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Abstract: This paper treats the links between demographidsaanomics. It shows
how European institutions (like the European Comsiais) and European policies
are slowly but surely taking into account the fumeéatal relationship between
demographics and economics. We demonstrate thes ludsthe productivity gap
between Europe, especially France, and the UnitatesS and explain why we
propose to consider productivity as an indicatoexdlusion. We suggest not using
the GDP per active worker to compare developed tcesn but rather the GDP per
active worker adjusted with the employment ratenifairly, in order to compare
level of wealth, we propose not the GP& capitabut the potential GDPer capita
taking into account the labour effort measuredh®yriumber of hours worked. This
paper also constitutes an appeal for more resealdut the links between
demographics and economic growth, especially abthé existence of a
“demographic multiplier”, considering that develogmb is the result of investment
not only in technology, but also in human capital.

There is no sustainable development without childie fact, the recent
Green Book on demographic change has made Europeedahat, in comparison
with the USA, it has a demographic deficit which likely greater than any
technology gap. In short, all of Europe has disoeddhat there can be no growth
‘without cradles’ and that grey hair will probaldgad to soft growth. Given that the
active population of the new Europe of 25 will dsage by more than 20 million
people between 2010 and 2030, increased immigratdrthe successful integration
of newcomers through more flexible public and fagnpiblicies are vital.
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A taboo topic that evokes past dictatorships inntoes like Spain, Italy and
Germany, family policymaking remains tainted withanservative, rightwing image
even in France. Oddly enough, those who initiatlynpoted family policies just after
the Liberation, Alfred Sauvy, among others, tenttede socialists [1]. At this point
in history, let us hope that the call forEaropean Youth Padrom four leaders
located in Paris, Berlin, Madrid and Stockholm wdlse the entire Old Continent.
In general, if the population is aging from the thgwn, the good news is that we are
living longer; however, if the population is agiftgm the bottom up, we do not have
enough people to replace the existing generatime latter statistic is not fatal but
certainly will impact our future, which already aggps compromised and imbalanced
simply because the next generation will be insigfitin number.

Despite relatively good demographics in comparisoth its neighbours,
France also has a dwindling youth base. A glantkeatigures available proves that
in 1999, there were 2.5 million youths (ages O-fi8yer than in 1975; in other
words, 12.8 million versus 15.3 million! With a fiéity rate hovering around 1.4, the
Europe of tomorrow will have one-third fewer youttien the Europe of today.
There is simply no guarantee that the next germratiill be there to pick up the
baton.

At the European Council in Lisbon in 1990, Europ@ed an ambitious
program to take the lead in the new knowledge $pcien aging Old World felt
reassured about a future populated by grey-haiaggsswith youthful spirits and
innovative minds. That was all well and good, biawif there are no more young
people to take up the torch, to carry on working® Tprojections for 2050 are
dramatic. Italy for example, will lose one-third itg population. Wealth may indeed
require educated citizens, but when there are maigh people, there is no wealth or
future!

No Sustainable Development without Children

What would the ecologists say if the fertility ratbwhales had shrunk over
the past twenty years to less than half the level renewal? As good
environmentalists, they would appeal to public amnin resolving this planetary
ecological disaster. Yet this is exactly what igening in Northern Italy and
Catalonia, where the fertility rate has been fgllfar the past twenty years to arrive
at fewer than one child per woman. Obviously thecgs is far from going
extinction, but cultural variety is being threatdné&onically it was in the name of
variety that ecologists did oppose plans to pugaway through the Bercée forest in
France. Part of their logic was to save a spedigdum-eating beetles. Sustainable
development keeps the future alive for generatiorcome, yet we seem to focus on
bugs and whales while forgetting about people!

The principle of precaution should be applied toreenics as well as society,
especially when we consider the troubling correfatbetween economic growth
(recession) and demographic dynamics (regressidhge causal relationship is not
proved, but when in doubt, as in ecology, we shandourage research. In the
meantime, we should operate as if demographicityitalere the first condition
required in sustainable development. As of 198@é, Brundtland Report defined
Sustainable Development as that which meets thelsneé the present without
compromising the ability of future generations t@en their needs (Brundtland,



1987). Of course without those future generatisnstainable development becomes
a moot point. The risk of a demographic implosiorEurope should be ecologists’
first concern. Some “green fundamentalists” mapsoder the extinction of the
White Westernerréad polluter and waster) is good news for nature. Aghumans
as a species are not threatened, but Europe’ssalulariety is. This cultural variety
which constitutes Europe’s identity deserves t@iteserved in its historical biotope.
It seems paradoxical to promote the conservatiomplaft or animal species yet
forget mankind in the struggle for an open, cultyraaried future. One day the
“politically correct movement” will realize that weeed to protect not only whales
but also people.

Overall, Europe should open its borders to immitgan a more selective
way, similar to the American system, and use marsitpe public and family
policies to ensure integration in the host societguccessful integration comes
through the national school system where nativerfobildren and newcomers mix;
hence the need for more children, a higher birtd i@ Europe. The Public Opinion
Analysis sector of the European Commission has shitvat one out of every two
women would like another child, but juggling workdafamily life make it too
difficult (European Commission, 2002). Aging frorhoae is great news for those
Europeans living longer and in good health. Itdmes a problem when there is no
next generation, no one to take up the torch. i¢aly aging from the bottom of the
age pyramid that we must avoid. Again, what gaosgaving the whales if there are
no children to see them and no children to usésatiest supercomputers?

Refusal to See the Link between Economic Growth anBemographics

Alfred Sauvy (1980) decried people’s “refusal tae’s¢he reality of not
renewing the generations and economic developrhahignored future generations;
in other words, that which is contrary to the vedgfinition of sustainable
development. Intergenerational solidarity does matan making the young pay
systematically for their elders’ poor managemerd &tk of foresight. If seniors
have retirement problems, one reason is that tlaelyféwer children. This follows
the Sauvy “theorem”: “today’s children determinentmrow’s retirement”. In fact,
the increase in dependency rates which threatensebrtement programs may stem
from an increase in the numerator (a higher nurobegtired people) as well as from
the denominator (number of taxpayers, for examfole demographic reasons, but
also a result of Malthusian choices regarding sshiworking, women’s working,
etc.). It should not be up to future generatianpay off the public debt accumulated
by their forefathers. Gerard Calot (2002) in hiteilectual testament reminds us all
that “a drop in the birth rate for a country is equalléss investment for a company.
For a certain period of time there is a benefit: naore comfortable financial
situation. This comes, however, at the cost abgerproblems later on. Family
policymaking is a long-term investment. [...] A loertifity rate is met more
favourably by all the actors in a society, fewerueational expenses, fewer
interruptions in women’s careers, more money avddan each household.

Contemporary political leaders know that a dwinglipouth base in the
population is a serious matter but they prefervimidathe topic in the short-term as
bad news and calls major efforts will not win thamy votes. Occasionally they do
say out loud what they are really thinking. Thisswhe case of Frangois Mitterrand



(1988) who wrote ofd France poor in children in an even poorer Eurbda 1994,
Jacques Chirac commented that the drop in the fatéhis the virus that will attack
our competitiveness. Alain Juppé (2000) did use e¢Rpression “demographic
suicide” but never mentioned it again. In generaérything goes on as if we want to
avoid admitting consciously or unconsciously thafession of something better left
unsaid.

Europe’s leaders are, however, well aware of thenpmenon of aging from
the top down. They know that our health and reteéeimsystems must undergo
painful reforms. The state must ensure funding lellavailable for those over 80, a
segment of the population that will double in Fray the year 2035 to surpass 6
million people! People often object by saying tblt age has been redefined since
1680 when Pierre de Richelet stated in his dictiptiaat “A man is called old from
age 40 to age 70Perhaps we can live “young”, healthy and indefsaTi up to age
80. Unfortunately beyond 85, most people are mgdo independent. We might be
able to extend the deadlines, but the youngeretisiztill active in the workforce will
be fewer and paying more to maintain their seniors.

Therein lies the rub. How long will the active mesmdb of society agree to
keep paying ever-increasing sums to retirees who approximately one-third of the
overall heritage, who are paying one-third whatythentribute to health insurance
yet use the medical system the most? All that wathmentioning various reduced
fares and discounts granted to seniors... How caprammote family policy without
clashing with the “grey power” lobby? In an agingirgpe at the turn of the
millennium, young people became a minority. Whdifference from 1968 when the
under-20 segment of the population was double dhahe over-60 segment! In
2050, the ratio might be inverted!

The Turning Point of October 29, 2004: the EuropearYouth Pact

For thirty years the topic of youth never appearedhe agenda of European
summits of heads of states. The same silence waferdeg at the Parliament in
Strasbourg. Only when Sweden took over the EU geasly in 2001 was the taboo
issue addressed clearly. To paraphrase the Swidekyw European birthrate has
negative effects on economic growth and, therefpresperity. The State must
intervene so that people may manage their profieakiand personal lives better.
Germany, a country with more coffins than cradlegghtr now, recently had an
interesting cover on the populBrer Spiegelmagazine. The image was one of a
couple with two children and a third child outlinedly. Obviously the demographic
iIssue is part of theeitgeistthere. Chancellor Gerhard Schrdder has just lsetheim
ambitious program promising parents greater daycgtons by the year 2010
(CNAF, 2004). In 2001, he even had a long articlea Mondedescribing the family
as essential to the future (Schroder, 2001).

The negative economic situation familiar to EU dos since 2002 has not
made broadcasting the demographic message any.€lsgetransition to the Euro
and the Enlargement to 25 countries took the gputliOnce the referendum on the
European Constitution is over, we hope that thennsaue in Europe will not be the
so-called technology gap with the USA but the deraphic gap. The shift in focus
is not that great as the USA remains the countngfarence. If demographics do top
the agenda, the joint letter of October 29, 200gnexd by President Chirac, then



Chancellor Schroder, President Zapatero and Prinmestdr Goran Persson, will
mark the end of th©mertaon population growth that has reigned in Europeaip
now [2]. This letter went unnoticed in France andswpointed out by &ime
Magazinereader (Graff, 2004).

At the February 17, 2005 inauguration of the Highu@cil on Population and
the Family Haut Conseil de la Population et de la Fam)jijlever which he presides,
Jacques Chirac referred at length to this lettdrtarEurope’s need to meet the goals
set in Lisbon (activity, employment, technology draining) through what he called
“a European pact for youth”. Our greying continamist not forget its young people
by worrying only about health, retirement, and alge security. Europe must enable
young people to find their place in the labour éoand society at large, e.g., through
housing programs and alsa@dmmit to new programs that support European
demographics and improve the balance among persdaalily and professional
lives so that couples may have as many childreheswish.

France could not take on the initiative all alofibe French policy, which
historically promoted a strong birth rate, was meeppreciated much by its
neighbours who feared nationalistic dreams of ggandOn the other hand, if
France’s neighbours asked themselves the sameaquesieir answer would be no
different. France has an important role to playdose of its healthy demographics
and its relatively unique model of family policymadg which may provide food for
thought. Of course this model is not perfect and ilba improved by integrating
policy from other countries trying to reconcile filgmand professional obligations. It
is worth mentioning that the French school of deraphjics and statistics is one of
France’s rare centres of excellence. We should smkeantage of this position to
make a diagnosis and then credible proposals smtlaiter.

The March 2005 Good News: Europe Confronts the Dengpaphic
Challenge

The European Union has decided to confront thdexingeé highlighted by the
Wim Kok report (2004). In its March 2005 Green Bpttke Commission urgently
insists that the Lisbon Strategy be put into efféeztropean Commission, 2005). The
emphasis should be on the following:

— Policies that target greater participation in tlod jmarket for young
people, women and seniors, innovation and greatetlugtivity ;

— Innovative measures to support a higher birthrak @ntrolled use of
immigration to create new investment opportunitiesyease consumption and the
creation of wealth ;

— Reinforcement of solidarity between generationsufjh the distribution
of the fruits of growth, through some balance ia tlare of the very elderly, through
the distribution of financing needs related to gwrial security and retirement
programs ;

— Promotion of a new organization of the worked dmeldefinition of life-
long training policies.

The European Union intends to develop a broad-bagptbach to the active
lifecycle thus facilitating new transitions betwesmye brackets over time. The issues



brought together in the Green Book will be discdsaea conference in July 2005.
They will certainly have an impact on the Europ&auth Pact. The Commission
has put children and families at the very heartnefasures taken to find ways to
growth. In the end, we must ask two simple questiéwhat value do we attach to
children? Do we want to give families, whateverirtistructure, their due place in

European society?

High and Low Demographic Pressures

Developed countries possess over two-thirds ofwbdd’s wealth whereas
they account for less than one-fifth of the worldgpulation. In 2025 their share in
the world’s wealth will have decreased slightly éopopulation reduced by 16% of
the total (Population Reference Bureau, 2004).dfoensider certain hot spots in the
Middle East, we see that Israel will increase igyation from 6 to 9 million by
then, followed closely by the Palestinian terrigsriwhich will have doubled from 3
to 6 million. At the same time, Iraq will balloonoi 25 to 45 million; Syria, from
17 to 28 million. Obviously today’s hot spots ottgmtial conflict zones are not being
depopulated. It would seem that war stimulatedlitgtt

Among developed countries, the United States pesvitie exception to the
rule and continues to expand. The American popiatias increased by 80% since
1950 and will grow by approximately 40% by 2050.that year it will surpass the
Europe of Fifteen by 20%, despite the fact that960 the American population was
less than half the European (United Nations, 2004).

Still, among developed nations such as Russia, Bhstern European
countries and Japan will experience a demograptuate®n even more devastating
than that of the European Union. For the period02@® 2025, the American
demographic trend (increase of 66 million) will fgperior in absolute value to that
of Brazil (increase of 54 million) or the Indonésidincrease of 55 million) and
opposite to the Japanese (decrease of 2 milliod)the Russian (decrease of 17
million).

The Japanese population will fall from 127 to 128iom in 2025 and then to
112 million in 2050. The active population will dease by 2 million between the
years 2000 and 2005. This decrease will continug&zynillion more between 2005
and 2025. During the same period the number aferi8 over age 65 will explode,
thus marking an increase from 25 million to 36 ol What kind of economic crisis
will hit this country as it risks losing around 158bits population by 2050? Japan
entered an economic crisis as the 1990s begamoyemne has connected this to
accelerated aging [3]. The recent upswing in thgadase economy is basically
explained by an incredible leap in the Chinese dwna

Western Europe has at least caught a glimpse ofuitge. In 2025, the
“Fifteen” will have almost the same number of intaits as in 2000 (378 million).

France as a driving force in European Demographics

With a fertility rate hovering around 1.9, Frandeosld be proud to come
second to Ireland, the EU fertility champion in 20(Bardon, 2004). Without the



French natural “surplus” of 210,000 people, theifggof the European Union (with
15 members) might be 73% less.

France boasts of its growing population and, indeeitl see an increase of 4
million by 2025. In fact, France is rightfully prauo have had more births than the
reunited Germany since the year 2000, especiallyaamany had double the French
rate in 1939. Germany will lose one million citizenver the next 25 years and
currently has a deficit of 120,000 births compatedhe number of deaths in its
population (Sardon, 2004).

Yet France should also be concerned, even alarbnyeds main neighbours
who are also its main clients. Through immigratamd the amnesty offered illegal
migrants over the past few years, Spain will se@dpulation rise by 4 million rather
than drop by 3 million. Similarly, Italy’s populah will decrease by only 1 million
rather than the 3 million projected in 2004, anerall, the perspective for Great
Britain resembles that of France.

In this context, the positive migratory balanceowgér one million people is
what boosted the Europe of Fifteen’s populationisties. Indeed annual net flows
exceeded 200,000 for Germany, Spain and Italy,0D80for Great Britain (Sardon,
2004).

Graph 1 — The Demographic Implosion of the Europe foFifteen (1960- 2050, in millions)
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The demographic decline in Europe has long beeratgd. In fact, the UN
even published a provocative report in 2000 whionoainced a decrease of 40
million inhabitants by the year 2050. The same repoderscored the necessity of
bringing several hundred million immigrants to ctaract the effects of an aging
population. Naturally such simple mathematics cammedict. Nonetheless, without



immigration, there will be fewer active citizensaélable to ensure the production of
wealth. When OECD experts considered the impactarofaging population on
economic growth, they calculated that as of 2000,average income per inhabitant
would rise less than half as fast as it did on ageiin the past.

The EU should not count on Eastern Europe eitlh&pdpulation will shrink
like that of Japan. Russian will drop from 147 il to 129; the Ukraine will fall
from 49 to 37 million and even the very CatholiddPal will decrease by 1,6 million
inhabitants between 2000 and 2025. Beyond figuresbsolute values, we can see
that it is aging from the top down (more old ped@ad aging from the bottom up
(fewer youths) that will affect productivity, enfneneurial and competitively. Our
Old World will really deserve its clichéd name sbaém this context, immigration
appears necessary, but problems arise when theonesws are concentrated in a few
megacities where tension and urban apartheid beemtnenched. We know that the
integration of Islamic populations is not as easyhat of migrants from elsewhere in
Europe. The East, which is draining out, is noteaervoir. Perhaps we should
consider the potential of Latin America, where plogulation will rise by some 140
million by 2025.

In the meantime, the proximity of high- and low$sare zones translates to
migratory flows. Europe receives a growing numhben@wv immigrants annually. In
2002, 1.3 million came: some 350,000 for Italy, 280 for Spain [4] and 220,000
for Germany, and the United Kingdom follows with01@00 while Portugal takes in
70,000 (Sardon, 2004). Some 50,000 additional doeis were arriving in France —
officially — every year. That figure has now beeoutlled to 100,000, but given
illegal immigration and occasional amnesties, tamber is likely closer to 150,000
or 200,000, as seen in the nearest neighbouringnsat

These flows should increase tremendously, giveratk of labour available
in the rich yet aging North and the plentiful, yguyet unemployed population in the
poor South. There are already more youths under28ge Algeria than in France
(15 million) and this is twice the Egyptian figur€éhe 8.5 million Spaniards under
age 20 contrast sharply with their 14 million carparts in Morocco. Who would
not be tempted by the El Dorado of a job in thetNowhere there are not enough
hands and heads?

As a solution, immigration raises several questiamsly asked because they
are simply too delicate politically. The first qties involves selective immigration.
This implies quotas according to origin and praof@ssNorth America, Great Britain
and certain Nordic countries use this system. @tHie France, take in those who
reach the national territory. As a result, two-dkirof the immigrants who get to
France have no more than high school or “lyceuméli@hereas these categories are
only 30% and 22%, for Great Britain and the USApessively (OECD, 2001). The
second question involves the reception and integratf foreigners. Thdaissez-
faire in this area leads to new situations, includinguaope of urban apartheid and
ghettoization where the living conditions degererahd the original inhabitants
leave (Maurin, 2004). The third question raisesisiseie of developmental ethics. In
other words, do we have the right to loot the huroapital of poor countries by



attracting their best and brightest to our shofesing the last question in this way
leads us to a negative realization: those countviksiot develop with this approach.

The aging active population will have an especialyiceable impact on the
European Union during the period from 2005 to 20B0fact, between 2010 and
2030, the number of workers aged 25 to 54 coulg dnp 25 million, and even 45
million between now and 2050. There will not b@egh young replacements in the
labour force between the ages of 15 and 24 eitbeause their numbers will fall by
approximately 7 million between 2010 and 2030. Thenber of older active
workers (55 to 64) will have to rise; however, tivall not be enough to make up for
previous population deficits as their numbers witirease by fewer than 9 million
over the same period. This perspective of a dwigdhctive population in Europe
heralds shortages in manpower in the least popnaides and reinforces the need for
selective immigration.

Graph 2 — Population Changes by Age Bracket in theurope of 25
(variation 2005-2050, in millions)
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Graph 3 — The Aging of the Population by Age Brackiein the Europe of 25
(variation 2005-2050, in millions)
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Meanwhile, the ranks of young retirees, or seré@r&urostat calls them, will
swell by more than 20 million. Elderly people, tthae those over age 80, will rise in
number by an additional 30 million. The issuerafapendence and guardianship, as
well as intergenerational solidarity, will certaintome to the forefront given that
these generations are more numerous yet had féweren than did their parents.

The Multiplier Effects of Demographics

At the Commission in Brussels and most other irdgomal and national
bodies, the link between growth and demographicarily ever discussed. Reports
on technology, innovation, and competitiveness abdpthowever, Man is considered
little more than human capital to be trained. Pe@pk viewed as an investment or a
long-term growth factor. Demography is treated oa$yaging from the top down
with the subsequent problems created by retirempension plans, health spending,
and dependency on the state, but almost nevernstef the consequences of aging
from the bottom up, in other words, the effectsgoowth and the position of Europe
on the world stage. Even the ambitious Lisbon stpafor growth and employment
relies essentially on information technology andgrawth economy to ensure
Europe’s future and power on the international sagith a horizon line of 2010. Yet
at the halfway point, the recent report by Wim Kokuses on a knowledge-based
society and sustainable development for an enlai@wpe. There is one new
element: one page devoted to the aging of Europés @reying Europe could
decrease the EU’s potential growth by one point ¢(a¥%er than 2%) from now to
the year 2040; however no mention whatsoever isentdcdEuropean demographic
developments in contrast with American trends ¢bart 1). This omission is all the
more glaring as such comparisons are systematitenims of research efforts,
innovation and productivity figures.
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Chart 1 - Comparative Demographic Developments of adic regions
(1950- 2050, in millions)

1950 2000 2050

United States 158 284 395
European Union (15) 295 378 335

Japan 84 127 112

Source: United Nations, 2004, Population Divisiénhe Department of Economic and Social Affairs
of the United Nations Secretariat, World Populatynspects: The 2004 Revision

As Alfred Sauvy used to say, economists refuseew® the link between
demographics and economic growth so they fail b ite Yet post-war prosperity
and the baby-boom that went hand in hand with theedAcan economic miracle
likely stemmed from strong demographics. For somenty years, the American
fertility rate has been 2.1 children per woman wer&.5 in the Europe of Fifteen.
The American population also experienced major atayy influxes which continue.
Comparing the European and American rates regaiteshnique that explains long-
term differences. We have to wonder if a “demogm@phultiplier” effect is not
involved. This hypothesis could not be developdly fwrithin the framework of this
paper [5],but some research tends to highlight this relabign¢Doliger, 2003). If
tested, we could understand why growth and espgaains in productivity from
the 1950s and 1960s were on average double thdieof980s and 1990s even
though these last two decades saw more technolagivances which theoretically
yield gains in output.

This last point is not ignored by economists, wiwiags refer to the famous
Solow Paradox about seeing computers everywhecepéin productivity statistics!
With the new economy, the question seemed answirediSA undergoing a period
of strong economic growth with (apparent) produttigains far above Europe’s.
Obvious proof of Europe’s technological lagging? Wwy wonder about this
explanation now that past statistics are validated well-known. For example, in
the 1980s, GDP growth per active worker was confpp@aran both zones at
approximately 1.7%, with a slight European advamtddpowever, the initial results
for the period from 2000 to 2004 reveal a clear-giiterence between the USA
whose apparent productivity seems to rise at o%eraknually and the Europe of
Fifteen whose rate is under 1%. The question bege tasked: Is this difference due
to the technology gap or the demographic gap? Wefqth the demographic
hypothesis. The demographic factor now plays aroeténg role as the gap is
widening more than ever.

The entire population is not active, but the nundfdnours worked basically
explains away the difference in productivity leveienericans work 46% more than
the French on an annual basis. Yet if they are wngrkthen there must be a real
demand to be met. Indeed, perhaps the demand megréhere because of
demographic expansion.

If we reject the hypothesis of independence betwikertwo variables (GDP
per capitaand Demographic Growth), then we can suggest ahypwthesis, that of
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a demographic multiplier which might be at the rawt the major gains in
productivity made in the US and not in Europe.

Economists usually explain growth with three fastand reference to the
famous Cobb-Douglas production function. The fetare capital, work and
technological progress. We know that productivéythhe remainder of additional
growth which cannot be explained by the increasgraduction factors (capital and
labour). For lack of anything better, we attribthés increase in growth in the GDP
per active worker to progress in information tedbgg. In sum, it is a positive way
of naming an unexplained remainder.

GDP growth depends upon two factors: GDP per aciworker and the
number of active workers. The increase in the r&iioP per active worker is more
significant in the USA than in Europe since the 18@3%. Yet how can we explain the
productivity and economic growth of the 1960s —rappmately double that of the
90s on both sides of the Atlantic — when there wereomputers?

It turns out that the variation in the GDP per\ativorker is more important
since the number of active workers and the numibgolo openings increase in a
growing population. Technological progress, traniand economies of scale
combine to lower unit costs and improve qualitypther words, the added value is
greater, or the GDP per active worker. The mulipkffect in demographics still
plays a role in the United States, albeit a lesser than in the 1960s, but not in a
greying Europe. As mentioned, most economists failsee the demographic
multiplier because they simply do not look for Ytet this hypothesis has revealed
more on the gap between a rising GDP per capitaerdS and Europe in the 1990s
than did the so-called lag in communication andrmiation technology. Long-term
growth in developed countries is regulated by demolyy. The real issue for
companies is market openings. Europe buys 91% af #Wance produces. Consider,
however, the fact that the European population stdgnate by 2050. Furthermore,
Eastern European countries will see a decreasevef 20 million, while the
American population will continue growing to addrs® 65 million more people. If
we continue moving east, we can explain Japan’s@oa downturn in the 1990s
by referring to a population aging more quickly.

According to the demographic multiplier hypothesislemographic
differences may explain the spread between develgpentries in terms of job
creation over the past 25 years [6]. The fact gjuaditatively young people learn new
technologies easily certainly adds to the multipbéfect. In a comparative study
based on an endogenous growth model, Baudry andnG{2000) showed how
countries with solid demographic growth had a maoapid spread of modern
technology and created more jobs. A test carried amu 18 OECD countries
highlights a positive, significant correlation betwm demographic growth and
employment from 1975 to 1999, the very period whew information technologies
were spreading.

Anyone clinging to the single-variable method aetusing to see the link
between economic growth and demographic dynamigslditonsider the following
question: how can you explain the high and rigirgductivity of the USA, which is
attributed to computer and information technologggd the abysmal drop in their
foreign trade deficit (500 million dollars in 20®4)Remember that this all occurred

-12 -



with a weak American dollar! Obviously the time lzasne to reconsider the concept
of productivity and to destroy the myth which leass to forget the essential —
without human capital any growth is limited for kaaf new blood.

Chart 2 — Evolution of Population and Employment béween 1975 and 2000

Evolution of Evolution of
o Change Change
population (ir . employment .
o in % . L in %
million) (in million)
United States 60 28 49 57
Japan 15 13 12 23
Main european countries * 20 7 12 11

Source: Eurostat
* France, Germany, Italy, Spain and United Kingdom

With the current fertility rate hovering at 1.5norrow’s Europe will have
generations of young workers which are one-thirdlgnthan today’s. Plummeting
birthrates in a country resemble decreased invegsne a corporation. For a while,
the company benefits financially only to pay thécerlater and the consequences
may be costly. Government policymaking on familguiss is really a long-term
investment.

European countries are like orchards full of trefser a fruitful life of 40
years, the grove matured without anyone havingtethmew seeds. If we are to
invest and consume, we need to have faith in theduand should prepare ourselves.
Unfortunately, these are characteristics that tertzk lost with age.

What underlies the dynamics of economics and deapbges may be
considered the same: a zest for life that is ex@e# an economic initiative and the
rearing of children. The corporate spirit is clgselated to the family spirit! You
can understand the impact of aging on corporaiioisance if you remember that in
2002, 40% of all entrepreneurs were 25 to 34 yelarand two-thirds were under 44.
Those over 55 represented only 8% of entreprenBetsveen 2000 and 2025, those
under age 30 will continue to decrease in numberthsi the group at the peak of its
productive life (age 30-49) that will plummet bys Imillion. This fact is all the more
shocking when you realize that the same group nagrgby 4.5 million during the
previous 25-year period.

An aging Europe and a demographic implosion inapertarge countries
paint a picture of grey hair and soft growth. Theit be serious tension regarding
the labour market and retirement. This will intépsgiven our collective illusions
about the jobs of the future. We should brace dwesefor a shortage of young
professionals in manual labour and the serviceosedthere will also be new
territorial divides accentuated by population moeets and unequal development of
infrastructure. The knowledge society is all watldagood as long as it does not
break the backs of workers over 55 who are theerarof that human capital.
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Another thing would be to ensure that childrendiming primary school can
read, write and count properly. Finland managethéet this challenge, so why not
the rest of us?

Knowledge-Based Society and Innovation: Beware Thoological Mirages!

Europe became fascinated by the concept of the lkig®@-based economy or society at the
Lisbon Summit in 2000. In fact the fifteen membefsthe European Union set themselves the
objective of international leadership in this nemowledge society. In other words, an aging Old
World reassured itself that the future would bepafed by grey-haired sages with youthful spirits
who were champions of innovation. After the infation society of the 1980s, the new economy of
the 1990s, those still mesmerized by the miragaeohnology launched a new concept: the
knowledge-based society. Some might considersit gmother new label for what amounts to mpre
or less the same thing. Knowledge society, knogdeldased economy, Knowledge Management
(KM)... all these concepts remain fashionable in bess and in the management departments of
academia (Pesqueux, Durance, 2004). Yes, theyabflitorporations to ‘learn’ has become a key
factor in competitiveness, but companies develomfcontrary practices; i.e., urgency and reactiyity
outweigh anticipation and any project.

Computerized pollution brought to you by the Intgris not enough. More than ever, gne
must learn to separate the wheat from the chaffe downsizing or laying-off of workers over age
55, workers who are the carriers of human capital popular term, provide ample proof of what is
really happening today. Knowledge Management reguinanaging the knowledge of people which
implies respecting rather than rejecting those [geop

Knowledge does drive innovation, but that is ncsogato pursue the mirage of technolggy
and high-priced R&D. Moreover, innovation is notyotechnological but also commercial, financjal
and organizational. Although important, technolagannot constitute the essence of innovatjon.
Let’s stop considering R&D expenses as the mairefubindicator for the future. What counts mare
than the money is the efficiency? International pansons show that the most successful companies
in a sector are those with average R&D efforts,chetower expenses. The same applies to States.
Smaller countries make a smaller R&D effort thagéaones but enjoy higher GDP growth.

Differences in Economic Growth: 80% Due to Populabn

From 1980 to 2003, the American population incrdalsg 28% while the
European population rose by less than 10% [7]. iguthat same period, the gap
between the two populations widened. Compared tofgey the rate of demographic
growth in the USA was three times higher in the @98&our times higher in the
1990s and five times higher in the earlier yearghefnew millennium (cf. chart 3).
This gap of 0.7, 0.9 and 0.8 of a point reveale@uivalent differential in economic
growth.

Overall France does stand out. Its annual populagrowth was lower only
by half the American rate from 2000 to 2003. Thaterhas been higher than that of
other European countries since the 1980s with xbepion of Ireland, Luxembourg
and the Netherlands. The difference between Framcke America was .4 in the
1980s; .8 in the 1990s; .5 in the early 2000s. Umpge and Japan, GDP growth was
higher in the eighties than in the nineties; t$at2.4% versus 2.2%; 3.9% versus
1.5%. For those two decades, the American GDP ¢roate was one point higher
than the European. Why? The explanation is esdigntiamographic because the
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gap in terms of GDP growth per capita is only .ghler than the European rate

during the same timeframe.

Graph 4 — Difference in GDP Growth per Capita and m the Population

between 1960 and 2003
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Source: Rexecode, 2004. For example, in Francerthaal average growth per capita

and the population are lower by 2.5 and 0.5 regpdygtin the period from1973 to
2003 compared to the period 1960-1973. The regneskies not take into account

Japan, where demographic decline has meant ecompavi¢h.

During the 1990s, GDP growth in France was eitligragto the European
average or below it. This result is insufficienten France’s better demographic
dynamics. For example, the French GDP per cap#a W3 lower than the EU
average during the 1990s. Here Spain and GrettiBovertook France with a GDP
growth per capita rate 0.6 higher annually overgast quarter century. Great Britain
actually surpassed France in 2002. Of course, wetvaovell upon the American
GDP per capita which is now 30% higher than Fracehe difference was 20% in

1980.
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Chart 3 — Population, GDP, GDP per Capita, GDP peActive Worker

(Annual Growth Rate over the period)

Population GDP (1) GDP per capita (1) GDP per active arker (1)

80/90 90/2000 2000/2003 80/90 90/2000 2000/2003 80/90(080/22000/2003 80/90 90/2000 2000/2003
United States 0,9 1,2 1,0 3,3 3,3 1,9 2,3 2,0 0,9 14 1,8 1,7
Europe (EU15) 0,3 0,3 0,2 2,4 2,2 1.2 2,1 1,8 1,0 1,9 1,6 0,5
Japan 0,6 0,3 0,2 3,9 15 0,8 3,4 1,2 0,7 2,7 1,1 15
France 0,5 0,4 0,5 25 1,9 1,2 1,9 15 0,7 2,2 1.2 0,6
Germany (2) 0,1 0,3 0,1 2,3 1,9 0,3 2,2 1,6 0,2 1,8 1,6 0,6
United Kingdom 0,2 0,3 0,2 2,6 2,4 2,1 2,5 2,1 19 1,9 2,2 1,3
Italy 0,1 0,1 (0,1) 2,3 1,6 0,8 2,2 1.4 0,9 2,1 1,7 (0,7
Spain 0,5 0,4 0,3 2,9 2,7 2,6 2,5 2,3 2,3 2,1 0,9 0,2
Portugal 0,1 0,1 0,2 3,0 2,8 0,3 2,8 2,6 0,2 15 1,8 0,1
Irlande 0,3 0,8 12 3,6 7,2 5,6 3,2 6,3 4.4 3,5 3,3 3,7
Netherlands 0,6 0,6 0,5 2,2 2,9 0,4 1,7 2,3 0,2 1.4 0,8 (0,5)
Belgique 0,1 0,3 0,2 2,0 2,2 0,8 1,9 1,9 0,6 1,8 15 0,6
Luxembourg 0,4 1,4 1.4 5,0 5,5 1,4 4,6 4,0 0,1 4,2 4,2 (0,3)
Suede 0,3 0,3 0,1 2,2 2,0 15 1,9 1,6 15 1,6 2,8 0,9
Denmark 0,0 0,3 0,3 1,9 2,3 1,0 1,9 2,0 0,8 1,0 2,1 1,1

(1) in 1999 purchasing power parity

(2) reunified Germany

Source: Rexecode, 2004
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If France falls behind in its standard of liviag-a-visits main partners, with
the exception of Germany, the reason is not denpbggabut rather the fact the
French boast the lowest number of hours worked gagiita among developed
nations.

Before going into further detail, the main messea@e be summed up already:
the “population growth” variable seems to explab¥®8of the differences in GDP
growth in Europe and the USA over the past tweivg-years. The remaining gap of
0.2 growth in the GDP per capita may be explaingdsdveral factors: improved
efficiency, accumulation of capital, greater numbé&hours workedoer capitg in
other words, multiplier effects of the final demahrbught by this demographic
dynamic. Generally economists focus their analysisapparent productivity of
labour, which is a consequence of technologicahgbhgan exogenous variable) and
the process of accumulation of capital. They rethie to growth in the GDP. The
apparent productivity rate is measured by a vamain the GDP per active member
of the labour force. We can do the same type ofaese and align the gaps in GDP
growth per capita and variation in population (&eotexogenous variable) over two
long periods, 1960-1973 and 1973-2003 (see Graphithe correlation appears just
as great. The Irish position would seem less exréwe saw the income per capita
(after transfers) and not only the GDP per capita.

Differences in Wealth Produced: Result of Labour Brce Size

We will show how this weak French performance mayetplained by an
overly low employment rate and by active workershvaxcellent productivity. The
fact that the French worker has a productivity redenparable to the American
simply cannot make up for less working time. Therage American works 25%
more than the average French, Japanese, Spanisficaadesser degree) English
worker.

Chart 4 — Total Number of Hours Worked Per Capita and Per Active Worker
in 1980 and in 2003

Total Number
Hours Worked per
Active Worker

Total Number Hours
Worked per Capita

1980 2003 1980 2003
United States 814 872 1817 1792
Europe (EU15) 760 698 1766 1588
Japan 1063 919 2121 1801
France 718 597 1743 1431
Germany 955 671 1738 1446
United Kingdom 786 792 1769 1673
Italy 637 613 1698 1591
Spain 642 736 2 003 1800
Netherlands 660 669 1613 1354
Denmark 781 755 1606 1475

Source: OECD, 2004
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Almost everywhere the total number of hours worked capita has dropped.
Obviously a decrease in the number of active waetkemployment rate and work
period makes for a powerful mix. The only countgesviding an exception to this
rule are Spain, the United Kingdom, the USA, anel etherlands. In these four
countries, the number of hours per worker staliline rose as of 1980. The same
countries saw their unemployment rate drop sigaifily in the 1990s.

Chart 5 — Number of Equivalent Days Worked per Capia or per Active Worker
in 1980 and in 2003 (7-hour workday)

Number of Number of
Equivalent Days Equivalent Days
Worked per Worked per
Capita Active Worker
1980 2003 1980 2003
United States 116 125 260 256
Europe (EU15) 109 100 252 227
Japan 152 131 303 257
France 103 85 249 204
Germany 136 96 248 207
United Kingdom 112 113 253 239
Italy 91 88 243 227
Spain 92 105 286 257
Netherlands 94 96 230 193
Denmark 112 108 229 211

Source: OECD, 2004

France is by far the country with the lowest numbghours worked per
inhabitant on an annual basis. Consider 597 hou)03 in France versus 671 in
Germany, 736 in Spain, 792 in Great Britain and /ke United States.

On average, the Americans work 46% more that trendfr, whereas the
Germans work 12% more, the Spaniards 23% more lamdEnglish 32% more.
Consider also the difference in the GDP per cgpit2003) expressed in US dollars:
$34,900 in America versus $24,379 in France.

The gap is more or less 43%, but the message tsthiadifference in
standard of living (in purchasing power parity) asrirom the low number of hours
worked and not from the productivity of the worker.

There is a second message here: given that thelgbioms listed have
comparable productivity levels, the wealth produped capital depends first of all
on the number of hours worked.

From this point of view, France is far below itstgmial. Despite a
systematically greater increase in its populatiorcomparison with the rest of the
EU, France lags behind in terms of GDP growth pgita. If there is a demographic
multiplier effect, France is certainly not takingvantage of it.

The French are satisfied with the EU average in @Gpéwth in terms of
volume, in other words, a rate much lower than e¢hebo surpass France by using
their labour force more intensely.
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Chart 6 — Total Number of Hours Worked per Capita and per Active Worker
in 2003, base 100 France

Hours Hours
Worked per Workgd per

Capita Active

Worker
United States 146 125
Europe (EU15) 117 111
Japan 154 126
France 100 100
Germany 112 101
United Kingdom 133 117
Italy 103 111
Spain 123 126
Netherlands 112 95
Denmark 12€ 10z

Source: OECD, 2004

Question: What would the French standard of livionggif the French worked
as much as the Americans? Answer: 8,000 € petaapore

The wealth produced per capita expressed in terfings standard of living
depends on the number of hours worked per persohenhourly productivity rate.
What would the GDP be in France and in Europeantci@s if Europeans worked as
much as Americans to change the potential gap enGBP per capita rate? This
standard of living could be reached if the Frenarked as much as the Americans
did back in 1980.

Let us try calculating the GDP per capita using wtiplier as a coefficient.
This ‘multiplier’ corresponds to the number of heuvorked per person in the USA
in 1980 (base 100) over the number of hours workd@tance in a given year.

Chart 7 — GDP per Capita and Potential GDP per Caga in 1980 and in 2003
(US$, 1999 PPP), base 100 USA 1980

GDP per Capita Potential GDP per

Capita

1980 2003 1980 2003
United States 22183 34908 22183 32613
Europe (EU15) 16186 24 667 17 336 28 759
Japan 16 210 25 866 12 418 22 906
France 17 076 24 379 19371 33 263
Germany 17 498 25 446 14 922 30 866
United Kingdom 15 545 25937 16 111 26 664
Italy 17 192 25 349 21987 33 690
Spain 12 058 20 676 15 301 22 867
Netherlands 18452 27 165 22772 33077
Denmark 19 276 28 974 20 088 31253

Source: OECD, Rexecode, 2004
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This calculation provides a wealth of informatioli.we worked as much as
the Americans did in 1980 — which is less than they working now — France
would have a GDP per capita of approximately $33,08 instead of $24,400. This
represents an increase of 37% (cf. chart 7). Tfferdhce of some $11,000 in the
purchasing power of the average French citizeny@8®00 €) is the exact measure
of the value added that we do not create by worlesg than the Americans. If we
compare the gap in the growth rates of the real @BPcapita with the potential
GDP, we could find a difference of 1 point in th@80s, i.e., 3% rather than 2%, a
half-point more for the 1990s (2% versus 1.5%) aritipoints more in the growth
registered since 2000 (1.9% versus .7%).

We should point out that the average American wibrk& more hours in
2003 than in 1980. This means that Uncle Sam’sntiai GDP base 100 in 1980
lower by 7% than the reality of 2003.

Conclusion: Productivity is an Indicator of Exclusion, to Be Corrected
through Employment Rate

The countries with the lowest unemployment rates aso those with the
longest hours and longest active working livessim: activity creates jobs. For
everyone to work, we must work more. Reducing tleekvweek made the French
people forget that you don’t get ahead faster lying less. It is worth remembering
that the GDP is equal to the GDP per active workelitiplied by the number of
active workers in the population. It so happeng tha GDP per active worker is
20% higher in the USA than it is in France and tin&t average American active
worker puts in the equivalent of 50 days more alypuand the employment rate is
higher in the USA than in France (cf. chart 5).

Chart 8 — Employment Rate in 1980 and in 2003

Employment
rate

1980 2003
United States 67.7 72.8
Europe (EU15) 67.0 66.3
Japan 744  75.7
France 64.7 64.3
Germany 829 694
United Kingdom 69.4 724
Italy 58.3 57.1
Spain 532 61.2
Netherlands 61.8 73.2
Denmark 75.2 77.2

Source: OECD, 2004

The French cock crows about hourly productivity sweaments which, after
the most reliable calculations [8] stand at 8%h& American and 16% of the EU
average. The French perform “better” than the Aoars on average, but in the USA
the employment rate is ten points higher than thdrance. The French figure is
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based on 100 people of working age in the 15 tadg#lbracket of whom only 64%
have a job versus 72% of their American countespaintd 66% of their EU cohorts.
In sum, we are so good that we can work less (tiaseous 35 hours!) while
producing as much as the others. Well, if we rollpdour shirtsleeves and used our
brains, we could become the world champions!

Let's get back to basics here. Productivity, praslg known as the
“apparent” productivity of labour, has lost the extjve and concept of apparent
which served to remind us that productivity is meead very roughly by dividing the
GDP per number of employed active workers. Withdlné word apparent,
productivity appears less tentative, but appeasamoay be deceiving. Imagine
schoolchildren running a 100-meter race. If thererdlass participates, their average
speed will be lower than it would be if the fastealf of the class ran.

The paradox of France’s high apparent productidityappears once we
remember that there are just a few runners wheeme productive because we only
hang onto the best. The others are replaced througgourcing or automation.
Perhaps the time has come to stop glorifying oyasgnt productivity rate which is
actually a statistical consequence of a loss oflygcive means; in other words,
people unemployed because of the high cost of ladbwe wish to increase the
employment figures, we need to accept a temporagredse in the average
productivity rate. Insertion on the job marke&iform of training in itself which acts
as a lever to develop skills in individuals andhie end, improve their productivity.
This is the way in which a society increases itaittewhile reducing exclusion or
marginalization. In the productivity race, as imya&port, the coach does not want to
select the champs simply in order to eliminate ¢hegho don't meet Olympic
standards. On the contrary, each one must entelatteeand progress according to
his (or her) own level. From this perspective, vezah to insert rather than assist,
avoid distributing funds without some form of adivin return and, overall, revive
part-time work, which has decreased in France anthins two points below the EU
average.

During the 1980s and 1990s, economic growth intthiged States remained
constant at 3.3% annually. The rate of growth mmgeof standard of living went
from 2.3% to 2% annually. The effect of new comneatipn technology on
productivity, which many studies claim played a onajole in American labour
statistics during the second half of the 1990s, il lead to an increase in the
standard of living in comparison to the rates sdamg the 1980s.

The above leads to several questions: where isintpact of the New
Economy? Are we not really witnessing one of thedbés of the demographic
dynamics on growth during the 1980s? How much a bsses or gains in
productivity (GDP per active worker) in a countigncbe explained by variations in
the employment rate? Let’'s begin with the last tjaes

The GDP per active worker, a measurement of appareductivity, presents

more contrasts than the GDP per capita. Despéatewr GDP increases than the EU
average, (3.3% versus 2.4%), the United Statesitgith4% increase in productivity
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in the 1980s was dragging behind. However, the t¢&ted many more jobs than did
Europe with its productivity rate of 1.9%. In th890s, the United States retained its
lead of one point but beat Europe by only .2% alipua productivity. The most
recent statistics (2000-2003) show the USA far dhe@h growth of 1.7% in
productivity. This rate is comparable to the 199Bsrope, on the other hand, has
only .5%! Is that American lead a result of greapenetration of information
technology in the USA? No, but we come back tanieédns to avoid comparing
apples and oranges [9].

Actually comparing apparent productivity among does is always a
delicate exercise. It can never be a simple casaw data; for example, the GDP
per active worker (apparent productivity againglissely linked to the employment
levels of the country being considered. A decreadbis level generally translates
to an increase in productivity in an inverse fashiorough the selection of the most
productive. As a result, when comparing GDP péwvaavorker we must take into
account the differences in employment levels.

In concrete terms, we calculated the GDP per actimgker adjusted
according to the employment level. The coefficiehtthis correction is obtained
through the ratio of the national employment ratd ¢he employment rate of the
USA in 1980 (base 100). Obviously with comparabigployment rates, one should
have a higher productivity rate and inversely, witbmparable productivity, the
employment rate should be greater.

Chart 9 — GDP per Active Worker and GDP per ActiveWorker Adjusted according to the
Employment Rate of 1980 and 2003 (in ‘000 US$, 198®P), base 100 USA 1980

GDP per Active

GDP per Worker Adjusted
active worker according to

Employment Rate

1980 2003 1980 2003
United States 50.9 73.8 50.9 79.3
Europe (EU15) 39.7 57.1 39.3 55.9
Japan 34.2 523 37.6 58.5
France 42.8 61.0 40.8 57.9
Germany 38.8 55.4 474 56.7
United Kingdom 35.0 546 35.9 58.4
Italy 46.8 66.7 40.3 56.2
Spain 38.1 50.9 29.9 46.0
Netherlands 50.3 61.8 45.9 66.8
Denmark 40.7 57.4 45.2 65.5

Source: OECD, Rexecode, 2004

In 2003, the USA enjoyed an employment rate 9 paahiove the French rate
with a GDP per active worker higher by approximateB%. The GDP per active
worker in France, adjusted with the standardizegbleyment rate, drops by 3%
while the American rate rises by 6% because thd@myent rate there in 2003 had
dropped since 2000 while remaining 5% higher then 1980 rate. In the end, the
USA has a GDP per active worker (adjusted withsttamdardized employment rate)
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21% higher than that in France (79.3 versus 57tBansands of dollars and in 1999
purchasing power parity).This amazing result mayekplained by the growth in

productivity in labour (adjusted according to tmeptoyment rate) which was greater
by .6% than that in France during the 1980s and t#8her during the 1990s.

During the 1990s, the USA registered the equivalehtone point gains in

productivity annually. Something must have happemethose 51 states in the
second half of the 1990s, the era of the new ecgnbuat then the tide receded.

The most recent period for which we have statis{R300-2003) reveals
plummeting employment rates in the USA, where theualized growth rate is —
2.2%, while the employment rate rose slightly irrdpe (+.5%), notably in France
(+.4). Productivity gains in the USA, if comparedFrance and Europe, should be
measured according to variations in employmentiwithose zones. Furthermore,
correcting the effect of varying employment rateads to a drop in the GDP per
active worker in the USA (still adjusted to refleariations in employment rates)
between 2000 and 2003. This last figure is takeh am annual growth rate of -.5%
whereas the European rate is +1% and the Frenehisat.5%. In a nutshell,
apparent productivity, with comparable employmexés, did drop in recent years in
the United States.

Graph 5 — GDP per Active Worker and Adjusted GDP pe Active Worker for France and the
USA (in ‘000 US$, in 1999 PPP)
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While the gap in apparent productivity (GDP perivactworker) between
France and the USA is 12.7 points, this differemearly doubles when the GDP per
active worker is adjusted according to the emplaymate, to the level of 21.4%)
(see Graphic 5).
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When the GDP per active worker is recalculatedgusifbase of 100 (France
2003, cf. Chart 10), we see that the United Sthees an adjusted or corrected
productivity level some 37% greater than the Frefighre (79.3 versus 57.9).
France barely surpasses the EU averages, follothimgxample of Italy and Great
Britain. There is little, therefore, to crow abauen it comes to the French hourly
productivity rate which stems from our weak empleymfigures and the effect of
selection. The French need to remain as produesvine Americans while working
as much as the Americans do. That way we woulld bage the equivalent of 8,000

Euros more in our pockets.

Chart 10 — Adjusted GDP per Active Worker by Country in comparison
with France in 2003

Adjusted GDP
per active worker

United States 1.37
Europe (EU15) 0.97
Japan 1.01
France 1.00
Germany 0.98
United Kingdom 1.01
Italy 0.97

Spain 0.79
Netherlands 1.15
Denmark 1.13

Source: OECD, Rexecode, 2004

Of course not all the population is active, but thember of hours worked
essentially explains the difference in the levepadductivity. Americans work 46%
more than the French annually. If they work, ibecause there is a market demand
to meet. Perhaps that demand is more substant@ube the USA is also in
demographic expansion. As always, this hypothesises back as a question which
merits more specific research on the demographawtty multiplier. Perhaps
researchers will hear this appeal and join us apsig the Europe of the future.

Notes:
1. In 1939, the House which voted for the Family Cedsss made up of

members of the Popular Front who were continuirggraggle begun in
1898 with the creation of the “Alliance Populatieh Avenir”’, a group
concerned about the population and the future whath been started by
Republican lay persons at the time of the nineteeahtury French
novelist Emile Zola’s bookécondité

2. This letter can be found in French on the Elyséebsite
(http://www.elysee.iy.

3. We had already revealed this “Japanosclerosisetinto the rapid aging
of Japanese society in Giraud, P.-N. and Godet(189I87), Radioscopie
du Japon, Economica, coll. CPE-Economica
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4. Between 1998 and 2003, Spain took in 1.1 mill@wcomers of whom
485,000 were Latin-American; 205,000, North Africd®0,000, Eastern
and Central Europeans; 55,000 Subsaharian Afrieaalsvarious other
origins. Spain thus became the most attractiventtpun the EU for
immigrants during the period 2000-2004. In fagbai® surpassed the
United Kingdom for overall immigration.

5. However, analyses of the GDP reveal that the deapbgge factor is vital
to growth in developed countries.

6. Naturally this comparison is valid only for déyged countries in which

there is a high investment in human capital. Ilini applicable to

developing countries in which the relationship bedw the demographics
and economics may be negative if the conditionslvipromote growth,

e.g., level of education, confidence, are not prese

Not taking into account the German reunification.

See the two reports prepared by the Economic Cbuwathiising the

French Prime Minister (CAE) presented on Februafy 2004 (Cette,

Artus, 2004) ; (Debonneuil, Cahuc, 2004).

9. This question is asked in light of the latestinestes made available.
Actually, the initial results for the period fronD@0 to 2004 seem to
reveal a clear-cut difference between the USA (eggaproductivity
rising at more than 2% annually) and the EuropeamotJ of Fifteen
(apparent productivity under 1% annually). We hgwaet forth the
hypothesis that this latter factor is playing a kele as the demographic
gap is widening more than ever.

© N
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