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Foreword

Official statistics play a fundamental role in today’s society. Public adminis-
trations, policy-makers, economic operators, markets, researchers and citi-
zens rely on high quality statistics to describe developments in the economic,
social, environmental and cultural spheres as accurately as possible. Statisti-
cal authorities respond to the needs of these users who require easy and time-
ly access to such high quality information.

Impartial and objective statistical information is essential in order to enable
well informed decisions based on an accurate and relevant picture of society.
Statistical information underpins transparency and openness of policy deci-
sions; official statistics therefore are a public good and a basis for the smooth
functioning of democracy.

At a European level, statistics are increasingly important for the definition,
implementation, monitoring and evaluation of policies. Europe needs a pleth-
ora of statistical data which meet the highest possible standards in terms of quality. For example, reliable
statistics are needed to assess macro-economic developments such as inflation, employment, govern-
ment finances, economic growth and the business cycle in general: in order to facilitate economic policy
coordination among Member States, which is especially important in the current economic situation; to
keep Europe on the path to sustainable development; and finally, to reinforce a commitment to solidar-
ity and social justice. European statistics thus constitute an essential information tool that may help
monitor European Union strategic objectives, as well as sustaining underlying policies and supporting
instruments.

Eurostat, the Statistical Office of the European Communities, ensures the development, production and
dissemination of harmonised statistics at European level. Eurostat gets most of its data from the national
statistical authorities in the Member States. It then processes, analyses and publishes that data at a Euro-
pean level, following common statistical concepts, methods and standards. Eurostat also supports and
encourages the development of similar statistical systems within countries neighbouring the European
Union, driving thereby a process of statistical harmonisation.

This year, 2009, is the European year of Creativity and Innovation; therefore, the spotlight (opening)
chapter of this publication reflects this by focusing on statistics relevant to these topics. I hope this pub-
lication will encourage you to use Eurostat’s data for your information needs and daily work. Please
consult our website at http://ec.europa.eu/eurostat which offers you free access to nearly all Eurostat data
and publications.

“’;A?aﬂ,mwi__

Walter Radermacher

Director-General, Eurostat


http://ec.europa.eu/eurostat

ABSTRACT

Europe in figures — Eurostat yearbook 2009 - presents a comprehensive selection of statisti-
cal data on Europe. The yearbook may be viewed as an introduction to European statistics
and provides guidance to the vast range of data freely available from the Eurostat website at
http://ec.europa.eu/eurostat.

Most data cover the period 1997-2007 for the European Union and some indicators are provided for
other countries such as candidate countries to the European Union, members of EFTA, Japan or the
United States (subject to availability). With just over 500 statistical tables, graphs and maps, the year-
book treats the following areas: the economy, population, education, health, living conditions and wel-
fare, the labour market, industry and services, agriculture, forestry and fisheries, external trade, trans-
port, the environment, energy, science and technology and Europe’s regions. This edition’s spotlight
chapter covers creativity and innovation — the theme of the European year 2009.
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The Eurostat yearbook

The Eurostat yearbook

Europe in figures — Eurostat yearbook
2009 provides users of official statistics
with an overview of the wealth of infor-
mation that is available on Eurostat’s
website and within its online databases. It
belongs to a set of general compendium

publications and, of these, it provides the
most extensive set of analyses and de-
tailed data. Europe in figures has been
conceived as a publication that provides
a balanced set of indicators, with a broad
cross-section of information.

EUROSTAT DATA CODES - EASY ON-LINE ACCESS TO THE FRESHEST DATA

Eurostat data codes (such as ‘tps00001" and ‘nama_gdp_c’) (*) allow the reader to
easily access the most recent data on the Eurostat website. In this yearbook they are
given below the tables and graphs (figures) in the source field whenever Eurostat
data is presented.

Note that the data on the website is frequently updated and may also be more de-
tailed or be available in a variety of different measurement units. Please note also
that this description presents the situation in February 2009 and that the browsing
tools described underneath are evolving. The latest information concerning the data
code can be found on the Eurostat website at http:/epp.eurostat.ec.europa.eu/
portal/page/portal/publications/datacode.

In the PDF version of this yearbook the reader is led directly to the relevant table
when clicking on a hyper-link formed by the data code in the source of each ta-
ble or figure. The browsing tool for a collection of main tables is called TGM (Tables,
Graphs and Maps), where data can be visualised with graphs and maps in addition to
a standard, tabular presentation. For the other type of code, complete data sets can
be viewed using a browsing tool called the Data Explorer.

Readers of the paper version can access the tables either:

directly with the default browsing tool (TGM or Data Explorer depending
on the type (*) of data code) by using the link, http://ec.europa.eu/eurostat/
product?code=<data_code>&mode=view (where <data_code> isto bereplaced
by the data code in question), or;

by choosing a browsing tool (TGM, Data Explorer, EVA, EVA Java) and then
selecting which tools to use to filter and download information in various
formats (HTML, TAB, TXT, XML, DFT and TSV)) by using the link, http://ec.europa.
eu/eurostat/product?’code=<data_code> (where <data_code> is to be replaced
by the data code in question).

(*) There are two types of data codes:

Main tables have 8-character data codes which consist of 3 or 5 letters — the first of which is
't' - followed by 5 or 3 digits, e.g. ‘tps00001" and ‘tsdph220'.

Other data sets are stored as complete databases and have data codes that use an underscore
' "within the syntax of the code, e.g. 'nama_gdp_c’ and ‘proj_08c2150p".

EUROPE IN FIGURES — Eurostat yearbook 2009
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Structure of the publication

Europe in figures is divided into an in-
troduction, 16 main chapters and a set of
annexes. The main chapters contain data
and/or background information relating
to particular topics, starting with a spot-
light chapter on creativity and innovation
— the theme of the European year 2009.

Each subchapter starts with an introduc-
tion containing background information
and policy relevance, followed by some
details regarding definitions and data
availability and then a commentary on
the main findings. The main focus of each
subchapter is a set of tables and graphs
that have been selected to show the wide
variety of data available for that particu-
lar topic; often these include information
on how important benchmark indicators
have developed during recent years with-
in the EU, its Member States and the euro
area. Users will find a great deal more in-
formation when consulting the Eurostat
website, which contains subject-specific
publications and online databases. The
annexes at the end of the publication
contain details of classifications, a list of
statistical symbols, abbreviations and ac-
ronyms, and a subject index.

CD-ROM and web files on the
Eurostat website

The paper version of the yearbook is ac-
companied by a CD-ROM which con-
tains the full yearbook content in PDF
format, as well as all tables and graphs
in Excel spreadsheet format. In addition,
the Eurostat website dedicates a specific
section to the yearbook, which contains
the PDF version of the publication as well
as all tables and graphs in Excel format.
The PDF version of the publication allows
direct access to all databases used in the
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production of tables and graphs (http://
epp.eurostat.ec.europa.eu/portal/page/
portal/publications/eurostat_yearbook).

Data extraction, coverage
and presentation

The statistical data presented in the year-
book were extracted during September
2008 and represent data availability at
that time. The accompanying text was
drafted during September and October
2008.

In time-series, the data are generally pre-
sented for the latest 11 years for which in-
formation is available. Longer time-series
will usually be available when consulting
Eurostat’s online databases. Please note
that the Eurostat website is constantly
updated, therefore new data becomes
available during the production of this
publication. Often, due to its complex
nature, the data production or collection
might require longer periods between the
reference period of the data and the data
availability. Please consult the Eurostat
website for more information on the pro-
duction calendar (normally varying by
data set).

The tables and graphs generally show all
of the country information that has been
collected for each particular indicator.
This publication generally presents infor-
mation for the 27 Member States of the
EU (EU-27), the euro area (based on 15
members), as well as the individual Mem-
ber States. The EU-27 and euro area ag-
gregates are only provided when informa-
tion for all of the countries is available, or
if an estimate has been made for missing
information. Any partial totals that are
created are systematically footnoted with
respect to the missing components of the
geographical aggregate in question.
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The Eurostat yearbook

Time-series for geographical aggregates
are based on a consistent set of countries
for the whole of the time period shown
(unless otherwise indicated). In other
words, although the EU has only had 25
Member States since the start of 2004 and
27 Member States since the start of 2007,
the time-series for EU-27 refer to a sum
or an average for all 27 countries for the
whole of the period presented, as if all 27
Member States had been part of the EU in
earlier periods. In a similar vein, the data
for the euro area are consistently present-
ed for all 15 members, despite the later
accessions of Greece, Slovenia, Cyprus
and Malta to the euro area, or the future
(at time of writing) euro area enlarge-
ment (Slovakia joins the euro area on
1 January 2009). As such, unless oth-
erwise stated, the data for the euro area
covers the 15 Member States that share
the euro as a common currency (Belgium,
Germany, Greece, Spain, France, Ireland,
Italy, Cyprus, Luxembourg, Malta, the
Netherlands, Austria, Portugal, Slovenia
and Finland) for each reference year.

The order of the EU Member States
used in the Eurostat yearbook gener-
ally follows their order of protocol; in
other words, the alphabetical order of the
countries’ names in their respective na-
tive languages; in most graphs the data
are ranked according to the values of a
particular indicator.

When available, information is also pre-
sented for the (at time of writing) can-
didate countries of Croatia, the former
Yugoslav Republic of Macedonia and

Turkey, for EFTA countries, as well as
for Japan and the United States. In the
event that any of these non-member
countries did not provide data, then these
have been excluded from the tables and
graphs in an attempt to save space; how-
ever, the full set of 27 Member States is
maintained in tables, with footnotes be-
ing added in graphs for those countries
for which information is missing. In the
event that a reference year is not available
for a particular country, then efforts have
been made to fill tables and graphs with
previous reference years (again these ex-
ceptions are footnoted); generally, an ef-
fort has been made to go back two years
to fill any gaps.

Eurostat online databases contain a large
amount of meta-data that provides infor-
mation on the status of particular values
or series. In order to improve readability,
the majority of this meta-data has been
omitted when constructing the tables
and graphs. Nevertheless, individual
data cells that are forecasts, provisional
or estimates are shown in an italic font -
note that these values are likely to change
in the future. Equally, when important
breaks in series are present, these have
been footnoted appropriately. A colon
(:) is used to represent data that is not
available, either because the value was
not provided by the statistical authority
or because the value is confidential. In
graphs, missing information is footnoted
as being not available. The dash (-) is used
to indicate values that are not relevant or
not applicable in tables.
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Information on EU policies and
other activities

The yearbook aims at providing statisti-
cal information on the European Union,
its Member States and some other coun-
tries. It also provides information on re-
lated EU policies and activities. Such in-
formation does not necessarily reflect the
official views of Eurostat or the European
Commission. Further information about
such policies and activities may be found
on the website of the European Commis-
sion at http://ec.europa.eu.
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Statistical symbols

Statistical data are often accompanied by
additional information in the form of sta-
tistical symbols (also called ‘flags’) to in-
dicate missing information or some other
meta-data. In this yearbook, the use of
statistical symbols has been restricted to
a minimum. The following symbols are
included where necessary:

Italic Value is a forecast, provisional or
an estimate and is therefore likely
to change

Not available, confidential or un-
reliable value

- Not applicable or zero by default

0 Less than half the final digit shown
and greater than real zero

Breaks in series are indicated in the
footnotes provided with each table and
graph.

In the case of the EU Member States, even
when data are not available, all countries
have been included in tables (use has
been made of the colon (:) to indicate that
data are not available), while in graphs
footnotes are used to indicate those
countries for which data are not avail-
able. For non-member countries outside
of the EU, when data are not available
for a particular indicator the country has
been removed from the table or graph in
question.

11
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Eurostat — the Statistical Office
of the European Communities

Eurostat is the Statistical Office of the Eu-
ropean Communities, situated in Luxem-
bourg. Its task is to provide the European
Union (EU) with statistics at a European
level that enable comparisons between
countries and regions. Eurostat’s mission
is ‘to provide the European Union with
a high-quality statistical information
service’. To meet this challenge, Eurostat
aims:

o to implement a set of standards,
methodsandorganisationalstructures
which allow comparable, reliable and
relevant statistics to be produced
throughout the Community, in line
with the principles of the European
statistics code of practice;

« to provide the European institutions
and the governments of the Member
States with the information needed
to implement, monitor and evaluate
Community policies;

« to disseminate statistics to the
European public and enterprises and
to all economic and social agents
involved in decision-making, and;

« to facilitate the improvement of the
statistical systems of the Member
States and support developing
countries, as well as the countries
moving towards a market economy.

As one of the Directorate-Generals of the
European Commission, Eurostat is head-
ed by a Director-General. Under him are
seven Directors responsible for different
areas of activity (Directorates as of No-
vember 2008):

» A. Resources;
« B. Statistical methods and tools;
dissemination;
C. National and European accounts;
« D. Economic and regional statistics;
E. Agriculture and environment
statistics; statistical cooperation;
» F. Social statistics and information
society;
« G. Business statistics.

In 2008, Eurostat had around 890 posts;
of these some 75 % were civil servants,
8% were seconded national experts,
and 17 % had other types of contract.
Eurostat’s executed budget was around
EUR 66 million in 2008 (excluding costs
of statutory staff and administrative ex-
penses) of which EUR 48 million were
budgeted for the implementation of the
statistical programme. In addition, a
budget of EUR 18 million was sub-dele-
gated to Eurostat by other Directorates-
General.

EUROPE IN FIGURES — Eurostat yearbook 2009



Eurostat — the Statistical Office of the European Communities

Since the early days of the European
Communities, there was a realisation
that the planning and implementation
of Community policies must be based
on reliable and comparable statistics. As
a result, the European statistical system
(ESS) was built-up gradually to provide
comparable statistics at an EU level. For
this purpose, Eurostat does not work
alone. The ESS comprises Eurostat and
the statistical offices, ministries, agencies
and central banks that collect official sta-
tistics in the EU Member States, Iceland,
Liechtenstein, Norway and Switzerland
(you can find the contact details and In-
ternet addresses of all members of the
ESS by choosing the link to the ‘Europe-
an Statistical System (ESS)” from the list
of activities presented on the right-hand
menu of the Eurostat homepage and then
selecting the link to ‘National Statistical
Institutes’).

The ESS functions as a network in which
Eurostat’s role is to lead the way in the
harmonisation of statistics in close co-
operation with the national statistical
authorities. At the heart of the ESS is the
Statistical Programme Committee (SPC),
which brings together the heads of Mem-
ber States’ national statistical offices and
is chaired by Eurostat. The SPC discusses
joint actions and programmes to be car-
ried out to meet EU information require-
ments. It agrees a five-year programme,
which is implemented by the national au-
thorities and monitored by Eurostat.

B FUROPE IN FIGURES — Eurostat yearbook 2009

Information for a modern society -
impartiality and objectivity

To actively participate in a democratic
Europe, public administrations, research-
ers, trade unions, businesses and political
parties, among others, need high-qual-
ity, impartial, reliable and comparable
statistical data. These actors need to be
able to access data without exclusion: in
other words, no key information should
be withheld from particular citizens, en-
terprises or public bodies. Rather, each of
these should have equal access to the data
available. Eurostat and its partners in the
ESS provide equal opportunities to access
a wide range of comprehensive informa-
tion on social, economic and environ-
mental developments in Europe, through
providing free access to data on the Euro-
stat website.

Today’s information society is charac-
terised by the rapid transfer and sheer
scale of data flows. While access to and
the transfer of information has grown
exponentially, the reliability of informa-
tion cannot always be guaranteed. Access
to reliable and high-quality statistics and
Eurostat’s obligation for trustworthiness
is enshrined in law, as Article 285(2) of
the EC Treaty says: “The production of
Community statistics shall conform to
impartiality, reliability, objectivity, sci-
entific independence, cost-effectiveness
and statistical confidentiality; it shall not
entail excessive burdens on economic op-
erators’. These are principles upon which
Eurostat’s day-to-day work is based.

13
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A practical guide to accessing European statistics

It is easier for people to understand each
other if they know about each other’s con-
ditions of life and work, and they have in-
formation on trends that are developing
within society as a whole. Comparisons,
however, require comparable statistics
that, in turn, demand the use of a com-
mon ‘statistical language’. This common
language has to embrace concepts, meth-
ods and definitions, as well as technical
standards and infrastructures, often re-
ferred to by statisticians as harmonisa-
tion. This is Eurostat’s raison d’étre — and
sums up what the ESS is all about.

The data that are collected, harmonised
and reported upon by Eurostat have been
agreed through a well-defined political
process at the European level in which
the Member States are deeply involved.
Most surveys and data collection exer-
cises are based on European regulations
or directives that are legally binding.

A practical guide to accessing
European statistics

The simplest way of accessing Eurostat’s
broad range of statistical information
is through the Eurostat website (http://
ec.europa.eu).

Eurostat provides users with free access
to its Internet databases and all of its
publications in PDF format. The website
is updated twice daily and provides direct
access to the latest and most comprehen-
sive statistical information available on
the EU, its Member States, its candidate
countries and EFTA countries. The in-
formation published on the website is
available in German, English and French.
Eurostat is continuously working on im-
provements to the website in terms of
functionality and design.

For full access to all of the services availa-
ble through the website, it is recommend-
ed that users should take a few moments
to register from the homepage. Registra-
tion is free of charge and allows access to:

» tailor-made e-mail alerts informing
you of new publications as soon as
they are online;

» access enhanced functionalities of
the databases (save queries and make
bulk downloads).

EUROPE IN FIGURES — Eurostat yearbook 2009


http://ec.europa.eu
http://ec.europa.eu

A practical guide to accessing European statistics

The information on the website is struc-
tured according to a set of ‘themes’, which
may be accessed from the menu bar of the
homepage, providing access to:

« general and regional statistics;

» economy and finance;

« population and social conditions;
+ industry, trade and services;

« agriculture and fisheries;

+ external trade;

+ transport;

+ environment and energy;

« science and technology.

Within each of these themes the user is
initially presented with the possibility
of accessing information relating to ta-
bles, data(bases), methodology or pub-
lications, by means of a series of tabbed
pages. Those users who are not able to
limit their search by statistical theme can
enter the website through a series of tabs
on the homepage which provide access to
the full range of tables, data, methodol-
ogy and publications.

Tables, graphs and maps (TGM)

The most important indicators may be
found in the form of tables, graphs and
maps. They can be accessed through the
Eurostat database or from the homepage
for each of the nine statistical themes de-
tailed above. Main tables are generally
presented for a single indicator, with Eu-
ropean aggregates and data for the Mem-
ber States on the y-axis and time on the
x-axis (they can be accessed by clicking
on this icon, F=k). The data are selected
from key EU policy indicators, includ-
ing short-term economic data, long-term
indicators, structural indicators, and sus-
tainable development indicators. The new
tables, graphs and maps interface (TGM)

allows, in addition to tables, for custom-
isable graphs and maps of the same indi-
cators (the interface can be accessed by

clicking on this icon, ),

Some of the most important indicators
that are produced in this format are listed
below. Chapter 16 ‘Linking statistics to
European policies’ gives more informa-
tion on some of these indicators.

Euro-Indicators - this is a collection
of the freshest, monthly and quarterly
data, used to evaluate the economic
situation within the euro area and the
EU. Euro-Indicators are updated daily
and the publication of key figures is an-
nounced as part of Eurostat’s release cal-
endar @ and is available on the Eurostat
website at: http://ec.europa.eu/eurostat/
euroindicators.

Structural indicators - these are used
to assess the longer-term progress being
made within the EU in the domains of
employment, innovation and research,
economic reform, social cohesion, and
the environment, as well as the general
economic background; they are most rel-
evant for political debate with respect to
the revised Lisbon objectives.

Sustainable development indicators -
a sustainable development strategy was
adopted by the European Council in
Gothenburg in June 2001, and renewed in
June 2006; it aims to reconcile economic
development, social cohesion and pro-
tection of the environment. Monitoring
progress towards this goal is an essen-
tial part of the strategy, while a parallel
objective is to inform the general public
about progress in attaining the com-
monly agreed objectives of sustainable
development.

(1) http://epp.eurostat.ec.europa.eu/portal/pls/portal/ddis.release_calendar.xml.
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The business cycle clock - the business
cycle clock (BCC) is a new interactive IT
tool that shows how many economic in-
dicators evolve in close proximity to one
another. Moving as a ‘cloud’ of indicators,
some have a clear lead in development -
e.g. economic sentiment — whereas oth-
ers lag behind. These and other dynamic
patterns can be visually observed, and
can help the user to understand today’s
and yesterday’s economics. The BCC tool
can be consulted via the following link:
http://epp.eurostat.ec.europa.eu/cache/
BCC2.

Country profiles interface - this of-
fers the possibility to visualise ma-
jor statistical indicators, of different
countries and/or EU aggregates, in a
user-friendly map-based presentation
(regional data should be available af-
ter the summer of 2009). The interface
can be accessed via the following link:
http://epp.eurostat.ec.europa.eu/cache/
BCC2.

Data

More detailed statistics and larger vol-
umes of data can be downloaded from
databases. The easiest way to access
these is to use the new data explorer
(E‘) that provides an intuitive way to se-
lect and organise data. Alternatively, us-
ers can click on the following icon ()
to select information of interest through

a number of selection screens for each
dimension of the data set; the data can
be extracted in a variety of formats (text
files, HTML, Excel, etc.). Databases can
be accessed via the following link on
the Eurostat homepage: http://epp.eu-
rostat.ec.europa.eu/portal/page/portal/
statistics/search_database.

Reference metadata

From December 2008 onwards, the ESMS
(Euro SDMX Metadata Structure) is pro-
gressively being used to replace the SDDS
format. This new format is based on a
Statistical Data and Metadata eXchange
initiative (SDMX), carried out by seven
international organisations at a world-
wide level, which was adopted in January
2009. The ESMS uses a subset of 21 cross
domain concepts (plus sub-concepts) and
will become the new standard for refer-
ence metadata in the European Statisti-
cal System. It also puts more emphasis on
quality-related information (containing
concepts such as accuracy, comparability,
coherence and timeliness).

Reference Metadata may be accessed ei-
ther from the heading ‘Reference Meta-
data’ or directly from the data navigation
tree, where an icon (&) is used to signify
the availability of additional metadata
information.

For more information on SDMX, please
refer to: http://www.sdmx.org/.
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Publications

Eurostat produces a variety of publica-
tions, both for non-experts and spe-
cialists. All of these are available on the
Eurostat website in PDF format, free of
charge. As with the data, the publications
are organised under Eurostat’s nine sta-
tistical themes. There are a variety of dif-
ferent types of publication, ranging from
news and data releases to more in-depth
analyses in the form of the statistical
books collection. Among the most inter-
esting collections are:

o News releases - rapid updates
providing information about the
release of new key data on the EU;

o Statistics in focus and Data in focus -
these are relatively short publications
which present up-to-date summaries
of the main results of statistical
surveys, studies and analyses;

« Pocketbooks - these handy, pocket-
sized publications present main
indicators for a particular theme in a
concise format;

« Statistical books - a collection
of comprehensive studies; these
publications are usually quite lengthy
and provide analyses, tables and
graphs for one or more statistical

domains;
o Methodologies and working
papers - intended for specialists

who want to consult methodologies,
nomenclatures, or specific studies for
a particular data set.

B FUROPE IN FIGURES — Eurostat yearbook 2009

All PDF versions of these products are
available for consultation and download
via the Eurostat website. Alternatively,
some Eurostat publications are also
printed or made available on CD-ROM
or DVD; these can be ordered from the
website of the EU bookshop (http://book-
shop.europa.eu) or through sales agents
in the Member States. The bookshop is
managed by the Office for Official Pub-
lications of the European Communities
(http://publications.europa.eu).

Support for users

Eurostat and the other members of the
European statistical system, have set-
up a system of user support centres for
Internet users. These exist in 22 of the
Member States, Croatia, Norway, Swit-
zerland and Turkey. In order to offer the
best possible and personalised support,
requests should, whenever possible, be
addressed to the relevant national sup-
port centre. The mission of each centre is
to provide additional help and guidance
to users who are having difficulty in find-
ing the statistical data they require. More
information (requires users to be logged
in) is available on the Eurostat website at:
https://ec.europa.eu/eurostat/xtnetassist/
login.htm.
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Eurostat’s service for journalists

Statistics make news and they are essen-
tial to many stories, features and in-depth
analyses. Printed media, as well as radio
and TV, use Eurostat data intensively. Eu-
rostat’s press office puts out user-friendly
news releases on a key selection of data
covering the EU, the euro area, the Mem-
ber States and their partners. All Eurostat
news releases are available free of charge
on the Eurostat website at 11 a.m. (C.E.T\)
on the day they are released. Just under
200 press releases were published in the

last year, of which three quarters were
based on monthly or quarterly Euro-
Indicators. Other releases covered major
international events and important Euro-
stat publications.

Eurostat’s media support centre helps
professional journalists find data on all
kinds of topics. Journalists can contact
media support for further information
on news releases and other data (tel. (352)
4301-33408; e-mail: Eurostat-mediasup-
port@ec.europa.eu).
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Each year a subject is chosen to be the focus of attention for a campaign within the
European Union: the year 2009 is the European Year of Creativity and Innovation. The
aim for 2009 is to promote creativity and capacity for innovation as key competences for
all, to help meet challenges by raising public awareness, disseminate information about
good practices, stimulate education and research, creativity and innovation, and promote
policy debate and change. By combining actions at Community, national, regional and
local levels, it is hoped that this can ‘generate synergies and help to focus policy debate on
specific issues’.

The European Year of Innovation and Creativity is proposed as a cross-cutting initiative
covering not only education and culture, but also other policy domains such as enter-
prise, media, research, social and regional policy and rural development. As such, the
activities of the Year should focus on creating an environment favourable to creativity
and innovation and become a strong impetus for long-term policy priorities. All forms of
innovation including social and entrepreneurial innovation should be taken into account.
Artistic creation and new approaches in culture should also receive due attention, as im-
portant means of communication between people in Europe and in the follow-up to the
2008 European Year of Intercultural Dialogue.

Modern economies place increasing emphasis on adding value by means of better use
of knowledge and innovation. Most analysts agree that education and training can be
a determining factor in enhancing creativity, innovation performance and competitive-
ness — the ‘knowledge triangle’ comprising education, research and innovation. However,
creativity and innovation are also linked to personal attributes, based on cultural and
interpersonal skills and values. Creativity is a human characteristic that manifests itself
in many contexts, from works of art, design and craft, to scientific breakthroughs and
entrepreneurship. Creativity and innovation have the potential to lead to new products,
services, processes, strategies and organisations that arise from new ideas and associa-
tions, irrespective of whether the domain is economic, social or artistic. As such, creativ-
ity and innovation can be stimulated through a broad, creative, skills base, as well as the
development of motivation and a sense of initiative.

eurostat B FUROPE IN FIGURES — Eurostat yearbook 2009
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Science, technology, innovation and entrepreneurship:
2009, the year of creativity and innovation

In October 2006, the European
Parliament and the Council adopted a
decision (No 1639/2006/CE) establishing
a competitiveness and innovation frame-
work programme (CIP)®. The CIP runs
from 2007 to 2013, and aims to promote
the competitiveness of European enter-
prises. With small and medium-sized
enterprises (SMEs) as its main target, the
programme aims to support innovation
activities (including eco-innovation), pro-
vide better access to finance and deliver
business support services in the regions.
It is hoped that it will encourage a better
take-up and use of information and com-
munications technologies (ICT) and help
to develop the information society, while
also promoting the increased use of re-
newable energies and energy efficiency.

In December 2006, the seventh frame-
work programme of the European
Community for research and techno-
logical development for the period 2007
to 2013 (FP7) was established®. FP7
will be implemented through specific
programmes corresponding to the main
themes of European research policy,
with funding amounting to around EUR
53 billion. In April 2007, the European
Commission adopted a Green paper ti-
tled “The European Research Area: New
Perspectives’®. This opens discussions
on a number of issues, notably the mo-
bility of researchers, developing research
infrastructure and institutions, as well
as improvements in the circulation and
sharing of knowledge, research pro-
grammes, and global research coopera-
tion. It aims to tackle underinvestment,

(1) http://ec.europa.eu/cip/index_en.htm.
(2) http://cordis.europa.eu/fp7/home_en.html.
(3) http://ec.europa.eu/research/era/index_en.html.

and fragmentation. The principles of
the overall governance of the European
Research Area (ERA) are known as the
‘Ljubljana Process’ stemming from dis-
cussions in Ljubljana and Brdo (Slovenia)
in April 2008. Five initiatives for the de-
velopment of ERA have been foreseen,
with several already adopted in 2008;
these concern researchers, research in-
frastructure, knowledge sharing, joint
programming, and international science
and technology cooperation.

In a wider context, by placing competi-
tiveness at the heart of the European po-
litical agenda, the reinvigorated Lisbon
process aims to make Europe a more
attractive place to invest, by boosting
entrepreneurial initiative and creating
a productive environment where inno-
vation capacity can grow and develop.
In October 2005 and September 2006
the European Commission adopted two
Communications titled ‘More Research
and Innovation - Investing for Growth
and Employment: A Common Approach’
and ‘Putting knowledge into practice: A
broad-based innovation strategy for the
EU’. These point the way forward to ac-
company industry-led and society-driven
innovation with competitiveness and
public policies at all levels. The second
of these Communications singles out ten
priority actions, notably to encourage
the emergence of ‘lead markets’ where
public authorities create conditions for a
successful market uptake of innovative
products and services in a focused way in
areas such as e-health, internal security,
eco-innovation and eco-construction.
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2009, the year of creativity and innovation

In two recent Communications®, the
European Commission has set out its
vision for improving the patent system
in Europe. A strong industrial prop-
erty rights system is seen as one driving
force for innovation, stimulating R&D
investment and facilitating the transfer
of knowledge from the laboratory to the
marketplace. The latest Communication
includes initiatives on enforcement, in-
novation support for small and medium-
sized enterprises, and the quality of in-
dustrial property rights. It complements
a 2007 Communication on the patent

1.1 Education

Education is seen as a key to developing
an innovation-orientated society, for the
development of entrepreneurial skills, as
well as literacy, scientific and mathemati-
cal competence, languages and digital
literacy. Lifelong training and education
offer an important opportunity for in-
dividuals to maintain or improve their
skills situation. Education, vocational
training and lifelong learning play a vi-
tal role in the economic and social strat-
egy of Europe. More general information
on education in Europe is available in
Chapter 4.

Within the EU-27 education partici-
pation rates of persons aged 15 to 24
slipped back slightly to 59.3 % in 2006.
Nevertheless, a sustained period of in-
crease in earlier years meant that this
rate was still 6.4 percentage points higher
than in 1998. The participation rate for fe-
male pupils and students was higher than
for their male counterparts within the
EU-27 as a whole, and this situation was

system, which set out a way forward to-
wards the adoption of a Community pat-
ent and an integrated EU-wide jurisdic-
tion for patents.

The overall objective of the European
Year of Creativity and Innovation is to
promote creativity for all, as a driver for
innovation and as a key factor for the
development of personal, occupational,
entrepreneurial and social competences
through lifelong learning. This chap-
ter looks at some of these specific areas
through official statistics.

repeated in every Member State except
the Netherlands and Germany, where the
rates for females were slightly lower.

Public expenditure on tertiary level edu-
cation averaged 1.15% of GDP in the
EU-27 in 2005, up from 1.05 % in 2001.
The highest shares were recorded in the
Nordic Member States, and the lowest in
Romania, Slovakia, Bulgaria and Italy.

Maths, science and technology graduates
made up more than one fifth (22.4 %) of
all graduates in the EU-27 in 2006, with
Austria recording a share closer to one
third (32.3 %).

Around one third of employees in the
EU-27 participated in continuing voca-
tional training (CVT) courses during
2005. Among the Member States, the
proportion ranged from 50 % or more in
the Czech Republic and Slovenia to 15 %
or less in Greece, Lithuania, Latvia and
Bulgaria.

(4) ‘Enhancing the patent system in Europe’; '‘An Industrial Property Rights Strategy for Europe’; http://ec.europa.eu/internal _

market/indprop/rights/index_en.htm.
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Table 1.1: Students studying in secondary and post-secondary non-tertiary education, 2006 (1)
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Science, technology, innovation and entrepreneurship:
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(1000)
of which (%):
Human- Social Science, Engin.,
ities  sciences, maths & manufac. Agric. & Health &

Total &arts bus.&law computing &constr. veterinary welfare Services
EU-27 3282 3.7 20.1 2.9 29.1 34 9.1 124
Euro area 2269 34 20.3 2.2 23.6 2.6 10.7 104
Belgium 95.7 12.3 16.5 13 19.0 16 184 10.6
Bulgaria 374 24 18.1 13 548 7.5 0.7 15.1
Czech Republic 114.9 8.1 266 : 38.8 33 54 16.9
Denmark 64.3 124 21.2 258 184 1.8 14.2 6.2
Germany 709.9 24 299 3.0 289 23 10.2 11.0
Estonia 7.2 33 14.6 4.8 440 5.1 4.2 24.1
Ireland (2) 771 2.8 132 40 30.5 24 8.7 13.6
Greece (2) 63.5 52 229 232 17.1 13 266 37
Spain : : : : : : : :
France 516.1 2.2 258 374 4.7 133 16.6
Italy 43738 : : : : : :
Cyprus : : : : : : : :
Latvia 9.8 54 15.0 55 429 19 42 251
Lithuania 10.9 33 29.1 : 410 1.2 24 22.5
Luxembourg 2.5 2.7 389 2.3 33.1 35 7.1 49
Hungary 555 4.5 218 8.8 320 3.0 79 21.1
Malta 1.7 85 124 18.1 32.7 1.2 7.0 19.0
Netherlands 1320 2.2 21.0 5.1 21.0 4.1 26.1 174
Austria (2) 97.6 : : : : : : :
Poland 3327 2.0 247 52 386 2.7 56 21.1
Portugal : : : : : : : :
Romania 2609 : 1.2 : 554 1.5 : 129
Slovenia 20.8 04 359 1.8 31.7 44 94 132
Slovakia 63.1 32 232 4.2 364 36 49 234
Finland 60.2 55 19.8 34 29.6 5.0 15.7 210
Sweden 56.0 234 6.6 0.2 339 5.7 11.5 10.7
United Kingdom : : : : : : : :
FYR of Macedonia 16.7 2.6 204 1.0 44.5 6.6 12.2 12.1
Iceland 2.7 9.0 15.0 1.7 37.1 35 11.8 18.5
Liechtenstein 04 5.7 : : : : : :
Norway 269 39 89 29 393 3.7 256 15.6
Switzerland 722 3.1 325 9.1 27.8 34 11.3 8.8

(1) ISCED levels 3 and 4.

(2) 2005.

Source: Eurostat (educ_grad5)
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Figure 1.1: Participation in education among students aged 15-24 years, 2006 (1)
(% share of corresponding age population)
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(1) This indicator gives the percentage of all 15-24 year olds who are still in education (at any of the ISCED levels). It gives an indication
of the number of young people who have not abandoned their efforts to improve their skills through education. The figure ranks
countries based on the average of male and female.

Source: Eurostat (educ_thpar)

Figure 1.2: Public expenditure on tertiary level education, 2005 (1)

(% share of GDP)
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(1) Generally, the public sector funds education either by bearing directly the current and capital expenses of educational institutions
or by supporting students and their families with scholarships and public loans as well as by transferring public subsidies for
educational activities to private firms or non-profit organisations. Both types of transactions together are reported as total public
expenditure on education. Luxembourg, not available.

(2) Estimate.

(3) 2004.

(4) 2003.

Source: Eurostat (educ_figdp)
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Table 1.2: Students studying creative or innovative subjects in tertiary education, 2006 (1)

(1 .000)

of which: (%)
Journa- Engin. Manuf.  Archi-
lism & Life Phys.  Maths Com- &engin. &pro- tecture
Total | Arts info. science science &stats. puting trades cessing &build.
EU-27 187751 3.9 1.6 2.3 2.4 1.2 4.0 87 1.2 3.7
Euro area 11191 4.3 1.7 2.3 2.6 1.2 3.9 94 0.8 4.2
Belgium 394 5.0 2.5 2.2 13 04 3.0 6.3 0.2 4.0
Bulgaria 243 23 1.5 0.7 1.6 0.5 22 16.8 1.8 24
Czech Republic 337 24 1.1 14 1.7 0.8 4.6 9.3 19 33
Denmark 229 35 1.2 1.6 1.5 1.1 338 59 0.7 35
Germany 2289 3.7 1.1 26 4.4 24 59 11.0 0.8 3.9
Estonia 68 4.5 1.7 1.9 1.8 06 58 57 2.1 4.5
Ireland 186 8.5 0.3 35 2.3 0.8 5.0 4.8 0.8 49
Greece (2) 647 1.7 1.2 5.1 36 29 4.1 52 7.8 35
Spain 1789 4.6 16 1.8 2.2 0.7 6.7 1.7 0.8 53
France 2201 4.2 14 23 38 1.6 26 6.5 038 2.1
Italy 2029 57 32 3.8 15 0.9 1.7 8.9 0.8 59
Cyprus 21 33 26 0.2 2.1 13 9.1 44 0.0 1.7
Latvia 131 2.6 12 04 0.8 0.3 3.6 5.6 1.0 35
Lithuania 199 238 038 0.6 1.1 09 35 11.2 22 46
Luxembourg 3 : : : : : : : : :
Hungary 439 14 26 0.7 1.1 04 3.1 85 1.2 2.7
Malta 9 59 29 1.1 0.5 2.8 4.0 4.8 0.0 2.8
Netherlands 572 44 038 0.7 0.7 0.2 5.0 44 04 34
Austria 253 4.2 2.5 3.2 2.6 1.1 5.6 6.5 13 4.1
Poland 2146 1.1 09 1.9 1.7 0.8 5.0 6.9 27 238
Portugal 367 4.5 2.2 2.2 2.1 1.0 2.0 13.1 1.1 7.7
Romania 835 1.6 1.9 24 : 23 : 136 338 038
Slovenia 115 15 0.6 1.1 1.1 0.5 2.8 8.3 35 39
Slovakia 198 1.7 2.0 24 1.9 0.7 40 10.6 1.8 4.0
Finland 309 54 1.0 16 26 15 57 209 14 33
Sweden 423 36 2.0 24 1.9 1.7 37 13.0 0.5 28
United Kingdom 2336 6.7 2.0 3.6 3.5 14 5.1 4.3 0.8 3.2
Croatia 137 25 6.2 1.0 1.7 1.6 3.1 9.5 2.7 4.1
FYR of Macedonia 48 13 12 13 2.8 0.7 24 10.1 49 33
Turkey 2343 1.3 4.3 1.0 2.7 1.5 24 83 2.8 2.2
Iceland 16 2.7 13 24 2.0 0.5 3.1 4.6 0.2 2.5
Liechtenstein 1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 250
Norway 215 32 19 14 13 0.9 4.2 44 0.3 19
Switzerland 205 4.0 1.9 3.1 34 0.8 34 8.7 0.5 4.2
Japan 4085 3.8 : : : : : : : :
United States 17 487 33 2.8 2.8 1.0 0.6 4.5 4.7 14 0.6

(1) ISCED levels 5 and 6.
(2) 2005.

Source: Eurostat (educ_enrl5)
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Table 1.3: Graduates in creative or innovative subjects, 2006 (1)

(1 .000)

of which: (%)
Journa- Engin. Manuf.  Archi-
lism & Life Phys.  Maths Com- &engin. &pro- tecture
Total Arts info. science science &stats. puting trades cessing &build.
EU-27 3846 3.9 1.9 2.4 2.1 1.1 3.9 7.8 1.2 2.9
Euro area 2113 4.2 2.1 2.3 2.3 1.2 3.9 9.1 1.0 3.3
Belgium 82 4.0 1.8 2.2 15 0.5 35 6.2 0.3 2.8
Bulgaria 45 2.2 12 0.9 17 04 24 12.7 1.5 14
Czech Republic 69 2.7 1.0 14 1.8 0.8 3.6 103 1.8 29
Denmark 48 33 13 1.6 1.3 1.0 33 57 1.2 40
Germany 415 3.8 1.1 2.3 3.2 2.0 3.9 8.9 0.9 3.7
Estonia 12 46 1.7 2.1 1.8 0.6 49 53 2.1 25
Ireland (2) 60 4.3 0.3 16 1.1 0.5 29 2.6 0.5 19
Greece (2) 60 24 0.9 34 40 24 52 73 1.0 40
Spain 286 5.0 1.8 16 1.8 0.6 6.1 11.5 1.0 4.0
France 644 3.7 2.2 2.7 2.8 1.5 4.1 94 1.3 2.1
Italy 279 6.5 4.7 34 13 0.9 13 10.1 0.7 5.1
Cyprus 4 43 2.0 0.2 22 2.0 54 3.1 0.0 1.1
Latvia 26 2.2 1.1 0.5 0.7 0.3 3.1 4.3 0.6 19
Lithuania 43 28 0.8 0.7 1.1 0.9 33 9.9 1.9 4.1
Luxembourg : : : : : : : : : :
Hungary 70 13 28 0.5 0.8 03 4.2 39 14 14
Malta 3 4.2 0.8 0.9 0.8 0.0 4.5 23 0.0 2.5
Netherlands 117 4.1 0.6 0.9 0.9 03 43 4.2 04 32
Austria 35 4.0 33 35 2.0 0.6 6.4 13.0 2.0 4.8
Poland 504 09 09 20 13 0.8 40 4.7 1.9 1.7
Portugal 72 53 2.5 2.2 29 1.7 5.1 8.0 14 5.7
Romania 175 1.7 1.8 29 : 1.7 : 123 3.1 04
Slovenia 17 1.6 0.6 0.9 0.7 0.5 14 7.1 2.6 3.0
Slovakia 40 22 2.1 24 22 0.5 34 9.5 14 4.1
Finland 40 6.1 1.1 13 2.1 0.9 44 17.0 1.1 24
Sweden 61 2.7 1.9 24 1.5 0.6 36 14.8 0.7 30
United Kingdom 640 6.9 2.4 3.4 3.4 1.3 5.3 4.4 0.7 3.1
Croatia 21 26 22 1.6 1.6 0.8 23 6.8 1.7 30
FYR of Macedonia 7 2.7 0.9 15 35 1.0 14 7.7 3.6 2.5
Turkey 373 1.3 4.0 1.0 24 14 3.0 9.0 3.1 2.2
Iceland 3 3.6 1.1 2.8 19 0.0 3.2 35 0.2 29
Liechtenstein 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 34.8
Norway 34 34 2.1 1.7 1.0 0.4 5.0 4.7 0.3 2.5
Switzerland 69 3.1 1.3 2.1 24 0.5 53 8.2 0.7 3.1
Japan 1068 4.3 : : : : : : : :
United States 2639 37 3.7 3.2 1.3 0.8 3.7 4.7 1.1 14

(1) Graduates from ISCED levels 5 and 6.
(2) 2005.

Source: Eurostat (educ_grad5)
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Figure 1.3: Maths, science and technology graduates, 2006 (1)

(% share of all graduates)
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(1) This indicator shows the proportion of all graduates (ISCED levels 5 and 6) from both public and private institutions completing
graduate and post-graduate studies in maths, science and technology fields compared with all graduates. Luxembourg, not available.

(2) Estimate.
(3) 2005.

Source: Eurostat (educ_grad5)

Figure 1.4: Continuing vocational training by type of activity received, 2005 (1)

(% of participants in CVT by type of activity)
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(1) Figures do not sum to 100 % due to rounding.

Source: Eurostat (trng_cvts3_01, trng_cvts3_03)
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Table 1.4: Adult population aged 25 to 64 participating in education and training, 2005

(%)
Proportion of Proportion of Enterprises providing CVT
employees enterprises courses by type of course

participating in providing Internal External

CVT courses CVT courses courses courses

EU-27 33 49 54 89
Belgium 40 48 98 99
Bulgaria 15 21 58 80
Czech Republic 59 63 66 80
Denmark 35 81 64 96
Germany 30 54 72 90
Estonia 24 56 40 94
Ireland : : : :
Greece 14 19 38 82
Spain 33 38 44 88
France 46 71 44 92
Italy 29 27 48 86
Cyprus 30 47 31 94
Latvia 15 30 22 97
Lithuania 15 26 34 95
Luxembourg 49 61 63 87
Hungary 16 34 39 94
Malta 32 31 63 82
Netherlands 34 70 36 95
Austria 33 67 43 96
Poland 21 24 43 95
Portugal 28 32 50 82
Romania 17 28 49 74
Slovenia 50 61 49 94
Slovakia 38 38 37 88
Finland 39 70 43 94
Sweden 46 72 62 93
United Kingdom 33 67 67 81
Norway 29 55 66 79

Source: Eurostat (trng_cvts3_41, trng_cvts3_05)
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1.2 Research and development

Increased levels of research and devel-
opment (R & D) expenditure are seen as
one means to achieve the goals set out in
2000 by the European Council in Lisbon:
in 2002 a target that investment in R & D
should reach 3 % of GDP by 2010 was set.
Research and development is defined as
comprising creative work undertaken
on a systematic basis to increase the
stock of knowledge (of man, culture and
society) and the use of this stock to de-
vise new applications. More information
on the sources and methods concerning
R & D expenditure data are available in
Subchapter 14.2.

Government support for R& D repre-
sented 0.8 % of GDP in the EU-27 in 2006,
with the highest shares (1.0 %) recorded
in France, Spain and Finland: all of the
Member States that joined the EU in 2004
or 2007 recorded shares below the EU-27
average, while Greece, Luxembourg and
Ireland recorded the lowest shares among
the EU-15 Member States. Around 30 %
of government support for R& D was

allocated to research financed from gen-
eral university funds (GUF), an objective
which covers R& D related to various
fields of science: natural, engineering,
medical, agricultural, social sciences and
humanities. Defence related appropria-
tions accounted for 13 % of all govern-
ment appropriations, although this ob-
jective had a much higher share in a small
number of Member States, notably the
United Kingdom, France, Sweden and
Spain.

Extending the coverage to include also
private funding, total R & D expenditure
in the EU-27 was EUR 213 100 million
in 2006, equivalent to 1.84 % of GDP.
The ratio to GDP is referred to as R & D
intensity and this showed high values in
the Nordic Member States, Germany and
Austria, with only Sweden and Finland
above the 3 % target set for 2010; the low-
est levels of R & D intensity were record-
ed in Cyprus, Romania, Slovakia and
Bulgaria.

Figure 1.5: Government budget appropriations or outlays for research and development, 2007 (1)
(% share of GDP)
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(1) Data on government budget appropriations or outlays on R & D (GBAORD) refer to budget provisions, not to actual expenditure,
i.e. GBAORD measures government support for R & D using data collected from budgets. GBAORD are a way of measuring government
support; Estonia, Romania and Iceland, 2008; EU-27, euro area, Belgium, Bulgaria, Spain, France, Italy, Cyprus, Latvia, Malta, Poland,
Slovenia, Sweden, the United Kingdom, Switzerland and Japan, 2006; Hungary, 2005; EU-27, estimate.

Source: Eurostat (tsc00007)
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Table 1.5: Government budget appropriations or outlays for research and development, 2007 (1)

Total research and development Civil research and development
(% of total
(EUR per (EUR (EUR per (EUR research and
inhabitant) million) inhabitant) million) development)
EU-27 178.2 87840 154.7 76 255 86.8
Euro area : 66 925 : 59846 894
Belgium 185.1 1946 184.6 1940 99.7
Bulgaria 9.8 75 : : :
Czech Republic 75.3 774 734 755 97.5
Denmark 328.6 1790 326.7 1780 994
Germany 2236 18405 209.9 17 274 939
Estonia 58.8 79 58.2 78 99.0
Ireland 2306 995 230.6 995 100.0
Greece 60.3 673 59.9 670 99.5
Spain 2239 9799 187.6 8209 838
France 289.3 18225 224.6 14147 /7.6
Italy 154.9 9099 152.8 8975 98.6
Cyprus 61.6 47 61.6 47 100.0
Latvia 20.1 46 20.0 46 99.7
Lithuania 24.2 82 24.0 81 99.2
Luxembourg 2982 142 2982 142 100.0
Hungary 326 329 325 329 99.9
Malta 26.0 11 26.0 Nl 100.0
Netherlands 243.9 3990 239.0 3910 98.0
Austria 2253 1870 2253 1870 100.0
Poland 22.5 858 223 850 99.1
Portugal 116.7 1237 115.9 1228 99.3
Romania 19.2 415 18.8 405 97.6
Slovenia 86.5 173 85.2 171 98.4
Slovakia 278 150 27.2 146 97.8
Finland 327.8 1730 3200 1689 97.6
Sweden 295.7 2675 2459 2225 83.2
United Kingdom 233.9 14124 167.7 10127 71.7
Iceland 401.8 124 401.8 124 100.0
Norway 4232 1981 399.6 1871 94.4
Switzerland 284.7 2123 283.0 2111 994
Japan : 24478 : 23 221 94.9
United States : 102917 : 42 932 41.7

(1) EU-27, euro area, Belgium, Bulgaria, Spain, France, Italy, Cyprus, Latvia, Malta, Poland, Slovenia, Sweden, the United Kingdom,
Switzerland and Japan, 2006; Hungary, 2005.

Source: Eurostat (gba_nabsfin)
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Figure 1.6: Socio-economic objectives of government budget appropriations or outlays for
research and development, EU-27, 2006 (1)
(% share of total)
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Source: Eurostat (gba_nabsfin)

Figure 1.7: Gross domestic expenditure on research and development

(% share of GDP)
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Source: Eurostat (tsc00001)
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Figure 1.8: Gross domestic expenditure on research and development, 2006 (1)

(% share of GDP)
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(1) Ireland, Austria, Slovakia and Finland, 2007; Italy, Iceland and Japan, 2005; Switzerland, 2004; EU-27, estimate.

Source: Eurostat (tsiir020)

Figure 1.9: Gross domestic expenditure on research and development, by source of funds, EU-27,
2005 (1)
(% share of total)
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Table 1.6: Research and development expenditure, 2006 (1)

Research and development expenditure Expenditure by sector of performance (%)

(EUR per (EUR Business Higher Private
inhabitant) million) enterprise  Government education non-profit

EU-27 4323 213127 63.7 13.5 21.9 0.9
Euro area : 156 953 63.7 14.6 21.0 0.7
Belgium 551.5 5798 67.9 86 22.3 1.2
Bulgaria 15.7 121 255 64.1 9.6 09
Czech Republic 171.8 1761 66.2 17.5 15.9 04
Denmark 985.5 5349 66.6 6.7 26.1 0.6
Germany 713.8 58848 69.9 13.8 16.3 0.0
Estonia 112.3 151 44.4 131 40.6 1.8
Ireland 5794 2500 66.8 6.8 264 0.0
Greece 109.9 1223 30.0 20.8 47.8 1.3
Spain 270.0 11815 555 16.7 276 0.2
France 600.7 37844 63.3 17.3 18.2 1.3
Italy (2) 266.8 15599 504 17.3 30.2 2.1
Cyprus 80.7 62 22.3 284 41.7 7.6
Latvia 49.0 112 504 15.1 345 0.0
Lithuania 56.0 191 279 228 49.2 0.0
Luxembourg 1059.1 497 84.9 12.6 24 0.0
Hungary 89.4 900 483 254 24.4 :
Malta 68.0 28 61.8 48 334 0.0
Netherlands 5455 8910 576 14.1 : :
Austria 777.1 6423 66.7 51 26.3 04
Poland 39.6 1513 315 37.0 31.0 04
Portugal 122.4 1294 41.7 : : :
Romania 20.6 444 48.5 323 17.7 1.5
Slovenia 2415 484 60.2 24.5 15.1 0.2
Slovakia 40.2 217 431 328 24.1 0.1
Finland 1740.0 6016 /1.5 9.7 18.7 0.0
Sweden 12922 11691 74.9 45 204 0.2
United Kingdom 563.6 34037 61.7 10.0 26.1 2.2
Croatia 67.0 297 36.7 265 36.6 0.1
Turkey 33.5 2432 37.0 11.7 513 0.0
Iceland 12385 364 515 235 220 3.0
Norway 877.2 4071 54.1 15.7 30.2 0.0
Japan 953.6 121831 764 83 134 1.9
Russian Federation 59.3 8466 66.6 27.0 6.1 03
United States 878.6 260 803 69.6 12.0 14.1 4.3

(1) Ireland and Finland, 2007; Italy, Iceland, Japan and the United States, 2005.
(2) Higher education, break in series.

Source: Eurostat (rd_e_gerdtot)
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1.3 Science and technology
personnel

The European Commission has placed
renewed emphasis on the conversion of
Europe’s scientific expertise into market-
able products and services, while also
focusing on improving the mobility of
European researchers, encouraging net-
works between researchers from dif-
ferent Member States. Researchers are
professionals engaged in the conception
or creation of new knowledge, products,
processes, methods and systems, and
in the management of the projects con-
cerned. More information on the sources
and methods concerning data on human
resources in science and technology are
available in Subchapter 14.1.

In total there were 3.1 million R&D
personnel (head count) in the EU-27 in
2006, representing 1.3 % of the labour
force. Generally Member States with a
high R & D intensity recorded also a high
share of R & D personnel in the labour
force, with Finland and Sweden again
leading the way.

Restricting the coverage, across the
EU-27 there were 1.9 million researchers
(head count) in 2006. Approximately half
of all researchers were active in the busi-
ness enterprise sector, with more than
one third in higher education, and most
of the remainder in the government sec-
tor. Within the business enterprise sec-
tor, manufacturing enterprises employed
just over 70 % of all business enterprise
researchers.

Human resources in science and technol-
ogy (HRST) is a broader concept and in-
cludes individuals who have successfully
completed tertiary-level education and/
or work in a science and technology oc-
cupation as professionals or technicians.
In total there were around 85 million
such persons in the EU-27 in 2006, with

B FUROPE IN FIGURES — Eurostat yearbook 2009

an almost equal split between men and
women. Around two fifths of these were
considered to be core science and tech-
nology personnel, in other words they
were classified as human resources in
science and technology both in terms of
their level of education and their occupa-
tion. In total there were around 10 mil-
lion scientists and engineers in the EU-27
in 2006, of which more than two thirds
were male.

Looking at international mobility, around
5% of the human resources in science
and technology in EU-27 Member States
were not nationals of the Member State
where they were resident: the share of
non-nationals exceeded 10 % in Estonia,
Cyprus and Ireland, and most notably in
Luxembourg where the share was 45 %.

High and medium-high technology man-
ufacturing concerns the manufacture of
chemicals (NACE Rev. 1.1 Division 24),
machinery and equipment (NACE Rev.
1.1 Subsection DK), electrical and opti-
cal equipment (NACE Rev. 1.1 Subsection
DL) and transport equipment (NACE
Rev. 1.1 Subsection DM), and these sec-
tors combined contributed around 10 %
of total employment in Germany, the
Czech Republic and Slovakia, but less
than 2% in Cyprus, Luxembourg and
Latvia, compared with an EU-27 average
of 6.6 %. High-technology knowledge-in-
tensive services include post and telecom-
munications (NACE Rev. 1.1 Division 64),
computer and related activities (NACE
Rev. 1.1 Division 72) and research and
development (NACE Rev. 1.1 Division
73). These activities contributed 3.3 % of
total employment in the EU-27, ranging
from 4 % or more in the Nordic Member
States and the United Kingdom, to 1.6 %
in Romania.
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Table 1.7: Research and development personnel, 2006

Research and development personnel (1 000) of which (%, based on fte) (2)

(head (full-time Business Govern- Higher Private

count) (1) equivalent) (2) enterprise ment education non-profit

EU-27 31126 21674 533 15.2 302 1.2
Euro area 22339 15632 54.3 15.3 29.2 1.2
Belgium 785 552 584 7.0 336 1.0
Bulgaria 18.6 16.3 15.1 62.8 212 09
Czech Republic 69.2 47.7 50.5 224 26.8 03
Denmark 67.3 452 64.8 7.3 27.3 0.6
Germany 6789 489.1 63.8 15.7 204 0.0
Estonia 87 4.7 34.4 15.1 483 22
Ireland 306 17.6 61.2 7.1 31.7 0.0
Greece 61.5 35.1 324 13.0 53.9 0.6
Spain 309.9 189.0 439 18.3 375 03
France 4326 3536 56.2 14.0 279 1.8
Italy (3) 2774 175.2 404 187 382 2.8
Cyprus 2.5 1.2 254 29.1 38.1 74
Latvia 10.7 6.5 28.7 179 534 0.0
Lithuania 16.3 114 11.2 256 63.2 0.0
Luxembourg 5.0 46 81.7 12.9 54 0.0
Hungary 504 26.0 357 315 328 0.0
Malta 1.4 0.8 535 5.7 40.8 0.0
Netherlands 113.6 94.7 55.8 135 : :
Austria : 50.3 679 4.7 26.8 0.5
Poland 1213 736 19.3 240 56.5 03
Portugal 44.6 25.7 238 17.6 454 13.1
Romania 422 30.8 44.7 272 278 03
Slovenia 134 9.8 49.2 29.1 214 03
Slovakia 23.1 15.0 209 248 54.2 0.1
Finland 799 583 56.6 12.7 29.8 0.8
Sweden 117.7 78.7 732 46 21.8 04
United Kingdom : 3234 450 6.3 : 2.0
Croatia : 8.5 26.1 319 419 0.2
Turkey 105.0 544 33.1 17.8 49.1 0.0
Iceland 5.7 32 474 263 230 33
Norway 54.3 31.7 52.1 16.8 31.1 0.0
China : 15025 65.7 18.1 16.1 0.0
Japan : 921.2 66.2 6.8 254 16
Russian Federation (4) 807.1 916.5 56.2 325 11.0 03

(1) Belgium, Bulgaria, Denmark, Germany, Greece, Italy, Cyprus, Lithuania, Luxembourg, the Netherlands, Portugal, Sweden, Iceland
and Norway, 2005.

(2) France, Italy, Portugal, the United Kingdom, Iceland and Japan, 2005.

(3) Higher education, break in series.

(4) Data in head counts are underestimated.

Source: Eurostat (rd_p_perssci)
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Figure 1.10: Research and development personnel, 2006 (1)
(% share of total labour force)
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(1) R&D personnel include all persons employed directly on R & D, plus persons supplying direct services to R & D, such as managers,
administrative staff and office staff. Head count (HC) data measure the total number of R & D personnel; EU-27, estimate; Belgium,
Bulgaria, Denmark, Germany, Greece, France, Italy, Cyprus, Lithuania, Luxembourg, the Netherlands, Portugal, Sweden, Iceland,
Norway and Japan, 2005; Austria and Croatia, 2004; the United Kingdom, not available.

Source: Eurostat (tsc00002)

Figure 1.11: Researchers, EU-27, 2006 (1)
(% breakdown by sector of performance, based on full-time equivalents)
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Source: Eurostat (rd_p_perssci)

eurostat B EUROPE IN FIGURES — Eurostat yearbook 2009 37



http://ec.europa.eu/eurostat/product?code=tsc00002&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=rd_p_perssci&mode=view&language=en

-'“ Science, technology, innovation and entrepreneurship:
! 2009, the year of creativity and innovation

Figure 1.12: Business enterprise researchers, EU, 2005 (1)
(% breakdown by activity, based on head counts)

Electricity, gas
and water supply
0.9%

Services
25.9%

Construction

/ 0.8%
\Agriculture, hunting,
forestry and fishing

0.7%

Manufacturing
71.4%

Mining and quarrying
0.4%

(1) Average composed of those Member States for which data are available; Belgium and the Czech Republic 2006; France and Austria,
2004; Bulgaria, 2003; Denmark, Luxembourg, Malta, Slovakia and the United Kingdom, not available; figures do not sum to 100 % due
to rounding.

Source: Eurostat (rd_p_bempocc)

Figure 1.13: Government and higher education researchers, EU, 2006 (1)
(% breakdown by field of science, based on full-time equivalents)
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Luxembourg and Portugal, 2005; Greece, France, the Netherlands, Austria, Finland, Sweden and the United Kingdom, not available.

Source: Eurostat (rd_p_perssci)
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Table 1.8: Researchers, 2006

Researchers (1 000) of which (%, based on fte) (2)
(head (full-time Business Govern- Higher Private
count) (1) equivalent) (2) enterprise ment education non-profit
EU-27 1891.1 1301.0 493 13.9 356 1.3
Euro area 1298.0 895.3 50.3 13.9 34.5 1.3
Belgium 48.8 339 505 /4 41.4 0.7
Bulgaria 11.9 10.3 12.6 595 26.7 1.2
Czech Republic 39.7 26.3 43.0 25.0 31.8 0.2
Denmark 435 28.7 60.6 7.6 31.0 0.7
Germany 4118 282.1 60.6 14.2 252 :
Estonia 6.4 3.5 24.9 14.6 58.1 23
Ireland 18.6 12.2 575 4.1 384 .
Greece 334 19.9 27.1 11.3 60.8 0.7
Spain 193.0 115.8 34.5 173 479 03
France 2530 204.5 532 12.7 324 1.7
Italy (3) 125.5 82.5 339 175 449 3.7
Cyprus 14 0.8 232 152 57.0 4.6
Latvia 72 4.0 19.3 149 65.8 0.0
Lithuania 11.9 8.0 10.9 212 67.8 :
Luxembourg 24 2.3 73.9 16.5 9.6
Hungary 328 17.5 356 298 346 :
Malta 1.0 0.5 46.3 36 50.1 0.0
Netherlands 49.8 45.9 60.6 156 : :
Austria : 305 63.6 4.0 31.9 0.5
Poland 96.4 596 15.7 209 63.2 0.2
Portugal 37.8 21.1 19.0 158 519 133
Romania 30.1 20.5 376 272 348 04
Slovenia 8.2 58 38.8 309 29.8 0.5
Slovakia 18.8 11.8 16.1 212 62.6 0.1
Finland 533 404 56.2 11.1 31.8 09
Sweden 82.5 55.7 67.6 55 264 04
United Kingdom : 180.5 51.9 52 : 2.1
Croatia : 5.2 13.8 312 549 0.1
Turkey 90.1 42.7 264 11.0 62.6 .
Iceland 38 22 47.0 232 27.1 26
Norway 37.0 21.7 494 159 34.7 .
China : 12238 63.5 17.2 19.3 :
Japan 861.9 704.9 683 4.8 256 13
Russian Federation (4) 3889 4644 51.0 33.1 156 04
United States : 1394.7 79.2 : : :

(1) Belgium, Bulgaria, Denmark, Germany, Greece, France, Italy, Cyprus, Lithuania, Luxembourg, the Netherlands, Portugal, Sweden,
Iceland, Norway and Japan, 2005.

(2) France, Italy, Portugal, the United Kingdom, Iceland, Norway, Japan and the United States, 2005.

(3) Higher education, break in series.

(4) Data in head counts are underestimated.

Source: Eurostat (rd_p_perssci)
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Figure 1.14: Human resources in science and technology with tertiary education, 2006 (1)
(% of human resources in science and technology aged 25-64 years with a tertiary education in the specified

field)
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Figure 1.15: Human resources in science and technology, 2006 (1)
(% of total)
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(1) Ireland, 2005; Italy, not available; persons aged 25-64.

Source: Eurostat (hrst_st_nnat)
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Table 1.9: Human resources in science and technology, 2006 (1)

Human resources in Scientists
science and technology Core and engineers

Male Female Male Female Male Female

(1.000) (%) (%) (1 000) (%) (%) (1.000) (%) (%)

EU-27 85422 499 50.1 34 455 48.5 51.5 10 338 68.8 31.2
Belgium 2183 50.5 496 919 474 526 335 51.3 487
Bulgaria 1069 40.8 592 488 326 67.6 96 52.1 46.9
Czech Republic 1736 484 516 537 54.4 456 164 70.1 299
Denmark 1333 484 51.7 676 441 55.9 163 70.6 294
Germany 16 708 529 471 6416 56.5 435 2156 76.7 233
Estonia 281 377 619 106 29.2 7.7 26 538 46.2
Ireland 772 474 52.7 324 46.0 54.0 138 50.0 493
Greece 1496 51.7 483 754 51.1 489 194 69.1 309
Spain 8442 513 48.7 3519 48.8 51.2 911 59.2 40.8
France 11122 49.6 504 4567 48.1 51.9 1342 77.0 230
Italy 8359 509 49.1 2633 488 51.2 713 69.1 309
Cyprus 143 524 483 65 523 492 16 56.3 375
Latvia 365 375 62.7 142 31.7 68.3 37 459 54.1
Lithuania 588 372 62.8 245 286 714 65 44.6 554
Luxembourg 89 528 472 45 533 46.7 10 80.0 20.0
Hungary 1402 4.7 583 569 431 56.9 161 67.7 323
Malta 44 59.1 40.9 17 529 471 5 60.0 40.0
Netherlands 3716 516 484 1640 52.3 47.7 453 684 316
Austria 1432 550 45.0 443 533 46.7 118 76.3 237
Poland 5051 41.6 584 2194 396 604 782 46.7 533
Portugal 1105 47.1 529 524 395 60.5 146 555 445
Romania 2095 46.1 539 935 47.6 524 367 624 376
Slovenia 368 459 543 162 40.1 60.5 50 64.0 340
Slovakia 797 44.2 55.7 274 496 504 67 65.7 343
Finland 1234 454 545 550 413 589 166 729 26.5
Sweden 2098 484 516 1 005 40.7 59.2 292 62.0 380
United Kingdom 11395 52.1 479 4704 482 51.8 1369 80.3 19.6
Turkey 4216 66.6 334 1488 62.8 37.2 317 73.2 26.8
Iceland 61 443 55.7 22 455 54.5 12 50.0 41.7
Norway 1079 49.1 51.0 565 441 55.9 1 586 414
Switzerland 1883 57.6 424 763 64.1 35.8 286 83.2 16.4

(1) Persons aged 25-64.

Source: Eurostat (hrst_st_ncat)
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Persons employed in high- and medium high-technology manufacturing, 2006

(% of total employment)
12

Figure 1.16
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Persons employed in high-technology knowledge intensive services, 2006

Source: Eurostat (htec_emp_nat)
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(% of total employment)

Figure 1.17
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1.4 Innovation

The fifth Community Innovation Survey
(CIS5) collected information about both
product and process innovation and or-
ganisational and marketing innovation.
For the purpose of this survey, ‘innova-
tion’ is defined as a new or significantly
improved product (good or service) in-
troduced to the market, or the introduc-
tion within an enterprise of a new or sig-
nificantly improved process. Innovations
are based on the results of new techno-
logical developments, new combinations
of existing technology, or the utilisation
of other knowledge acquired by the enter-
prise. Innovations may be developed by
the innovating enterprise or by another
enterprise. However, purely selling inno-
vations wholly produced and developed
by other enterprises is not included as an
innovation activity, nor is introducing
products with purely aesthetic changes.
Innovations should be new to the enter-
prise concerned: for product innovations
they do not necessarily have to be new to
the market and for process innovations
the enterprise does not necessarily have
to be the first one to have introduced the
process.

Enterprises with innovation activ-
ity include all types of innovator, namely
product innovators, process innovators,
as well as enterprises with only on-going
and/or abandoned innovation activities.
The proportion of enterprises with inno-
vation activity may also be referred to as
the propensity to innovate.

B FUROPE IN FIGURES — Eurostat yearbook 2009

The EU’s Summary Innovation Index (SII)
provides an overall assessment of innova-
tion performance. Based on performance
in 2003 and 2007, four main groupings of
Member States can be determined. The
first group can be considered as ‘innova-
tion leaders Sweden, Finland, Denmark,
Germany and the United Kingdom all
reported indices well above the EU-27 av-
erage. The second group can be thought
of as ‘innovation followers’, including
Luxembourg, Ireland, the Netherlands,
Austria, Belgium and France (scores be-
low those of the innovation leaders but
equal to or above that of the EU-27).
The third group can be termed ‘moder-
ate innovators’, including Estonia, the
Czech Republic, Slovenia, Italy, Cyprus
and Spain (with scores below the EU-27
average). The last group represent those
countries that are ‘catching-up’, includ-
ing Malta, Lithuania, Greece, Hungary,
Portugal, Slovakia, Poland, Bulgaria,
Latvia and Romania (with scores sig-
nificantly below the EU-27 average, but
moving towards the EU-27 average over
time).
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In 2006 just under 40 % of the EU-27’s
enterprises were considered as innova-
tive. Germany had the highest propen-
sity to innovate with almost two thirds
(62.6 %) of all enterprises having some
form of innovation activity. Generally,
the majority of core innovative enterpris-
es operated within the industrial econo-
my (56.9 % among the 21 Member States
for which data are available), a share that
rose to 72.4 % in Bulgaria. A breakdown
by enterprise size class shows that large
(250 and more employees) innovative en-
terprises were more inclined to introduce
products new to the market: almost half
(47.4 %) of all large innovative enterprises
did so in the EU-27 in 2006. In many of
the Member States, large innovative en-
terprises were also more likely to intro-
duce processes innovations that they had
developed.

In many of the Member States, a large
majority of innovation expenditure was
spent on the acquisition of machinery,
equipment and software. Otherwise, the
breakdown of innovation expenditure
in 2006 shows that intramural R & D
spending was generally the next most im-
portant category, followed by extramural
R & D expenditure.

Using information from within the en-
terprise was the most widespread source
of information for innovation among in-
novative enterprises in 2006 (44.0 % of
enterprises among those countries for
which data are available). Only a rela-
tively small proportion of innovative
enterprises used higher education insti-
tutes (4.3 %) or government and public
research institutes (3.7 %) as a source of
information for innovation.

The most important effect of innovation
was the product-oriented effect of im-
proving the quality of goods and serv-
ices; across the EU (data for 20 Member
States), 35.5 % of innovative enterprises
noted improved quality, while 31.6 %
of innovative enterprises cited a wider
range of goods and services as an effect
of innovation. In each of the Member
States for which data are available (except
Bulgaria), a majority of innovative enter-
prises introduced organisational or mar-
keting innovations, the most common
effects of which were reduced customer
response time and/or the improved qual-
ity of goods and services.

Innovative enterprises across the EU pro-
tected their intellectual property by reg-
istering trademarks (16.3 % of innovative
enterprises), applying for patents (8.0 %)
and registering industrial designs (7.6 %).
Claiming copyrights (3.6 %) was the least
used protection method in 2006.

Among non-innovative enterprises in the
EU in 2006 (data for 19 Member States),
around one in six (16.7 %) stated that an
important factor in not innovating was a
perceived lack of demand to do so. A lit-
tle under one in every ten (9.0 %) non-in-
novative enterprises across the EU stated
that they no longer innovated due to prior
innovations.
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Figure 1.18: Summary Innovation Index (Sll), 2003 and 2007 (1)
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(1) The Summary Innovation Index gives an ‘at a glance’ overview of aggregate national innovation performance and is a composite
indicator of 25 measures. The Sl can range from 0 (worst performance) to 1 (best performance). Countries are categorised as either
innovation leaders, innovation followers, moderate innovators or catching-up countries.

Source: European Commission, Directorate-General for Enterprise and Industry (European Innovation Scoreboard, 2007 -
Comparative analysis of innovation performance)

Figure 1.19: Evolution of the Summary Innovation Index (SII)
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Source: European Commission, Directorate-General for Enterprise and Industry (European Innovation Scoreboard, 2007 -
Comparative analysis of innovation performance)

Figure 1.20: Innovative enterprises, 2006 (1)
(% of all enterprises)
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(1) France, not available.
(2) Excluding France.

Source: Eurostat (inn_cis5_prod)
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Table 1.10: Proportion of innovative enterprises which introduced products new to the market or
own-developed process innovations, 2006

46

(% of innovative enterprises within size class or total)

Science, technology, innovation and entrepreneurship:
2009, the year of creativity and innovation

Process innovations:

Product innovations:

developed by the enterprise or group new to market
With With With With With With
10 to 49 50 to 249 > 250 10 to 49 50 to 249 > 250
Total employees employees employees | Total employees employees employees
EU-27 (1) : : ! : 324 29.3 36.9 474
Belgium 40.0 382 433 49.8 414 386 441 65.3
Bulgaria 379 373 38.1 414 413 386 46.2 457
Czech Republic 39.0 376 41.8 39.7 389 325 483 512
Denmark 350 325 413 411 338 309 379 50.7
Germany 309 27.7 324 50.1 304 259 353 477
Estonia 41.3 40.0 41.8 58.5 329 329 32.1 364
Ireland 424 411 421 5838 40.8 380 47.0 516
Greece 48.6 46.7 55.8 479 358 29.5 550 58.6
Spain 47.8 46.3 51.8 54.1 183 14.8 26.0 395
France : : : : : : : :
Italy : : : : 29.5 26.8 37.2 50.1
Cyprus 31.7 330 315 13.0 344 30.7 42.2 52.2
Latvia : : : : 44.7 49.8 34.0 419
Lithuania 352 332 40.7 36.9 36.0 36.8 324 38.5
Luxembourg 455 421 51.7 529 589 59.3 523 74.2
Hungary 28.5 28.7 256 338 309 30.1 29.6 38.2
Malta 46.7 413 52.1 66.7 59.0 57.1 604 66.7
Netherlands 230 22.1 224 354 48.1 46.1 50.8 59.5
Austria 372 357 37.8 480 454 42.1 48.8 65.0
Poland 47.0 481 46.1 46.0 32.7 33.1 30.6 37.5
Portugal 46.2 458 474 46.9 29.8 26.5 37.1 48.5
Romania 69.2 70.0 68.0 68.1 247 22.1 266 339
Slovenia 392 412 35.1 40.0 511 525 449 594
Slovakia 31.8 26.0 388 384 376 347 39.8 43.8
Finland 383 380 38.1 421 446 443 40.7 58.0
Sweden 36.6 36.8 : : 51.3 493 558 58.3
United Kingdom : : : : 31.6 31.0 31.7 39.8
Croatia 36.0 36.7 344 358 31.7 28.5 33.1 47.5
Turkey 64.3 64.3 62.8 69.9 59.6 62.3 50.5 529
Norway 29.3 28.5 29.8 36.8 399 40.6 37.0 42.0

(1) Excluding France.

Source: Eurostat (inn_cis5_prod)
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Figure 1.21: Enterprises engaged in innovation activities, by economic activities, 2006 (1)
(% share of innovative enterprises)
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(1) Data for France, Italy, Latvia, Finland and the United Kingdom, not available; data for Sweden, incomplete; the core aggregate
covers enterprises in industry (NACE Sections C, D and E), wholesale trade (NACE Division 51), transport, storage and communication
(NACE Section 1), financial intermediation (NACE Section J) and business activities (NACE Division 72 and NACE Groups 74.2 and 74.3).
(2) Average based upon data for 21 Member States, excluding France, Italy, Latvia, Finland, Sweden and the United Kingdom.

Source: Eurostat (inn_cis5_exp)

Figure 1.22: Innovative enterprises having received any public funding, 2006 (1)
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(1) Denmark, Ireland, France, Italy, Latvia, Finland, Sweden and the United Kingdom, not available.

Source: Eurostat (inn_cis5_pub)
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Table 1.11: Breakdown of innovation expenditure by category, 2006
(% of total innovation expenditure)

Expenditure for Expenditure for
acquisition of acquisition of
machinery, other
Expenditure in Expenditure in equipment & external
intramural R&D extramural R&D software knowledge
Belgium 471 222 294 13
Bulgaria 58 12 91.3 1.7
Czech Republic 240 17.8 55.1 3.2
Denmark 59.0 17.2 18.9 5.0
Germany : : : :
Estonia 8.1 34 87.1 14
Ireland 37.8 6.1 40.7 15.3
Greece 354 84 549 1.3
Spain 356 14.2 339 6.3
France : : : :
Italy : : : :
Cyprus 24 8.1 84.9 4.7
Latvia : : : :
Lithuania 246 7.7 65.2 25
Luxembourg 389 14.3 36.8 10.0
Hungary 174 17.7 613 3.6
Malta 224 35 63.0 111
Netherlands 593 17.6 20.8 23
Austria : : : :
Poland 8.7 44 833 36
Portugal 27.2 7.1 58.9 6.9
Romania 14.0 19 816 26
Slovenia 326 74 58.0 2.1
Slovakia 76 39 86.2 24
Finland : : : :
Sweden 60.2 19.8
United Kingdom : : : :
Croatia 19.8 7.5 679 4.7
Turkey 30.2 3.0 62.5 3.9

Source: Eurostat (inn_cis5_exp)
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Figure 1.23: Sources of information for innovation, average, 2006 (1)
(% of enterprises with innovation activities)
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(1) Note that multiple answers could be given; average based upon data for 18 Member States, excluding Denmark, Germany, Ireland,
France, Italy, Latvia, Finland, Sweden and the United Kingdom.

Source: Eurostat (inn_cis5_sou)

Figure 1.24: Effects of innovation, average, 2006 (1)
(% of enterprises with innovation activities)
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(1) Note that multiple answers could be given; average based upon data for 20 Member States, excluding Belgium, Germany, Ireland,
France, Italy, Slovenia and the United Kingdom.

Source: Eurostat (inn_cis5_eff)
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Table 1.12: Effects of innovation, 2006 (1)
(% of enterprises with innovation activities)

New Incr. Less env.
Wider markets/ cap.of Lower impact or

range of greater prod./ unit Lower unit better Met

goods & market Impr. Impr. service labour materials& health& regula-

services share quality flexib. prov. costs energy use safety tions
Belgium : : : : : : : : :
Bulgaria 382 30.1 389 21.0 217 159 132 209 253
Czech Republic 39.3 288 38.2 254 26.1 18.2 14.2 13.8 7.2
Denmark 186 15.8 16.6 153 18.8 115 73 53 9.2
Germany : : : : : : : : :
Estonia 29.8 257 27.2 20.0 205 143 7.8 84 6.8
Ireland : : : : : : : : :
Greece 9.1 11.6 5.8 83 9.2 26.2 20.7 129 11.3
Spain 252 18.6 335 226 274 129 85 134 19.8
France . . . . . . . . .
Italy : : : : : : : : :
Cyprus 453 379 57.5 69.8 62.5 29.2 19.9 380 56.0
Latvia 27.8 15.8 26.5 16.4 17.3 6.2 54 6.3 139
Lithuania 324 28.0 344 25.0 305 10.7 85 9.9 252
Luxembourg 57.7 451 62.1 352 336 13.0 6.8 129 28.5
Hungary 324 26.2 37.2 219 223 6.2 7.2 13.6 19.8
Malta 27.7 15.9 313 210 18.5 11.8 77 8.7 200
Netherlands 448 38.8 440 31.8 316 16.6 10.5 1.7 14.6
Austria 394 337 48.7 30.0 278 11.9 9.7 134 18.5
Poland 36.1 269 38.1 20.8 257 138 11.6 185 247
Portugal 34.1 254 443 31.2 36.5 224 15.0 241 256
Romania 37.0 294 41.7 282 34.1 183 14.8 237 209
Slovenia : : : : : : : : :
Slovakia 38.1 23.1 416 285 27.2 8.0 10.8 138 134
Finland 16.5 15.5 16.9 144 15.3 10.7 52 72 9.6
Sweden 33.0 243 34.2 184 23.1 17.0 10.2 14.0 17.8
United Kingdom : : : : : : : : :
Croatia 39.1 328 52.3 345 322 19.9 15.1 18.0 315
Turkey 38.3 32.6 49.5 394 394 18.0 10.2 21.6 28.8

Source: Eurostat (inn_cis5_eff)

(1) Note that multiple answers could be given.
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Table 1.13: Enterprises that introduced organisational and/or marketing innovations, 2006 (1)
(% of enterprises with innovation activities)

Highly important effects of organisational innovation
Reduced Improved Reduced Improved employee
customer quality of costs satisfaction and/or
response goods & per unit reduced rates of
Total time services output employee turnover
Belgium 66.8 25.7 269 12.7 9.8
Bulgaria 46.2 129 23.1 109 99
Czech Republic 69.7 21.2 278 119 13.0
Denmark 76.0 221 17.0 12.6 12.1
Germany 84.6 : : : :
Estonia 709 269 24.8 13.6 125
Ireland 65.7 386 39.7 296 16.6
Greece 86.2 83 1.5 236 213
Spain : : : : :
France
Italy : : : : :
Cyprus 80.1 421 454 223 27.7
Latvia 70.5 232 30.1 6.7 114
Lithuania 73.1 16.2 253 15.1 155
Luxembourg 834 344 46.9 14.2 18.8
Hungary 709 42.5 396 21.0 1.5
Malta 82.1 318 338 210 159
Netherlands 535 194 233 10.0 9.5
Austria 779 26.2 319 10.8 14.0
Poland 722 269 25.8 99 10.2
Portugal 824 379 433 209 18.5
Romania 739 349 392 16.2 16.0
Slovenia 76.6 514 56.3 376 247
Slovakia : : : : :
Finland
Sweden
United Kingdom : : : : :
Croatia 764 349 377 13.6 19.2
Turkey 76.6 254 37.6 15.6 14.8
Norway 64.0 13.0 17.5 14.5 9.8

(1) Note that multiple answers could be given.

Source: Eurostat (inn_cis5_mo and inn_cis5_oref)
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Figure 1.25: Protection methods (copyright, registered designs, trademarks, patents) used by
innovative and non-innovative enterprises, average, 2006 (1)
(% of enterprises with innovation activities)
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(1) Note that multiple answers could be given; average based upon data for 18 Member States, excluding Denmark, Germany, France,
Italy, Latvia, Slovenia, Finland, Sweden and the United Kingdom.

Source: Eurostat (inn_cis5_pat)

Figure 1.26: Enterprises citing various highly important hampering effects, average, 2006 (1)
(% of enterprises with innovation activities)
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(1) Note that multiple answers could be given; average based upon data for 19 Member States, excluding Belgium, Denmark, Germany,
France, Italy, Slovenia, Finland and the United Kingdom.

Source: Eurostat (inn_cis5_ham)

Figure 1.27: Reasons not to innovate, 2006 (1)
(% of non-innovative enterprises)
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(1) Note that multiple answers could be given; Belgium, Denmark, Germany, Italy, Slovenia and Finland, not available.
(2) Average based upon data for 19 Member States, excluding Belgium, Denmark, Germany, France, Italy, Slovenia, Finland and the
United Kingdom.

Source: Eurostat (inn_cis5_ham)
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1.5 Patents

Intellectual property rights provide a link
between innovation, inventions and the
marketplace. Applying for a patent, for
example, makes an invention public but at
the same time gives it protection. A count
of patents is one measure that reflects
a country’s inventive activity and also
shows its capacity to exploit knowledge
and translate it into potential economic
gains. In this context, indicators based on
patent statistics are widely used to assess
the inventive and innovative perform-
ance. While patents are generally used
to protect R & D results, they are also
significant as a source of technical infor-
mation, which may prevent re-inventing
and re-developing ideas because of a lack
of information. More information on the
sources and methods concerning patent
data are available in Subchapter 14.3 of
this publication.

The falling trend in patent applications
between 2000 and 2005 is linked to
the length of patenting procedures and
should not be understood as a real de-
cline in patenting activity. For this reason
the 2005 figures in Eurostat’s reference
database are flagged as provisional.

Among the Member States, Germany had
by far the highest number of patent ap-
plications to the European Patent Office
(EPO), some 11 500 in 2005 (which was

B FUROPE IN FIGURES — Eurostat yearbook 2009

almost half the total number made by en-
terprises from within the EU-27). In rela-
tive terms, the Member States with the
highest number of patent applications per
million inhabitants were Luxembourg
(143) and Germany (139), followed some
way behind by Austria (79).

About one third (32.5 %) of the high-tech-
nology patent applications made to the
EPO in 2005 came from EU-27 Member
States, a further one quarter (25.6 %)
coming from Japan. A little over one half
(52.4 %) of these high-technology appli-
cations concerned communications tech-
nology, and a further one third (32.1 %)
related to computer and automated busi-
ness equipment.

A little over one fifth (21.7 %) of the pat-
ent applications by EU-27 Member States
to the EPO in 2005 concerned performing
operations (such as printing and shaping)
and transport (such as forms of transport
or hoisting, lifting and hauling). Patents
concerning electricity (such as basic ele-
ments, circuitry and power distribution)
were the next most common (14.7 %), fol-
lowed closely by patents in physics (such
as optics, checking devices and informa-
tion storage) and then human necessities
(such as foodstuffs, personal or domestic
articles and health articles).
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Figure 1.28: Patent applications to the European Patent Office (EPO), 2005 (1)

(applications per million inhabitants)
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(1) Data refer to applications filed directly under the European Patent Convention or to applications filed under the Patent Co-
operation Treaty and designated to the EPO (Euro-PCT). For patent applications to the EPO all direct applications (EPO-direct) are
taken into account, but among the PCT applications (applications following the procedure laid down by the PCT) made to the EPO
only those that have entered into the regional phase are counted. Patent applications are counted according to the year in which they

were filed. Estimates.

Source: Eurostat (pat_ep_nipc)

Figure 1.29: High-technology patent applications made to the European Patent Office (EPO),

2005 (1)
(% of total)
By origin
Otherextra ) 57 Member States
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(1) Provisional.

Source: Eurostat (pat_ep_ntec)

54

By field

Lasers
[ 1.0%

Semiconductors
9.5%

Computer & automated
business equipment
32.1%

Micro-organisms &
enetic engineering

9
3.7%
Aviation

1.3%

Communications
technology
52.4%

EUROPE IN FIGURES — Eurostat yearbook 2009 B eurostat


http://ec.europa.eu/eurostat/product?code=pat_ep_nipc&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=pat_ep_ntec&mode=view&language=en

Science, technology, innovation and entrepreneurship: - "-
2009, the year of creativity and innovation

Table 1.14: Patent applications to the European Patent Office (EPO), 2005 (1)

Total of which (%):

Mech.

Perfor- eng.;

(per | Human ming lighting;
million neces- oper; Chem.; Textiles; Fixed heating; Elec-
(1000) inhab.) sities transp. metall. paper constr. weapons Physics tricity
EU-27 234 47.7 124 21.7 6.4 1.9 5.8 11.7 13.0 148
Belgium 0.7 66.6 13.8 179 115 19 3.8 54 149 19.6
Bulgaria 0.0 0.3 : 375 : : : : 25.1 375
Czech Republic 0.0 35 89 325 14.6 5.6 3.7 : 115 133
Denmark 0.2 40.0 235 13.7 45 0.5 10.2 6.8 87 206
Germany 11.5 1389 10.9 240 6.2 1.8 54 12.8 13.0 139
Estonia 0.0 15 250 : : : : : 500 250
Ireland 0.0 11.8 8.7 17.3 2.1 0.7 4.1 16.5 184 158
Greece 0.0 39 14.9 114 7.6 : 9.9 114 103 16.0
Spain 0.6 13.6 16.9 223 8.7 1.6 9.7 10.0 7.8 9.0
France 3.6 57.7 13.2 18.5 48 0.9 54 1.5 14.6 19.0
Italy 2.8 48.0 164 234 49 3.8 6.6 123 9.0 10.0
Cyprus 0.0 12.5 14.3 : 214 429 10.7 10.7 :
Latvia 0.0 1.6 : 533 : : : : 26.7 20.0
Lithuania 0.0 0.6 : : 25.0 : : : 50.0 :
Luxembourg 0.1 143.3 46 28.8 11.5 : 2.1 179 83 9.2
Hungary 0.0 2.1 17.9 104 15.8 : 24 : 126 173
Malta 0.0 17.6 84.7 : : : : : 35 11.7
Netherlands 09 56.5 14.2 220 12.7 12 7.1 47 166 100
Austria 0.6 79.1 11.0 19.7 8.1 39 9.9 120 114 10.3
Poland 0.1 1.7 2.1 116 73 1.5 54 188 12.5 26.0
Portugal 0.1 5.6 6.7 44 33 : 59 173 84 36.7
Romania 0.0 04 26.0 390 : : : : 208 130
Slovenia 0.0 15.1 16.6 16.6 4.7 6.6 83 53 0.6 19
Slovakia 0.0 2.2 : 4.2 20.1 : 84 50.5 . 168
Finland 0.2 44.7 134 13.1 8.0 43 34 79 125 252
Sweden 0.5 60.2 7.3 19.0 7.1 06 52 10.8 17.1 20.7
United Kingdom 1.3 21.1 12.1 14.8 6.9 1.5 5.0 11.1 16.3 20.6
Croatia 0.0 1.0 314 : : : : 1138 c 337
Turkey 0.0 0.6 11.3 20.1 8.8 2.5 12.6 17.6 44 7.5
Iceland 0.0 10.2 66.7 : : : : 333 : :
Liechtenstein 0.0 391.6 352 27.1 1.1 : 3.7 10.5 89 :
Norway 0.1 14.5 8.0 236 6.8 2.0 1.9 9.9 70 144
Switzerland 1.6 219.0 14.2 18.7 6.9 2.2 4.7 5.7 215 123
China 0.5 04 8.3 10.5 23 0.2 0.9 20 119 564
Japan 9.2 718 5.0 19.5 6.5 0.8 0.5 7.8 269 245
Russian Federation 0.0 03 7.9 16.0 14.7 4.1 24 : 176 206
United States 64 21.7 14.2 13.6 7.3 0.7 1.1 9.7 21.0 213

(1) Provisional.

Source: Eurostat (pat_ep_nipc)
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1.6 Business start-ups and
entrepreneurship

The Entrepreneurship Action Plan adopt-
ed in 2004 established a mechanism to fos-
ter entrepreneurship. A 2006 final report
on its implementation concluded that its
underlying goals had been achieved, and
that it had built the path to further ac-
tions to be carried out under the compet-
itiveness and innovation framework pro-
gramme (CIP). Furthermore, it provided
the platform for stronger recognition of
SME issues leading to the June 2008 pro-
posal by the European Commission for
a ‘Small Business Act’®. This proposal
aims to address the needs of Europe’s
small and medium-sized enterprises, to
make Europe more entrepreneurial, and
to help its enterprises thrive, by improv-
ing the conditions for SMEs while taking
account of their diversity. The proposal
focuses on promoting entrepreneurship,
anchoring the ‘Think Small First’ prin-
ciple in policy-making and supporting
SMEs’ growth.

A majority (57.7 %) of individuals in the
EU-25 that launched or were launching
their own businesses did so because they
saw an opportunity to do so, rather than
solely out of necessity (27.0 %). Among
the Member States, Greece stood out as
the only country where the single largest
factor for business start-ups was out of ne-
cessity (42.4 % of individuals), which was
in stark contrast to the four fifths (82.9 %)
of entrepreneurs in Denmark who did so
because they saw an opportunity.

A little over one half of the EU-25s entre-
preneurs stated that having an appropri-
ate business idea and receiving necessary
financial support were very important
in making their decision to set up their
businesses. For a little over one quarter
of entrepreneurs, dissatisfaction with
their previous situation and/or changes
in family circumstances were also very
important reasons to start-up their busi-
nesses, with one third (35.5 %) also cit-
ing contact with an appropriate business
partner as very important.

Among individuals who had never start-
ed a business and were not taking steps
to start one, a little under two thirds
(61.7 %) had never thought about it, this
share rising to about three quarters in
Belgium and Lithuania. A relatively high
proportion of individuals (20.5 %) across
the EU-25, who had not yet started a
business, had at one time thought about
doing so, and in cases taken steps to do so
before giving up. In Germany, the United
Kingdom and Austria, the proportion of
those who did not follow through their
interest was relatively high (about 25 %).

The employer enterprise birth rate for
the business economy (NACE Rev. 1.1
Sections C to K, excluding holding com-
panies) was 11.3 % among the 13 Member
States for which data are available for
2005. This compared with a birth rate of
9.3 % for the same countries when con-
sidering all enterprises, not just those
with employees. Employer enterprise
birth rates were generally higher than
birth rates for all enterprises in 2005,
exceptions being in Bulgaria, Latvia and
Romania.

(5) http://ec.europa.eu/enterprise/entrepreneurship/sba_en.htm.
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There is considerable policy interest in the
way in which enterprises grow and cre-
ate employment. Across the 12 Member
States for which data are available, the
number of persons employed in newly
born enterprises in 2005 was the equiva-
lent of 3.5 % of the total number of per-
sons employed in all employer enterpris-
es; the corresponding share for employer
enterprise deaths in 2004 was 2.9 % of the
workforce. Newly born enterprises ac-
counted for a particularly high share of
the workforce in Slovakia (5.9 %), other
high shares being in Spain (4.4 %) and
Romania (4.1 %).

There is also interest in enterprises (new
or established) that display particularly
rapid rates of growth. This sub-group are
likely to have behaved in an atypical fash-
ion, in that they are likely to have done
something different or new in terms of
product or process development, in or-
der to achieve such rapid growth. Across
the 14 Member States for which data are
available for 2005, high-growth enter-
prises accounted for an average 3.8 % of
employment across active enterprises and
5.9 % of turnover. In many of the Member
States that joined the EU in either 2004
or 2007, these rates were considerably
higher.

Figure 1.30: Preference for being an employee or self-employed, 2007

(%)
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Source: European Commission, Flash Eurobarometer 192 (Entrepreneurship Survey of the EU (25 Member States), United States, Iceland

and Norway)
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Figure 1.31: Business start-up decision by entrepreneurs, 2007
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Source: European Commission, Flash Eurobarometer 192 (Entrepreneurship Survey of the EU (25 Member States), United States, Iceland
and Norway)

Figure 1.32: Change in ‘real’ employer businesses, total economy (NACE Rev. 1.1 Sections A to Q),

(percentage points)
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(1) Overall growth of the number of self-employed persons (aged 15 or more), who are not working alone and who are not family
workers (in other words, who employ at least one other person); Bulgaria, Cyprus, Latvia, Lithuania, Malta and Slovakia, not available.

Source: Eurostat (Ifsa_egaps)
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Figure 1.33: Preference for self-employment status - main elements, EU-25, 2007
(% of those who have started a business or are taking steps to start one or who thought of it or had already
taken steps to start a business but gave up)
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Source: European Commission, Flash Eurobarometer 192 (Entrepreneurship Survey of the EU (25 Member States), United States, Iceland
and Norway)

Figure 1.34: Experience in setting up a business: among those who have not yet done this,

EU-25, 2007
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Figure 1.35: Comparison of enterprise birth rates and employer enterprise birth rates, 2005 (1)
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(1) Enterprise birth rates are defined as the number of enterprise births in the reference period (t), divided by the number of
enterprises active in t; data for Belgium, Denmark, Germany, Ireland, Greece, Malta, Poland and Portugal, not available.

(2) EU average based on data available for Bulgaria, the Czech Republic, Estonia, Spain, Italy, Latvia, Luxembourg, Hungary, the
Netherlands, Austria, Romania, Slovakia and Finland.

(3) Data for employer enterprise birth rates, not available.

Source: Eurostat (bd_9f size_cl)

Figure 1.36: Proportion of employment among employer enterprise births and employer
enterprise deaths, 2005 (1)
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(1) Data for Belgium, Denmark, Germany, Ireland, Greece, France, Cyprus, Malta, Poland, Portugal, Slovenia, Sweden and the United
Kingdom, not available.

(2) EU average based on data available for Bulgaria, the Czech Republic, Estonia, Spain, Italy, Lithuania, Luxembourg, Hungary, the
Netherlands, Romania, Slovakia and Finland.

(3) Data for employment among employer enterprise deaths, not available.

(4) Numbers of persons employed in employer enterprise deaths, 2004.

Source: Eurostat (bd_9f_size_cl)
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Figure 1.37: High-growth firm rate by employment/turnover, business economy (Sections C to K),

2005 (1)
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(1) Share of high growth enterprises in the population of active enterprises, measured in employment/turnover; all enterprises with
average annualised growth greater than 20 % per annum, over a three year period should be considered as high-growth enterprises;
enterprises with ten or more employees; data for Belgium, Denmark, Germany, Ireland, Greece, France, Cyprus, Malta, Austria, Poland,
Portugal, Sweden and the United Kingdom, not available.

(2) EU average composed of available countries shown in graph.

(3) Spain, not available.

Source: Eurostat (bd_9n)

Figure 1.38: Employment/turnover growth rate of ‘gazelles’, business economy (Sections C to K),

2005 (1)
(% of active enterprises)
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(1) Share of young high growth enterprises in the population of active enterprises, measured in employment/turnover; all enterprises
up to 5 years old with average annualised growth greater than 20 % per annum, over a three year period, should be considered as
gazelles; enterprises with ten or more employees; data for Belgium, Denmark, Germany, Ireland, Greece, France, Cyprus, Malta, Austria,
Poland, Portugal, Sweden and the United Kingdom, not available.

(2) EU average composed of available countries shown in graph.

(3) Czech Republic, not available.

(4) Spain, not available.

Source: Eurostat (bd_9n)
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1.7 Factors of business success

Averaging across the Member States for
which data are available, the overwhelm-
ing majority (81.2 %) of enterprises born
in 2002 had no employees when starting-
up. At start-up in 2002, very few (1.5 %)
enterprises had more than 10 employees,
the rest (16.8 %) employing between 1
and 9 persons. Of those enterprises born
in 2002 that had survived to 2005, how-
ever, many had grown in terms of em-
ployee numbers: on average, 29.4 % of en-
terprises had between 1 and 9 employees

and 4.1 % had more than 10 or more
employees. There was particularly strong
employment growth among surviving en-
terprises in Lithuania, where the number
of enterprises without employees fell to
almost none (0.3 %), whilst those employ-
ing over ten employees grew from 4.4 %
at start-up in 2002 to 23.5 % of surviving
enterprises in 2005. Strong employment
growth in surviving start-ups was also
noted in Bulgaria, Estonia and Romania.

Figure 1.39: Business units having been born in 2002 and surviving to 2005 (1)
(% share of total number of units having been born in 2002 and surviving to 2005)
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(1) Units within industry and services excluding public administration and management activities of holding companies (NACE Rev. 1.1
Sections C to K excluding Class 74.15); Slovenia, not available for
(2) Average of those Member States for which data are available.

Source: Eurostat (fobs_isc and fobs_ssc)
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Table 1.15: Business units having survived from 2002 to 2005, according to status of the
founder (1)
(% share of total number of units having survived)

By gender By age By education
Primary Post-
Less 30-39 40+ & lower Upper secondary

Male Female than30 years years | secondary secondary non-tertiary Tertiary
EU (2) 729 27.1 25.0 356 39.3 27.6 41.2 10.1 21.1
Bulgaria 59.2 40.8 153 287 559 50 451 18.7 312
Czech Republic 72.7 27.3 332 327 34.1 131 61.7 6.7 185
Denmark 79.6 204 159 359 48.2 20.5 242 15.7 396
Estonia 76.0 24.0 253 395 352 2.8 19.8 205 56.9
France 794 206 8.8 34.0 57.1 236 425 : 339
Italy 74.8 252 299 40.0 30.1 323 46.3 23 19.2
Latvia 64.7 353 18.1 34.6 473 23 374 10.1 50.2
Lithuania 741 259 6.6 338 59.5 1.2 133 17.1 68.4
Luxembourg 81.6 184 10.1 36.5 533 194 23.7 18.2 387
Austria 72.3 27.7 10.8 39.7 49.5 57 36.6 220 356
Portugal 85.8 14.2 13.0 313 55.7 512 264 6.7 15.7
Romania 64.4 356 232 323 446 52.1 10.0 325 54
Slovenia 734 26.6 24.7 332 420 4.0 413 254 29.3
Slovakia 70.0 30.0 31.1 314 375 285 453 4.6 216
Sweden 79.2 20.8 14.1 34.9 51.1 15.7 35.2 20.9 282

(1) Units within industry and services excluding public administration and management activities of holding companies (NACE Rev. 1.1
Sections C to K excluding Class 74.15).
(2) Average of those Member States for which data are available.

Source: Eurostat (fobs_gen, fobs_age and fobs_edu)
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Economic and social progress and constant improvements in living and working con-
ditions are fundamental objectives for the EU. Over the last five decades policy-makers
have strived to improve economic integration (through removing barriers to the free
movement of goods, services, money and people) with the goal of creating more jobs
and economic growth. Much has been achieved: such as the customs union, then the
single market and, more recently, economic and monetary union (EMU).

The chief objective of the Single European Act was to add new momentum to the proc-
ess of the European construction so as to complete the internal market®. Since 1993
the European single market has strongly enhanced the possibility for people, goods,
services and money to move around Europe as freely as within a single country. These
freedoms, foreseen from the outset of the EC in the Treaty establishing the European
Economic Community of 1957 have been designed: to allow individuals the right to
live, work, study or retire in another Member State; to increase competition leading
to lower prices, a wider choice of things to buy and higher levels of protection for con-
sumers; and to make it easier and cheaper for businesses to interact across borders.
It is now easier to travel across the EU’s internal frontiers, in particular within the
Schengen area, or to order a wide range of products that may be delivered from all over
the EU. According to the European Commission, the single market has created 2.5
million new jobs since 1993 and generated more than EUR 800 000 million in extra
wealth, through abolishing tariffs and quotas, as well as technical and administrative
obstacles to free trade®. The creation of the single market has increased incentives
to liberalise previously protected monopoly markets for utilities such as telecom-
munications, electricity, gas and water. As a result, many households and industries
across Europe are increasingly able to choose who supplies them with related serv-
ices. Nevertheless, there remain areas, for example in relation to financial services and
transportation, where separate national markets still exist.

(1) http://europa.eu/scadplus/treaties/singleact_en.htm.
(2) http://europa.eu/pol/overview_en.htm.
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The Council and Parliament of the
EU adopted in 2005 the ‘Integrated
Guidelines Package’® which is a roadmap
for spurring growth and creating jobs in a
socially cohesive and environmentally re-
sponsible EU for the period 2005 to 2008.
This package represents a comprehensive
strategy of macro-economic, micro-eco-
nomic and employment policies. Under
the package, Member States draw up na-
tional reform programmes, using the tax
and social welfare policy mix they think
best suits national circumstances.

2.1 National accounts

Introduction

The most frequently used measure for
the overall size of an economy is gross
domestic product (GDP). It corresponds
to the total monetary value of all produc-
tion activity in a certain geographic area.
GDP at market prices is the final result
of the production activity of all producer
units within a certain area (for example, a
national territory), no matter whether the
units are owned by nationals or foreign-
ers. GDP, and in particular GDP per cap-
ita, is one of the main indicators used for
economic analysis, as well as spatial and/
or temporal comparisons, in particular
as a measure of living standards.

Household saving rates vary consider-
ably between countries because of insti-
tutional, demographic and socio-eco-
nomic differences between countries.
Government provisions for old-age pen-
sions, the extent to which governments
provide insurance against sickness and

unemployment, and the demographic age
structure of the population will all influ-
ence the rate at which a population saves
— older persons tend to run down their
financial assets during their retirement
to the detriment of saving. Finally, the
availability and price of credit, as well as
attitudes towards debt may also influence
choices made by individuals regarding
whether to spend or save; something that
became apparent with devastating effect
during the autumn of 2008.

Aside from individuals’ choices as to
consumption and savings patterns, the
Member States of the EU also need to
have sound public finances, by balanc-
ing their choice of expenditure priori-
ties in relation to the types and levels of
taxes that they fix. The governments of
the Member States retain responsibility
for fixing their levels of direct taxation
- i.e. tax on personal incomes and com-
pany profits, savings and capital gains.
In the area of company tax, the EU has
two goals: preventing harmful tax com-
petition between Member States and sup-
porting the principle of free movement
of capital. Cross-border payments of in-
terest, royalties and dividends to sister
and parent companies have progressively
been exempted from withholding tax in
the country from which the payment is
made and discussions are under way on
having a common tax base for compa-
nies, i.e. the rules applying to each type
of transaction would be the same across
the EU in order to prevent unfair compe-
tition, while still leaving Member States
free to set actual tax rates.

(3) http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2005:205:0021:0027:EN:PDF.
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Definitions and data availability

The European system of (integrated eco-
nomic) accounts provides the methodol-
ogy for national accounts in Europe. The
current version, ESA 95, is fully consist-
ent with the worldwide guidelines on the
national accounts, the SNA 93.

Data within the national accounts do-
main encompasses information on GDP
and its components, employment, final
consumption aggregates, income, and
savings. Many of these annual variables
are also calculated on a quarterly basis.
Breakdowns exist for certain variables
by economic activity (industries, as de-
fined by NACE), investment products,
final consumption purpose (as defined by
COICOP) and institutional sectors.

An analysis of the economy of different
countries can be facilitated by studying
GDP per capita, so removing the influ-
ence of the absolute size of the popula-
tion. GDP per capita is a broad economic
indicator of living standards, and a ba-
sic measure of the competitiveness of an
economy. The volume index of GDP per
capita in purchasing power standards
(PPS) is expressed in relation to the EU
average (set to equal 100). If the index of
a country is higher/lower than 100, this
country’s level of GDP per head is above/
below the EU-27 average. Such compari-
sons of the wealth and competitiveness of
countries should ideally be made using a
PPS based series. To do this, measures of
GDP in national currencies are converted
into a common currency using purchas-
ing power parities (PPPs) that reflect
the purchasing power of each currency,
rather than using market exchange rates.
GDP per capita in purchasing power
standards (the common currency), there-
fore eliminates differences in price levels
between countries and also allows a com-
parison between economies of different
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absolute sizes. Note that the index, cal-
culated from PPS figures is intended for
cross-country comparisons rather than
for temporal comparisons.

The calculation of the annual growth rate
of GDP at constant prices is intended to
allow comparisons of the dynamics of
economic development both over time
and between economies of different sizes,
irrespective of price levels.

A further set of national accounts data is
used within the context of competitive-
ness analyses, namely indicators relating
to the productivity of the workforce, such
as labour productivity measures. GDP in
PPS per person employed is intended to
give an overall impression of the produc-
tivity of national economies. It should be
kept in mind, though, that this measure
depends on the structure of total employ-
ment and may, for instance, be lowered by
a shift from full-time to part-time work.
GDP in PPS per hour worked there-
fore gives a clearer picture of productiv-
ity, through the use of a more consistent
measure of labour input.

GDP can be defined and calculated in
three ways:

+ the output approach - as the sum of
gross value added of the various insti-
tutional sectors or the various indus-
tries, plus taxes and less subsidies on
products;

« the expenditure approach - as the
sum of final uses of goods and serv-
ices by resident institutional units
(final consumption and gross capital
formation), plus exports and minus
imports of goods and services;

+ the income approach - as the sum of
the compensation of employees, net
taxes on production and imports,
gross operating surplus and mixed
income.
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The output approach

Gross value added is defined as the value
of all newly generated goods and services
less the value of all goods and services
consumed in their creation; the deprecia-
tion of fixed assets is not included. When
calculating value added, output is valued
at basic prices and intermediate con-
sumption at purchasers’ prices. Taxes less
subsidies on products have to be added
to value added to obtain GDP at market
prices.

Various measures of labour productivity
are available, for example, based on GDP
(or value added) in PPS either relative to
the number of persons employed or to the
number of hours worked.

The breakdown of the gross value added
generated by particular industries is pre-
sented in terms of six NACE Rev. 1 head-
ings, covering: agriculture, hunting and
fishing; industry; construction; trade,
transport and communication services;
business activities and financial services,
and other services.

In the system of national accounts, only
households, non-profit institutions serv-
ing households (NPISH) and government
have final consumption, whereas corpo-
rations have intermediate consumption.
Private final consumption expenditure,
or that performed by households and
NPISH, is defined as expenditure on
goods and services for the direct satisfac-
tion of individual needs, whereas govern-
ment consumption expenditure includes
goods and services produced by govern-
ment, as well as purchases of goods and
services by government that are supplied
to households as social transfers in kind.

The expenditure approach

National accounts aggregates from the
expenditure approach are used by the
European Central Bank (ECB) and
European Commission services as im-
portant tools for economic analysis and
policy decisions. The quarterly series are
central to business-cycle analysis and
subsequent policy decisions. These series
are also widely employed for supporting
business decisions in the private sector,
in particular within financial markets.

The expenditure approach of GDP is
defined as private final consumption ex-
penditure + government final consump-
tion expenditure + gross capital forma-
tion + exports - imports.

Private final consumption expenditure
includes final expenditure of households
and non-profit institutions serving house-
holds (NPISH), in other words, expendi-
ture on goods or services that are used
for the direct satisfaction of individual
needs. NPISHs are private, non-market
producers which are separate legal enti-
ties. Their principal resources, apart from
those derived from occasional sales, are
derived from voluntary contributions in
cash or in kind from households in their
capacity as consumers, from payments
made by general governments and from
property income. Examples of NPISHs
include churches, trade unions or politi-
cal parties.

Government final consumption expend-
iture includes two categories of expendi-
ture; the value of goods and services pro-
duced by general government itself other
than own-account capital formation and
sales, and purchases by general govern-
ment of goods and services produced by
market producers that are supplied to
households - without any transformation
- as social transfers in kind.
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Gross fixed capital formation consists
of resident producers’ acquisitions, less
disposals, of fixed assets plus certain ad-
ditions to the value of non-produced as-
sets realised by productive activity. Fixed
assets are tangible or intangible assets
produced as outputs from processes of
production that are themselves used re-
peatedly, or continuously, in processes
of production for more than one year;
such assets may be outputs from produc-
tion processes or imports. Investment
may be made by public or private institu-
tions. Gross capital formation is the sum
of gross fixed capital formation and the
change in inventories. Changes in inven-
tories are measured by the value of the
entries into inventories less the value of
withdrawals and the value of any recur-
rent losses of goods held in inventories.

The external balance is the difference
between exports and imports of goods
and services. Depending on the size of
exports and imports, it can be positive (a
surplus) or negative (a deficit).

The income approach

Eurostat data on income from input fac-
tors are crucial to economic analysis in
a number of contexts inside and outside
the European Commission. Typical ex-
amples are studies of competitiveness,
of income distribution inequalities, or of
long-term economic developments. Users
outside the European Commission in-
clude, in particular, academia and finan-
cial institutions.
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Production requires ‘input factors’ such
as the work of employees and capital;
these input factors have to be paid for.
The income-side approach shows how
GDP is distributed among different par-
ticipants in the production process, as the
sum of:

+ compensation of employees: the to-
tal remuneration, in cash or in kind,
payable by an employer to an em-
ployee in return for work done by the
latter during the accounting period;
the compensation of employees is
broken down into: wages and salaries
(in cash and in kind); employers’ so-
cial contributions (employers” actual
social contributions and employers’
imputed social contributions);

o gross operating surplus: this is the
surplus (or deficit) on production ac-
tivities before account has been taken
of the interest, rents or charges paid
or received for the use of assets;

- mixed income: this is the remunera-
tion for the work carried out by the
owner (or by members of his/her
family) of an unincorporated enter-
prise; this is referred to as ‘mixed in-
come’ since it cannot be distinguished
from the entrepreneurial profit of the
owner;

+ taxes on production and imports less
subsidies: these consist of compul-
sory (in the case of taxes) unrequited
payments to or from general govern-
ment or institutions of the EU, in re-
spect of the production or import of
goods and services, the employment
of labour, and the ownership or use of
land, buildings or other assets used in
production.
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Household saving is the main domestic
source of funds to finance capital invest-
ment. Savings rates can be measured on
either a gross or net basis. Net saving
rates are measured after deducting con-
sumption of fixed capital (depreciation).
The system of accounts also provides for
both disposable income and saving to be
shown on a gross basis, in other words,
with both aggregates including the con-
sumption of fixed capital. In this respect,
household savings may be estimated by
subtracting consumption expenditure
and the adjustment for the change in net
equity of households in pension funds
reserves from disposable income. The
latter consists essentially of income from
employment and from the operation of
unincorporated enterprises, plus receipts
of interest, dividends and social benefits
minus payments of income taxes, interest
and social security contributions.

Main findings

The GDP of the EU-27 was EUR
12303 961 million in 2007, with the
countries of the euro area accounting
for a little under three quarters (72.5 %)
of this total. The sum of the four larg-
est EU economies (Germany, the United
Kingdom, France and Italy) accounted for
almost two thirds (64.0 %) of the EU-27’s
GDP in 2007. Cross-country compari-
sons should be made with caution and it
is necessary to consider the effect of ex-
change rate fluctuations when analysing
data. For example, the apparent fluctua-
tion of GDP in the United States is, to a
large degree, a reflection of a strong dollar
between 2001 and 2003 and a subsequent

reversal to a strong euro thereafter, rather
than any inherent change in the level of
GDP in dollar terms (which has contin-
ued to rise).

Having grown at an average rate of
around 3 % per annum during the late
1990s, real GDP growth slowed consid-
erably after the turn of the millennium,
to just above 1% per annum in both
2002 and 2003, before rebounding more
strongly in 2006 and 2007 back to about
3.0 % per annum.

In order to look at standards of living, one
of the most frequently cited statistics is
that of GDP per capita. Across the EU-27
as a whole, GDP per capita was EUR
24800 in 2007. Among Member States,
by far the highest level was recorded for
Luxembourg (EUR 75200 per capita).
Even after accounting for the relatively
high cost of living in Luxembourg, GDP
per capita in PPS terms remained almost
twice as high as in any other Member
State; these high values for Luxembourg
are partly explained by the importance
of cross-border workers from Belgium,
France and Germany. The lowest levels
of GDP per capita among the Member
States were recorded in Bulgaria and
Romania, where living standards (again
in PPS terms) were approximately 40 % of
the EU-27 average in 2007.

In recent years, labour productiv-
ity among those Member States that
joined the EU since 2004, in particular
the Czech Republic, Poland, Slovenia,
Slovakia and the Baltic Member States
has been converging quickly towards the
EU-27 average.
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There has been a considerable shift in the
economic structure of the EU economy in
the last few decades, with the proportion
of gross value added accounted for by ag-
riculture and industry falling, with that
for most services rising. This change is, at
least in part, a result of phenomena such
as technological change, the evolution of
relative prices, and globalisation, often
resulting in manufacturing bases being
moved to lower labour-cost regions. More
than one quarter (28.2 %) of the EU-27’s
gross value added was accounted for by
business activities and financial services
in 2007. There were three other sectoral
branches that also contributed significant
shares of just over one fifth of total value
added, namely other services (largely
made up of public administrations, edu-
cation and health systems, as well as other
community, social and personal service
activities (22.3 %)); trade, transport and
communication services (21.2 %); and
industry (20.2 %). The remainder of the
economy was divided between construc-
tion (6.3 %) and agriculture, hunting and
fishing (1.9 %).

As such, the three groups of services iden-
tified above accounted for 71.7 % of total
gross value added in the EU-27 in 2007.
The relative importance of services was
particularly high in Luxembourg, France,
the United Kingdom and Belgium, as
well as the holiday destinations of Cyprus
and Malta. Services accounted for more
than three quarters of total value added
in each of these six countries.

Final consumption expenditure across
the EU-27 rose by 28.1 % between 1996
and 2007. This was very similar to the
growth in GDP during the same period
(31.2 %). Growth in gross capital for-
mation outstripped both, increasing by
48.8 % during the same period. Final
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consumption expenditure of house-
holds and non-profit institutions serv-
ing households rose by 30.1 % between
1996 and 2007, and represented 57.5 %
of the EU-27’s GDP in 2007. This share
has been relatively stable over time, al-
though it has declined in recent years
from a peak of 58.7 % in 2001.

The share of total GDP that is devoted to
investment in fixed assets is an impor-
tant indicator of future economic growth
- especially the level of investment in
machinery and equipment and ICT
products. Gross fixed capital formation
represented 20.6 % of the EU-27’s GDP
in 2007. This marked the fourth succes-
sive year that the relative importance of
gross fixed capital formation had risen,
from a low of 19.6 % of GDP at the bot-
tom of the last economic slowdown in
2003. There was a wide variation in in-
vestment intensity that may, in part, re-
flect the different economic structures of
the Member States. Gross fixed capital
formation as a share of GDP ranged from
more than 30 % in Estonia, Latvia, Spain
and Romania, to less than 19 % of GDP
in Sweden, Germany and the United
Kingdom.

The external balance of goods and serv-
ices has been in surplus during the last
decade. Nonetheless, in the most recent
years the relative size of the surplus has
decreased, reaching 0.4 % of GDP in
2007.

The higher the output of an economy, the
more income can be redistributed to the
factors that have provided for its creation.
Between 1998 and 2007, the GDP of the
EU-27 (measured at current prices) rose
by a total of 51.1 %. In comparison, the
income of employees rose by 47.7 % in
total over the same period. The fastest
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growth in income factors was recorded
for taxes on production and imports less
subsidies, resulting largely from a marked
acceleration during periods of economic
expansion (the late 1990s and again from
2004 onwards).

Within the EU-27, the breakdown of GDP
by input factors in 2007 was dominated by
the compensation of employees (48.5 %),
while gross operating surplus and mixed
income accounted for 39.2 % of GDP and
taxes on production and imports less
subsidies the remaining 12.3 %.

In some countries, gross national saving
as a proportion of national disposable
income fell considerably between 1997
and 2007. This was particularly the case
in Portugal (down 7.2 points), Slovakia
(down 3.3 points), the United Kingdom
(down 2.9 points), Ireland (down 2.8
points) and Italy (down 2.5 points). The

Figure 2.1: GDP per capita at current market prices, 2007
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highest national savings rates (between
27.8 % and 28.6 %) were recorded in the
Netherlands, Sweden and Finland.

In relation to gross household disposable
income, gross household savings rep-
resented 10.7 % of GDP in 2007 for the
EU-27. Belgium, Germany, France, Italy
and Austria reported a savings rate of
around 14-16 % of their gross household
disposable income. In contrast, Finland,
the United Kingdom and Denmark re-
ported household savings rates of be-
tween 2.5 % and 5.5 % in 2006 and 2007,
while rates in Greece and Lithuania fell
to around 1 %. Romania and Estonia re-
ported negative values between 2003 and
2006, indicating that households in these
countries were spending more money
than they earned, and funded some of
their expenditure through credit, but
Estonia reported a positive value in 2007.

(1) Forecasts.

Source: Eurostat (nama_gdp_c and tec00001)
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Table 2.1: GDP per capita at current market prices
(PPS, EU-27=100)

GDP per GDP per

capita, capita,

2007 2007

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 (PPS) (EUR)

EU-27 100 100 100 100 100 100 100 100 100 100 24 800 24 800
Euro area (1) 115 114 114 114 113 112 111 111 110 110 27 300 27 800
Belgium (2) 123 123 126 124 125 123 121 121 120 118 29300 31100
Bulgaria 27 27 28 29 31 33 34 35 37 38 9500 3800
Czech Republic 71 70 69 70 71 74 75 76 78 82 20200 12400
Denmark 132 131 132128 129 125 126 127 126 123 30500 41700
Germany 123 123 119 117 M6 117 117 115 114 113 28100 29500
Estonia 42 42 45 46 50 55 57 62 68 71 17 600 11400
Ireland 122 127 131 133 138 141 142 144 145 146 36200 42600
Greece 84 83 84 87 91 92 94 96 97 98 24300 20500
Spain 96 97 98 98 101 101 101 103 105 107 26 500 23400
France (2) 15 115 116 116 116 112 110 112 112 111 27 600 29 800
Italy 120 M8 117 118 112 111 107 105 103 101 25200 25900
Cyprus 87 88 89 91 90 89 91 93 92 93 23100 19900
Latvia 36 36 37 39 41 43 46 50 54 58 14 400 8 800
Lithuania 40 39 39 42 44 49 51 53 56 60 15000 8300
Luxembourg 218 238 244 235 241 247 253 264 279 276 68 500 75200
Hungary 53 54 56 59 62 64 63 64 65 64 15700 10 100
Malta 81 81 84 78 80 79 77 78 77 77 19 200 13 200
Netherlands 129 131 135 134 134 130 130 132 132 133 32900 34600
Austria 132 132 132 125 127 127 127 128 127 127 31600 32600
Poland 48 49 48 48 48 49 51 51 52 54 13 300 8100
Portugal 77 79 78 78 77 77 75 75 75 75 18 600 15400
Romania : 26 26 28 29 31 34 35 39 41 10100 5600
Slovenia 78 80 79 79 81 82 85 87 88 89 22 000 16 600
Slovakia 52 51 50 53 54 56 57 61 64 69 17000 10 200
Finland 15 15 118 116 16 113 117 ms 1170 117 29000 34000
Sweden 123 126 127 122 121 123 125 124 124 126 31300 36300
United Kingdom 16 116 117 118 119 120 122 119 118 116 28 700 33200
Croatia 44 43 43 44 46 48 49 50 52 56 13900 8 600
FYR of Macedonia 27 27 27 25 25 26 27 28 28 29 7300 2700
Turkey 43 39 40 36 34 34 37 39 41 42 10500 6500
Iceland 141 140 132 133 130 126 131 135 130 129 32000 46900
Norway 139 145 165 162 155 157 165 180 186 184 45700 60 400
Switzerland 150 147 146 141 142 138 136 135 137 140 34700 41500
Japan 121 me 1714 112 112 113 114 114 114 28 200 25000
United States 160 162 159 155 152 154 155 158 157 155 38 500 33400

(1) EA-13 instead of EA-15 for 1998-2003.
(2) Break in series, 2004.

Source: Eurostat (tsieb010, tec00001 and nama_gdp_c)
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Table 2.2: GDP at current market prices
(EUR 1 000 million)

Share of

EU-27,

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2007 (%)

EU-27 8142 8558 9173 9549 9911 10077 10577 11035 11641 12304 100.0
Euro area 6140 6422 6757 7051 7299 7514 7819 8109 8499 8919 72.5
Belgium 228 238 252 259 268 275 290 302 317 331 2.7
Bulgaria 11 12 14 15 17 18 20 22 25 29 0.2
Czech Republic 55 56 61 69 80 81 88 100 113 127 1.0
Denmark 155 163 174 179 185 189 197 208 220 228 1.9
Germany 1952 2012 2063 2113 2143 2164 2211 2243 2322 2423 19.7
Estonia 5 5 6 7 8 9 10 1 13 15 0.1
Ireland 79 91 105 117 130 139 149 161 175 186 15
Greece 122 132 138 146 158 171 185 199 214 229 1.9
Spain 537 580 630 681 729 783 841 909 982 1051 85
France 1315 1368 1441 1497 1549 1595 1660 1726 1807 1892 154
Italy 1087 1127 1191 1249 1295 1335 1392 1428 1480 1536 12.5
Cyprus 9 9 10 11 11 12 13 14 15 16 0.1
Latvia 6 7 8 9 10 10 11 13 16 20 0.2
Lithuania 10 10 12 14 15 16 18 21 24 28 0.2
Luxembourg 17 20 22 23 24 26 27 30 34 36 03
Hungary 42 45 52 60 71 75 82 89 90 101 0.8
Malta 3 4 4 4 4 4 5 5 5 5 0.0
Netherlands 360 386 418 448 465 477 491 513 540 567 46
Austria 190 198 208 212 219 223 233 244 257 271 2.2
Poland 153 157 186 212 210 192 204 244 272 309 2.5
Portugal 106 114 122 129 135 139 144 149 155 163 13
Romania 37 33 40 45 48 53 61 80 98 121 1.0
Slovenia 19 20 21 22 24 25 27 28 30 34 03
Slovakia 20 19 22 24 26 29 34 38 45 55 04
Finland 116 123 132 140 144 146 152 157 167 180 15
Sweden 226 241 266 251 264 276 288 295 313 332 2.7
United Kingdom 1280 1384 1573 1613 1679 1616 1745 1805 1913 2019 16.4
Croatia 19 19 20 22 24 26 29 31 34 37 03
FYR of Macedonia 3 3 4 4 4 4 4 5 5 5 0.0
Turkey 239 234 290 218 243 268 315 387 419 479 3.9
Iceland 7 8 9 9 9 10 11 13 13 15 0.1
Liechtenstein : 3 3 3 3 3 3 3 : : :
Norway 135 149 183 191 204 199 208 243 269 284 23
Switzerland 244 252 271 285 296 288 292 299 310 312 2.5
Japan 3448 4102 5057 4580 4162 3744 3707 3666 3485 3197 26.0
United States 7802 8696 10629 11309 11072 9690 9395 9985 10496 10075 81.9

Source: Eurostat (tec00001), CH: Secrétariat de |'Etat a I'Economie / JP: Bureau of Economic Analysis / US: Economic and
Social Research Institute
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Figure 2.2: GDP at current market prices
(EUR 1 000 million)
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Figure 2.3: Real GDP growth, EU-27
(% change compared with the previous year)
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Source: Eurostat (tsieb020 and tsdec100)
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Table 2.3: Labour productivity

Labour productivity per person employed

(EU-27=100, based on a PPS series)

Labour productivity per hour worked
(EU-15=100, based on a PPS series)

2002 2003 2004 2005 2006 2007 2002 2003 2004 2005 2006 2007
EU-27 1000 1000 1000 1000 1000 100.0 868 872 876 876 878 880
Euro area : ;1103 1106 1102 1102 : : 1011 1018 1017 1018
Belgium (1) 1366 1348 1322 1320 1313 1302 127.9 1264 1268 1252 1241 1237
Bulgaria 331 335 338 343 348 357 296 3001 301 307 313 320
Czech Republic 63.1 66.7  68.1 68.9 704 736 480 506 518 521 533 :
Denmark 1086 1064 1088 1092 1083 1060 103.1 1012 1039 1052 1037 1004
Germany 1065 1088 1083 1074 1069 1057 1089 1117 1116 1112 1109 1097
Estonia 493 530 553 590 617 647 379 406 426 451 472 498
Ireland 1335 1355 1348 1338 1347 1357 1035 1059 1062 1055 1065 :
Greece 1005 1003 1018 1035 1038 1050 704 705 727 737 718 :
Spain 105.0 1040 1022 1020 1029 105.1 90.1 900 899 908 924 956
France (1) 1257 1218 1208 1237 1240 1243 1208 1174 1149 1178 1195 :
Italy 1178 1157 1123 111.1 1089 108.0 95.1 936 913 90.7 89.1 88.0
Cyprus 846 827 829 842 850 86.1 651 638 656 677 677 689
Latvia 43.1 443 460 492 509 536 330 336 361 386 399 421
Lithuania 480 520 533 546 571 607 394 430 438 434 457 482
Luxembourg 1635 1668 1698 1756 1839 1803 147.9 151.2 1590 166.1 1703 1740
Hungary 710 719 722 734 745 739 518 532 537 547 556 554
Malta 92.1 904 904 907 906  90.1 770 761 75.1 753 753 /5.1
Netherlands 1134 1110 1124 1153 1144 1143 1190 1170 1193 1229 1221 :
Austria 1180 1188 1190 1199 1198 1199 101.0 1012 1019 1036 1035 1048
Poland 541 626 650 653 662 674 432 489 511 517 528 549
Portugal 680 685 672 686 685 69.9 568  58.1 566 581 577 59.3
Romania 292 312 344 363 392 41.0 23.1 25.1 27.7 29.1 : :
Slovenia 76.7 78.1 809 827 839 843 644 653 695 71.1 72.1 726
Slovakia 626 634 656 688 717 768 533 559 565 580 608 642
Finland 1116 1096 1128 1108 1123 1119 955 94.1 97.2 95.7 97.3 97.3
Sweden 1078 1102 1135 1129 1138 1153 999 1029 1050 1045 1055 106.1
United Kingdom 1103 1106 1123 109.7 109.5 108.8 89.1 90.3 92.5 899 903 89.8
Croatia 58.1 60.1 609 620 64.2 68.4 : : : : : :
Turkey 490 497 540  56.1 597 624 : : : : : :
Iceland 1044 1015 1078 1088 1043 1023 85.1 829 884  90.1 86.2 84.2
Norway 1317 1352 1426 1553 1589 1547 137.7 1427 1494 1624 1675 1630
Switzerland 1075 1057 1052 1052 1058 1089 975 953 936 936 948 977
United States 1380 1398 1408 1432 1428 142.7 1126 1155 1170 1193 : :

(1) 2004, break in series.
Source: Eurostat (tsieb030 and tsieb040), OECD
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Table 2.4: Gross value added at basic prices
(% share of total gross value added)

Trade,
transport & Business
Agriculture, communi- activities &
hunting & cation financial Other
fishing Industry Construction services services services

1997 2007 | 1997 2007 | 1997 2007 | 1997 2007 | 1997 2007 | 1997 2007
EU-27 28 19 233 202 56 63| 213 212 | 249 282 | 222 223
Euro area 2.8 19 22.7 204 57 6.5 21.0 20.7 253 28.0 224 224
Belgium 1.6 09 | 235 189 49 52| 213 235 263 284 | 225 232
Bulgaria 26.2 6.2 264 241 2.7 82 17.5 244 18.8 220 8.4 15.1
Czech Republic (1) 4.2 26 330 320 75 6.2 24.7 253 14.8 16.6 15.8 173
Denmark 32 13 209 20.1 48 56 22.5 216 218 24.5 26.8 26.8
Germany 13 09 25.1 264 6.0 4.0 17.8 17.6 27.3 29.2 226 219
Estonia 52 2.8 249 213 6.1 9.1 26.7 269 20.2 233 16.9 16.6
Ireland (1) 52 1.7 33.1 25.0 5.6 9.9 18.6 16.8 18.7 264 189 20.2
Greece (2) 6.6 3.6 139 14.8 7.0 83 30.1 30.6 20.6 18.8 21.7 240
Spain 50 29 222 17.5 7.1 12.3 264 244 183 221 21.0 209
France 32 22 184 14.1 5.1 6.5 19.1 18.7 294 333 24.8 253
Italy 32 20 | 244 208 5.1 63| 239 225 228 276 | 206 208
Cyprus 4.0 22 134 9.8 7.9 9.1 299 27.2 226 27.8 222 238
Latvia 5.1 33 253 136 42 84 315 33.0 14.0 235 19.9 18.2
Lithuania 114 53 235 233 7.6 10.0 27.7 315 1.5 14.7 18.3 15.1
Luxembourg 0.8 04 14.7 9.3 6.2 5.1 231 20.8 378 49.0 173 154
Hungary 59 4.2 28.1 252 46 4.2 232 213 19.1 230 19.1 22.2
Malta 28 23| 223 17.7 43 38| 316 270 174 209 | 215 283
Netherlands 35 2.0 20.6 18.8 53 56 223 219 26.0 283 224 234
Austria 2.3 1.8 23.0 235 79 7.1 24.7 23.1 20.3 24.2 21.7 204
Poland 6.6 43 26.1 232 7.2 79 264 279 15.3 184 18.2 18.3
Portugal 46 2.5 220 18.0 7.0 6.5 24.2 243 19.7 224 22.5 26.3
Romania (1, 3) 16.0 8.8 29.1 27.5 56 84 255 254 124 17.6 1.3 122
Slovenia 4.2 20 29.1 27.5 6.7 7.0 217 22.5 188 216 19.5 194
Slovakia 53 29 280 303 7.3 6.7 26.3 266 17.0 17.8 16.2 15.8
Finland 4.1 32 274 26.2 49 6.4 218 216 193 212 22.7 214
Sweden 25 1.5 251 237 4.0 5.0 19.0 194 24.2 240 25.1 263
United Kingdom 14 09 | 249 16.6 5.0 521 219 211 254 338 | 214 224
Croatia 8.7 6.8 24.2 233 7.1 6.8 256 26.0 171 18.8 17.2 182
FYR of Macedonia (1) 128 126 | 284 235 6.2 6.7 | 222 281 10.2 106 | 203 18.6
Turkey 14.3 7.6 249 19.3 0.0 4.9 34.2 276 8.0 17.6 12.7 10.1
Iceland (1) 10.2 6.1 208 15.5 83 105 | 220 184 170 276 | 218 219
Norway 24 14 325 378 4.7 52 214 16.7 16.8 18.3 222 20.5
Switzerland 1.8 1.2 ] 230 225 5.5 551 220 218 ] 218 236 | 260 254
Japan 15 : 255 : 7.6 : 17.6 : 17.2 : 26.8 :
United States (3) 1.3 : | 200 : 4.6 : 19.9 | 307 c | 235

(1) 2006 instead of 2007.
(2) 2000 instead of 1997.
(3) 1998 instead of 1997.

Source: Eurostat (tec00003, tec00004, tec00005, tec00006, tec00007 and tec00008)
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Figure 2.4: Gross value added at basic prices, EU-27, 2007 (1)
(% share of total gross value added)
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(1) Figures do not sum to 100 % due to rounding.

Source: Eurostat (tec00007, tec00008, tec00006, tec00004, tec00005 and tec00003)

Figure 2.5: Consumption expenditure and gross capital formation at constant prices, EU-27
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Figure 2.6: Expenditure components of GDP, EU-27
(EUR 1 000 million)
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Source: Eurostat (tec00009, tec00010, tec00011 and tec00110)

Figure 2.7: Expenditure components of GDP, EU-27, 2007
(% share of GDP)
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Figure 2.8: Gross fixed capital formation, 2007
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Figure 2.9: Distribution of income, EU-27
(1998=100)
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Figure 2.10: Distribution of income, 2007
(% share of GDP)
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Figure 2.11: Gross national savings (1)
(% of gross national disposable income)
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(1) Luxembourg and Malta, not available.
(2) EA-13 instead of EA-15.

(3) 1997, not available.

(4) 2007, not available.

Source: Eurostat (nama_inc_c)

eurostat B FUROPE IN FIGURES — Eurostat yearbook 2009

81


http://ec.europa.eu/eurostat/product?code=tec00016&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=tec00015&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=tec00013&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=nama_inc_c&mode=view&language=en

S
2 &2
Economy

82

Table 2.5: Gross household savings (1)
(% of gross household disposable income)

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
EU-27 ! 12.0 11.3 123 12.1 12.1 11.7 11.6 11.0 10.7
Belgium 17.7 17.0 17.2 154 164 158 14.7 133 126 129 13.7
Bulgaria : : : : : : : -22.7 : :
Czech Republic 11.0 9.2 8.5 85 74 8.1 74 57 8.1 9.1 8.8
Denmark 5.0 6.3 3.8 49 8.8 8.8 94 6.3 26 40 :
Germany 159 159 15.3 15.1 15.2 15.7 16.0 16.1 16.3 16.2 16.7
Estonia 6.5 45 2.6 4.1 3.1 05 -1.6 -4.8 -3.8 -3.0 0.8
Ireland : : : : : 10.3 10.6 137 11.6 103 9.2
Greece : 2.5 1.7 1.1 16 15 0.7 1.2 :
Spain : : : 1.1 1.1 114 120 1.3 1.3 1.2 10.2
France 15.8 154 15.1 14.9 15.6 16.7 15.6 15.6 14.6 14.9 15.6
Italy 20.2 16.8 15.8 14.2 16.0 16.8 16.0 16.0 159 15.1 14.2
Cyprus : : : : : : : : : : :
Latvia 1.8 0.7 -0.7 29 -04 1.5 3.0 4.7 12 -36
Lithuania 34 7.2 7.8 72 6.2 6.1 3.7 19 16 0.7
Luxembourg : : : : : : : : : :
Hungary 139 13.7 114 9.2 11.6 114 12.0
Malta : : : : : : : : : : :
Netherlands 17.6 16.6 13.8 11.9 14.5 13.7 13.0 13.0 12.2 11.5 134
Austria 126 133 14.5 13.9 129 129 14.0 14.1 14.5 154 16.3
Poland 141 144 129 10.7 121 84 7.8 72 72 0.6 :
Portugal 10.8 10.5 9.8 10.2 109 10.6 105 9.7 9.2 8.1 6.6
Romania : : : : : : -7.5 -3.0 -109 -14.1 :
Slovenia : : : 14.5 16.1 169 14.8 15.9 16.8 16.1 :
Slovakia 13.9 124 11.2 1.1 9.1 89 7.1 6.3 6.9 6.1 77
Finland 9.1 79 9.3 7.6 7.8 79 84 94 8.0 56 55
Sweden 72 6.4 6.0 74 11.8 11.6 114 10.3 9.5 9.8 11.0
United Kingdom 9.6 74 52 4.7 6.0 4.8 5.1 4.0 5.1 4.2 2.5
Norway 8.1 10.5 9.5 9.2 82 12.7 133 11.8 14.5 56 46
Switzerland 15.8 15.8 16.0 16.9 17.1 16.1 14.8 14.4 15.3 17.1 :

(1) Including net adjustment for the change in net equity of households in pension funds reserves.

Source: Eurostat (tsdec240)
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2.2 Government finances

Introduction

The disciplines of the Stability and
Growth Pact (SGP) keep economic de-
velopments in the EU, and in the euro
area countries in particular, broadly
synchronised®. They prevent Member
States from taking policy measures which
would unduly benefit their own econo-
mies at the expense of others. There are
two key principles to the Pact: namely,
that the deficit must not exceed 3 % of
gross domestic product (GDP) and that
the debt-to-GDP ratio should not be
more than 60 %.

A revision in March 2005 based on the
first five years of experience left these
principles unchanged, but introduced
greater flexibility in exceeding the defi-
cit threshold in hard economic times or
to finance investment in structural im-
provements. It also gave Member States
a longer period to reverse their excessive
deficits - although, if they do not bring
their economies back into line, corrective
measures, or even fines, can be imposed.

Each year, Member States provide the
European Commission with detailed in-
formation on their economic policies and
the state of their public finances. Euro
area countries provide this information in
the context of the ‘stability programmes’,
while other Member States do so in the
form of ‘convergence programmes’. The
European Commission assesses whether
the policies are in line with agreed eco-
nomic, social and environmental objec-
tives and may choose to issue a warning
if it believes a deficit is becoming abnor-
mally high.

Economy

Definitions and data availability

Member States acknowledge the need for
solid and sustainable government financ-
es. Under the rules on budgetary disci-
pline within the EU Stability and Growth
Pact (Amsterdam, 1997), Member States
are to avoid situations of ‘excessive gov-
ernment deficits™ their ratio of planned or
actual government deficit to GDP should
be no more than 3 %, and their ratio of
government debt to GDP should be no
more than 60 % (unless the excess over
the reference value is only exceptional or
temporary, or unless the ratios have de-
clined substantially and continuously).

The Member States should, by law, notify
their government deficit and debt sta-
tistics to the European Commission be-
fore 1 April and 1 October of each year
under the ‘excessive deficit procedure’. In
addition, Eurostat collects the data and
ensures that Member States comply with
the relevant regulations. The main aggre-
gates of general government are provided
by the Member States to Eurostat twice a
year, according to the ESA 95 transmis-
sion programme.

The data presented within this section
correspond to the main revenue and ex-
penditure items of the general govern-
ment sector, which are compiled on a
national accounts (ESA 95) basis. The dif-
ference between total revenue and total
expenditure - including capital expendi-
ture (in particular, gross fixed capital for-
mation) — equals net lending/net borrow-
ing, which is also the balancing item of
the non-financial accounts.

(4) http://ec.europa.eu/economy_finance/sg_pact_fiscal_policy/fiscal_policy528_en.htm.
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The general government sector includes
all institutional units whose output is
intended for individual and collective
consumption, and mainly financed by
compulsory payments made by units be-
longing to other sectors, and/or all insti-
tutional units principally engaged in the
redistribution of national income and
wealth. The general government sector is
subdivided into four subsectors: central
government, State government, local gov-
ernment, and social security funds:

« Central government covers all ad-
ministrative departments of the State
and other central agencies whose re-
sponsibilities extend over the whole
economic territory, except for the
administration of the social security
funds.

- State government covers separate in-
stitutional units exercising some of
the functions of government at a level
below that of central government and
above that of the governmental insti-
tutional units existing at local level,
except for the administration of so-
cial security funds.

« Local government concerns all types
of public administration whose com-
petence extends to only a local part of
the economic territory apart from lo-
cal agencies of social security funds.

+ Social security funds comprises all
central, State and local institutional
units whose principal activity is to
provide social benefits, and which
fulfil each of the two following cri-
teria: (i) by law or regulation (except

regulations concerning government
employees), certain groups of the
population are obliged to participate
in the scheme or to pay contributions,
and (ii) general government is re-
sponsible for the management of the
institution in respect of settlement
or approval of the contributions and
benefits independently of its role as a
supervisory body or employer.

The main revenue of general govern-
ment consists of taxes, social contribu-
tions, sales and property income. It is
defined in ESA-95 by reference to a list of
categories: market output, output for own
final use, payments for the other non-
market output, taxes on production and
imports, other subsidies on production,
receivable property income, current taxes
on income, wealth, etc., social contribu-
tions, other current transfers and capital
transfers.

The main expenditure items consist of
the compensation of civil servants, social
benefits, interest on the public debt, sub-
sidies and gross fixed capital formation.
Total general government expenditure
is defined in ESA-95 by reference to a list
of categories: intermediate consumption,
gross capital formation, compensation
of employees, other taxes on production,
subsidies, payable property income, cur-
rent taxes on income, wealth, etc., social
benefits, some social transfers, other cur-
rent transfers, some adjustments, capital
transfers and transactions on non-pro-
duced assets.
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The public balance is defined as general
government net borrowing/net lend-
ing reported for the Excessive Deficit
Procedure and is expressed in relation
to GDP. General government comprises
central, state and local government, as
well as social security funds. Under the
convergence criteria, the ratio of planned
or actual government deficit (net borrow-
ing) to GDP should be no more than 3 %.

General government consolidated gross
debt is also expressed as a percentage of
GDP. It refers to the consolidated stock of
gross debt at nominal value at the end of
the year. Under the convergence criteria,
the ratio of general government consoli-
dated gross debt to GDP should generally
be no more than 60 % (unless the ratio is
sufficiently diminishing and approaching
the reference value at a satisfactory pace).

Compulsory levies correspond to reve-
nues which are levied (in cash or in kind)
by central, state and local governments,
and social security funds. Compulsory
levies (generally referred to as taxes) are
organised into three main areas, covered
by the following headings:

« taxes on income and wealth, includ-
ing all compulsory payments levied
periodically by general government
on the income and wealth of enter-
prises and households;

o taxes on production and imports,
including all compulsory payments
levied by general government with
respect to the production and impor-
tation of goods and services, the em-
ployment of labour, the ownership or
use of land, buildings or other assets
used in production;
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» social contributions, including all
employers and employees social con-
tributions, as well as imputed social
contributions that represent the coun-
terpart to social benefits paid directly
by employers.

Data on public procurement are based
on information contained in the calls for
competition and contract award notices
submitted for publication in the Official
Journal of the European Communities
(the S series). The numerator is the
value of public procurement, which is
openly advertised. For each of the sec-
tors — works, supplies and services — the
number of calls for competition pub-
lished is multiplied by an average based,
in general, on all the prices provided in
the contract award notices published in
the Official Journal during the relevant
year. The value of public procurement is
then expressed relative to GDP.

State aid is made up of sectoral State aid
(given to specific activities such as agri-
culture, fisheries, manufacturing, min-
ing, services), ad-hoc State aid (given to
individual enterprises), and State aid for
horizontal objectives such as research
and development, safeguarding the envi-
ronment, support to small and medium-
sized enterprises, employment creation
or training, including aid for regional de-
velopment. The first two of these (sectoral
and ad-hoc State aid) are considered po-
tentially more distortive to competition.

85



2. =2

86

Economy

Main findings

The public (general government) defi-
cit of the EU-27, measured in terms of a
percentage share of GDP, fell to -0.9 % in
2007, its lowest rate since 2000. The trend
was similar in the euro area, where the
deficit was steadily reduced from 2.9 %
of GDP recorded for 2004 to -0.6 % of
GDP for 2007. The deficit ratios for all
of the Member States, with the excep-
tion of Hungary (-5.5 %), were within the
target reference value of -3 % in 2007, up
from only fifteen of the Member States
in 2004. Of the 26 Member States with-
in the Maastricht target, ten reported
a surplus, the highest of which were in
Finland (5.3 %) and Denmark (4.4 %),
while the public balance was in equilib-
rium for Germany and Latvia. In the pe-
riod between 2004 and 2007, most of the
deficit ratios in the Member States were
reduced; this was also the case in Turkey
and Croatia.

For the first time since the launch of the
euro, average general government gross
debt across the EU-27 fell below the tar-
get 60 % of GDP in 2007, reaching 58.7 %.
The average rate across the euro area also
fell to its lowest level in 2007 (66.4 %), but
remained above the target. Some 19 of
the Member States had a debt ratio below
60 % of GDP in 2007, the same number
as in 2004. Throughout this period, Italy
recorded the highest debt ratio, at over
100 %. Greece followed closely, but re-
duced its debt-to-GDP ratio from 98.6 %
to 94.5 %. At the other end of the scale,
Estonia and Luxembourg reported the
lowest debt to GDP ratios, both below
7 % throughout the period considered.
During the period from 2004 to 2007, the
debt ratios in Bulgaria and Denmark fell
at the most rapid pace.

General government expenditure may
be identified by function using the clas-
sification of the functions of government
- COFOG. In all of the Member States,
social protection measures accounted
for the highest proportion of govern-
ment expenditure, albeit ranging in 2006
from a little less than 10 % of GDP in
Estonia, Ireland and Latvia to over 21 %
in Sweden, France (2005), Denmark and
Germany. Average expenditure on gen-
eral public services and health across the
euro area was broadly similar (each being
about 7 % in 2005), with both expendi-
ture on education and economic affairs
accounting for a slightly lower propor-
tion (between 4 % and 5 % on average).

The importance of the general govern-
ment sector in the economy may be
measured in terms of total government
revenue and expenditure as a percentage
of GDP. In the EU-27, total government
revenue in 2007 amounted to 44.9 % of
GDP, and expenditure to 45.8 % of GDP;
in the euro area, the equivalent figures
were 45.7 % and 46.3 % respectively.

The level of general government expendi-
ture and revenue varies considerably be-
tween the Members States. Those with
the highest levels of combined govern-
ment expenditure and revenue as a pro-
portion of GDP in 2007 were Sweden,
Denmark, France and Finland, for which
the government sector represented over
100 % of GDP. Nine Member States re-
ported relatively low combined revenue
and expenditure to GDP ratios below
80 %. Out of these, the government sec-
tor was smallest for Slovakia, Romania,
Estonia and Lithuania, where revenue
plus expenditure accounted for less than
72 % of GDP in 2007.
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The main types of government revenue
are taxes on income and wealth, taxes
on production and imports, and social
contributions. These three sources of rev-
enue accounted for over 90 % of EU-27
revenue in 2007. The structure of taxes
within the EU-27 shows that receipts
from these three main tax headings were
roughly equal in 2007: social contribu-
tions accounted for 13.6 % of GDP, taxes
on production and imports for 13.5 %,
and current taxes on income and wealth
for 13.4 %. In a similar way to the distri-
bution of government expenditure, there
was considerable variation in the struc-
ture of taxes across the Member States.
As may be expected, those countries that
reported relatively high levels of expendi-
ture tended to be those that also raised
more taxes (as a proportion of GDP). For
example, the highest return from taxes
was 49.4 % of GDP recorded in Denmark,
with Sweden recording the next highest
share. The proportion of GDP accounted
for by taxes was about 30 % in Lithuania,
Romania and Slovakia, with the relative
importance of current taxes on income
and wealth particularly low in the latter
two countries.

Figure 2.12: Public balance

Economy

The value of public procurement, which is
openly advertised, expressed as a propor-
tion of GDP, rose between 1996 and 2006
in each of the 15 Member States for which
data are available, with the exception of
Portugal. Public procurement accounted
for 3.3 % of GDP in the EU-25 in 2006,
with a high of 13.8 % recorded in Latvia.

In total, EU State aid amounted to 0.6 % of
GDP in 2006, which marked a reduction
compared with its peak value of 0.7 % in
2002. This average masks significant dis-
parities between Member States: the ra-
tio of total State aid to GDP ranged from
0.4 % or less in Estonia, Belgium, Italy,
the Netherlands, Luxembourg, Greece,
the United Kingdom and Bulgaria (2004)
to 1.5% or more in Finland, Hungary,
Latvia, Romania (2004) and Malta. The
relatively high importance of State aid
in some of the Member States that joined
the EU since 2004 may be largely attrib-
uted to pre-accession measures that are
either being phased out under transition-
al arrangements or are limited in time.
In absolute numbers, State aid by EU-25
Member States amounted to EUR 66 805
million in 2006.
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Table 2.6: Public balance, general government debt

Public balance
(net borrowing/lending of consolidated

General government debt

(general government consolidated

general government sector, % of GDP) gross debt, % of GDP)

2004 2005 2006 2007 2004 2005 2006 2007
EU-27 -238 25 -14 -09 62.1 62.6 613 587
Euro area -29 -2.5 -1.3 -0.6 69.6 70.2 68.5 664
Belgium 0.0 -23 03 -0.2 94.2 92.1 88.2 849
Bulgaria 14 1.8 3.0 34 379 29.2 227 18.2
Czech Republic -3.0 -3.6 -2.7 -1.6 304 29.7 294 28.7
Denmark 19 50 4.8 44 438 364 304 26.0
Germany -3.8 -34 -16 0.0 65.6 67.8 67.6 65.0
Estonia 1.6 1.8 34 2.8 5.1 4.5 4.2 34
Ireland 14 16 3.0 0.3 29.5 274 25.1 254
Greece -74 -5.1 -2.6 -2.8 98.6 98.0 953 94.5
Spain -03 1.0 1.8 22 46.2 43.0 39.7 36.2
France -36 -29 -24 -2.7 64.9 66.4 63.6 64.2
Italy -3.5 -4.2 -34 -19 1038 105.8 106.5 104.0
Cyprus -4.1 -24 -1.2 33 70.2 69.1 64.8 59.8
Latvia -1.0 -04 -0.2 0.0 14.9 124 10.7 9.7
Lithuania -15 -0.5 -0.5 -1.2 194 18.6 18.2 17.3
Luxembourg -1.2 -0.1 13 29 6.3 6.1 6.6 6.8
Hungary -6.5 -7.8 -9.2 -55 594 61.6 65.6 66.0
Malta -4.6 -3.0 -2.6 -1.8 72.6 704 64.2 62.6
Netherlands -1.7 -0.3 0.5 04 524 523 479 454
Austria -3.7 -15 -15 -0.5 63.8 63.5 618 59.1
Poland -5.7 -4.3 -38 -2.0 45.7 47.1 476 452
Portugal -34 -6.1 -39 -26 583 63.6 64.7 63.6
Romania -1.2 -1.2 -2.2 -2.5 18.8 15.8 124 13.0
Slovenia -2.3 -15 -1.2 -0.1 27.6 27.5 27.2 24.1
Slovakia -24 -2.8 -36 -2.2 414 342 304 294
Finland 24 29 4.1 53 44.1 413 392 354
Sweden 0.8 22 23 35 512 509 45.9 40.6
United Kingdom -34 -34 -2.6 -2.9 404 42.1 43.1 43.8
Croatia -4.3 -4.0 -24 -1.6 432 43.7 40.8 37.7
Turkey -4.5 -0.6 -0.1 -1.2 59.2 52.3 46.1 38.8
Norway 11.1 15.2 19.3 : 45.6 43.8 48.9 :

Source: Eurostat (tsieb080 and tsieb090)
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Figure 2.13: General government debt
(general government consolidated gross debt, % of GDP)
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Figure 2.14: General government expenditure by COFOG function, 2006 (1)
(% of GDP)
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(1) COFOG: classification of the functions of government; Bulgaria, not available.

(2) 2005.

Source: Eurostat (gov_a_exp)
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Figure 2.15: Government revenue and expenditure, 2007 (1)
(% of GDP)
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Figure 2.16: Taxes and social contributions, 2007
(% of GDP)
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90 EUROPE IN FIGURES — Eurostat yearbook 2009 B eurostat



http://ec.europa.eu/eurostat/product?code=tec00021&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=tec00023&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=tec00019&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=tec00020&mode=view&language=en
http://ec.europa.eu/eurostat/product?code=tec00018&mode=view&language=en

Figure 2.17: Public procurement (1)
(value of public procurement which is openly advertised, as % of GDP)
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Figure 2.18: State aid, 2006 (1)
(% of GDP)
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Source: Eurostat (tsier100), Commission services
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2.3 Exchange rates and
interest rates

Introduction

On 1 January 2002, around 7 800 million
notes and 40 400 million coins entered
circulation, valued at EUR 144 000 mil-
lion, as the euro became the common
currency of 12 of the Member States;
these were Belgium, Germany, Ireland,
Greece, Spain, France, Italy, Luxembourg,
the Netherlands, Austria, Portugal and
Finland. Slovenia subsequently joined
the euro area at the start of 2007 as did
Cyprus and Malta on 1 January 2008,
bringing the number of Member States
using the euro to 15.

Economic and Monetary Union (EMU)
consists of three stages coordinating eco-
nomic policy and culminating with the
adoption of the euro. All EMU members
are eligible to adopt the euro. At the time
of writing, it is expected that Slovakia
will adopt the euro on 1 January 2009.

The entry criteria for the euro include
two years of prior exchange rate stabil-
ity via membership of the Exchange Rate
Mechanism (ERM), as well as criteria re-
lating to interest rates, budget deficits, in-
flation rates, and debt-to-GDP ratios.

Through using a common currency the
countries of the euro area have removed
exchange rates and therefore benefit from
lower transaction costs. The size of the
euro area market is also likely to promote
investment and trade. Those countries
joining the euro area have agreed to al-
low the European Central Bank (ECB)
to be responsible for maintaining price
stability, through the definition and im-
plementation of monetary policy. When
the euro was launched in 1999, the ECB
took over full responsibility for monetary

policy throughout the euro area, includ-
ing setting benchmark interest rates
and managing the euro area’s foreign
exchange reserves. The ECB has defined
price stability as a year-on-year increase
in the harmonised index of consumer
prices (HICP) for the euro area close to
but below 2 % over the medium term (see
section 2.5 for more details in relation to
consumer prices). Monetary policy deci-
sions are taken by the ECB’s governing
council which meets every month to ana-
lyse and assess economic developments
and the risks to price stability and to de-
cide on the appropriate level of interest
rates.

The ECB also has the job of ensuring
that payments move smoothly across
EU financial markets. The ECB and the
European Commission are working
jointly on a Single Euro Payments Area
(SEPA) - a system that aims to make vir-
tually all forms of cross-border euro pay-
ment faster and no more expensive than
domestic payments by 2010.

Definitions and data availability

Exchange rates are the price or value
of one country’s currency in relation to
another. Eurostat’s database contains a
number of different data sets concern-
ing exchange rates. Three main areas are
distinguished:

+ data on bilateral exchange rates be-
tween currencies, including some
special conversion factors for the
countries that have adopted the euro;

+ data on fluctuations in the exchange
rate mechanism (ERM and ERM II)
of the EU;

o data on effective exchange
indices.

rate
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Bilateral exchange rates are available
with reference to the euro; before 1999,
exchange rates were given in relation to
the ecu (European currency unit). The
ecu ceased to exist on 1 January 1999,
when it was replaced by the euro at an
exchange rate of 1:1. From that date, the
currencies of the euro area became sub-
divisions of the euro at irrevocably fixed
rates of conversion. Daily exchange rates
are available from 1974 onwards against
a large number of currencies. These daily
values are used to construct monthly
and annual averages, which are based on
business day rates. Alternatively, month-
end and year-end rates are also provided
for the daily rate of the last business day
of the month/year.

An interest rate is defined as the cost
or price of borrowing, or the gain from
lending; interest rates are traditionally
expressed in annual percentage terms.
Interest rates are distinguished either by
the period of lending/borrowing, or by
the parties involved in the transaction
(business, consumers, governments or
interbank operations).

Central bank interest rates are key ref-
erence rates set by the ECB and national
central banks (for those countries outside
of the euro area). Central bank interest
rates are also referred to as official inter-
est rates; they are the main instrument of
monetary policy for central banks.

Eurostat publish statistics on interest
rates under several headings:

+ long-term interest rates: government
bond yields with a 10 years’ matu-
rity and interest rates used for the
Maastricht criterion on long-term in-
terest rates;
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+ central bank interest rates: different
rates that central banks fix to conduct
the monetary policy (reference rates);

o short-term interest rates: rates on
money markets for different maturi-
ties (overnight, 1 to 12 months);

o retail bank interest rates: lending
and deposit interest rates of commer-
cial banks (non-harmonised and his-
torical series), and harmonised MFI
interest rates (monetary financial in-
stitutions interest rates);

o convergence of interest rates: the
standard deviation and the coefficient
of variation for: loans to households
for house purchases; loans to non-
financial corporations over one year;
loans to non-financial corporations
up to one year.

Main findings

It is important to note that nearly all of
the information presented in this publica-
tion has been converted into euro (EUR).
As such, when making comparisons be-
tween countries it is necessary to bear in
mind the possible effect of currency fluc-
tuations on the evolution of particular se-
ries. The value of the euro against the yen
or the dollar depreciated considerably in
1999 and 2000. However, the following
years saw a marked appreciation in the
value of the euro, such that it reached
record highs against the yen (EUR 1 =
JPY 168.45) in July 2007 and against the
dollar (EUR 1 =USD 1.59) in July 2008;
afterwards the value of the euro fell.

93



2. =2

Economy

At the end of the last period of rapid eco-
nomic growth, global interest rates start-
ed to fall, with sizeable and successive
reductions in 2001. This pattern contin-
ued within the euro area (and to a lesser
degree the United States) during 2002
and 2003, such that official lending rates
of central banks reached historic lows —
nowhere was this more evident than in
Japan (where deflationary pressures re-
sulted in an interest rate close to zero).

With signs of an economic recovery, there
were several rate rises in the United States
during 2004, which were confirmed in
2005 and 2006. Subsequently, the fed-
eral funds rate remained unchanged be-
tween June 2006 and September 2007,
when it fell to 4.75 % on the back of fears

Figure 2.19: Exchange rates against the euro (1)

for a slowdown in economic activity, in
particular within the housing market
with concerns over the subprime mar-
ket. European interest rates followed
this trend, and during the period from
December 2005 to July 2007 there were
nine individual increases in interest rates,
as the ECB tightened monetary policy. In
an abrupt turnabout, there was a co-or-
dinated interest rate reduction of a half-
point (0.5 %) by the ECB, the US Federal
Reserve, the Bank of England, and the
central banks of Canada, Sweden and
Switzerland in October 2008, in order to
encourage inter-bank lending, which had
dried up (the so-called credit crunch) as
the full-exposure of some banks to sub-
prime markets became clearer.
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(1) CHF, Swiss franc; JPY, Japanese Yen; USD, United States Dollar; a reduction in the value of the index shows an appreciation in the
value of the foreign currency and a depreciation in the value of the euro.

Source: Eurostat (tec00033), ECB
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Table 2.7: Exchange rates against the euro (1)

(1 EUR =... national currency)

1999 2000 2001 2002 2003 2004 2005 2006 2007
Bulgaria 1.9558 1.9522 1.9482 1.9492 1.9490 1.9533 1.9558 1.9558 1.9558
Czech Republic 36.884 35.599 34.068 30.804 31.846 31.891 29.782 28.342 27.766
Denmark 74355 74538 74521 74305 74307 74399 74518 74591 74506
Estonia 15.647 15.647 15.647 15.647 15.647 15.647 15.647 15.647 15.647
Latvia 0.6256 0.5592 0.5601 0.5810 0.6407 0.6652 0.6962 0.6962 0.7001
Lithuania 42641 3.6952 3.5823 34594 34527 34529 34528 34528 34528
Hungary 252.77 260.04 256.59 242.96 253.62 251.66 248.05 264.26 251.35
Poland 42274 4.0082 3.6721 3.8574 4.3996 45268 40230 3.8959 3.7837
Romania 1.6345 1.9922 2.6004 3.1270 3.7551 40510 3.6209 3.5258 3.3328
Slovakia 44123 42602 43.300 42.694 41489 40.022 38.599 37.234 33.775
Sweden 8.8075 8.4452 9.2551 9.1611 9.1242 9.1243 9.2822 9.2544 9.2501
United Kingdom 0.65874 060948 0.62187 062883 0.69199 0.6787 068380 068173  0.68434
Croatia 7.5805 7.6432 74820 74130 7.5688 74967 7.4008 7.3247 73376
Turkey 04472 0.5748 1.1024 14397 1.6949 1.7771 1.6771 1.8090 1.7891
Iceland 77.180 72.580 87420 86.180 86.650 87.140 78.230 87.760 87.630
Norway 8.3104 8.1129 8.0484 7.5086 8.0033 8.3697 8.0092 8.0472 8.0165
Switzerland 1.6003 1.5579 1.5105 14670 15212 1.5438 1.5483 1.5729 1.6427
Japan 121.32 9947 108.68 118.06 130.97 134.44 136.85 146.02 161.25
United States 1.0658 0.9236 0.8956 0.9456 1.1312 1.2439 1.2441 1.2556 1.3705

(1) The euro replaced the ecu on 1 January 1999; on 1 January 2002, it also replaced the notes and coins of 12 Community currencies
with the introduction of the euro to the euro area (EA-12) members; on 1 January 2007, the euro came into circulation in Slovenia; on
1 January 2008, the euro came into circulation in Cyprus and Malta.

Source: Eurostat (tec00033), ECB

Figure 2.20: Central bank interest rates: official lending rates for loans
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(1) 2007, not available.

Source: Eurostat (irt_cb_a), ECB, national central banks
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Table 2.8: Interest rates

(%)

Central bank EMU convergence Short-term interest | Short-term interest

interest rates: criterion bond rates: three-month rates: day-to-day

official lending yields (Maastricht inter-bank rates money rates

rates for loans criterion) (1) (annual average) (annual average) (2)

2002 2007 2002 2007 2002 2007 2002 2007

EU-27 : : : 4.56 3.83 4.64 376 2.70
Euro area 3.75 5.00 491 : 332 4.28 3.29 3.87
Belgium : : 4.99 433 - - - -
Bulgaria : : : 454 491 490 2.39 4.03
Czech Republic 3.75 4.50 4.88 4.30 3.54 3.10 3.57 2.77
Denmark 295 4.25 5.06 4.29 354 444 349 268
Germany : : 478 422 - - - -
Estonia - : 842 6.09 3.88 4.88 3.04 :
Ireland : : 501 4.31 - - - -
Greece : : 512 450 - - - -
Spain : : 4.96 431 - - - -
France : : 4.86 430 - - - -
Italy : : 503 449 - - - -
Cyprus 5.00 5.00 5.70 448 4.40 4.15 353 3.81
Latvia 5.00 7.50 541 528 4.35 8.68 3.39 579
Lithuania 10.00 : 6.06 4.55 374 511 2.58 437
Luxembourg : : 4.70 4.56 - - - -
Hungary 9.50 8.50 7.09 6.74 9.21 7.86 8.87 7.64
Malta 430 5.00 5.82 4.72 4.01 4.26 3.93 4.10
Netherlands : : 4.89 4.29 - - - -
Austria : : 4.97 4.29 - - - -
Poland 875 6.50 736 548 8.98 4.74 948 442
Portugal : : 5.01 4.42 - - - -
Romania 2040 750 : 713 27.31 7.24 2335 6.89
Slovenia 10.50 : 871 453 8.03 : 4.88 337
Slovakia 8.00 5.75 6.94 449 7.77 4.34 7.8 383
Finland : : 4.98 4.29 - - - -
Sweden 450 4.75 530 417 427 3.89 4.7 2.10
United Kingdom 4.00 5.50 491 5.06 4.06 6.00 3.95 5.64
Turkey 58.94 17.50 : : : : 49.54 17.32
Japan 0.10 0.75 : : 0.08 0.79 0.00 0.00
United States 1.25 4.25 : : 1.79 5.30 1.67 3.22

(1) The indicator for Estonia represents interest rates on new EEK-denominated loans to non-financial corporations and households
with maturity over 5 years; however, a large part of the underlying claims are linked to variable interest rates. The indicator for
Luxembourg is based on a basket of long-term bonds, which have an average residual maturity close to ten years; the bonds are issued
by a private credit institution.

(2) Denmark and Slovenia, 2006; EU-27, Japan and United States, 2005.

Source: Eurostat (irt_cb_a, irt_It_mcby_a, tec00035 and tec00034), ECB, national central banks
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2.4 Wages and labour costs

Introduction

Globalisation, the behaviour of firms,
employment-related policies and changes
in the structure of markets may influence
the way in which labour markets develop.
The level and structure of labour costs
are among some of the key macro-eco-
nomic indicators used by policy-makers,
employers and trade unions in assess-
ing labour market supply and demand
conditions.

Within the context of the renewed Lisbon
strategy, as highlighted in the Integrated
Guidelines for Growth and Employment
there are two key guidelines, namely to
ensure:

« ‘that wage developments contrib-
ute to macro-economic stability and
growth, and;

« employment-friendly labour cost de-
velopments and wage-setting mecha-
nisms by encouraging social partners
within their own responsibilities to
set the right framework for wage-bar-
gaining in order to reflect productiv-
ity and labour market challenges at
all relevant levels and to avoid gender
pay gaps, by reviewing the impact
on employment of non-wage labour
costs and where appropriate adjust
their structure and level, especially
to reduce the tax burden on the low-
paid’©®.

(5) http://europa.eu/scadplus/leg/en/cha/c11323.htm.

Economy

At the individual country level, nominal
and real wage flexibility is considered
key to rebalancing relative competitive
positions.

Article 141(1) of the EC Treaty sets out
the principle of equal pay for male and
female workers for equal work or work
of equal value, and Article 141(3) pro-
vides the legal basis for legislation on
the equal treatment of men and women
in employment matters. The European
Commission ~ Communication®  of
March 2006 on a roadmap for equality
between women and men in the period
between 2006-2010 is the latest review
of this principle (among others), and was
given further notice through the desig-
nation of 2007 as the European Year of
Equal Opportunities. The gender pay
gap is a multidimensional phenomenon
that may be related to a number of ef-
fects, such as the composition of the la-
bour force, remuneration and personnel
selection effects. Gender differences are
not restricted to pay, and the principle
of equal treatment has been extended to
cover a range of employment aspects, in-
cluding equal access to self-employment,
working conditions and vocational train-
ing. Policy measures within this area are
designed to take account of differences in
male and female labour market partici-
pation rates and career structures, wage
structures, promotion policies, as well as
the concentration of women in low pay
sectors and occupations.

(6) COM(2006) 92 final; http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2006:0092:FIN:EN:PDF.
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Definitions and data availability

Labour costs refer to the expenditure in-
curred by employers in order to employ
personnel. They include employee com-
pensation (including wages, salaries in
cash and in kind, employers’ social secu-
rity contributions), vocational training
costs, other expenditure such as recruit-
ment costs, spending on working clothes
and employment taxes regarded as la-
bour costs minus any subsidies received.
These labour cost components and their
elements are defined in Commission
Regulation (EC) 1737/2005 of 21 October
2005 amending Regulation (EC) No
1726/1999 as regards the definition and
transmission of information on labour
costs implementing Council Regulation
(EC) No 530/1999 concerning structural
statistics on earnings and labour costs.
Data relate to three core indicators:

o average monthly labour costs, de-
fined as total labour costs per month
divided by the corresponding number
of employees, expressed as full-time
units;

« average hourly labour costs, de-
fined as total labour costs divided by
the corresponding number of hours
worked;

« the structure of labour costs (wages
and salaries; employers’ social securi-
ty contributions; other labour costs),
expressed as a percentage of total la-
bour costs.

Gross earnings are the most important
part of labour costs — information is pro-
vided on average annual gross earnings.
Main definitions on earnings are set up in
Commission Regulation (EC) 1738/2005
of 21 October 2005 amending Regulation

(EC) No 1916/2000 as regards the defini-
tion and transmission of information on
the structure of earnings implementing
Council Regulation (EC) No 530/1999
concerning structural statistics on earn-
ings and labour costs. Gross earnings
cover remuneration in cash paid directly
by the employer, before tax deductions
and social security contributions pay-
able by wage earners and retained by the
employer. All bonuses, whether or not
regularly paid, are included (13th or 14th
month, holiday bonuses, profit-sharing,
allowances for leave not taken, occasional
commissions, etc.). The information is
presented for full-time employees work-
ing in industry and services (as covered
by NACE Sections C to K). The statistical
unit is the enterprise or local unit. The
population consists of all units having
employees, although it is at present still
confined to enterprises with at least 10
employees in most countries.

Net earnings are derived from gross
earnings and represent the part of re-
muneration that employees can actually
spend. Compared with gross earnings,
net earnings do not include social securi-
ty contributions and taxes, but do include
family allowances.

The gender pay gap is given as the dif-
ference between average gross hourly
earnings of male paid employees and of
female paid employees, expressed as a
percentage of average gross hourly earn-
ings of male paid employees. The target
population consists of all paid employees
aged 16-64 that are at work for at least 15
hours per week. The values used were cal-
culated before switching to a new meth-
odology based on the harmonised struc-
ture of earnings survey.

EUROPE IN FIGURES — Eurostat yearbook 2009



Minimum wages are enforced by law
and apply nationwide to the majority
of full-time employees in each country.
Minimum wages are expressed as gross
amounts, that is, before the deduction of
income tax and social security contribu-
tions. For most countries, the minimum
wage is agreed in terms of an hourly or
monthly rate, with the following excep-
tions for those countries where the mini-
mum wage is fixed at an hourly rate:

« France: minimum wage per hour * 35
hours per week * 52/12;

o Ireland and the United Kingdom:
minimum wage per hour * 39 hours
per week * 52/12.

o In the case of Greece, Spain and
Portugal, where 14 monthly mini-
mum wages are paid per year, the
minimum monthly wage is multiplied
by 14/12.

The tax wedge on labour costs is defined
as income tax on gross wage earnings
plus the employee’s and the employer’s
social security contributions, expressed
as a percentage of the total labour costs of
the earner. This indicator is available for
single persons without children earning
67 % of the average earnings of an aver-
age worker in NACE Sections C to K (the
business economy). The unemployment
trap measures the proportion of gross
earnings which is taxed away by higher
tax and social security contributions and
the withdrawal of unemployment and
other benefits when an unemployed per-
son returns to employment; it is defined
as the difference between gross earnings
and the increase of the net income when
moving from unemployment to employ-
ment, expressed as percentage of the
gross earnings. The indicator is available
for single persons without children earn-
ing 67 % of the average earnings of an

B FUROPE IN FIGURES — Eurostat yearbook 2009
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average worker in NACE Sections C to K.
The low wage trap measures the propor-
tion of gross earnings which is taxed away
through the combined effects of income
taxes, social security contributions, and
any withdrawal of benefits when gross
earnings increase from 33 % to 67 % of
the average earnings of an average work-
er in NACE Sections C to K. This indica-
tor is available for single persons without
children and for one-earner couples with
two children between 6 and 11 years old.

Main findings

Gross annual earnings of full-time em-
ployees in enterprises with 10 or more
employees averaged EUR 28992 in the
EU-27 in 2006. Among the Member
States, average earnings were highest in
Denmark (EUR 48 307), followed by the
United Kingdom, Luxembourg, Germany
and Ireland (2005) - all above EUR 40 000
- and lowest in Romania (EUR 3 713) and
Bulgaria (EUR 2 195).

Despite some progress, there remains
an important gap between the earnings
of men and women in the EU. Women
were paid, on average, 15% less than
their male counterparts within the EU-27
in 2006. The pay gap was below 10 % in
Ireland, Italy (2005), Portugal, Slovenia,
Belgium and Malta (where it was 3 %), but
was wider than 20 % in Estonia, Cyprus,
Germany, Slovakia, the United Kingdom,
Austria and Finland. Various effects may
contribute to these gender pay gaps, such
as: differences in labour force participa-
tion rates, differences in the occupations
and activities that tend to be male or fe-
male dominated, differences in the de-
grees to which men and women work on
a part-time basis, as well as the attitudes
of personnel departments within private
and public bodies towards career devel-
opment and unpaid/maternity leave.

99



2. =2

100

Economy

Statutory minimum wages also vary con-
siderably between Member States, and
reflect to some degree the price levels in
each economy, with the highest mini-
mum wage in 2008 being recorded in
Luxembourg (EUR 1 570 per month) and
the lowest in Bulgaria and Romania (EUR
113 and EUR 141 respectively).

There were quite large differences in
the structure of labour costs within
the Member States in 2006; the relative

importance of wages and salaries ranged
from less than 70 % of total labour
costs in Belgium, France, Italy (2002),
Hungary and Sweden to more than 83 %
in Denmark, Cyprus, Luxembourg and
Malta. When social security and other
non-salary costs account for a relatively
high share of labour costs then this is
likely to deter employers from hiring un-
til they are absolutely sure that they re-
quire new labour.

Table 2.9: Earnings in industry and services (average gross annual earnings of full time
employees in enterprises with 10 or more employees)

(EUR)

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
EU-27 : : : : : 27948 30142 30349 28226 28992 :
Euro area (1) : : : : 28786 29588 30379 31089 32471 33164 :
Belgium 29131 28901 29616 30701 31644 33109 34330 34643 35704 36673 37674
Bulgaria 795 896 1216 1330 1436 1518 1588 1678 1784 1978 2195
Czech Republic : : : : : . 6016 6137 6569 7405 8284
Denmark 36376 36235 37209 39515 40962 41661 43577 44692 46122 47529 48307
Germany 35254 35093 35432 36228 37319 38204 39153 40056 40954 41694 42382
Ireland : : : : : : : : 40 462
Greece 11917 12605 13210 13926 14721 15431 16278 16739 : : :
Spain 16043 16192 16528 17038 17432 17768 18462 19220 19828 20439 21150
France 25089 25545 25777 26339 26712 27418 28185 28847 29608 30521 :
Italy : : : : : : : : : : :
Cyprus 12980 14021 14709 15161 16335 16948 17740 18406 19290 20549 21310
Latvia : : : : : : : : 3806 4246 5211
Lithuania 1597 2286 2799 3017 : : : : : : :
Luxembourg © 32600 33337 34462 35875 37745 38442 39587 40575 42135 43621
Hungary 3158 3543 3686 3770 4173 4898 5846 6196 7100 7798 7840
Malta (2) 9322 10144 10745 11608 11658 11974 12096 11886 11926 11180 11669
Netherlands 28140 28061 29189 30426 31901 33900 35200 36600 37900 38700 :
Austria : : : : : : : © 34995 36032 36673
Poland 3076 4156 5310 . 7510 : © 6230 6270 :
Portugal : : : 12620 13338 13322 13871 14253 14715 15930
Romania : : : : : 2414 3155 3713
Slovenia : : : : : : : : : :
Slovakia © 3179 3292 3125 3583 3837 4582 4945 5706 6374 7040
Finland 23883 24005 24944 25739 27398 28555 29916 30978 31988 33290 34080
Sweden : : : © 31621 30467 31164 32177 33620 34049 35084
United Kingdom 29370 32269 37677 39233 40553 38793 41253 42866 44496
Croatia : : : : : 8491 9036 9634 :
Iceland : 32311 37639 34101 36764 : . : :
Norway : 31456 33741 36202 38604 43736 42882 42224 45485 47221
Switzerland 42194 40 727 . 43683 © 48498 : 45760 . 46058

(1) EA-13 instead of EA-15.
(2) Break in series, 2000.

Source: Eurostat (tps00175)
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Figure 2.21: Earnings in industry and services (average gross annual earnings of full-time
employees in enterprises with 10 or more employees), 2006 (1)
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(1) Estonia, Italy, Lithuania and Slovenia, not available.
(2) EA-13 instead of EA-15, 2005.

(3) 2005.

(4) 2003.

Source: Eurostat (tps00175)

Table 2.10: Minimum wage
(EUR/month, as of 1 January)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Belgium 1074 109 1118 1163 1163 118 1210 1234 1259 1310
Bulgaria : 33 38 44 51 56 61 77 82 92 113
Czech Republic : 93 111 144 175 199 207 235 261 288 304
Germany : : : : : : : : : : :
Estonia : : : : 118 138 159 172 192 230 278
Ireland : : 945 945 1009 1073 1073 1183 1293 1403 1462
Greece : 505 526 544 552 605 631 668 668 658 681
Spain : 416 425 433 516 526 537 599 631 666 700
France : 1036 1049 1083 1126 1154 1173 1197 1218 1254 1280
Italy : : : : : : : : : : :
Cyprus : : : : : : : : : : :
Latvia : 75 84 89 107 116 121 116 129 172 229
Lithuania : 92 106 120 120 125 125 145 159 174 232
Luxembourg : 1162 1191 1259 1290 1369 1403 1467 1503 1570 1570
Hungary : 89 100 151 202 212 189 232 247 258 273
Malta : 462 500 532 552 534 542 557 580 585 612
Netherlands : 1064 1092 1154 1207 1249 1265 1265 1273 1301 1335
Austria : : : : : : : : : : :
Poland : 159 159 196 212 201 177 205 234 246 313
Portugal : 357 371 390 406 416 426 437 450 470 497
Romania : 28 25 44 62 73 69 72 90 114 141
Slovenia 335 351 359 387 419 451 471 490 512 522 539
Slovakia : : : : 114 133 148 167 183 217 243
Finland : : : : : : : : : : :
Sweden : : : : : : : : : : :
United Kingdom : 866 970 1130 1118 1106 1083 1197 1269 1361 1223
Turkey : 217 206 230 171 189 240 240 331 298 354
United States : 762 883 995 1001 877 727 666 753 676 696

Source: Eurostat (tps00155)
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Figure 2.22: Gender pay gap - female earnings lower than male earnings, 2006
(% difference between average gross hourly earnings of male and female employees, as % of male gross

102

earnings, unadjusted form)
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(1) Estimate.
(2) EA-13 instead of EA-15; estimate for 2005.
(3) 2005.
(4) Provisional.

Source: Eurostat (tsiem030)

Lithuania

Figure 2.23: Tax rate on low wage earners: tax wedge on labour cost, 2006

(%)
50
40
30
20
10

0

EU-27

Euro area (1)
Belgium
Germany
Sweden
France
Austria
Hungary
Poland
Romania
Italy

Latvia
Slovenia
Lithuania
Netherlands

(1) EA-13 instead of EA-15.
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Figure 2.24: Labour costs (average hourly labour costs in industry and services of full-time
employees in enterprises with 10 or more employees), 2006 (1)
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(1) Ireland, not available.
(2) 2005.
(3) EA-13 instead of EA-15, 2005.
(4) 2004.
(5) 2003.
Source: Eurostat (tps00173)
Figure 2.25: Breakdown of labour costs, business economy, 2006 (1)
(% share of total labour costs)
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(1) Ireland, not available.
(2) 2003.
(3) 2002.
(4) 2005.

Source: Eurostat (tps00115, tps00114 and tps00113)
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2.5 Consumer prices and
comparative price levels

Introduction

Changes in the price of consumer goods
and services are usually referred to as
the inflation rate. They measure the loss
of living standards due to price inflation
and are some of the most well-known
economic statistics.

Price stability is one of the main objec-
tives of the European Central Bank (ECB),
with the inflation rate used as a prime in-
dicator for monetary policy management
in the euro area. The ECB has defined
price stability as an annual increase in
the harmonised index of consumer prices
(HICP) for the euro area of below, but
close to, 2 % (over the medium-term).

HICPs are economic indicators construct-
ed to measure, over time, the change in
prices of consumer goods and services
that are acquired by households. HICPs
give comparable measures of inflation in
the euro area, the European Union, the
European Economic Area, as well as for
individual countries. They are calculated
according to a harmonised approach and
a single set of definitions, providing an
official measure of consumer price infla-
tion for the purposes of monetary policy
and assessing inflation convergence as re-
quired under the Maastricht criteria.

A comparison of price changes between
countries depends not only on move-
ments in price levels, but also exchange
rates — together these two forces impact
upon price and cost competitiveness of
individual Member States.

With the introduction of the euro, prices
within those Member States that share
a common currency are said to be more

transparent, as it is relatively simple for
consumers to compare the price of items
across borders. Such comparisons that
provide an economic case for purchasing
a good or service from another country
have led to an increase in cross-border
trade. From an economic point of view,
the price of a given good within the sin-
gle market should not differ significantly
depending on geographic location, be-
yond differences that may be explained
by transport costs or tax differences.
However, not all goods and services
converge at the same pace. For example,
price convergence in housing does not
necessarily follow the same pace as for
tradable goods. Indeed, even within indi-
vidual countries there are large (and per-
haps growing) discrepancies in the price
of housing for rent or for sale between
regions.

Definitions and data availability

The inflation rate is calculated from har-
monised indices of consumer prices - it
equates to the all-items harmonised in-
dex of consumer prices. Harmonised
indices of consumer prices (HICPs) are
presented with a common reference year,
which is currently 2005=100. Normally
the indices are used to create percent-
age changes that show price increases/
decreases for the period in question.
Although the rates of change shown in
this publication are annual averages, the
basic indices are compiled on a monthly
basis and are published at this frequency
by Eurostat. Eurostat publishes HICPs
some 14 to 16 days after the end of the re-
porting month, with these series starting
in the mid-1990s.
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HICPs cover practically every good and
service that may be purchased by house-
holds in the form of final monetary con-
sumption expenditure. Owner occupied
housing is, however, not yet reflected
in the HICPs. The different goods and
services are classified according to an
international classification of individu-
al consumption by purpose, known as
COICOP/HICP. At its most disaggregated
level, Eurostat publishes around 100 sub-
indices, which can be aggregated to broad
categories of goods and services. In order
to improve the comparability and reli-
ability of HICPs, sampling, replacement
and quality adjustment procedures are
periodically reviewed, the latest changes
being set out in Commission Regulation
(EC) No 1334/2007 of 14 November 2007.

There are three key HICP aggregate in-
dices: the monetary union index of con-
sumer prices (MUICP) for the euro area;
the European index of consumer prices
(EICP) covering all Member States; and
the European Economic Area index of
consumer prices (EEAICP), which ad-
ditionally covers Iceland and Norway.
Note that these aggregates reflect changes
over time in their country composition
through the use of a chain index for-
mula - for example, the MUICP includes
Slovenia only from 2007 onwards, while
the EICP index only includes Bulgaria
and Romania from 2007 onwards.

Purchasing power parities (PPPs) es-
timate price-level differences between
countries. They make it possible to pro-
duce meaningful volume or price-level
indicators required for cross-country
comparisons. PPPs are aggregated price
ratios calculated from price comparisons
over a large number of goods and serv-
ices. PPPs are employed either:
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e as currency converters to generate
volume measures with which to com-
pare levels of economic performance,
total consumption, investment, over-
all productivity and selected private
household expenditures;

« or as price measures with which to
compare relative price levels, price
convergence and competitiveness.

Eurostat produces three sets of data using
PPPs:

+ levels and indices of real final expend-
iture - these are measures of volume;
they indicate the relative magnitudes
of the product groups or aggregates
being compared; at the level of GDP,
they are used to compare the eco-
nomic size of countries;

+ levels and indices of real final expend-
iture per head - these are standardised
measures of volume; they indicate the
relative levels of the product groups
or aggregates being compared after
adjusting for differences in the size of
populations between countries; at the
level of GDP, they are often used to
compare the economic well-being of
populations;

o comparative price levels - these are
the ratios of PPPs to exchange rates;
these indices provide a comparison
of the countries’ price levels with re-
spect to the EU average - if the price
level index is higher than 100, the
country concerned is relatively ex-
pensive compared with the EU aver-
age and vice versa; at the level of GDP,
they provide a measure of the differ-
ences in the general price levels of
countries.
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The coeflicient of variation of compara-
tive price levels is applied as an indicator
of price convergence among EU Member
States — if the coeflicient of variation for
comparative price levels for the EU de-
creases/increases over time, the national
price levels in the Member States are
converging/diverging.

The real effective exchange rate is de-
flated by nominal unit labour costs. This
relative price and cost indicator aims to
assess a country’s competitiveness rela-
tive to its principal competitors in inter-
national markets, with changes in cost
and price competitiveness depending
not only on exchange rate movements
but also on price trends. Double export
weights are used to calculate the index,
reflecting not only competition in the
home markets of the various competitors,
but also competition in export markets
elsewhere. A rise in the index means a
loss of competitiveness.

Main findings

Compared with historical trends, con-
sumer price indices have risen only at a
moderate pace during the last two dec-
ades. The EU inflation rate decreased
during the 1990s, reaching 1.2 % by 1999,
after which the pace of price increases
settled at around 2 % per annum during
the period 2000 to 2007. This pattern was
quite similar to the evolution of inflation
in the United States, while Japan has been
characterised by exceptionally low infla-
tion — often deflation (in other words fall-
ing prices) during the last decade.

In 2007, the highest rates of price infla-
tion among the EU-27 Member States
were recorded in Latvia (10.1 %), Hungary
(7.9 %), Bulgaria (7.6 %) and Estonia
(6.7 %). In general, inflation was often
somewhat higher than the EU average
among those Member States that joined
the EU since 2004.
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Among the constituent price indices for
different goods and services, the average
price of education rose sharpest (8.6 %)
in the EU. There was also a relatively
strong price rise for alcoholic drinks and
tobacco (3.8 %), largely reflecting changes
in duties. The continued rise in the price
of oil and gas was often a factor behind
higher prices, particularly for hous-
ing, water, electricity, gas and other fu-
els (3.3 %) and transport (2.5 %). Strong
demand for staple foods (particularly
from Asia) was a key factor behind the
relatively strong price increases for food
and non-alcoholic beverages (3.5 %). In
contrast, the price of clothing and foot-
wear, as well as recreation and culture
remained almost unchanged, and the av-
erage price of communications declined

Economy

(2.0 %), reflecting technology gains and
increased competition.

The relative price levels of private house-
hold consumption vary significantly
between the Member States. With the
average for the EU-27 being defined as
100, comparative price levels within the
Member States ranged in 2007 from 46.0
in Bulgaria to 136.9 in Denmark.

Nevertheless, over the decade between
1997 and 2007, there was a convergence
of prices; the coefficient of variation of
comparative price levels declined from
37.8% in 1997 to 26.2 % by 2007. The
pace at which price convergence took
place slowed somewhat from 2000, but
accelerated again after 2003.

Figure 2.26: HICP all-items, annual average inflation rates

(%)
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Japan (3)

(1) The data refer to the official EU aggregate, its country coverage changes in line with the addition of new EU Member States and
integrates them using a chain index formula; 1996, not available; 1997-1999, estimates.

(2) The data refer to the official euro area aggregate, its country coverage changes in line with the addition of new EU Member States
and integrates them using a chain index formula.; 1996, not available; 1997, estimate.

(3) National CPI: not strictly comparable with the HICP.

Source: Eurostat (tsieb060)
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Table 2.11: HICP all-items, annual average inflation rates

(%)

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
EU (1) 1.7 13 1.2 1.9 2.2 2.1 20 20 2.2 22 23
Euro area (2) 1.6 1.1 1.1 2.1 2.3 2.2 2.1 2.1 2.2 2.2 2.1
Belgium 15 0.9 1.1 2.7 24 16 1.5 1.9 2.5 23 1.8
Bulgaria . 18.7 26 103 74 58 23 6.1 6.0 74 7.6
Czech Republic 8.0 9.7 1.8 39 4.5 14 -0.1 26 16 2.1 3.0
Denmark 20 13 2.1 2.7 23 24 20 09 1.7 19 1.7
Germany 15 06 0.6 14 19 14 1.0 1.8 19 1.8 23
Estonia 93 8.8 3.1 39 56 36 14 3.0 4.1 44 6.7
Ireland 1.3 2.1 2.5 53 4.0 4.7 4.0 23 2.2 2.7 29
Greece 54 45 2.1 29 3.7 39 34 3.0 35 33 3.0
Spain 19 1.8 22 35 28 36 3.1 3.1 34 36 238
France 13 0.7 0.6 1.8 1.8 19 22 23 1.9 19 1.6
Italy 19 20 1.7 26 23 26 238 23 2.2 2.2 20
Cyprus 33 23 1.1 49 2.0 28 4.0 1.9 20 2.2 22
Latvia 8.1 43 2.1 26 2.5 20 29 6.2 6.9 6.6 10.1
Lithuania 10.3 54 15 1.1 16 03 -1.1 1.2 2.7 38 58
Luxembourg 14 1.0 1.0 38 24 2.1 2.5 32 38 30 2.7
Hungary 185 14.2 10.0 10.0 9.1 5.2 4.7 6.8 35 4.0 79
Malta 39 3.7 23 30 2.5 26 1.9 2.7 2.5 26 0.7
Netherlands 19 1.8 2.0 23 5.1 39 22 14 15 1.7 1.6
Austria 12 0.8 0.5 2.0 23 1.7 13 20 2.1 17 22
Poland 15.0 11.8 7.2 10.1 53 19 0.7 36 2.2 13 26
Portugal 19 2.2 22 28 44 3.7 33 25 2.1 30 24
Romania 154.8 59.1 458 45.7 34.5 225 153 11.9 9.1 6.6 49
Slovenia 83 79 6.1 89 86 7.5 5.7 37 2.5 2.5 38
Slovakia 6.0 6.7 104 12.2 7.2 35 84 75 28 43 19
Finland 12 13 13 29 2.7 20 13 0.1 0.8 13 1.6
Sweden 1.8 1.0 0.5 13 2.7 19 23 1.0 0.8 15 1.7
United Kingdom 1.8 1.6 1.3 0.8 1.2 1.3 14 1.3 2.1 2.3 23
Turkey 85.6 82.1 614 53.2 56.8 47.0 253 10.1 8.1 9.3 8.8
Iceland 1.8 13 2.1 44 6.6 53 14 23 14 4.6 36
Norway 26 2.0 2.1 3.0 2.7 0.8 20 0.6 1.5 25 0.7
Switzerland : : : : : : : : : 1.0 0.8
Japan (3) 18 0.6 -0.3 -0.7 -0.7 -0.9 -03 0.0 -0.3 03 0.0
United States (3) 2.3 1.6 2.2 34 2.8 1.6 23 2.7 34 3.2 2.8

(1) The data refer to the official EU aggregate, its country coverage changes in line with the addition of new EU Member States and
integrates them using a chain index formula.

(2) The data refer to the official euro area aggregate, its country coverage changes in line with the addition of new EU Member States
and integrates them using a chain index formula.

(3) National CPI: not strictly comparable with the HICP.

Source: Eurostat (tsieb060)
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Table 2.12: Comparative price levels (1)
(final consumption by private households including indirect taxes, EU-27=100)

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

EU-27 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 100.0
Euro area (2) 1040 1028 1022 1005 101.0 1011 1035 1036 1025 1025 1020
Belgium 1058 1075 1068 1020 1032 1015 1065 1067 1060 1062 1054
Bulgaria 34.0 37.5 379 38.7 410 40.8 40.7 420 431 44.8 46.0
Czech Republic 444 474 464 48.1 50.0 57.1 54.5 554 584 61.5 62.6
Denmark 1316 1294 1315 130.3 135.2 1338 141.1 139.6 139.6 139.2 136.9
Germany 1096 1087 1073 1066 1070 1066  106.1 1047 1037 1033 1032
Estonia 50.8 54.1 56.9 573 61.1 60.8 62.0 63.0 64.6 66.5 713
Ireland 113.0 108.1 1116 114.9 1193 1252 1264 1259 124.8 124.9 126.0
Greece 87.6 85.7 883 84.8 823 80.2 859 876 884 89.1 88.6
Spain 86.9 85.5 86.0 85.0 854 84.6 883 91.0 920 933 93.0
France 1120 110.7 109.3 105.9 104.1 103.5 110.0 109.9 1074 107.3 106.7
Italy 99.7 979 98.2 97.5 99.7 1027 1036 1049 1040 104 1029
Cyprus 86.6 87.1 874 88.1 889 89.1 90.9 91.2 89.7 90.1 87.7
Latvia 47.8 49.2 523 58.8 59.0 57.0 544 56.1 57.1 60.6 65.0
Lithuania 432 45.6 46.8 52.7 54.1 54.2 523 535 551 56.6 59.7
Luxembourg 106.6 1042 1029 1015 1035 1021 1032 1030 1027 1032 1051
Hungary 464 457 471 49.2 529 574 58.2 62.0 635 60.0 65.7
Malta 68.7 694 70.5 733 748 746 720 73.2 73.1 734 73.2
Netherlands 1034 102.1 102.7 100.0 103.0 102.9 107.8 106.1 104.5 103.9 103.1
Austria 107.1 1053 1049 1019 1048 1034 1033 1033 1019 1012 1000
Poland 518 535 519 579 64.8 61.2 54.4 53.2 613 62.1 634
Portugal 82.5 84.0 834 83.0 844 86.3 86.0 874 853 85.7 84.6
Romania 34.7 432 379 425 41.7 43.0 434 433 54.3 57.0 64.7
Slovenia 724 74.1 741 72.9 739 744 76.2 755 758 753 769
Slovakia 41.6 419 40.5 444 434 44.8 50.7 54.9 55.8 583 63.0
Finland 125.0 123.0 1223 1209 124.8 1239 126.6 123.8 1233 121.7 1214
Sweden 1316 127.0 1264 1276 119.9 121.7 1235 1214 1179 117.5 1164
United Kingdom 107.6 1122 1156 120.0 116.8 117.1 107.8 108.5 110.2 110.8 1123
Croatia : : : : : : 64.8 66.5 69.0 69.9 69.5
FYR of Macedonia : : : : 439 444 44,0 445 430
Turkey : : 56.0 62.5 47.7 51.6 57.2 59.1 68.4 684 72.2
Iceland 20.8 124.7 126.7 144.0 279 1346 1384 1379 523 141.7 146.0
Norway 36.6 131.0 134.3 137.7 418 151.2 142.1 135.2 40.0 139.8 137.5

Japan 588 1469 1731 1984 777 1563 1365 1295 196 109.1

1 1
1 1
Switzerland 1358 1364 1397 1426 1463 1467 1438 1408 379 1342 1257
1 1 :
United States 1000 1006 1056 1210 126.1 119.7 1014 92.8 92.0 91.6

(1) Belgium and France, break in the series for 2003.
(2) EA-13 instead of EA-15.

Source: Eurostat (tsier010)
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Figure 2.27: HICP main headings, annual average inflation rates, EU, 2007
(%)
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(1) More commonly referred to as the inflation rate.

Source: Eurostat (prc_hicp_aind)

Figure 2.28: Price convergence between EU Member States

(%, coefficient of variation of comparative price levels of final consumption by private households including
indirect taxes)
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(1) EA-13 instead of EA-15.

Source: Eurostat (tsier020)
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2.6 Balance of payments -
current account

Introduction

The balance of payments is a statistical
statement that summarises the transac-
tions of an economy with the rest of the
world. Transactions are organised in
two different accounts, the current ac-
count and the capital and financial ac-
count, whose sum, in principle, should be
zero, as for each credit transaction there
is a corresponding one on the debit side.
Thus, the current account balance deter-
mines the exposure of an economy vis-a-
vis the rest of the world, whereas the cap-
ital and financial account explains how it
is financed.

Definitions and data availability

The current account gauges a country’s
economic position in the world, covering
all transactions that occur between resi-
dent and non-resident entities and refer
to trade in goods and services, income
and current transfers. More specifically,
the four main components of the current
account are defined as follows:

« Trade in goods covers general mer-
chandise, goods for processing, re-
pairs on goods, goods procured in
ports by carriers, and non-monetary
gold. Exports and imports of goods
are recorded on a fob/fob basis, i.e. at
market value at the customs frontiers
of exporting economies, including
charges for insurance and transport
services up to the frontier of the ex-
porting country.
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Trade in services consists of the fol-
lowing items: transportation services
performed by EU residents for non-
EU residents, or vice versa, involving
the carriage of passengers, the move-
ment of goods, rentals of carriers with
crew and related supporting and aux-
iliary services; travel, which includes
primarily the goods and services EU
travellers acquire from non-EU resi-
dents, or vice versa; and other serv-
ices, which include communication
services, construction services, insur-
ance services, financial services, com-
puter and information services, roy-
alties and licence fees, other business
services (which comprise merchant-
ing and other trade-related services,
operational leasing services and mis-
cellaneous business, professional and
technical services), personal, cultural
and recreational services and govern-
ment services not included elsewhere.
Income covers two types of transac-
tions: compensation of employees paid
to non-resident workers or received
from non-resident employers, and in-
vestment income accrued on external
financial assets and liabilities.

Current transfers include general
government current transfers, for
example transfers related to interna-
tional cooperation between govern-
ments, payments of current taxes on
income and wealth, etc., and other
current transfers, for example work-
ers’ remittances, insurance premiums
(less service charges), and claims on
non-life insurance companies.
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Under the balance of payment conven-
tions, transactions which represent an
inflow of real resources, an increase in
assets or a decrease in liabilities (such as,
exports of goods) are recorded as credits,
and transactions representing an outflow
of real resources, a decrease in assets or
an increase in liabilities (such as, imports
of goods) are recorded as debits.

Main findings

The current account deficit of the EU-27
was EUR 72400 million in 2007 (cor-
responding to 0.6 % of GDP), which al-
though slightly less than the deficit of
2006, nevertheless confirmed the stark
turnaround from relatively small surplus-
es recorded for the period between 2002
and 2004. The overall deficit for 2007
comprised deficits in the current account

Figure 2.29: Current account transactions, EU-27 (1)

(EUR 1000 million)

for goods (-1.2 % of GDP) and for current
transfers (-0.5 %), as well as positive bal-
ances for the income account (0.4 %) and
for services (0.7 %).

Most of the EU-27’s current account
transactions in 2007 took place with
the United States (26.7 % of credits and
21.7 % of debits). All other partners re-
corded shares of less than 10 %; the next
most significant partner was Switzerland
(9.1 % credits, 8.4 % debits), and then
China 39% and 9.6 %), the Russian
Federation (5.1 % and 6.4 %) and Japan
(3.7 % and 4.7 %).

Accordingly, the EU-27 recorded a sur-
plus of just over EUR 100 000 million vis-
a-vis the United States in 2007, but defi-
cits with China (EUR 143 100 million),
the Russian Federation (EUR 37 000 mil-
lion) and Japan (EUR 27 200 million).
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(1) EU-25: for 2002-2003; 2007, provisional data.

Source: Eurostat (tec00038)

EUROPE IN FIGURES — Eurostat yearbook 2009 B eurostat


http://ec.europa.eu/eurostat/product?code=tec00038&mode=view&language=en

e
L 29
Economy

Table 2.13: Current account balance for EU Member States with the rest of the world

(EUR million)

2003 2004 2005 2006 2007 (1)
EU-27 (2) : 10300 -19 600 -82 900 -72 400
Euro area (3) 33200 62 000 17 100 -1700 27 400
Belgium 5600 10 200 7900 8400 6400
Bulgaria -1 500 -1 300 -2 700 -4 500 -6 200
Czech Republic -5000 -4700 -1800 -3800 -3 500
Denmark 6500 5900 9000 5900 2500
Germany 44000 102 900 116 600 141 500 184 200
Estonia -1 000 -1 200 -1100 -2 100 -2 700
Ireland 0 -900 -5700 -7 300 -9.300
Greece -11.000 -10 500 -14 000 : :
Spain -27 500 -44 200 -66 900 -87 700 -105 800
France 7 000 8500 -15700 -22 500 -21900
Italy -17 300 -13.000 -23400 -37900 -37 900
Cyprus -300 -600 -800 -900 -1 500
Latvia -800 -1400 -1 600 -3600 -4 600
Lithuania -1100 -1 400 -1 500 -2 600 -3 800
Luxembourg 2100 3300 3300 3500 3600
Hungary -5900 -6 900 -6 000 -5400 -5000
Malta -100 -300 -400 -400 -300
Netherlands 26 200 36 900 36 600 44500 36 800
Austria -500 1100 2800 6300 8800
Poland -4100 -8 200 -3000 -7 300 -11 500
Portugal -8 500 -10900 -14100 -15700 -15900
Romania -2 900 -5100 -6 900 -10 200 -17100
Slovenia -200 -700 -600 -900 -1 600
Slovakia -200 -1 200 -3 200 -3600 -3100
Finland 7500 10 000 5700 7 600 8200
Sweden 19 800 19 200 20500 26 500 27 900
United Kingdom -21 300 -28 700 -45 300 -74 500 -85 100

(1) Provisional data.
(2) EU-25 for 2003; EU vis-a-vis extra-EU.
(3) EA-13 instead of EA-15; euro area vis-a-vis extra euro area.

Source: Eurostat (tec00038)
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Table 2.14: Current account, balance by components, 2007

114

(% of GDP)

Current Current

account Goods Services Income transfers
EU-27 -0.6 -1.2 0.7 04 -0.5
Euro area (1) 0.3 0.7 0.5 0.0 -0.9
Belgium 19 0.2 15 20 -1.7
Bulgaria -21.5 -25.6 38 -1.0 1.0
Czech Republic -2.7 3.1 1.6 -7.2 -0.2
Denmark 1.1 -04 24 0.7 -1.6
Germany 7.6 84 -13 1.7 -13
Estonia -17.7 -17.0 6.5 -7.2 0.0
Ireland -5.0 12.3 -2.2 -14.5 -0.7
Greece : : : : :
Spain -10.1 -8.5 2.1 -30 -0.6
France -1.2 -20 0.5 1.6 -1.2
Italy -2.5 0.1 -04 -1.3 -0.9
Cyprus -9.6 -294 23.7 -3.8 0.0
Latvia -23.1 -24.6 35 -3.5 1.5
Lithuania -13.6 -14.6 2.1 43 29
Luxembourg 10.0 -94 537 -296 -4.7
Hungary -4.9 14 1.1 -7.7 0.3
Malta -5.5 -16.6 14.8 -1.8 -1.8
Netherlands 6.5 6.8 0.3 1.1 -1.6
Austria 32 0.5 45 -14 -04
Poland -3.7 -3.7 0.9 -3.0 20
Portugal -9.8 -10.7 38 -4.5 16
Romania -14.1 -14.6 0.2 -38 4.0
Slovenia -4.8 -5.1 30 -2.1 -0.9
Slovakia -5.7 -1.5 0.7 -4.4 -0.5
Finland 46 4.8 -0.1 06 -0.8
Sweden 84 4.1 3.1 2.2 -1.1
United Kingdom -4.2 -6.3 28 04 -1.0

(1) EA-13 instead of EA-15.

Source: Eurostat (tec00038, tec00039, tec00040, tec00041, tec00042 and tec00001)

Figure 2.30: Current account, credit by partner country, EU-27, 2007 (1)

(% of total credits)
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(1) Figures do not sum to 100 % due to rounding.

Source: Eurostat (bop_q_eu)
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Figure 2.31: Current account, debit by partner country, EU-27, 2007 (1)
(% of total debits)
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(1) Figures do not sum to 100 % due to rounding.

Source: Eurostat (bop_q_eu)

Figure 2.32: Current account balance with selected partners, EU-27, 2007
(EUR 1 000 million)
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2.7 Balance of payments —
foreign direct investment

Introduction

In a world of increasing globalisation,
where political, economic and techno-
logical barriers are rapidly disappearing,
the ability of a country to participate in
global activity is an important indicator
of its performance and competitiveness.
In order to remain competitive, modern
day business relationships extend well
beyond the traditional foreign exchange
of goods and services, as witnessed by the
increasing reliance of firms on mergers,
partnerships, joint ventures, licensing
agreements, and other forms of business
cooperation.

External trade may be complemented or
substituted by producing (and often sell-
ing) goods and services in countries other
than where an enterprise was first estab-
lished: this approach is known as foreign
direct investment (FDI), whereby the
enterprise concerned either invests to es-
tablish a new plant/office, or alternatively,
purchases existing assets of a foreign en-
terprise. FDI is a type of international in-
vestment where an entity that is resident
in one economy (the direct investor) ac-
quires a lasting interest (at least 10 % of
the voting power) in an enterprise oper-
ating in another economy. The lasting in-
terest implies the existence of a long-term
relationship between the direct investor
and the enterprise, and a significant de-
gree of influence by the investor on the
management of the enterprise.

Conventional trade is less important for
services than for goods and while trade
in services has been growing, the share

of services in total intra-EU trade has
changed little during the last decade.
However, FDI is expanding more rap-
idly for services than for goods, as FDI
in services has increased at a more rapid
pace than conventional trade in services.
As a result, the share of services in total
FDI flows and positions has increased
substantially, with European services be-
coming increasingly international.

Definitions and data availability

Formally defined, a direct investment
enterprise is an unincorporated or incor-
porated enterprise in which a direct in-
vestor owns 10 % or more of the ordinary
shares or voting power (for an incorpo-
rated enterprise) or the equivalent (for an
unincorporated enterprise).

FDI statistics for the EU give a detailed
presentation of FDI flows and stocks,
showing which Member States invest in
which countries and sectors. Eurostat
collects FDI statistics for quarterly and
annual flows, as well as for stocks at the
end of the year. FDI stocks (assets and li-
abilities) are part of the international in-
vestment position of an economy at the
end of the year.

Outward flows and stocks of FDI (or
FDI abroad) report investment by enti-
ties resident in the reporting economy in
an affiliated enterprise abroad. Inward
flows and stocks of FDI report invest-
ment by foreigners in enterprises resident
in the reporting economy. FDI flows are
new investment made during the refer-
ence period, whereas FDI stocks provide
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information on the position, in terms of
value, of all previous investments at the
end of the reference period.

The intensity of FDI can be measured by
averaging the value of inward and out-
ward flows during a particular reference
period and expressing this in relation to
GDP.

The financial account of the balance
of payments (BoP) records all financial
transactions; it includes foreign direct
investment, portfolio investment, other
investment and reserve asset flows. There
are two kinds of FDI:

« the creation of productive assets by
foreigners (greenfield investment);

« the purchase of existing assets by for-
eigners (acquisitions, mergers, takeo-
vers, etc.).

FDI differs from portfolio investments
because it is made with the purpose of
having control or an effective voice in
management and a lasting interest in the
enterprise. Direct investment not only
includes the initial acquisition of equity
capital, but also subsequent capital trans-
actions between the foreign investor and
domestic and affiliated enterprises.

The sign convention adopted for the data
shown in this section, for both flows and
stocks, is that investment is always re-
corded with a positive sign, and a disin-
vestment with a negative sign.
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Main findings

Flows of FDI fluctuate considerably from
one year to the next - partly as a func-
tion of economic fortunes, with FDI
flows generally increasing during times
of rapid growth, while disinvestment is
more likely during periods of recession
as companies focus on core activities in
their domestic market. Inflows of FDI
from non-Community countries into the
EU-27 were valued at EUR 319 161 million
in 2007, which was about double (90 %)
the amount in 2006. Outward flows of
FDI from the EU-27 to non-Community
countries were valued at EUR 419 912
million. Despite the rapid increase in in-
ward flows of FDI, the EU-27 remained a
net investor abroad with net outflows of
EUR 100 751 million in 2007 (only slight-
ly lower than the value of EUR 106 074
recorded in 2006).

Stocks of FDI show the value of all pre-
vious investments at the end of the ref-
erence period. Inward FDI stocks for
the EU-27 accounted for 17.7 % of GDP
in 2006, while outward FDI stocks were
valued at 23.2 % of GDP. A more detailed
analysis by partner reveals that stocks of
EU-27 FDI abroad were largely concen-
trated in North America (39.9 % of the
total in 2006). North America was an
even more important partner in terms of
stocks of FDI within the EU-27, account-
ing for 49.6 % of all FDI made by non-
member countries. The share of Asian
countries in outward stocks fell from
15.0 % to 13.6 % while inward stocks of
FDI rose from 8.9 % to 10.1 % between
2005 and 2006.

It should be noted that the relatively high
importance of FDI in Luxembourg should
be interpreted with caution, and results
mainly from the role of Luxembourg-
based holding companies.
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Table 2.15: Foreign direct investment (1)

FDI flows, 2007 FDI flows, 2007 FDI stocks, 2006
(EUR million) (2) (% of GDP) (3) (% of GDP) (4)

Net Net Net FDI

Inward Outward outflows Inward Outward outflows Inward Outward assets

EU-27 319161 419912 100751 26 34 0.8 17.7 232 -5.5
Euro area (5) 197880 334048 314260 : : : : : :
Belgium 28 537 37 881 9344 8.6 1.5 29 : : :
Bulgaria 6101 191 -5910 211 0.7 -204 63.2 0.9 62.3
Czech Republic 6710 979 -5731 53 0.8 -4.5 542 3.0 51.2
Denmark 8272 11863 3591 3.6 52 16 46.7 515 -4.8
Germany 37205 122325 85120 15 50 35 245 335 9.0
Estonia 1815 1123 -692 11.7 7.2 -4.5 72.7 20.7 520
Ireland 18917 12109 -6 808 10.2 6.5 -3.7 68.1 536 14.5
Greece 1399 3894 2495 0.6 1.7 1.1 14.7 80 6.7
Spain 39006 87 387 48 381 37 83 4.6 340 394 -54
France 109487 159 306 49819 58 8.4 26 353 49.1 -13.8
Italy 22 660 64 153 41493 15 42 2.7 15.1 194 -4.3
Cyprus 1518 777 -741 9.7 5.0 -4.7 754 256 49.8
Latvia 1595 166 -1429 8.0 0.8 -7.2 358 2.3 335
Lithuania 1412 431 -981 5.0 1.5 -35 353 33 320
Luxembourg (6) 86798 132865 46 067 240.2 367.7 127.5 123.1 88.1 350
Hungary 26 831 25800 -1 031 26.5 255 -1.0 98.9 40.2 58.7
Malta 696 14 -682 129 03 -12.6 936 16.4 772
Netherlands (7) 72 653 22768  -49885 12.8 4.0 -8.8 70.6 101.1 -30.5
Austria 22 605 23154 549 83 85 0.2 24.1 22.7 14
Poland 12 831 2392  -10439 4.2 0.8 -34 34.7 45 30.2
Portugal 4115 4542 427 2.5 28 03 373 251 12.2
Romania 7 256 -49 -7 305 6.0 0.0 -6.0 353 0.7 346
Slovenia 1073 1154 81 32 34 0.2 222 114 10.8
Slovakia 2157 150 -2 007 39 03 -3.6 65.7 2.1 63.6
Finland 6193 6300 107 34 35 0.1 303 427 -124
Sweden 13728 26 831 13103 4.1 8.1 4.0 494 59.8 -104
United Kingdom 135670 165416 29 746 6.7 8.2 1.5 449 57.2 -12.3
Croatia 2714 164 -2 550 79 0.5 -74 60.6 53 553
Turkey 15922 744 -15178 338 0.2 -3.6 16.0 1