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The Spanish economy is on a clear expansionary path. Activity and employment are recovering, but low levels of 

productivity persist, and this depresses competitiveness and long-term growth potential while keeping wages low. 

And yet this is nothing new. Historically, Spain has seen lower rates of growth in labour productivity than the 

average of Economic and Monetary Union (EMU) member countries. In fact Spain has posted average annual 

growth of 0.7% between 1996 and 2017 as against 1.1% for the EMU as a whole. This difference is explained 

above all by the private sector, since growth in the Spanish public sector was greater than that of the EMU as a 

whole (0.5% as against 0.3%). However, in terms of absolute levels, public sector productivity is still rather low. 

Another differentiating factor is that is Spain, productivity developed pro-cyclically in the public sector and counter-

cyclically in the private sector. Among other factors, this different behaviour could be due on the one hand to the 

traditional role of the public sector as a cushion for employment, and on the other to the poor functioning of the 

Spanish labour market, with its high rate of temporary employment (above 26%, as against 13% for the EU as a 

whole). This figure is somewhat lower in the public sector - and more linked to the social and healthcare sectors - 

than in the private sector.  

In order to obtain a more complete picture of the public sector’s performance, we need to address alternative 

measures of productivity that can better reflected its complexity. Whereas productivity focuses almost exclusively 

on quantitative changes, the qualitative aspects are better reflected by efficiency. In this regard, one of the metrics 

most used is the Public Sector Efficiency Index developed by the World Bank. This indicator seeks to identify the 

perception of the quality of public services, the degree of independence from external pressures, the quality of the 

formulation and implementation of policies and the credibility of governments’ commitment to them. In this index, 

Spain is placed 36th out of 209 countries in 2016, and last in Europe. On the positive side, it had climbed 12 places 

from its position in 2006. However, it is still below countries such as France and Germany. All this points to there 

still being plenty of room for improvement before we reach the levels that will allow us to join the leading group of 

developed countries. 

As has been shown in many studies, greater efficiency and effectiveness of public institutions could translate into 

better outperformance of the economy as a whole, with a positive effect on a country’s economic development, by 

improving levels of GDP and wealth, as well as increasing economic stability and improving the quality of human 

capital. Together with this, less bureaucracy and regulation, greater controls on corruption, more transparency and 

trust and appropriate management of public finances go hand in hand with greater competitiveness of the 

economy. 

In an environment in which resources are scarce and citizens, increasingly well educated, demand better quality 

services, the public sector faces the major challenge of improving efficiency and productivity. To achieve this end, 

the adoption of the new technologies can help public authorities provide more and better services, reduce waiting 

times and increase the transparency of their actions. To this end, progress needs to be made among other things 

towards “paperless administration” and the use of citizens’ data to improve the services provided. This way the 

modernisation strategies of the public authorities must integrate (as they are doing) digital technologies among 

their main objectives 
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But that is not all. The development of a new digital society is demanding an organisational change in the public 

sector a new way of interacting with citizens, more open, democratic and participative. All this puts the process of 

digitisation of public administration at the centre of the debate, making it a priority objective of governments. 
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DISCLAIMER 

This document, prepared by the BBVA Research Department, is informative in nature and contains data, opinions 

or estimates as at the date of its publication. These derive from the department’s own research or are based on 

sources believed to be reliable, and have not been independently verified by BBVA. BBVA therefore makes no 

guarantee, either express or implied, as to the document's accuracy, completeness or correctness. 

Any estimates contained in this document have been made in accordance with generally accepted methods and 

are to be taken as such, i.e. as forecasts or projections. Historical trends in economic variables (positive or 

negative) are no guarantee that they will move in the same way in the future. 

The contents of this document are subject to change without prior notice, depending on (for example) the economic 

context or market fluctuations. BBVA does not give any undertaking to update any of the content or communicate 

such changes. 

BBVA assumes no liability for any loss, direct or indirect, that may result from the use of this document or its 

contents. 

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, disinvest or obtain any 

interest in assets or financial instruments, nor can they form the basis of any contract, undertaking or decision of 

any kind. 

In particular as regards investment in financial assets that could be related to the economic variables referred to in 

this document, readers should note that in no case should investment decisions be made based on the contents of 

this document; and that any persons or entities who may potentially offer them investment products are legally 

obliged to provide all the information they need to take such decisions. 

The contents of this document are protected by intellectual property law. The reproduction, processing, distribution, 

public dissemination, making available, taking of excerpts, reuse, forwarding or use of the document in any way 

and by any means or process is expressly prohibited, except where this is legally permitted or expressly authorised 

by BBVA. 
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