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EURO LABOUR MARKET: REFORMS START TO PAY OFF 

Berenberg Macro Flash 

 

 
The Eurozone’s modest economic recovery is creating some new jobs. More importantly, the reform countries at the euro 

periphery are starting to reap the rewards of their efforts. Eurostat’s report on Eurozone and EU employment in Q1 con-

firms the findings that became visible a quarter earlier already. 

 

Two quarters after the recession ended last spring, Eurozone employment started to rise slightly in late 2013. In Q1, em-

ployment edged up a further 0.1% qoq, maintaining the slow pace of Q4 2013. The gain in Eurozone employment is rough-

ly in line with the fall in unemployment from a peak of 12.0% in the summer of 2013 to 11.8% in Q1 2014. The additional 

drop in unemployment to 11.7% in April as well as good readings for employment expectations and hiring intentions in 

various surveys project further and probably somewhat faster gains in employment ahead. 

 

A lot of the better news comes from those countries at the euro periphery that have reformed their labour markets under 

the pressure of crisis. Following an 0.6% qoq surge in employment in late 2013, Spain recorded a further rise by 0.2% in 

Q1. Even Greece managed to raise employment by 0.2% qoq in Q1 after a 0.7% fall in late 2013. While Portuguese em-

ployment fell by 0.3% in Q1, this correction comes after strong gains in the previous quarter.  

 

While the annual changes in employment do not do full justice to the most recent developments, they roughly confirm the 

positive story. At 1.8% yoy, Portugal is far ahead of the annual gains of Germany (0.8%) and close to Ireland (2.3% yoy) 

and the UK (2.5%). Greek employment is still 0.5% below its year-ago level despite the small quarterly gain in early 2014. 

Still, this is the least bad annual result for Greece since the start of its crisis. On that count, Greece even beat the Nether-

lands (employment -1.0% yoy) and came on par with Finland (-0.5% yoy) in early 2014. 

 

The laggards remain the two big euro members that have not yet done much to reform their labour markets. Employment 

stagnated in France in early 2014 for the third quarter in a row while it continued to fall in Italy, albeit by just 0.1% qoq 

after 0.2% quarterly drops in the second half of last year. 

 

Relative to the mediocre pace of Eurozone GDP growth of 0.2% qoq in Q1, the fact that employment has expanded at least 

slightly since the autumn of 2013 is remarkable. This holds especially true for the erstwhile euro crisis countries where the 

labour market is now doing much better than actual GDP growth would suggest. It is early days. But this looks like a clear 

sign that the labour markets reforms are working at the periphery.  

 

In a more flexible labour market, companies hire workers earlier and in greater numbers than they had done in previous 

upswings. This is exactly the experience Germany made after its Agenda 2010 reforms of 2004. The rewards of labour mar-

ket reforms do not show up immediately when the laws are changed. They become visible when the economy turns the 

corner. In Germany, this happened in early 2006, two years after the reforms. But once the economy is starting to move up, 

employment expands faster than GDP would suggest. Today, Germany’s strong labour market dynamics underpin its rude 

economic health, its firming domestic demand and its balanced budget.  

 

Again, it is very early days. And quarterly data are no more than a snapshot that can be revised substantially. But for what it’s 

worth, the Eurozone employment data today strengthen our call that those countries at the euro periphery that have re-

formed their labour markets could soon come close to Germany’s growth dynamics. The data are also a stark reminder to 

prime ministers Valls in France and Renzi in Italy that they better get serious about labour market reforms. Renzi delivered 

a small step earlier this year already (temporary work contracts can be extended to up to 3 years). But he needs to go further 

to match the success stories of Ireland, Spain and Portugal.  
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Eurozone employment 
 

% change Q1/ 14 Q4 Q3 Q2 Q1/ 13 Q4 

qoq, sa 0.1 0.1 0.0 -0.1 -0.5 -0.3 

yoy 0.2 -0.4 -0.7 -1.0 -1.0 -0.7 
Source: Eurostat 
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