OECD ECONOMIC SURVEYS
SPAIN

ISSN 0376-6438, e-ISSN 1609-7513
November 2018

Consulta en linea desde Intranet

Basic Statistics of Spain, 2017 - - eenreren s e 8
Executive Summary - " . eemsramerensemnesssssreneeas 9
Key Policy Insights eeemmesmessmeseasemesemesesssrassnens - " . w15
Recent macroeconomic developments and shorl-term proSpeels e eescceens o ssmsseesen o 22
The recovery has been robust and balanced...........o e e e cnee e 22
Growth 1s set to continue, but at 8 sIoOWer PACE ..o 25
Strengthening the financial system's resilience to new challenges . 27
Fiscal policy to manage medium-term sustainability risks . 32
Fiscal vulnerabilities need to be addressed ... 32
Addressing spending pressures from demographic challenges is crucial oo 33
Addressing medium-term challenges to well-being ... 39
Income and wealth inequality should be further reduced. .. 41
There 15 room 1o make rowth Ereener ... e 55
Boosting productivity and trade.....om e ST 57
There is room to increase internationalisation further.........ovninn., e e 58
Removing barriers to firm growth will help increase internationalisation.........cc.icceecsens 60
Migration can facilitate rade ... e 65
References .... - - w8
Annex. Progress in main structural reforms - - - - .15
Thematic Chapter. . . . SRR . |
Chapter 1. Reducing regional disparities for inclusive growth.... - w81
Challenges For Jag@ing FEEIOMS ..ottt e e e asns eesaie s em o ee et em b em e em s s emeem e R4
Regional disparities in well-being are more pronounced than disparities in income....................B4
Regional dispersion in labour market outcomes 15 high. . B
Low skills can be a barrier to growth in lagging reions .. HR
Low productivity prowth also contributes to regional disparities............... S a0
Addressing regional disparities in labour market outcomes ... mitieint ettt 93
Improving the employability of low-skilled unemploved ... .o e ccieceen e 93
Boosting labour mobilIty ... oo e e 94
Lowering regional disparities in education OUECOIMICS .. ... et em e emsen e 98
Improving the adaptability of workers through lifelong learning ............... e e 100
Ensuring a better matching of skills with labour market needs.....coooooiiniinn e 102
Raising the overall level of basic skills and increasing equality of opportunity .......coooceeiein 107
Boosting productivity and firm dynamism 8cross Teglons. ... oo csesiesieesvecssesnsescssnsssecnses L0
Reducing regulatory differenoes ..o 109
Raising the ability of regions to benefit from spillovers .. 111
Getting the most out of decentrallSation ... e s e 120
Improving evaluation, coordination and sharing of best praclices ... s e 120
Strengthening the fiscal framework and rules e et 120

References ...... .- . . 128



https://www.oecd-ilibrary.org/economics/oecd-economic-surveys-spain-2018_eco_surveys-esp-2018-en

Tables

Table 1. Macroeconomic indicators and proJections. ... ...ttt 26
Table 2. Shocks that could strongly impact the Spanish cconomy. ... 27
Table 3. Nlustrative fiscal impact of recommended reforms. ..o 34
Table 4. Past OECD recommendations on fiscal sustainability ... 35
Table 5. Factors associated with greater houschold wealth accumulation ... 43
Table 6. Past OECD recommendations on tax, social and labour market policies .. 55
Table 7. Potential impact of structural reforms on GDP per Capila.. ... ceecseecaesresienne o 02
Table 8. Past OECD recommendations on improving the business climate ......oiiieieacnienn 1)
Table 1.1. Regional differences in educalion oUICOIMIES ... e oeeee e 99
Table 1.2. Catch up to the national productivity Fronbier ... 112
Table 1.3. Labour misallocation according to firm ame. ... 114
Table 1.4. Regional innovation perfOrmianee ... e 117
Figures
Figure 1. The economy and employment have grown steadily ..o, 16
Figure 2. High unemployment and debt levels represent vulnerabilities .. 17
Figure 3. Lower labour productivity and labour utilisation both contribute to GDP per capita gaps ... 18
Figure 4. Boosting growth potential requires higher multifactor productivity growth ... 19
Figure 5. Regional dispersion in well-being is high . 20
Figure 6. The recovery has Been SIIOMmE. ...ttt e e e e 22
Figure 7. Export performance has been sIong. ... e e 23
Figure 8. Structural factors have contributed to the changes in the current account ..o 24
Figure 9. Exports have become more diversified oo s 25
Figure 10. Macro-financial vulnerabilities have decreased. ... ceescimenn s 28
Figure 11. Capital ratios have increased, but remain Low ... ceseeeiesscssnscsmese s 28
Figure 12. MNon-performing loans are falling, but remain high .. 29
Figure 13. House prices are recovering slowly and unevenly ... 30
Figure 14. Home bias in banks” holdings of government bonds 1s still hagh .31
Figure 15. Private sector debt is dechiming ... 32
Figure 16. High pension costs highlight the importance of a durable reduction of public debt.............33
Figure 17. The old-age dependency ratio in Spain will more than double by 2050, 36
Figure 18. The replacement rate for pensions in Spain remains high for those having a full career.....38
Figure 19, Operating expenses of private pension systems in selected OECD countries ... 39
Figure 20. Well-being performance 1s mied .o 40
Figure 21. Income inequality is Bimh .o 41
Figure 22. Wealth inequality 1s comparatively Low ..o 42
Figure 23. Social expenditure is relatively high, but could be better targeted ... 44
Figure 24. Taxation remains tilted towards labour...... i 46
Figure 25. Spain 15 a competitive tourism destimalion.. ..o s is s ssssssssesssssssesnass 47
Figure 26. The labour market remains segmented .o e i e cesssessesains smsseed 49
Figure 27. Wage declines disproportionately affected the lowest deciles during the crisis ...................50
Figure 28. Gender pay gap decreases With edUCELION ..ot e cessres s sains ssmese s 51
Figure 29. The share of workers covered by firm-level collective agreements is low .. 52
Figure 30. Education outcomes vary by socio-economic conditions ... 53
Figure 31. The rate of child poverty 1s high .. 54
Figure 32. Green growth indicalors: SPaiml. ..ottt s eninssmeee e 56

Figure 33. Environment-related patents are not concentrated on Water ..o 57



Figure 34. Trade performance could be enhanced further ... 58
Figure 35. Spain can improve its participation in global networks in a number of dimensions.............59
Figure 36. The share of exporting SMEs has increased, but remains relatively low ... 39

Figure 37. Employment in SMEs 1s relatively high, but their productivity 15 low .ooicieicceicieenn B0
Figure 38. Barriers to entreprencurship are high ..o 61
Figure 39. Public procurement could be better utihised ... 64
Figure 40. Spain has previously not attracted highly educated migrants ... G
Figure 1.1, Income per capita differs across FEEIOMS .. ..o e csiseesis e s essensem s cosssmseses snesaensensa 82
Figure 1.2. Per capita income growth has become stronger in nicher regions than in poorer ones .......53
Figure 1.3. Regional disparities in income and poverty are high ... 83
Figure 1.4. Regional disparities may have implications for well-being at the country level ...............86
Figure 1.5. The dispersion of unemployment rates across regions is relatively high. .. 87
Figure 1.6. Low levels of education are associated with high unemployment rates at the regional

LV ettt b b R SR R AR e R R bbb &R

Figure 1.7. School performance displays large regional disparities
Figure 1.8, Some regions have low demand and supply of skills L.

Figure 1.9. Labour productivity is also a driver of regional disparities ... a0
Figure 1.10. There 15 much scope to boost the productivity of Spamish frontier firms ... 91
Figure 1.11. Investment in intangible assets 15 low in MOSt TEEIOMS .o ce e covme v eneses s en s 92
Figure 1.12. Regional differences in terms of the percentage of high productivity firms are high........ 492
Figure 1.13. Within-country dispersion in business survival Tales.....co s 93
Figure 1.14. Annual regional migralion FEEE ...t et e es et enae 95
Figure 1.15. Burden of housing costs, especially for tenants and low-income houscholds, 1s high... .97
Figure 1.16. Potential gains to productivity from policy reforms that reduce skill mismatch ............... 94
Figure 1.17. Participation in life-long learning across Europe by educational attainment...........c....... 101
Figure 1.18. The changes in nature of jobs require new skills i, 104
Figure 1.19. There 1s scope to improve digital skills..... e e 105
Figure 1.20. Spanish firms lag in their use of key digital technologies ... 106
Figure 1.21. Grade repetition and early school leaving rates are positively related at the regional

LBV et b R AR 4R A 4R RS RS bR 107
Figure 1.22. Education outcomes vary by socio-cconomic conditions ... e 108
Figure 1.23. Economic regulation is relevant for firm growth . 110
Figure 1.24. Barriers to starting a business and business birth rates at the regional level ... 111
Figure 1.25. Factors and policies to boost spillovers from the fromtier ... 113
Figure 1.26. Resource misallocation 1s heterogencous across Spanish reglons. ... veeccieienenn 115
Figure 1.27. The share of jobs with high-performance workplace practices 15 low ..o 116
Figure 1.28. Regions have different strengths in terms of exposure to international factors ... 119
Figure 1.29. Distribution of expenditures and revenues across levels of government ...................12]
Figure 1.30. Responsibilities of regional governments are large in S0me areas.. ... ceeecoreeeneenes 1 22
Figure 1.31. Vertical transfers increase dispersion of regional resources ..., 124
Figure 1.32. Regional debt Indicators. ... s s s s s s 125

Boxes

Box 1. Economic priorities of the new SOVEIMITIEIL. .. ... ceeaisemsismssscessensem emssnsos e snsmsesssensa 21
Box 2. Quantifying the fiscal impact of selected policy recommendations ... 34
Box 3. Income and wealth mobility in SPamn ..o 42
Box 4. Sclected tax reforms since 20T e e 45
Box 3. Quantification of structural reformis o et ce e st en b e 62

Box 6. Other recommendations on macro and structural polIcies. ... a7



Box 1.1. Responsibilities across different levels of government.. ... &3

Box 1.2. Recent initiatives in lifelong Ieaming . ... ce s en s en s ens 100
Box 1.3. Existing policies to boost digital skills and adoption. ... 107
Box 1.4, Achieving good education outcomes: the case of Castille-Leon .o 109
Box 1.5. Firm productivity convergence In SPaill.. .ot em s sen e 112
Box 1.6. Resource misallocation In SPaii. ..ot 114
Box 1.7. Reform of the regional financing system in 2009 e iee e cssesiesms s sssn s eses 123

Box 1.8, RooommenollIoms ... .ottt i i ietsisees s imtststs s e sasmts et ie sebmtmtmt s s it tmte s e e s et tn s mtnae s saan 126



OECD ECONOMIC SURVEYS
AUSTRALIA

ISSN 0376-6438, e-ISSN 1609-7513
December 2018

Consulta en linea desde Intranet

Executive Summary 9
Key Policy Insights 13
Macroeconomy: a good near-term outlook but risks remain. ... 15
Monetary policy, housing and financial markets: emerging from the low-interest rate
L L a1 T 23
Fiscal policy: deficit reduction COMMIMUES .. ...ooiiiiiiieiie e e s e ss s s et esemm e seamsaennneas 26
Transport, urban environments and utilities: substantial ongoing challenges. ... 36
Skills: evolving to new MEEAS ..o e s 38
Inclusiveness: scope 10 NAITOWINE ZAPS TEITHALIIS e eiuutrnuterisiasiesiansss s ansss s s nss s s e s saams e snamsassansas 41
Business policies: ensuring strong competition and boosting innovation. ... e 45
Environmental policy: challenges in climate change and biodiversity ..., 48
] L AL =TT 53
Thematic chapter 55
Chapter 1. Benefitting from globalisation and technological change 57
T T 57
Welfare and activation policies to help workers face change ... s 79
Raising excellence and equity in education and sKills ... 29
Strengthening adaptability to globalisation and technological change in metropolitan areas.......... 105
e 0T 120
Tables
Table 1. Macroeconomic indicators and projections ... e s 19
Table 2. Tail-end scenarios for the Australian ECONOMY ... e 22
Table 3. Past OECD recommendations on monetary and financial stability ..o, 26
Table 4. Nustrative fiscal impact of recommended reforms ... 34
Table 5. Nlustrative GDP-per-capita impact of recommended reforms........ooooiiiiiiiecicee 35
Table 6. Past OECD recommendations on maintaining fiscal prudence and ensuring efficient tax
and public SPeNAINE ..o s ssis s sase s e s e sasmserassssrmsasbEEsasaE s SRR RS BEE R R AR R RS 33
Table 7. Past OECD recommendations on infrastructure and utilities ... 38
Table 8. Past OECD recommendations on emplovment, health and welfare ... 44
Table 9. Past OECD recommendations on ensuring competitive and innovative business.................. 47
Table 10. Selected components of Australia's current emission-reduction policy... . |
Table 11. Past OECD recommendations on environment Policy ... eeesseeas 52
Table 1.1. Australia's principal metropolifan GrEas .. ... ..o e e e e eemeees 103
Table 1.2. Government responsibilities across selected urban 1ssues......ooooiiiiiiiiiicii e 108
Table 1.3. Recent planning reform imiTIaTIVES. ... s s s s s svsnssmses 110

Table 1.4. Key taxes and charges relating to the ownership and use of vehicles ...cviiiiiiiniiiiiniinnnn 113


https://www.oecd-ilibrary.org/economics/oecd-economic-surveys-australia-2018_eco_surveys-aus-2018-en

Table 1.5. An overview of electric-vehicle policy in Australia ... 114

Table 1.6. Selected initiatives supporting and trialing autonomous vehicles in Australia................... 115
Figures

Figure 1. Strong GDP per capita performmamne. . ... oo cee e ee e e s sacessemsesss s s s s nsssesnnmsas 13
Figure 2. Favourable Well-DeIng SCOMES ... ..o e cs e e e s e s me e s e st e ssbesenmsas 14
Figure 3. A range of economic, social and environmental challenges. ..., 16
Figure 4. Robust output growth with recovering investment and falling unemployment...........c...c... 17
Figure 5. Wage and price inflation remain subdued ... 18
Figure 6. House prices are easing but the household-debt burden continues to rise......civiniciiinnenn 20
Figure 7. Exports of commodities to Asia remain dominant . e e 21
Figure 8. Policy-rate normalisation yet to begin, federal budget consolidation continues .................... 23
Figure 9. Capital and liquidity positions of banks have improved ... 24
Figure 10. Low public debt and comparatively low government spending ........coccovveciviimincinnccenncna. 27
Figure 11. Federal budget consolidation since the global finance crisis. ..., 28
Figure 12. A wide range of debt-reduction speeds can be followed ... 29
Figure 13. The Goods and Services Tax rate is low in international comparison........co. 32
Figure 14. Education and health indicators point to middle-ranking spending, yet room for better

LT 1 TP 33
Figure 15. A new surge in government investment 18 UNAerWay .........ooviimriionccieeceeee e csesresnaces 36
Figure 16. Australia's PISA performance 15 Weakenming ..o eiceseis e s sis s 39
Figure 17. Motherhood has a strong impact on labour market participation ..o, 42
Figure 18. Partnered mothers work very short hours...... e, 42
Figure 19. A favourable regulatory climate for bBUsSIness ..o 45
Figure 20. Services Trade Restrictiveness INdeX ..o s s s 46
Figure 21. Environmental indiCaiors. ... ... oo eicss e e s e samse s sme s e s s 30
Figure 1.1. Advanced economies have experienced large rises in living standards ..o 38
Figure 1.2, Labour productivity BAs FISEI ..o ee e et s e s s e s 59
Figure 1.3. Higher labour productivity is associated with more employment.......coooiiiiinniinnnccinncnn. 60
Figure 1.4. There has been no strong long-term trend in hours of work per capita.....ccviviniciiincnn 60
Figure 1.5. The sectoral composition of Australian economy has shifted dramatically ......ccooviiiincn 6l
Figure 1.6. The sectoral composition of Australian employment has also changed.......coovviiniciiiinnnn 62
Figure 1.7. Job polarisation in Australia COMTIMIES . ....o.oiiiiiii s e eceesimc e s e s essseseameas 63
Figure 1.8. Routine manual jobs in Australia are being replaced by non-routine cognitive and non-

FOUEINE FAMAL JOBE oottt i e i bn et e e e e ens e e s 64
Figure 1.9. Growing use of information and communication technologies........cccoviiiiieeicinnccinncnn. 65
Figure 1.10. There will be further automation of tasks.....c.co b
Figure 1.11. The share of part-time work is high in Australia, while shares of temporary

employment and self-employment are Jow ... s e ssssss e 67
Figure 1.12. The upward trend in casualisation has been reversed.. ... 68
Figure 1.13. The duration of jobs has not fallen ... 68
Figure 1.14. Australia’s labour-market separation rate 18 high ..o, 69
Figure 1.15. Dhisplaced workers find new jobs rapidly ... 70
Figure 1.16. Unemployment experience differs across states and termitories. ..., 71
Figure 1.17. Probability of finding employment after being displaced differs across groups of

LN = 72

Figure 1.18. Income inequality in Australia has risen and remains above the OECD average ............. 74



Figure 1.19.

Growth of incomes in the middle has been comparatively weaker over the last 15 years 73

Figure 1.20. Female participation and the incidence of part-time work have risen...........cccccooceeeenne. 76
Figure 1.21. Wages have risen faster for high-skill 0ccupations ... 76
Figure 1.22. Poverty in Australia 1s above the OECD aVerage . ... cmmmssmmmssemmmsmiss s s 77
Figure 1.23. Poverty in Australia has decreased over THME........oooiiiicie e e e 77
Figure 1.24. Poverty rates across country of birth and indigenous status ..., T8
Figure 1.25. Risk of poverty across various characteristics. ..o s csmssssmssssmmasssisssmssssasss i 79
Figure 1.26. Participation tax rate from moving into employment can be high ... 20
Figure 1.27. Spending on training for the unemployed is low in Australia ..o 83
Figure 1.28. Protection of permanent workers 1s low in Australia ..o e 84
Figure 1.29. Female employment rate 15 low and many work part-fime .........ooocvveeomeeccinesceensee s 86
Figure 1.30. Motherhood has a strong impact on labour market participation.........cccoeciiiiiciince s 86
Figure 1.31. Partnered mothers work very short hours.....c 87
Figure 1.32. Employment rates of lone mothers in Australia are among the lowest in the OECD ....... 88
Figure 1.33. Australia has highly educated population...........c.coooi e e 90
Figure 1.34. Australian 15-year olds are highly proficient ... 91
Figure 1.35. Adults in Australia have strong computer and ICT skills.......oooiiiiiiiiiciiciiiie s 92
Figure 1.36. The participation of adults in education and training 15 high ..o 92
Figure 1.37. The workplace is a strong element of the skills systerm......ccocoiiiiiiiiicciecceie e 93
Figure 1.38. Expenditure on education has increased over the last decade ... 93
Figure 1.39. Proficiency of Australian |5-year olds has declined over time ......ccccooccvviciinicciiiicecns 94
Figure 1.40. Disadvantaged students have much higher probability of low performance..................... 95
Figure 1.41. Over-qualification 15 above the OECD average ..o e 96
Figure 1.42. Enrolment rates of Australian children in early childhood education ..........coooiieiiiicais 97
Figure 1.43. Enrolment rates in early childhood education of disadvantaged students are much

O T ettt b £ A R g E 98
Figure 1.44. There is room to reduce the share of adults with low basic skills......cccconcinniennn. 101
Figure 1.45. Australia’s metropolitan areas account for a large share of state populations................. 106
Figure 1.46. Congestion 1s reducing average traffic speed ... 107
Figure 1.47. Population density in metropolitan areas remains comparatively low ..., 107
Figure 1.48. Some states still have small-scale local governments in urban areas.........ccccoeiiciienens 109

Boxes

Box 1. Housing affordability initiatives COmIIIIE ..o eeee et ieeeme e csmassaes s reesmneens 25
Box 2. Hikes in VAT rates: examples from other countries, impact on inflation..........ccoenn 3l
Box 3. Quantifying the fiscal impact of structural reforms ... 34
Box 4. Potential impact of structural reforms on percapita GDP ..o 35
Box 5. Keys to successful outcomes in support for indigenous populations ... 43
Box 1.1. Displacement and re-employment of workers in Australia: evidence from the HILDA

LTV 1 utveieceeeitmeesinamseeeame eseasseeammesersmeesbe e sea bt e e mne £ d e bt S e ot e dmn e e eA bt e m e g e b e n e me st et n s bas 72
Box 1.2, Uncertainties in congestion impact from investing in roads ... 112
Box 1.3, Recommendations ... i i s sis s s sss ssasssmissis s s sssmssia o 118



