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The challenge for peripheral European countries 
(1990s-2007): Spurts of economic growth or 
innovation based catch-up (CEE and SE) 

ÅCatching-Up along the global value chain: business models, determinants 
and policy implications in the era of the Fourth Industrial Revolution (4IR) is 
the essence of CatChain Project. 

ÅDynamic interactive capabilities,  Innovation Systems framework, Value 
chains view. 

ÅThe Korean model of catch-ǳǇ ŘŜǾŜƭƻǇƳŜƴǘΥ ŀ άŎŀǇŀōƛƭƛǘȅ-ōŀǎŜŘ ǾƛŜǿέΣ ƻƴŜ 
of the most successful in the recent history. 

Åά{ƪŜǇǘƛŎƛǎƳ ƛΦŜΦ ¢ƘŜ YƻǊŜŀƴ ƳƻŘŜƭ ƛƴǾƻƭǾŜŘ ŀ ƎǊŜŀǘ ŘŜƎǊŜŜ ƻŦ ǎǘŀǘŜ ŀŎǘƛǾƛǎƳ- 
ŀƴ ƛƴǘŜǊǾŜƴǘƛƻƴ ƴƻǘ ŀŎŎŜǇǘŀōƭŜ ƛƴ ǘƻŘŀȅΩǎ Ǝƭƻōŀƭ ŜƴǾƛǊƻƴƳŜƴǘ ƻǊ ǳƴŘŜǊ ǘƘŜ 
WTO reime (Kuen Lee, 2014).  

ÅTransferability and lessons learnt from the Korean model. 

ÅNot only incentives but also Building capabilities, learning, technological 
upgrading  and harnessing 4IR technologies to leapfrog. 

ÅWithout a certain critical degree of capabilities, growth wgich is based on 
lower wage rates or simple price competitivenes tends to be short-lived. 

ÅBut capacity building does not take place in vacuum, but in specific areas of 
business and sectors. 

ÅThe latest economic crisis in Europe opened the debate on what type of 
public policies should be implememted. 
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Links between R&I&Entr. Policies and 
Growth: some key-messages 

ÅGrowth cannot be considered as mostly a macroeconomic phenomenon. In 
contrast, to that view, growth is a dynamic process that takes many different 
forms and results from the interplay of lots of different factors (technology, 
institutions, industry structures, human capital,..).[Dick Nelson,] 

Å There is not an automatic link between the necessary macroeconomic 
stabilization (plus some general  market-based structural reforms) and a high-
quality, high-potential  growth trajectory. 

ÅLong-run growth is driven by innovation. A well functioning innovation system (in 
its broader view) is essential. The historic relationship between the National SI 
and catch up (List, Freeman, Nelson, Lundvall). The very concept of innovation 
system (or initially the national system of political economy) is linked with a 
catch up strategy (Germany to catch up England).  

ÅBut, we need a Holistic Innovation Policy. A unified approach to link organically  
R&D, technological activity with Innovation and Entrepreneurship, as 
innovations result from entrepreneurial activities. 

ÅFurthermore, in a rapidly globalising world, success depends ever more on the 
production and conversion of knowledge into Innovation. Therefore, investing in 
research and innovation and the promotion of Knowledge intensive innovative 
Entrepreneurship is increasingly crucial for shaping a better future. 
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Links between R&I&Entr. Policies and Growth: 
some key-messages 

ÅIn the era of Globalisation and 4IR the come back (return) of Industrial 
Policy in its modern open economy version where bridging missing 
linkages and  attract parts of value chains with high spillovers matter 
and from that perspective long-term growth is determined by 
innovation. 
Å Digital Transformation in the era of 4IR and the associated 

technologies. In particular the role of ICT in e-government and e local 
government is essential in promoting their effectiveness and efficiency. 
The importance of smart cities. 
ÅKnowledge intensive innovative entrepreneurship (KIE) can be 

considered as a transformative mechanism converting useful knowledge 
into economic activities and innovative new ventures and a key driving 
force for an innovation-led and high-growth potential growth path.  
ÅDevelopment as a process of capability building, technological, 

organisational  and institutional upgrading, and learning. 
ÅCatch-up is a άgeneral-purposeέ concept. Economic development 

involves deliberate efforts to catch-up in the sense that economic and 
technological practices in leading nations are always used as models. 
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The promise of growth in the Greek context: Go for an innovation-led 

growth strategy to improve structural competitiveness and the position of 
the Greek production system in the international division of labour 

 
ÅThe current situation 

ÅLong (already a decade)  and deep (loss of 25% GDP, very high unemployment above 20%) depression i.e.  
a prolonged period of economic recession marked by a significant decline in income and employment of 
the Greek economy. 

ÅThe huge investment gap during the crisis period is estimated between 100-130 billion Euros.  

ÅCompetitiveness of the Greek economy deteriorated (by losing a considerable number of places)  by all 
available rankings (IMD, WEF,..). 

ÅThe importance of the denominator is key  in dealing with the Greek debt crisis (DEBT/GDP). 

ÅThe gloomy future 

ÅDid the recovery has come and the restart of the hardest hit peripheral economy in Europe is on its way? 
And how sustainable can be? Three years back, during Q3 and Q4 of the year 2014, there was the same 
feeling, but for many reasons, the recession did not end.  

ÅAnd now a danger is ahead us, for Greece to become  a cheap country for visitors and foreign business, 
very expensive for its inhabitants, incapable to employ and take advantage of its educated and well 
trained younger generations, and unable to sustain an acceptable standard of living. 

ÅThe key goal of the ŎƻǳƴǘǊȅΩǎ strategy 

ÅThe improvement of the position of the Greek system of production and innovation in the evolving 
international division of labour 

ÅExclusive focus on unit labour cost is not the right strategy for improving competitiveness.  

ÅStructural Competitiveness should be in the epicenter of economic policy and the growth agenda. 
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The Greek economy: Converging and Diverging 
within the European Context  
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The Greek economy: Converging and Diverging 
within the European Context  

 

 

 

 

 

 

 

 

 

ÅGreece experienced a large growth and subsequent 
decline after the crisis. 
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How long, how deep the recession was (?) in 
Greece? [Source: Eurobank, Research Department, 2014]  

Greece (Year 0-9: 2007-2016)

USA (Year 0-9: 1929-1938)
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(source: Gikas HardouvelisΣ bƻǾŜƳōŜǊ нлмт άtǊŜǎŜƴǘŀǘƛƻƴΥ !ǳƎǳǎǘ нлмуΥ Lǎ 
ǘƘŜ DǊŜŜƪ ŎǊƛǎƛǎ ŎƻƳƛƴƎ ǘƻ ŀƴ 9ƴŘΚέ http://hardouvelis.gr/economic-
analysis/) 
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Greek recession compared to the Portuguese and the 
Spanish (Source: Eurobank, Research Department, 2014) 

Greece (Year 0-9: 2007-2016)

Portugal (Year 0-9: 2007-2016)

Greece (Year 0-9: 2007-2016)

Spain(Year 0-9: 2007-2016)
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But, Greece was a rapidly growing economy with higher 
growth rates than the Eurozone for almost 15 
ȅŜŀǊǎΧόмффп-2007) 
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Greek economy in the period (1994-2007): High 
ƎǊƻǿǘƘ ōǳǘ ƭƻǿŜǊ άknowvativeέ ŎƻƴǘŜƴǘ 

Å[ƻƴƎ ŀƴŘ ƛƳǇǊŜǎǎƛǾŜ ƎǊƻǿǘƘ ǇŀǘƘΣ ōǳǘΧƛƳǇƻǊǘŀƴǘ 
systemic hysteresis (lags and missing links)  in the 
linkage of the system of production and business 
with knowledge, technology and innovation. 

ÅVery limited national R&D investment despite the 
fact of improving performance and visible 
presence of Greek research groups at the EU level. 

ÅNot adequate operational use of ICT (except mobile 
and the National Academic and Research Network)- 
despite considerable progress in the use of ICT by 
younger generations. 
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Greek economy in the period (1994-2007): High 
growth but lower άƪƴƻǿǾŀǘƛǾŜέ content (..cont..) 

ÅA lack of commercializing research  results (Missing 
link between the research community and the 
business/ industrial world). 

ÅNew entrepreneurial ventures are mostly of B2C 
type with very little technological content, very little 
B2B (compared to other EU countries) [GEM 
Survey]. 

ÅEconomic growth faster than the change in 
attitudes and mindsets. 

 

Yannis Caloghirou, Innovating out of 
crisis Strategy in Greece 
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Main Macroeconomic Figures 
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Investment collapses 

Sources: Eurostat/ELSTAT  

üHighest investment level in 2007 (ϵ65.0 bn) 

üHighest level of investment as a % of GDP in the same year (25.9%) 

üSignificantly lower investment in 2015 (ϵ19.4 bn, 10.5% of GDP) 
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Investments extremely low, unemployment extremely 

high  

Source: Eurostat/ELSTAT  

Unemployment has decreased, but remains at very high levels 
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Wages Level 
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Corporate investment 

 

 

 

 

 

 

 

 
 

ÅCorporate investment in Greece has been relatively low. 
ÅBut total investment (incl. housing) is comparable to EU average! 

ÅIt rose significantly in the run-up to Euro entry, but dropped again 
during the crisis. 
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Foreign Direct Investment (% GDP) 

FDI (% GDP) 

2000-2008 2009-2017 

Germany 3.0% 1.8% 

Ireland 16.5% 29.8% 

Greece 0.7% 1.0% 

Spain 4.2% 2.2% 

Portugal 3.7% 4.5% 

*Ireland: 81.7%  of GDP 
Source: Eurostat 
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Infrastructure 
Greece is lagging behind, but compared to other pillars of 
competitiveness, it is generally well placed. Key weaknesses 
remain 

Source: WEF 2018,  Eurostat 
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Fixed investments continue to lack momentum, despite 
their productive restructuring during the crisis 

Å Gradual shift from investments in dwellings towards investments in transportation, 

machinery & equipment and other constructions 

Å Fixed investments still significantly lag behind the Euro Area average (at 11.1% of GDP in 

2018, 10 ppts below EA average) 

Å Large contribution by change in inventories (statistical adjustments): crucial factor affecting 

total investment trend during 2014 ɀ 2018 (except 2017) 

   

Source: Eurostat 

-30%

-25%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Contribution to Fixed Investments by 
sector  

Machinery and equipment

Construction

Other

Total fixed investments
-30%

-25%

-20%

-15%

-10%

-5%

0%

5%

10%

15%

20%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Contribution to Total Investments 

Fixed Investments

Change in Inventories

Total investments

Department of Science and Technology 
Policy, IGE Unicamp seminar, June 25, 
2019 



Government Expenditure, Spending,  
Primary Balance (% GDP) 

Source: Eurostat 
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A relatively closed economy 

Source: Eurostat 
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Exports of goods 

Source: Eurostat  

üChange in the value of exports, 2007-2018: +73.1% 

üChange in the volume of exports, 2007-2018: +76.9% 
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Products with the largest export share 

Value of exports,  
mil. ϵ 

Share to exports of 
manufacturing products 

Share to exports (excl. 
petroleum products) 

1 Petroleum products       7,693.4    35.2% 

2 Aluminum       1,432.6    6.6% 10.1% 

3 Fruits and vegetables       1,031.3    4.7% 7.3% 

4 Oils and fats           687.4    3.1% 4.9% 

5 Dairy and cheese products           562.5    2.6% 4.0% 

6 Copper           471.3    2.2% 3.3% 

7 Steel           335.7    1.5% 2.4% 

8 Tobacco products           296.2    1.4% 2.1% 

9 Cement           218.3    1.0% 1.5% 

10 Steel tubes 
      208.5    

1.0% 
1.5% 

Excluding petroleum products,  Aluminum has the biggest share in 
Manufacturing exports, with an average value of ϵ1.5 bn. during 2015-17 
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Labor participation rate in Greece has been lower 
than peers across time 

ʃʹʴʺ: Eurostat ʃʹʴʺ: ʁʁʅɮ 

Participation rate is particularly low among women (60%) and young 

adults up to 25 years old (25%) 

Labour Participation Rate for population aged 15-64 years old 
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End of the programs, August 2018. Prospects? 
 

ÅElimination of fiscal deficit 
Is the mix of taxes, expenses, and pensions consistent 
with growth? 

ÅElimination of trade deficits 
Primarily through reduction in imports. Sustainable? 

ÅCompetitiveness has been restored 
Primarily, through decrease in unit labor cost. 

ÅGreece is back to growth. 
Slow and anaemic, low investment. 

ÅGreece has stayed in the euro-zone. 
But why was this even put on the table?  
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28 The position of Greek economy  based on the Global Competitiveness Index  in the 
World Economic Forum annual ranking for the period 1997-2018 

Department of Science and 
Technology Policy, IGE Unicamp 
seminar, June 25, 2019 
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29 Rankings in IMD 
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30 Labour Productivity 
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31 Relative Unit Labor Cost  
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