation between labour market
rigidity and TFP growth over the whole 1991-2013 period, we should be aware that most of
reduction in the EPRC indicator measuring Employment Protection Legislation has occurred
only after 2007. In fact, while in the twenty-two years between 1985 and 2007 the average EPL
score of the nine countries considered decreased by only 7.6%, in the six years between 2007
and 2013 it  has decreased by 12.7%. And those were the years with a flat or negative TFP
growth rate!  So, while the EPL score was steadily decreasing for all  countries, so were TFP
growth rates,  which were mostly flat or declining (see Graph 1 above). As it turns out, the
correlation between the initial level of EPL score (in 2007) and the average TPF year-to-year
percentage change for the 2008-2013 period is therefore close to zero (not shown).

A key policy tool was identified in the so-called Active Labour Market Policies (ALMPs)
targeted at improving labour market flexibility, while at the same time tampering the negative
occupational  effects of  the recession.  More flexibility has been translated in an increase in
short-term and fixed-term labour contracts,  temporary and part-time jobs,  as  well  as  self-
employed occupations. And it has also meant less protective labour relations, amounting to less
protection  of  regular  workers  against  individual  dismissal;  looser  regulation  of  temporary
forms of employment and additional, specific requirements for collective dismissals. 

Much of the focus of employment policies – both from the legislative point of view and
from the perspective of  the demand for labour and hiring strategies  of  private and public
companies – has been that of favouring part-time jobs and temporary forms of contracts, so as
to make labour hoarding and dismissal easier along the business cycle. Part-time employment
has boomed in all European countries, the GIPSI making no exception.

Table 2 shows data on full-time and part-time employment for selected years.4 All of the
countries show an increase in total employment figures up to 2008 (with the exclusion of the
US where the peak was in 2007). But from 2009 on, while for all countries total employment
(TE) begins to shrink, part-time employment (PTE) slowly begins to pick up. Between 2007 and
2012 PTE goes from 7.7% of TE to 9.7% in Greece, from 19.8% to 25% in Ireland, from 9.9% to
12.2% in Portugal, from 10.7% to 13.8% in Spain, from 15.2% to 17.8% in Italy, from 13.3% to
13.8% in France, from 22.0% to 22.1% in Germany, from 22.9% to 24.9% in the UK and from
12.6% to 13.4% in the US. It is worth noticing that the higher incidence of part-time work in
Germany and the UK than in most GIPSI countries, with the exception of Ireland, does not seem
to have the same effect on labour productivity and hourly output (they went up in Germany
and down in the UK). If one were to conclude that the better German performance was due to
the larger part-time share of workers, then how to explain the British performance?

4 The data come from the OECD employment database, and are available only up to 2012. Data are generally 
originated from national Labour Force Surveys (LFS).



7

Table 2. Full-time (FTE), Part-time (PTE) and Total Employment (TE)
(Thousand)

1991 1999 2007 2008 2009 2010 2011 2012
Greece (EL) FTE 3379 3626 4150 4183 4109 3984 3705 3385

PTE 249 314 344 358 379 385 366 363
TE 3628 3940 4494 4542 4488 4369 4071 3748

Ireland (IE) FTE 1013 1305 1513 1481 1297 1250 1233 1211
PTE 118 284 375 389 404 414 426 404
TE 1131 1589 1888 1870 1701 1664 1659 1616

Portugal (PT) FTE 4392 4376 4585 4604 4448 4384 4132 3856
PTE 424 454 502 496 472 452 534 537
TE 4816 4830 5087 5100 4921 4835 4666 4393

Spain (ES) FTE 12058 13374 17205 17161 15934 15517 15080 14144
PTE 559 1135 2066 2143 2145 2197 2237 2270
TE 12617 14508 19270 19304 18079 17713 17317 16414

Italy (IT) FTE 19527 18185 19016 19468 19212 19082 19099 18791
PTE 1934 2433 3414 3682 3613 3728 3816 4058
TE 21461 20618 22431 23150 22825 22810 22916 22849

France (FR) FTE 18774 19230 21753 22165 21847 21825 21898 21898
PTE 2569 3277 3334 3290 3363 3431 3439 3491
TE 21343 22507 25087 25455 25210 25256 25336 25389

Germany (DE) FTE 32627 29903 29639 30146 30062 30329 30942 31204
PTE 4380 6186 8350 8396 8409 8409 8794 8858
TE 37007 36089 37989 38541 38471 38738 39737 40062

UK FTE 20638 21005 21805 22005 21383 21192 21319 21411
PTE 5386 6255 6488 6572 6732 6911 6952 7084
TE 26025 27261 28293 28577 28115 28103 28271 28496

US FTE 86502 103131 113414 112835 106879 100531 109144 103347
PTE 14891 15768 16293 16498 17558 15655 15741 15948
TE 101393 118899 129707 129333 124437 116186 124885 119295

What is more striking than the increase in part-time employment is that a lot of it is not
"voluntary",  that  is  it  is  not  chosen by  workers  as  a  form  of  contractual  arrangement  for
personal reasons. The OECD records how many part-timers are "induced" by the companies
they  work  for  to  accept  some  form  of  reduced  work-time  so  as  to  avoid  being  laid  off.
Obviously, a reduced amount of work-time also amounts to a reduced salary. Table 3 illustrates
the data, expressed in terms of share of involuntary part-timers as a percentage of part-time
employment. While such shares were quite low in 1991, they already had increased in 1999 and
were definitely higher in 2007 for all countries with the exception of IE (where PTE was high
anyway). Interestingly enough, what happened after 2007 was to confirm the same tendencies
everywhere. So, an increased use of the forced reduction in the amount of hours worked per
worker and the forced acceptance of part-time contracts for the labour pool was the actual
occupational  response  in  most  countries:  in  2012,  of  all  part-time  workers,  43.64%  were
involuntary in EL, 30.25% in IE, 35.32% in PT, 64.11% in ES, 45.08% in IT. 

Here, the evidence for the GIPSI countries is telling, as we can see how the response was
different in the other countries: in 2012, 28.6% of all part-timers were involuntary in FR, 14.1%
in DE, 16.5% in the UK and only 11.5% in the US. Although it would be easy to conclude, in this
respect, that it is because labour markets are less rigid in the US that there is no such a large
share  of  involuntary  part-timers,  we  should  then  just  look  at  the  UK  or  FR or  DE,  where
markets  are  apparently  more  'rigid'  and  protected  than  in  the  GIPSI  countries  and  yet
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voluntary part-timers are a much smaller fraction of the total. 

Table 3. Share of involuntary part-timers as percentage of part-time employment
1991 1999 2007 2008 2009 2010 2011 2012

Greece 12.55 26.67 27.24 25.64 29.17 32.58 37.44 43.64
Ireland 17.65 8.87 6.35 4.97 15.92 22.75 26.65 30.25
Portugal 9.80 22.87 27.57 28.83 26.45 29.99 32.60 35.32
Spain 21.85 24.15 33.47 35.90 46.79 50.62 57.86 64.11
Italy 10.63 17.67 28.68 30.13 33.98 37.44 40.79 45.08
France 27.81 21.57 28.61 29.45 28.66 29.77 27.99 28.61
Germany 4.73 11.00 18.54 20.05 18.43 18.71 14.59 14.11
UK 7.24 8.85 7.63 8.31 11.61 13.45 16.10 16.53
US NA 5.12 5.46 6.17 8.05 10.93 11.47 11.52

One last feature about part-time employment is the share of "economic short-term" (EST)
work, as defined by the OECD5. Although this is generally a small fraction of total employment,
it has been a significant fraction of PTE, particularly for EL and IT (as well as PT and ES, but
only to a degree) and the US (where 18.5% of PTE was EST in 2007 and it raised to 40% in 2010).
In 2012, 8.5% in IT, 10.7% in EL, 7.6% in PT and 5.6% in ES of all PTE was made of EST workers. 

It is frequently claimed that a flexible workforce has proven to increase productivity and
improve competitiveness. One feature of flexibility in work relations is the  type of contract,
either in terms of duration of the contract – whereby we have short-term and fixed-term work
contracts, as opposed to the standard open-ended contract – or in the type of employer people
work for – like in triangular labour relations such as  agency work – or, finally, in the labour
relation itself – whereby people are not dependent or employees but are self-employed –. All of
these  types  of  contracts  can  be  interpreted  as  flexible  labour  contracts as  opposed  to  the
traditional open-ended labour contract with a direct employer. 

Let us first look at the duration of the contract, by which we can distinguish those who are
permanently employed (with an open-ended contract) from those who are temporarily employed.
As it turns out,  the share of  temporary employment of total  employment has not changed
uniformly across  the  GIPSI  countries  and the  other  major  European economies  in  the  last
decades (Table 4).

Table 4. Share of temporary employment (short-term and fixed-term contracts) over total employment
1991 1999 2007 2008 2009 2010 2011 2012

Greece 14.69 12.86 10.88 11.46 12.09 12.41 11.57 9.97
Ireland 8.25 4.85 8.05 8.45 8.59 9.64 10.23 10.16
Portugal 16.37 18.65 22.36 22.84 22.02 22.99 22.22 20.67
Spain 32.18 32.72 31.66 29.26 25.40 24.91 25.33 23.62
Italy 5.39 9.79 13.21 13.32 12.46 12.76 13.36 13.80
France 10.20 14.01 15.07 14.88 14.31 14.98 15.24 15.19
Germany 10.06 13.08 14.64 14.72 14.54 14.67 14.69 13.85
UK 5.32 6.80 5.85 5.43 5.66 6.11 6.18 6.34

Between 1991 and 2007, temporary employment grew in PT, IT, FR and DE – albeit in

5 According to the OECD definition, "Economic short-time workers comprise workers who are working less than 
usual due to business slack, plant stoppage, or technical reasons".
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different degrees –, while it fell in EL and remained more or less constant in IE and the UK.
From  2008  until  2012  it  kept  changing,  varying  considerably.  There  are  countries  where
temporary contracts are clearly more frequent (PT, ES), countries like IT, FR and DE seem to be
more or less similar, while EL, IE and the UK, especially, make much less use of them. In this
respect, there seems to be no clear pattern and no evident relationship between temporary
employment and economic performance.

A  different  form  of  flexible  labour  relations  comes  also  through  the  use  of  self-
employment forms of work.  Again, the data show a diverse picture (Table 5) with no clear
pattern. While it appears that self-employment is more prevalent among the GIPSI countries
(with EL sticking out), there does not seem to exist a uniform tendency over the last few years.
Between 2007 and 2012, in some countries the share of self-employment has increased slightly
from low values (FR and the UK), in some others it has decreased a bit (PT, IT, DE and the US),
while in the others it has remained more or less constant (GR, IE and ES). The lowest share of
flexible labour is found in the US. 

Table 5. Share of self-employment over total (civilian) employment
1991 1999 2007 2008 2009 2010 2011 2012

Greece 46.86 42.15 35.92 35.08 35.52 35.53 36.34 36.76
Ireland 23.33 19.37 16.73 17.17 17.53 17.12 16.58 16.67
Portugal 30.58 26.96 24.19 24.10 23.83 22.87 21.26 21.86
Spain 25.13 21.27 17.70 17.68 17.02 16.90 16.61 17.64
Italy 23.78 22.61 20.00 19.33 18.49 18.52 18.24 18.26
France 12.68 9.56 8.98 9.00 9.14 9.32 9.53 9.79
Germany 9.79 10.84 12.06 11.71 11.65 11.62 11.73 11.62
UK 14.63 13.23 13.32 13.39 13.56 13.85 13.96 14.63
US 9.02 7.66 7.22 7.02 7.09 7.05 6.83 6.77

In conclusion, putting together the pieces, there is no clear evidence that the market for
flexible  labour  in  general  –  temporary  employment  and  self-employment  –  is  growing
structurally. No evidence shows the growth in the share of flexible labour in two periods, the
pre-crisis period up to 2007, and the recent period of recession 2007-2012. Actually, we may
argue that in most countries the overall share of flexible labour declined during the recession,
as a growth in fixed-term contracts may be offset by a decline in self-employment. The share of
fixed-term contracts – permanent employment – is generally positively correlated with the
extend of employment protection for open-ended contract workers. And yet, it does not seem
to be true – as it is often claimed – that when the recent economic crisis kicked in, the share of
fixed-term contracts declined in most countries. Even though in a number of countries the
post-crisis growth in self-employed workers has even been larger than the pre-crisis growth,
this  does  not  seem  to  be  the  case  for  the  GIPSI  countries  and  the  four  major  economies
considered above. 

4. Conclusions

Total factor productivity in the last 24 years or so has shown a diverging behaviour across
the GIPSI countries  vis-à-vis France, Germany, UK and US and low growth rates have been the
general feature. Low TFP growth rates did not occur only after 2008 but were already there
since the year 2000. And labour productivity growth, particularly after the year 2000 – the Euro
era – has been low for all the GIPSI countries. Thus, many of the features that have dramatically
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surfaced during and after the "crisis" were already there: the productivity slow-down did not
begin in 2008. The growth performances of the more recent past – of the GIPSI countries and
the four major economies – show that the TFP performance alone might have been the result of
several concurring factors, which were all present way before the "crisis".

In all of the GIPSI countries labour flexibility and active labour market policies (ALMPs)
do not appear to have any visible effect on productivity. On the contrary, the share of flexible
occupation (short-term and fixed-term contracts, temporary jobs, self-employed occupations)
seems to be inversely related to public expenditure and employment protection measures and
is  weakly  correlated  with  growth.  At  the  same  time,  flexible  labour  appears  to  be  highly
correlated with wage and income inequality – low-paid and low-income deciles tend to include
most of those in the flexible labour force (see the evidence in Ardeni and Gallegati, 2014).

What  the  simple  data  analysis  reported  here  has  shown is  that  the  low productivity
conundrum of Italy and all of the GIPSI countries – with the possible exception of IE until the
year 2000 – started quite some time ago, as shown in e.g. Saltari and Travaglini (2007, 2009) and
Pini  (2013),  only  to  worsen through the  Great  Recession years.  The greater  labour  market
'rigidity' of the GIPSI countries which purportedly so affected their slow productivity growth
does not appear to have had any particular effect on that performance: it did not drag it back
during the growth years,  it  did not unleash it  during the recession years.  Actually,  higher
labour market flexibility, while greatly affecting work conditions in the labour market, did not
have any pushing effect on productivity growth.
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