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Luxembourg in the Greater Region: competitiveness and economic growth  

On 15 February and 16 February 2011, the Economy Days brought together almost 300 participants 

on the premises of the Luxembourg Chamber of Commerce. This was the sixth edition of the cross-

border business forum, whose proceeds went to Luxembourg association Jonk Entrepreneuren. 

The objective of the event was to provide an overview of the five previous editions and to reflect on 

competitiveness and growth as challenges that are shared by all stakeholders in the Greater Region. 

Several entrepreneurs, politicians and economists gave their insights into how competitiveness is 

perceived in Luxembourg and in the Greater Region. Participants focused on two key areas during 

the event. 

1. The competitiveness of businesses in the Greater Region  

The Greater Region, featuring Luxembourg at its heart, boasts several assets that can help its 

economy develop. The area, located at the heart of Europe, is home to 11.5 million residents, 

375,000 businesses, 15 universities and 220,000 students. What are the key success factors for 

businesses in the area and what are the challenges they are faced with on a daily basis?  

The Ministry of the Interior and of the Greater Region highlighted the need to confirm the key role 

Luxembourg plays in the Greater Region and the ability of the country to drive economic growth in 

the Greater Region as a whole. The Grand-Duchy of Luxembourg has a great vision for the Greater 

Region, from a business, logistics, environmental and cultural standpoint. On the other hand, 

many workers from the Greater Region contribute to the Luxembourg economy. So, in return, the 

area must be able to provide an environment that is conducive to entrepreneurship and innovation 

and that makes it possible to harmonise the tax, regulatory and institutional framework by 

minimising obstacles to exchanges and cross-border movements of labour. Finally, the area must 

also promote greater cohesion across all regions.  

The Economy Days provided the opportunity to present the early findings of the PwC study, to be 

available in late March, on the competitiveness of businesses in Lorraine, Wallonia, Saarland and 

Luxembourg. The study identified two key development factors for SMEs, i.e. innovation and 

exports. 

The study also shows that 40 per cent of respondents do not have a business plan, even though this 

is crucial to controlling and managing their development. In other words, beyond the technical 

aspect of having a business plan, most businesses do not currently have a clear vision of the 

strategy they should implement.  

Entrepreneurs all agreed that, to be successful, their projects needed to rely first and foremost on 

human capital, i.e. people, their expertise and dedication. Therefore, with the Greater Region being 

such a multicultural area, proficiency in foreign languages combined with the efficient 

implementation of a training curriculum are critical in providing the area with the abilities it needs 

to develop from the inside. 



Overall, the entrepreneurs who took part in the Economy Days and who responded to the study are 

calling for closer economic integration between the economies of the cross-border areas. They 

would like to see less red tape and fewer labour cost disparities across the Greater Region while 

highlighting that the entire area needs a qualified work force.  

The President of the Greater Region and of the Lorraine Regional Council, who is aware of the 

situation, confirmed that local politicians were willing to enhance cooperation and keen to create 

genuine synergies, using the Luxembourg economy as a driver. Initially, the Greater Region was 

mainly an employment area; however, it must now have a shared outlook and build a shared life 

plan. This ambition, which is shared by political decision-makers, must be applied to the areas of 

education, research and cross-border movement of labour to help create a unique, polycentric 

metropolis that is vibrant and pulsating with life. 

2. Luxembourg's competitiveness  

If one considers the concept of competitiveness only in terms of labour costs and taxes paid by 

companies, Luxembourg would seem to be better placed than its partners in the Greater Region. 

However, competitiveness includes many other aspects: it must be viewed from a historical 

perspective and one must also look at the trends in this area. Viewed from this angle, Luxembourg 

also has its drawbacks. 

While salary costs are relatively low in Luxembourg because a great part of social security 

contributions are subsidised by the government, this competitive advantage is diminishing. This is 

happening slowly, however, and the phenomenon does not yet seem to be a cause of concern for 

businesses, employees and decision-makers. It is important that Luxembourg's economy should be 

modernised, taking into account two aspects that define competitiveness, i.e. long-term, structural 

competitiveness (innovation, infrastructure) and short-term competitiveness which relates to costs 

and prices. 

From a microeconomic standpoint, competitiveness issues will vary according to the line of 

business. For instance, the manufacturing sector will be more sensitive to labour cost 

considerations, taking into account the nature of the productive processes. On the other hand, high 

value-added lines of business such as computing and information and communication technology 

will require equipment and intangible assets rather than advantages relating to salary costs. One 

thing all lines of business do have in common is that Luxembourg companies have seen their profit 

margins shrink due to the combined effect of market pricing and increased global competition on 

the one hand and increased salary and energy costs on the other. Businesses are also faced with 

many administrative burdens which slow down the implementation of projects and hinder 

development. Luxembourg, like most developed countries, is looking to achieve economic growth 

and sustainable development by focusing on innovation. From that standpoint, Luxembourg 

remains competitive by attracting talented people from neighbouring countries to compensate for 

its shortage of skilled workforce. Participants also agreed on the need to inspire young people from 

Luxembourg and the Greater Region to become entrepreneurs.  

Luxembourg's Ministry of the Economy and Foreign Trade was on the same wavelength when he 

said that a wake-up call would be needed to make people realise that the country's competitiveness 

was slowly ebbing away. While the requirements of businesses evidently vary according to the 



industry, Luxembourg must enhance synergies and cross-border movements of labour within the 

Greater Region, ensure that the two sides of industry engage in talks, agree on short-term 

indicators, implement warning systems, focus on education and training and invest in research. 

The minister was promoting his package of 65 measures designed to boost competitiveness at 

national level and will soon be issuing a report that will take stock of those measures.  
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