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Quantitative tightening is likely to raise long-term interest
rates, but the size of the impact is uncertain.
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L’'économie mondiale est confrontée a la pire crise énergétique
depuis les années 1970. Le choc énergétique a porté
1’inflation a des niveaux qu’elle n'avait plus atteints depuis
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des décennies et pese sur la croissance dans le monde entier.
Dans la présente édition des Perspectives économiques de
1'0CDE, nous estimons aujourd’hui que la croissance mondiale
refluera a 2.2 % en 2023, avant de rebondir tres modestement
pour atteindre 2.7 % en 2024. L'Asie sera le principal moteur
de la croissance en 2023 et 2024, tandis qu’en Europe, en
Amérique du Nord et en Amérique du Sud, les taux de croissance
seront tres faibles.

Projections de croissance du PIB réel

Sélection d'économies, % de variation, en glissement annuel

2022 2023 2024

Monde +3.1% +2.2% +2.7%

<. Australie +4.0% +1.9% +1.6% 3= Afrique du Sud +1.7% +1.1% +1.6%
Canada +3.2% +1.0% +1.3% ¥ Arabie Saoudite +9.8% +5.0% +3.5%
Corée +2.7% +1.8% +1.9% Argentine +4.4% +0.5% +1.8%

&= Etats-Unis +1.8% +0.5% +1.0% Brésil +2.8% +1.2% +1.4%
Euro (zone) +3.3% +0.5% +1.4% *: Chine +3.3% +4.6% +4.1%

= Allemagne +1.8% - 0.3% +1.5% Inde +6.6% +5.7% +6.9%
@ Espagne +4.7% +1.3% +1.7% Indonésie +5.3% +4.7% +5.1%
. France +2.6% +0.6% +1.2% Mexique +2.5% +1.6% +2.1%
l Italie +3.7% +0.2% +1.0% Russie - 3.9% - 5.6% - 0.2%
0 Japon +1.6% +1.8% +0.9% «  Tarkiye +5.3% +3.0% +3.4%

4k Royaume-Uni +4.4% - 0.4% +0.2%

Source: OCDE (20 Perspectives économigues de 'OCDE, Volume 2022, numéro 2 @>>

Sur fond de hausse de 1l’inflation et de recul de 1la
croissance, 1’économie mondiale paie au prix fort la guerre
d’agression menée par la Russie contre l1’'Ukraine. Si les prix
avaient déja commencé a augmenter sous l’effet du rapide
rebond économique, survenu apres la pandémie et des
difficultés d’approvisionnement qui ont suivi, 1l’inflation
s'est emballée et s’est propagée dans le monde entier apres
1’invasion russe en Ukraine.

En raison de cette envolée inattendue des prix, les salaires
réels chutent dans de nombreux pays, amputant fortement le
pouvoir d’'achat. Nul n’'est épargné. Si 1’inflation n’est pas
jugulée, ces problemes ne feront que s’'aggraver. La lutte
contre la hausse des prix doit donc étre aujourd’hui 1la
premiere priorité des décideurs publics.



A travers le monde, les banques centrales relevent les taux
d’intérét dans le but de contenir 1’inflation et d’ancrer les
anticipations d’inflation dans leurs économies respectives.
Cette stratégie commence a porter ses fruits. Au Brésil par
exemple, la banque centrale a réagi rapidement et 1’'inflation
a commencé a régresser ces derniers mois. Aux Etats-Unis, les
dernieres données laissent aussi entrevoir quelques progres
dans la lutte contre 1’'inflation. Néanmoins, les pays ou
l’inflation demeure élevée et généralisée doivent poursuivre
le resserrement de leur politique monétaire.

Pour combattre la hausse des prix, il est également essentiel
que les autorités budgétaire et monétaire travaillent main
dans la main. En effet, toute décision budgétaire ayant pour
effet d'accentuer les tensions inflationnistes nécessitera des
relevements encore plus marqués des taux directeurs en vue de
maitriser 1'inflation. C’est pourquoi les aides publiques
instaurées pour protéger les familles et les entreprises
contre le choc énergétique devraient étre temporaires et
ciblées sur les ménages et 1les entreprises 1les plus
vulnérables, sans pour autant accroitre 1les tensions
inflationnistes ni alourdir le poids de la dette publique. Les
gouvernements ont déja fait beaucoup pour atténuer le coup
porté a 1’économie par 1l’envolée des prix de l’énergie et des
denrées alimentaires, notamment au moyen de plafonnements des
prix, d’'aides aux revenus, de prix subventionnés et de baisses
d’impots. Cependant, comme les prix de 1’énergie resteront
sans doute élevés et volatils pendant un certain temps, les
mesures non ciblées visant a contenir les prix deviendront de
plus en plus difficiles a financer, et risquent en outre
d’affaiblir les incitations aux économies d’énergie, pourtant
nécessaires.

Les marchés de 1’énergie demeurent 1’un des principaux risques
a la baisse par rapport a nos perspectives. L’'Europe a
beaucoup fait pour reconstituer ses réserves de gaz naturel et
réduire la demande, mais il reste des risques pour cet hiver



dans 1'hémispheére nord. La situation pourrait étre encore plus
tendue a l'hiver 2023-24, le remplissage des réserves de gaz
risquant de s’avérer plus problématique 1’année prochaine. Un
renchérissement du gaz, ou un arrét pur et simple de
L’approvisionnement, peserait nettement sur la croissance et
accélererait 1’inflation en Europe et dans le reste du monde
en 2023 et 2024.

La hausse des taux d’'intérét va elle aussi entrainer de
nombreux risques et difficultés. Le remboursement des dettes
deviendra plus co(iteux pour les entreprises, les Etats et les
ménages ayant emprunté a taux variables ou contractant de
nouvelles dettes. Nous sommes particulierement préoccupés par
la situation des pays a faible revenu, car plus de la moitié
d’entre eux sont déja en surendettement critique (ou risquent
de 1le devenir) et doivent a présent faire face a un
durcissement des conditions financieres. Pour beaucoup d’entre
eux et pour les économies de marché émergentes, 1la
dépréciation de la monnaie par rapport au dollar des Etats
Unis accroit encore ces risques.

La guerre menée par la Russie contre 1’'Ukraine aggrave par
ailleurs 1l'insécurité alimentaire mondiale en faisant monter
les prix, en perturbant les approvisionnements et en limitant
l’acces a des produits alimentaires abordables. Certaines des
populations les plus vulnérables du monde courent des risques
d’insécurité alimentaire extrémes, et de nombreux Etats n’ont
pas les moyens d'y remédier. La premiere des priorités doit
donc étre de préserver 1l’ouverture des marchés et 1la
circulation des produits agricoles et d’'apporter des aides
diment ciblées, afin d’éviter d’autres perturbations des
approvisionnements alimentaires, voire des famines, dans
nombre d’entre eux.

Quelles mesures pour une reprise plus forte ?

En ces temps difficiles, les décideurs doivent prendre des
mesures audacieuses. Au-dela des décisions monétaire et



budgétaire, 1’'heure est venue pour les Etats de renouer avec
les politiques structurelles pour résoudre certains des
problemes actuels les plus impérieux.

Premierement, il est impératif d’investir dans la sécurité
énergétique et la diversification des sources
d’approvisionnement en énergie. Pour prévenir les problemes
liés a 1’'énergie, de nombreux pays ont décidé de revenir
provisoirement a des sources plus polluantes et émettrices de
carbone. Cependant, 1'explosion des prix et les inquiétudes
quant a la sécurité énergétique encouragent aussi Etats et
entreprises a diversifier leurs sources d'énergie et a
investir davantage dans les renouvelables. Les gouvernements
devront en priorité renforcer les réseaux et investir dans
l'efficacité énergétique et les technologies vertes afin
d’atteindre les objectifs de neutralité carbone. L’'OCDE entend
soutenir ces efforts via son Forum inclusif sur les approches
d'atténuation des émissions de carbone, qui promeut le
dialogue entre pays a différents stades de développement et
qui permettra de mieux comprendre et analyser les différentes
approches d’atténuation du changement climatique ainsi que
leurs effets.

Deuxiéemement, les gouvernements doivent veiller a préserver
1’ouverture des marchés et les flux d’échanges internationaux.
Les pressions concurrentielles en seront renforcées et les
difficultés d'’approvisionnement atténuées. En revanche, 1la
mise en cuvre de politiques protectionnistes constituerait un
grave recul pour de nombreux pays, notamment les plus pauvres,
et nuirait fortement a 1’économie mondiale.

Troisiemement, il est indispensable de promouvoir 1'emploi
pour dynamiser la croissance potentielle et asseoir une
reprise plus solide et plus inclusive. Ainsi, les
gouvernements devraient s’'employer a réduire les écarts de
taux d’emploi entre les femmes et les hommes dans les pays ou
ils restent élevés. Il est également essentiel d’investir dans
les compétences pour contrebalancer les pertes en capital



humain causées par la pandémie, notamment au sein des
populations 1les plus vulnérables, et pour remédier aux
pénuries de compétences persistantes ou nouvelles que
connaissent de nombreux pays.

En résumé

Nous sommes aujourd’hui face a des perspectives économiques
tres difficiles. Notre scénario central ne prévoit pas de
récession mondiale, mais un net ralentissement de 1la
croissance mondiale en 2023 et une inflation encore élevée,
bien qu’en recul, dans de nombreux pays. Les risques demeurent
importants. En ces temps difficiles et incertains, les
politiques publiques ont encore une fois un rdéle crucial a
jouer : la poursuite du resserrement monétaire est nécessaire
pour lutter contre l’'inflation, tandis que les mesures de
soutien budgétaire devront étre plus ciblées et temporaires.
Il sera impératif d’'accélérer 1’investissement dans 1’adoption
et le développement de sources et de technologies d’énergie
propre pour diversifier les approvisionnements et assurer la
sécurité énergétique. Mettre de nouveau l’accent sur les
politiques structurelles permettra aux décideurs de stimuler
1l'emploi et la productivité, et de faire en sorte que la
croissance profite a tous. En d’autres termes, c’est a nous
d’agir pour surmonter cette crise. A nous de mettre en cuvre
les bonnes politiques pour améliorer nos chances d'y parvenir.

Editorial des Perspectives économiques de 1'0CDE, novembre
2022

Confronting the Crisis

Category: Uncategorized
written by oecdecoscope | December 12, 2022


http://oe.cd/PE2022
https://oecdecoscope.blog/2022/11/22/confronting-the-crisis/

OECD Economic Dutlook

onfronting the Cris

By Alvaro Santos Pereira, OECD Chief Economist ad interim

The global economy is reeling from the largest energy crisis
since the 1970s. The energy shock has pushed up inflation to
levels not seen for many decades and is lowering economic
growth all around the world. In the new OECD Economic Outlook,
we are now forecasting that world growth will decline to 2.2%
in 2023 and bounce back to a relatively modest 2.7% in 2024.
Asia will be the main engine of growth in 2023 and 2024,
whereas Europe, North America and South America will see very
low growth.

Real GDP growth projections

Selected economies, % change, year-on-year

2022 2023 2024
™% World +3.1% +2.2% +2.7%

<. Australia +4.0% +1.9% +1.6% Argentina
) canada +3,20 + 1.0% +1.3% Brazil
Euro area +3.3% +0.5% +1.4% : China
B France +2.6% +0.6% +1.2% India

Germany +1.8% - 0.3% +1.5% Indonesia

+3.7% +0.2% +1.0% Mexico
+4.7% +1.3% +1.7% Russia
+1.6% +1.8% +0.9% # Saudi Arabia
+2.7% +1.8% +1.9% 3= South Africa
= United Kingdom +4.4% - 0.4% +0.2% «  Tarkiye
United States +1.8% +0.5% +1.0%

Source: OECD (2 }» OECD Economic Outlook, Volume 2022 Issue 2

Higher inflation and lower growth are the hefty price that the
global economy is paying for Russia’s war of aggression
against Ukraine. Although prices were already creeping up due
to the rapid rebound from the pandemic and related supply
chain constraints, inflation soared and became much more
pervasive around the world following Russia’s invasion.



As a consequence of the unexpected surge in prices, real wages
are falling in many countries, slashing purchasing power. This
is hurting people everywhere. If inflation is not contained,
these problems will only become worse. Thus, fighting
inflation has to be our top policy priority right now.

Central banks around the world are increasing interest rates
to curb inflation and anchor inflation expectations in their
respective economies. This strategy is starting to pay off.
For example, in Brazil, the central bank moved swiftly, and
inflation has started to come down in recent months. In the
United States, the latest data also seem to suggest some
progress 1in the fight against inflation. Nevertheless,
monetary policy should continue to tighten in the countries
where inflation remains high and broad-based.

In the fight against rising prices, it is also essential that
fiscal policy works hand-in-hand with monetary policy. Fiscal
choices that add to inflationary pressures will result in even
higher policy rates to control inflation. This means that
policy support to shield families and firms from the energy
shock should be targeted and temporary, protecting vulnerable
households and firms without adding to inflationary pressures
and increasing public debt burdens. Governments have already
done a lot to ease the economic pain from high energy and food
prices, including price caps, price and income subsidies and
reduced taxes. However, since energy prices are likely to
remain high and volatile for some time, untargeted measures to
keep prices down will become increasingly unaffordable, and
could discourage the needed energy savings.

Energy markets remain among the significant downside risks
around this outlook. Europe has gone a long way to replenish
its natural gas reserves and curb demand, but this winter in
the Northern Hemisphere will certainly be challenging. The
situation might be even more complicated in the winter of
2023-2024, as replenishing gas reserves might prove more
difficult next year. Higher gas prices, or outright gas supply



disruptions, would entail significantly weaker growth and
higher inflation in Europe and the world in 2023 and 2024.

Rising interest rates will also pose many challenges and
risks. Debt repayment will be more expensive for firms,
governments and households who have variable rate debt
obligations or when taking on new debt. We are particularly
concerned about low-income countries, over half of which are
already in (or at high risk of) debt distress and now face
tightening financial conditions. Currency depreciation vis-a-
vis the US dollar in many of these countries, and in emerging
markets, adds to these risks.

Russia’s war against Ukraine is also aggravating global food
insecurity by putting pressure on prices, supplies, and food
affordability. Some of the most vulnerable people around the
globe face the highest risk of food insecurity, and many
governments lack the means to address this problem. Keeping
markets open and agricultural goods flowing, as well as
providing well-targeted aid, should be the utmost priority to
avoid further food disruptions and hunger in many of these
countries.

Policies for a stronger recovery

Policymakers must take bold policy actions to confront these
challenging times. In addition to monetary and fiscal
policies, it is time for governments to go back to structural
policies to tackle some of the most pressing current issues.

First, investing in energy security and diversifying energy
supplies is imperative. To prevent energy disruptions, many
countries are reverting temporarily to more polluting and
carbon-emitting energy sources. However, high energy prices
and concerns about energy security are also encouraging
governments and firms to diversify energy sources and boost
investment in renewables. Strengthening energy grids and
investing in energy efficiency and green technologies will



need to be high on political agendas to ensure that we reach
our net zero emissions goals. The OECD aims to support this
effort through its Inclusive Forum on Carbon Mitigation
Approaches (IFCMA), a forum of dialogue between countries at
different stages of development that will allow us to better
understand and analyse diverse policy approaches to carbon
mitigation and their effects.

Second, governments need to keep markets open and
international trade flowing. This will strengthen competitive
pressures and will help alleviate supply constraints. In
contrast, pursuing protectionist policies would be a serious
setback for many countries, in particular the world’s poorest,
and would significantly damage the global economy.

Third, fostering employment is essential to boost potential
growth and achieve a stronger and more inclusive recovery. For
example, governments should work to decrease the gaps 1in
employment rates between men and women in countries where
these gaps remain high. Investing in skills is also essential,
to counteract the human capital losses that occurred during
the pandemic, especially for the most vulnerable, and address
the persistent and emerging skill shortages that many
countries are facing.

Summing up

We are currently facing a very difficult economic outlook. Our
central scenario is not a global recession, but a significant
growth slowdown for the world economy in 2023, as well as
still high, albeit declining, inflation in many countries.
Risks remain significant. In these difficult and uncertain
times, policy has once again a crucial role to play: further
tightening of monetary policy is essential to fight inflation,
and fiscal policy support should become more targeted and
temporary. Accelerating investment in the adoption and
development of clean energy sources and technologies will be
crucial to diversifying energy supplies and ensuring energy



security. A renewed focus on structural policies will allow
policymakers to foster employment and productivity, as well as
to make growth work for all. In other words, it is in our
hands to overcome this crisis. And if we choose to undertake
the right set of policies, we will certainly increase our
chances of success.

Editorial from the OECD Economic Outlook, November 2022
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despite rising mortgage rates, but inflation pressures
increase risks for vulnerable borrowers.
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By Laurence Boone, OECD Chief Economist and Deputy Secretary-
General.

The world is set to pay a hefty price for Russia’s war against
Ukraine. A humanitarian crisis 1is unfolding before our eyes,
leaving thousands dead, forcing millions of refugees to flee
their homes and threatening an economic recovery that was
underway after two years of the pandemic. As Russia and
Ukraine are large commodity exporters, the war has sent energy
and food prices soaring, making life much harder for many
people across the world.

The extent to which growth will be lower and inflation higher
will depend on how the war evolves, but it is clear the
poorest will be hit hardest. The price of this war is high and
will need to be shared.

The global economy 1is set to weaken sharply in our
projections. We estimate world growth to be 3% in 2022 — down
from the 4% per cent we projected last December — and 23 per
cent in 2023. Inflation projections now stand at nearly 9% in
OECD countries in 2022, twice what we were previously
projecting. Elevated inflation across the globe is eroding
households’ real disposable income and living standards, and
in turn 1lowering consumption. Uncertainty is deterring
business investment and threatening to curb supply for years
to come. At the same time, China’s zero-Covid policy continues
to weigh on the global outlook, lowering domestic growth and
disrupting global supply chains.



Real GDP growth projections

G20 economies, % change, year-on-year

2021 2022 2023 2021 2022 2023
"% World +5.8% +3.0% +2.8% G20 +6.2% +2.9% + 2.8%

<. Australia +4.8% +4.2% +2.5% Argentina +10.3% +3.6% +1.9%
) canada +4.5% + 3.8% +2.6% Brazil +5.0% +0.6% +1.2%
Euro area +5.3% +2.6% +1.6% China +8.1% +4.4% +4.9%
. France +6.8% +2.4% +1.4% India + B8.7% +6.9% +6.2%
- Germany +2.9% +1.9% +1.7% e Indonesia +3.7% +4.7% +4.7%
B raly +6.6% +2.5% +1.2% Mexico +4.8% +1.9% +2.1%
@ Spain +5.1% +4.1% +2.2% (™) Russia +4.7% -10.0% -4.1%
QO Japan +1.7% +1.7% +1.8% Saudi Arabia +3.1% +7.8% +9.0%
QO Korea +4.0% +2.7% +2.5% 3= South Africa +4.9% +1.8% +1.3%
L United Kingdom  +7.4% +3.6% +0.0% «  Turkey + 11.0% +3.7% +3.0%
= United States +5.7% +2.5% +1.2%

Source: OECD Economic Outlook, Volume 2022 Issue 1 @))

With risks biased to the downside, the price of war could be
even higher. The conflict is disrupting the distribution of
basic food and energy, fuelling higher inflation everywhere
and threatening low-income countries in particular. European
economies are struggling to wean themselves off Russian fuel.
But because alternative energy sources may not be easy to ramp
up quickly, there is a risk of higher prices or even
shortages. If the war escalates or becomes more protracted,
the outlook would worsen, particularly for low-income
countries and Europe.

Limiting Russia’s ability to finance the war, as is intended
by an embargo on Russian oil exports, 1is essential for
speeding up an end to this devastating conflict.

Meanwhile, we must minimise the humanitarian, economic and
social conseqguences.

The first urgency is to avoid a food crisis. Today, the world
is producing enough cereals to feed everyone, but prices are
very high and the risk is that this production will not reach
those who need it most. Global cooperation is needed to ensure
that food reaches consumers at affordable prices, 1in
particular in low-income and emerging-market economies. This
may require more international aid as well as cooperation in



the logistics of shipping and distributing to countries 1in
need. The flaws of global vaccine distribution are still fresh
in our memory. Let’s not repeat them.

Second, inflation has strong distributional effects. It will
help drive down debt, including public debt, but it is also
eroding real income, savings and purchasing power. At the same
time, it may affect firms’ profits and capacity to invest and
create jobs. Inflation is a burden, which must be shared
fairly among people and firms, between profit and wages.
Governments also have to play a role through support targeted
to those most vulnerable to rising food and energy inflation.

Next, monetary and fiscal policy need to adjust to these
extraordinary circumstances.

Globally, the elevated levels of inflation and employment
today suggest there is no longer a need for monetary policy
accommodation. However, in many regions inflation is driven by
food and energy. If monetary policy cannot address such supply
shocks, it can send signals that it will not allow inflation
to rise or spread further. Removing accommodation is therefore
warranted across the globe, but with particular caution in
Europe where supply-driven inflation dominates. Conversely,
wherever inflation is driven by over-buoyant demand, as in the
United States, monetary policy can tighten faster to reduce
such excess.

Fiscal policy management is particularly complex. Because of
the current levels of growth, employment and inflation, the
need for economy-wide income support has disappeared and
should be replaced by better targeted measures. The war 1in
Ukraine has raised the need for higher public investment in
defence and for greater urgency in the transition to greener
energy. This comes on top of other investment needs like
health, digitalisation, ageing and education, and as public
debts remain high. This conundrum can only be resolved with a
stronger focus on prioritisation from governments. In Europe,



the integration of the region and high exposure to the war
calls for more solidarity in defence and energy spending.

The war has exposed how energy security and climate mitigation
are intertwined. Governments need to shift gear to accelerate
the energy transition. The emergency response to an energy
crisis has turned out to be a stark scramble for alternative
sources of fossil fuels and an increase in coal use. This can
only be temporary as it is the opposite of what the world
needs, which is a rapid increase in investment in, and
consumption of, cleaner energy. But clean energy requires
inputs, minerals and intermediate materials which come from
all over the planet. Put simply, the cleaner the energy, the
larger and the more geographically diverse the value chains
will have to be. There will be no climate mitigation without
open trade and resilient global value chains.

The world is already paying the price for Russia’s aggression.
The choices made by policymakers and citizens will be crucial
to determining how that price will be distributed across
people and countries.

Editorial from the OECD Economic Qutlook, June 2022
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By Caroline Klein and Yosuke Jin, OECD Economics Department

Romania’s economic growth has been impressive over the past
decades: its income per capita has reached about 60% of the
OECD average, vs. only around 30% two decades ago. However,
the COVID-19 crisis put a halt to progress in living
standards, despite a strong rebound of activity after the
lockdown in 2020. The recovery remains fraught with risks,
including further restrictions in response to the sharp rise
in infection cases, persistent supply chains disruptions and
stronger than expected inflationary pressures.

Romania is also facing major long-term challenges, with an
ageing population, still prevalent poverty, especially in
rural areas and in the Roma population, slowing productivity
growth, and high air pollution. The implementation of the
National Recovery and Resilience Plan is a unique opportunity
to address these challenges, as the plan includes EUR 14.2
billion of grants, amounting to around 6.5% of GDP, and
important structural reforms. The OECD forecasts GDP to grow
at around 4.5% on average over the next two years, 1n part
owing to this plan. But, for its benefits to spread in the
longer term, the plan should be used effectively to accelerate
the digital and the green transitions.

Against this background, the 2022 OECD Economic Survey of
Romania presents recommendations on reforms that would help
Romania converge towards OECD standards.

Firstly, the budget and the current account deficits have
deepened to worrying levels, calling for prudent macroeconomic
policies. In particular, the budget deficit reached 9% of GDP
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in 2020. Room to reduce public spending is limited. Essential
public services, such as education and health, are
underfunded, and the green transition requires considerable
investments. At the same time, tax revenues are low by OECD
norms, amounting to 26% of GDP against 34% on average in the
OECD in 2019. To restore Romania’s fiscal space and make the
tax system fairer and more efficient, the modernisation of the
tax administration should accelerate, inefficient reduced tax
rates and special provisions be eliminated, and less
distortive taxes, such as property taxes, raised. The reform
of the pension system, whose previous design undermined the
sustainability of public finances, is also a central part of
the consolidation strategy. It should include the
harmonisation of the legal retirement ages and a revised
benefit formula.

Secondly, policies should promote equality of opportunities.
Around 30% of the Romanian population is at risk of poverty or
social exclusion, one of the highest rates in the EU. Poverty
hit those detached from the labour market, a group in which
youth, women and the Roma are overrepresented (Figure 1).
Around a quarter of the working age population has below upper
secondary education, too many young people leave school before
getting adequate qualifications to thrive in the 1labour
market, and participation in adult education is low. The
funding system of schools should be reformed, as schools do
not receive adequate resources to support vulnerable students.
Strengthening training and guidance services 1in public
employment services would also help developing upskilling
options. Childcare and long-term care services need to be
expanded. Women would benefit most, as, like in many OECD
countries, they are the main informal caregivers. Romania lags
most OECD countries in access to high-quality healthcare,
especially in rural areas. Developing mobile health centres
would help address shortages and increase vaccination rates
from very low levels.



Figure 1. Some groups have difficulties to join the labour
market
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Thirdly, improving the business environment is key to foster
productivity growth. The creation of highly innovative firms
is limited in Romania compared with OECD countries. 1In
parallel, around 30% of companies were loss making in 2019,
suggesting market discipline is weak. For prospective firms to
enter and grow unimpeded in the market, the regulatory
framework needs to be improved, as it 1s among the most
restrictive according to the OECD Product Market Regulation
Indicators (Figure 2). Administrative burden on
entrepreneurship and state control must be reduced. As many
firms are undercapitalised, access to finance should be
enhanced significantly by developing risk capital markets.
Courts are congested, with a high number of backlog cases,



lengthening insolvency procedures. To facilitate the smooth
exit of unprofitable firms, out-of-court mechanisms should be
developed, and judicial efficiency enhanced, beginning by
collecting sufficient data to accurately assess the
functioning of the court system.

Figure 2. Product market regulation needs to be improved
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The quality of infrastructure remains low compared with OECD
countries, undermining sustainable productivity growth and
regional development. Romania should seize the unprecedented
opportunity offered by EU funds to invest in road and rail.
The absorption of EU funds must be accelerated by ensuring
policy consistency to implement prioritised investment
projects without disruption. Finally, the rule of law is
fundamental for a market economy to function properly. 88% of
companies consider corruption is a problem when doing business
in Romania. Recent efforts by the Romanian government to fight
corruption should be intensified.
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Over the past decade, online platforms have become ubiquitous.
People and firms increasingly turn to online platforms to
exchange goods and services (including accommodation, retail
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products, personal and professional services) (Figure 1lA). The
COVID-19 shock further increased online-platform use even as
they allowed people and firms to keep working and producing
while respecting physical distancing rules (Figure 1B).

However, the impact of online platforms on economies and
societies 1s complex, uncertain and hotly debated. In some
cases, as the COVID-19 shock attests, online platforms can
positively contribute to economies’ resilience to shocks
involving severe disruptions to physical economic activity. At
the same time, their long-term impacts on jobs, competition,
productivity dynamics, data privacy and security, and other
socio-economic dimensions are still poorly understood and
likely to be mediated by policy responses.

Figure 1. Platform activity has accelerated, particularly
during the COVID-19 crisis
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Panel B: Platform activity surged during the COVID-19 crisis
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Source: Costa et al. (2021a) and OECD (2020).

Against this backdrop, in two recent papers (Costa et al.,
2021a and Costa et al., 2021b) we use novel data sources to
document the diffusion of online platforms across OECD and G20
countries (with the exception of China and Colombia) over the
past 10 years and investigate their impact on firm-level
productivity growth. We focus on platforms allowing two or
more distinct but interdependent sets of users (firms or
individuals) to exchange goods or services via the Internet.
Using web-scraping techniques, we <create the most
comprehensive list yet of online platforms active in each of
the 43 countries covered in this study over 2013-2019. We
classify platforms in nine areas of activity (e.g.
accommodation, personal services, transportation). The final
list covers about 1 300 platforms and includes not only large
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and well-known platforms but also smaller and country-specific
ones. We proxy online-platform use with online platforms’
website traffic data (i.e. the number of visits to online
platforms’ websites).

How do online platforms affect the productivity of incumbent
firms?

Online platforms could affect productivity through a variety
of channels. First, platforms in direct competition with
incumbent firms (such as Uber or Airbnb) can encourage
innovation, raising incumbent firms’ productivity or force the
exit of the less productive ones. Second, platforms that
connect existing service providers with consumers (such as
Booking.com or Thefork) can contribute to incumbent firm
productivity growth by enhancing market transparency — through
for instance review systems and price comparisons — and
providing improved services such as booking systems and
logistics. At the same time, platforms could hinder aggregate
productivity growth by weakening market selection, making it
easier for small and less productive firms to enter the market
and survive (Schwellnus et al., 2019).

Our results indicate that online platform activity 1is
positively associated with Ulabour productivity growth of
incumbent firms. Point estimates suggest that doubling online-
platform activity 1is on average associated with a 2.3
percentage point increase in firm-level labour productivity
growth. These productivity gains are attributable to increases
in value added and not reductions in employment. Access to
services provided by online platforms, such as logistics,
marketing, tailored advertising, dispute resolutions and
others can make it easier for incumbent forms to reach new
clients and improve service quality, boosting firms’ revenues
and value added.

The productivity benefits generated by online platforms differ
across firms. They are larger for SMEs — with a positive and



significant relationship evident for firms with up to 100
employees (Figure 2, Panel A) — and for mid-range productivity
firms (Figure 2, Panel B).

Figure 2. Online-platform activity benefits mostly
productivity of small firms and can help lower-productive
firms to catch up to the technological frontier

Panel A: Change in firm-level labour productivity growth
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Note: Bars’ colour and stars indicate statistical significance
level: *** 1%, **5%, *10%. Bars measure marginal effects of
increasing activity by one standard deviation in percentage
points, by size category (Panel A: number of employees; Panel
B: labour productivity classes). Platform activity is measured
by the number of visits to a platform’s website. Panel B:
Labour productivity classes are defined for each sector and
year and labour productivity is lagged by two years to
diminish the risk of endogeneity bias. Results using once-
lagged productivity remain similar.

Source: Costa et al. (2021b).

The winner-take-all dynamics that characterise online
platforms’ operations can lead to market dominance based also
on the accumulation and exploitation of proprietary data on
user behaviour (OECD, 2018). Our analysis indicates that
higher persistence among the largest platforms (i.e., less
reshuffling amongst largest platforms) weakens the positive
association of platform activity with firm-level productivity
growth. This is indicative that less contestable online-
platform markets lower the productivity benefits of online
platform activity for incumbent firms.

Overall, our analysis suggests that platform diffusion can
contribute to firm-level productivity growth, helping SMEs
overcome barriers hampering their growth and facilitating the
catch up of laggard firms towards the productivity frontier.
The results also point to the importance of keeping online-
platform markets open and contestable for realising such
productivity benefits.
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by Sophie Guilloux-Nefussi and Elena Rusticelli, OECD
Economics Department

How will rising shipping cost affect inflation in OECD
countries?

Extraordinary demand and supply factors have pushed up freight
prices

Shipping cost rates have soared in recent months due to the
conjunction of booming demand for consumer durables from Asia
and supply-side bottlenecks created by sanitary restrictions
in ports and terminals. These have slowed loading and
unloading operations and crew changes. Prices of containerised
freight started to rise in the second half of 2020 and rose
further in the first quarter of 2021, when the average
quarterly increase across the main indices of global shipping
costs ranged between 30% and 65% (Figure 1).

Figure 1: Container shipping prices are on the rise since
mid-2020
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On the demand side, the pandemic led to a global demand drop
at the start of 2020, followed by a quick recovery at the end
of the same year. Pent-up demand caused by lockdowns in the
first half of 2020, shifts in consumption patterns towards
durable goods, and government income support all strengthened

demand for goods when transportation services were still
limited.

On the supply side, multiple factors are compounding shipping
delays. Vessels are currently used at almost full capacity and
containers remain scarce. Congestion at ports, and lower
productivity at terminals and inland depots have also led to
bottlenecks. Distancing rules and reinforced hygiene standards
have increased intervals between crew shifts. These have
prolonged processing times at ports, hampered the return of
containers to Asia and generated delays along the entire
shipping chain. The March blockage in the Suez Canal also
added to shipping disruption and tensions.

This atypical situation is expected to persist for a few more
months. Port congestion continues to be a big bottleneck in
the United States, where all loading/unloading slots for



cargoes from/to Asia are fully booked throughout the second
quarter of 2021. The reopening of European economies 1is also
impacting supply and demand. In this context, industry experts
do not foresee any normalisation of prices before the end of
2021.

Rising shipping costs could push up inflation temporarily in
OECD countries

To which extent will the observed rise in global shipping
costs impact inflation across OECD countries? The empirical
approach to answer this question proceeds in two steps: first,
quantifying the pass-through of shipping costs to merchandise
import price inflation, and, second, assessing the
transmission of import price inflation to consumer price
inflation.

In the baseline scenario, shipping costs are assumed to rise
by 50% in the first quarter of 2021 and to stabilise at the
same level for the rest of the year, in line with the recent
industry experts’ projections. However, the uncertainty around
forthcoming container freight rates remains high and,
therefore, two alternative scenarios are considered: one of
anticipated normalisation in which shipping costs gradually
decline to a price level slightly higher than prior to the
pandemic starting from the second half of 2021, and one of
delayed normalisation in which the initial rise is followed by
a further 10% increase in each of the three remaining quarters
of 2021.

Figure 2 — Effect of global shipping costs developments on
OECD merchandise import prices and consumer prices
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In the first quarter, the observed rise in shipping costs is
estimated to boost merchandise import price inflation (year-
on-year) 1in OECD countries by 2.5 percentage points on
average. After four quarters, depending on the scenario, the
impact on merchandise import price inflation could still be
between 0.6 to 3.5 percentage points (Figure 2, Panel A).
Notwithstanding the swift reaction of import costs, the pass-
through to consumer price inflation would be modest. The
overall rise in CPI inflation would be by about 0.2 percentage
points after four quarters, with no major divergence across
the three scenarios (Figure 2, Panel B). Consumer price
inflation would start to recede gradually thereafter and
settle back over the following 2-year period, reflecting the
large inertia in price adjustments of consumption goods. Given
the relatively small portion of transport costs normally
incorporated in final goods value, this result 1is not

surprising' and is in line with previous estimates available

for the US economy (based on a different methodology).’

Arguably, the rise in ocean shipping costs could compound with
other input costs pressures - due to global shortages in
specific industries like semiconductors - and rising commodity
prices to further push up inflation 1in the coming months.

However, these cost-push pressures are expected to be
temporary. Inflation expectations are well anchored and global
spare capacity remains sizeable. As a result, a significant
and sustained pick-up in underlying inflation is unlikely
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beyond a few quarters and monetary authorities should look
through these transitory relative price shocks.
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By Daniela Glocker, OECD Economics Department

The Netherlands is recovering from its largest economic
contraction since the Second World War. Almost overnight, the
COVID-19 outbreak restricted people’s daily
lives. Work and education shifted to take place from home.
Many businesses offering non-essential but close contact jobs
could not easily adjust, leading to a reduction in working
hours or number of employed. Travel, social interactions,
shopping, cultural and leisure activities were restricted to
hold back the spread of the virus. The Dutch government
swiftly implemented a comprehensive support package,
and extended and adjusted the measures several times 1in
response to prolonged restrictions. These policies reduced
uncertainty and protected people, businesses and jobs. In
combination with structural and institutional strengths and a
high 1level of digitalisation, the generous fiscal
support helped the country to weather the COVID-19 crisis with
limited economic damage compared to many OECD countries
(Figure 1).

Figure 1. The economy contracted less than elsewhere
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The start of the vaccination campaign earlier this year marked
the beginning of the end of the health emergency. As the Dutch
roll up their sleeves, restrictions are progressively lifted,
business and consumer confidence are improving, and the
economy 1is set to recover gradually. The 2021
Economic Survey of the Netherlands foresees annual growth of
2.7% in 2021 and 3.7% in 2022, with GDP recovering the pre-
crisis 1level at the beginning of 2022. Private
consumption will drive the recovery as households can eat out,
shop and enjoy many of the social, cultural and leisure
possibilities that have been off-limits during the pandemic.
Nevertheless, private consumption will be held back by
households facing an increase in pension premiums and rising
unemployment as the result of support measures being phased
out. Uncertainties still abound. Quicker than expected vaccine
roll out can contribute to faster economic growth, especially
if returning confidence spurs people to spend some of the
savings amassed during the pandemic. On the other
hand, potential outbreaks of vaccine-resistant virus strains
could postpone the recovery. Well-targeted fiscal support
should remain in place in the short term to support the
recovery, but the government should also plan forward
and carefully weigh permanent spending increases against
pressures emerging from population ageing and related health
care expenditures.

The 2021 Economic Survey of the Netherlands argues that coming
out of the pandemic is an opportunity to build back stronger,
fairer and greener, by addressing some 1long-standing
structural challenges:

= In the Netherlands, a high share of workers are on non-
standard contracts. This trend has increased over recent
years, driven largely by lower labour costs for the
self-employed and other non-standard workers than for
regular employed. During the crisis, self-employed and
other flexible workers on freelance or on-call contracts
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were more likely to lose their job as the job retention
scheme mainly protected workers on permanent
contracts. Temporary <contracts are also used
more frequently in hospitality and service sectors,
which were hit hard by the COVID-19 crisis, in Llower
skilled occupations and among young workers. Although
the government provided some income support for the
self-employed, the crisis may have exacerbated income
inequality. Implementing the Commission for the
Regulation of Work recommendations is key to reducing
labour market duality. More should also be done to
reduce the gap in part-time work between women and men.

People living in the Netherlands are exposed to the risk
of local air pollution and to climate change risks such
as floods, as large parts of the country are below sea
level. People’s exposure to nitrogen emissions
remains among the highest in the EU owing to high
population density, high industrial and agricultural
production and being home to Europe’s main
seaport. A High Court ruling in 2019 stipulated a re-
evaluation of permits for a range of nitrogen emitting
activities, notably for construction and agriculture
projects near natural preservation areas. The available
nitrogen space for new developments remains limited,
constraining new investment in infrastructure, buildings
and agriculture. Greenhouse gas emissions are also high
compared to the EU average, and a High Court ruling in
2019 mandated a 25% reduction compared to 1990 levels by
the end of 2020. This prompted a reduction in coal power
capacity and other measures. The 2020 target was just
met, owing in part to the COVID-19 crisis that reduced
economic activity and mobility. Long-run prosperity and
people’s well-being hinge on the reduction of local air
pollution and greenhouse gas emissions, which
requires concrete national-level actions, as well as
enhanced regional and international cooperation.



» High debt and a high share of illiquid assets, mainly
housing, held by households create macroeconomic and
financial vulnerabilities. Household debt is at more
than 200% of disposable income, among the highest in the
OECD, mainly consisting of mortgages. Limited housing
supply and favourable tax treatment for owner-occupied
housing have contributed to soaring house prices. As a
result, home-owners are not only better off compared to
people not yet owning a house, i.e. often the young and
people on non-standard work contracts, due to higher
equity, but also compared to investors of other
assets. A possible future correction in house prices 1is
a risk to economic growth, as households who suffer
large capital losses tend to cut back on consumption in
order to continue servicing their debt. A more balanced
housing market with affordable prices and a better
functioning rental market would not only reduce
inequality and macroeconomic risks but also boost
growth. A coherent package of reforms 1is
needed, including to the tax treatment of owner-occupied
housing, spatial planning and rental regulations.

As the Netherlands re-emerges from the shadows of the
pandemic, and people and businesses are weaned off emergency
support, it is not the time to return to the old ways. It is
the time to build a new future. A future that is better.

The Tortoise and the Hare:
The Race Between Vaccine
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Variants of the virus causing COVID-19, notably the so-called
‘UK variant’, account for a large part of the resurgence of
infections in many OECD countries since the latter part of
2020. Seasonal effects also drive fluctuations in virus
incidence. More recently, vaccination has been very effective
at curbing COVID-19 infections, substituting for lockdown
policies at much lower costs to the economy. Those are among
the main findings of a recent Economics Department Working
Paper — The Tortoise and the Hare: The Race Between Vaccine
Rollout and New COVID Variants — an update to a previous
version of the study published last year.

The study relates country-level daily reproduction numbers for
OECD countries to several potential explanatory factors,
including containment policies, public-health policies,
seasonal conditions, the prevalence of variants, vaccination
rates as well as proxies for spontaneous behavioural changes
and natural immunity, all at once within the same framework.
It also relates containment policies to the OECD weekly GDP
tracker to study their effects on economic activity.

Some new variants of the virus are estimated to be able to
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boost the effective reproduction number by up to 50%. Seasonal
effects are also found to increase the effective reproduction
number in fall/winter, in some countries by up to 25% relative
to summer. The rapidity of these adverse shocks represent a
major challenge to policy-makers because they can coincide and
take full effect over a matter of a few months. The two
effects together can potentially boost reproduction numbers by
up to 90%.

Thankfully, vaccination is found to powerfully reduce the
spread of the virus. The estimated effects can be stated in
intervention-equivalent terms (see figure). Fully vaccinating..

7% of the population is equivalent to either complete
school closure, requiring people not to leave the house
with minimal exceptions, or banning all public
gatherings;

= 15% of the population is equivalent to closing down all-
but-essential workplaces;

= 20% of the population is equivalent to closing down all-
but-essential workplaces as well as public transport;

»50% of the population is equivalent to simultaneously
applying all of the above restrictions as well as
closing all international borders.

Equivalency between estimated effects of selected containment policies and percentage of
population fully vaccinated

% of population fully vaccinated
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Require not leaving house with minimal exceptions «

Complete school closure

Require closing all-but-essential workplaces
Require closing all-but-essential workplaces & public transport «
And, of course, vaccination does not have the damaging effects

on economic activity that lockdown policies have, rather it
boosts activity by enabling lockdown policies to be eased. The



study’s results are used to examine a few scenarios that
differ in the presence of COVID variants and the speed of
vaccination.

In a baseline scenario without variants nor vaccines,
stringent containment policies are needed to keep the
reproduction number below 1, and the situation 1is nevertheless
precarious 1in that many factors, 1including seasonal
influences, have the potential to push the reproduction number
above 1 and so lead to a surge in infections.

Another scenario assumes that the UK variant becomes
predominant, leading to an increase in transmissibility of the
virus by 35%. It shows that with only 13% of the population
fully vaccinated (which corresponds to the OECD median in mid-
May), the reproduction number remains above 1. Policy-makers
then face difficult choices about which containment policies
to tighten further. For instance, schools might need to remain
closed full time, which would be just sufficient to keep the
reproduction number below 1.

A more optimistic scenario illustrates how quick vaccine
rollout not only avoids the need to tighten containment
polices despite the presence of the UK variant, but enables
those in place to be progressively relaxed. For example, with
40% of the population fully vaccinated (which is close to the
shares in the United States and United Kingdom at end-May),
there 1s no need for any stay-at-home requirements or
workplace closure and restrictions on gatherings can start to
be relaxed, which has the added benefit of raising GDP by 4%
relative to the baseline scenario.

Together, the scenarios suggest that a rapid rollout of
vaccinations is needed to compensate for the pressure from
more infectious variants and avoid a cycle of stop-and-go
mitigation policies. For those countries now going into
summer, it is also important that policy-makers are not lulled
into a false sense of security by the temporary decline in



reproduction numbers due to seasonal factors, as in the summer
of 2020. Failure to vaccinate a sufficient share of the
population could then lead to a resurgence of the virus in the
winter as seasonal factors reverse.

Further reading
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