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The challenge 1or peripheral European countries
(1990s2007): Spurts of economic growth or
—innovation based. catchp ( ‘ .

. r 4

ACatchingUp 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.

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

AThe Korean model of catalzl,] RS @St 2 LIY S yoil Ya SR a@DAl S d €637
of the most successful in the recent history.

Ad{ 1SLIGAOAAY APSd ¢KS Y2NBLY Y2RSt A
I-¥ )_\VUSNJZSQ/UAZV y2u FFOOSLIJilIotS AY U
WTOreime (KuenLee, 2014).

ATransferability and lessons learnt from the Korean model.

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

AWithout a certain critical degree of capabilities, growwgti)chis based on
lower wage rates or simple pri@@mpetitivenesends to be shoHived.

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

AThe latest economic crisis in Europe opened the debate on what type of
public policies should benplememted



Links betweerR&KEntr Policies and
Growth: some keynessages

AGrowth cannot be consideredas mostly a macroeconomicphenomenon In
contrast, to that view, growth is a dynamic processthat takes many different
forms and results from the interplay of lots of different factors (technology,
institutions, industry structures,humancapital..).[DickNelson,]

A There is not an automatic link between the necessary macroeconomic
stabilization (plus some general marketbased structural reforms) and a high-
guality, high-potential growth trajectory.

ALongrun growth is driven by innovation A well functioninginnovation system(in
its broader view) is essential The historic relationship between the National Sl
and catch up _g_IS’[, Freeman,Nelson,Lundval). The very conceptof innovation
system (or initially the national system of political economy)is linked with a
catchup strategyE/Germanyto catchup England)

ABut, we need a Holistic Innovation Policy A unified approachto link organically
R&D, t_echnolo%:ucal activity with Innovation and Entrepreneurship, as
innovationsresult from entrepreneurialactivities.

AFurthermore,in a rapidly globalisingworld, successlependsever more on the
production and conversionof knowledgeinto Innovation. Therefore,investingin
researchand innovation and the promotion of Knowled?emtenswemnova Ive

Entrepreneurships increasinglycrucialfor shapinga better future.



Links between R&ENtr. Policies and Growth:
some keymessages

Aln the era of Globalisationand 4IR the come back (return) of Industrial
Policy in its modern open economy version where bridging missing
linkagesand attract parts of value chainswith high spillovers matter
and r?m that perspective long-term growth 1s determined by
innovation.

A Digital Transformation in the era of 4IR and the associated
technologies In particular the role of ICTin e-governmentand e local
overnmentis essentialin promoting their effectivenessand efficiency,
heimportanceof smartcities.

AKnowledge intensive innovative entrepreneurship (KIE) can be
consideredasa transformative mechanismconvertingusefulknowledge
Into economicactivitiesand innovative new venturesand a key driving
forcefor aninnovationled and high-growth potential growth path.

ADevelopment as a process of capability building, technologica,
organisationalandinstitutional upgrading,andlearning

ACatchup is a oOgeneralpurpose concept Economic development
involvesdeliberate efforts to catchup in the sensethat economicand
technologicapracticesin leadingnationsare alwaysusedasmodels



The promise of growth in the Greek context: Go for an innovaton
growth strategy to improve structural competitiveness and the position of
the Greek production system in the international division of labour

A Thecurrent situation

A Long(alreadya decade) and deep (lossof 25% GDPyery high unemploymentabove20%) depressioni.e.
a prolongedperiod of economicrecessionmarkedby a significantdeclinein incomeand employmentof
the Greekeconomy

A Thehugeinvestmentgapduringthe crisisperiodis estimatedbetween100-130 billion Euros

A Competitivenes®f the Greekeconomydeteriorated (by losinga considerablenumber of places) by all
availablerankingg(IMD,WEE.,.).

A Theimportanceof the denominatoris key in dealingwith the Greekdebt crisis(DEBT/GDP)

A Thegloomyfuture

A Didthe recoveryhascomeand the restart of the hardesthit peripheraleconomyin Europeis on its way?
And how sustainablecanbe? Threeyearsback,during Q3 and (4 of the year2014 there wasthe same
feeling,but for manyreasonsthe recessiordid not end.

A Andnow a dangeris aheadus, for Greeceto become a cheapcountry for visitors and foreign business
very expensivefor its inhabitants, incapableto employ and take advantageof its educated and well
trained youngergenerations,and unableto sustainan acceptablestandardof living.

A Thekey goalof the O 2 dzy &tistBgR &

A The improvement of the position of the Greeksystemof production and innovation in the evolving
internationaldivisionof labour

A Exclusivdocuson unit labourcostis not the right strategyfor improvingcompetitiveness
A Structural Competitivenessshould be in the epicenter of economic policy and the growth agenda



The Greek economy: Converging and Diverging

within the European Context

GDP Per Capita (Thousand Euros)
50
45
40
35
30
25

20

15

10

\

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

= Furopean Union  =—Germany = Greece Portugal

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

2014

2015

2016

2017

2018

2019

2020



The Greek economy: Converging and Diverging
within the European Context

GDP per capita
(in 2014 US dollars and PPP adjusted
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AGreece 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]
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At minimum,
Phase Il costs

annually 7.9 ppts
or ca. €18bn

65

Poiicy, IGE Unicamp seminar, June 25
2019

Annual loss 25.5%
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Greek recession compared to the Portuguese and tt
SpaniShSource: Eurobank, Research Department, 2014)
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But, Greece was a rapidly growing economy with higher
growth rates than the Eurozone for almost 15
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Greek economy In the period (1924007). High
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systemic hysteresisagsand missing linkg in the
linkage of the system of production and business
with knowledge, technology and innovation.

AVerylimited national R&D investmentlespite the
fact ofimproving performance and visible
presence of Greek research groups at the EU level.

ANot 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.



Greek economy In the perlod (192007): High
growth but lowerd | Yy 2 ¢ @ toiténg.Sa@nt..)

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

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

Survey].

AEconomic growth faster than the change in
attitudes and mindsets.



Main Macroeconomic Figures

(unless otherwise stated, %

annual change) 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*
GDP 03 43 55 91 -73 32 07 04 -02 15 1.9 2.0
Unemployment (% 78 96 127 179 245 275 268 249 236 215 201 184
labour force)
General Government -80 -156 -121 -112 90 -122 -16 59 05 038 0.6 0.6
Balance! (% GDP)
Current Account -151 -123 -114 -10 -38 -20 ~-16 08 -1,7 -1.8 -0.2 -0.2
Balance
(% GDP)
HICP 4.2 1.3 4.7 31 1.0 09 -1.0 11 00 11 0.7 1.3
Gross Fixed Capital -72 -139 -193 -205 -235 -84 -4.7 07 47 9.1 -122  10.1

Formation



Investment collapses
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u Highest investment level in007 €65.0bn)
Highest level of investment as¥aof GDP in the same ye@t5.9%)
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Investmentsextremely low, unemployment extremely
high

Fixed Investments (% of GDP) Unemployment Rate (% of labour force)
30% 30%
mmm Greece
mmm Greece
0 —e—Euro Area
25% 25% —e—Euro Area
21,0%
20% 20%
15% 15%
1,1%
10% 10%
5% 5%
0% 0%
5D O X O O A DO QO DA D™ 90 A W
’\90 ’190 q9° ’190 f&o ’190 ’90 ,\90 '\90 ’19'\, ’19'\, f&'\, %0'» ,19'\, ,19"’ ’19'\, ’\9'\, ’\9'\, 3

SourceEurostatELSTAT

oymenthasdecreasedbut remainsat veryhighlevelb




Wages Level
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Corporate investment

Corporatelnvestment as % of GDP

18

16 //\

14 \ N N A a==Greece
—Italy
—Portugal

Spain

—EU

4 I I

1980 1985 1990 1995 2000 2005 2010 2015

ACorporate investment in Greece has been relatively, low
ABut total investment (incl. housing) is comparable to EU average!

Alt rose significantly in the runp to Euro entrybut dropped again
during the crisis
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Foreign Direct Investment (% GDP)

40
35
30
25
20
15
10

2000
2001
2002
2003

Ireland =—— Greece=— Spain===Portugal-— Germany

*Ireland: 81.7% ofGDP

Source:Eurostat

2004

2005

2006

2007

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

2019

2008

2009

2010

2011

2012

2013

2014

2015*

2016

2017

FDI(% GDPp

20002008 20092017

Germany 3.0% 1.8%

Ireland 16.%% 29.8%

Greece 0.7% 1.0%

Spain 4.2% 2.2%

3.7% 4.5%

Portugal




Infrastructure
Greece Is lagging behin@ut compared to other pillars of

comgetitivenessg’t IS generallx well glacedKex weaknesses

remain
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Fixed investments continue to lack momentum, despite
their productive restructuring during the crisis

Contribution to Fixed Investments by Contribution to Total Investments
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A Gradual shift from investments in dwellings towards investmeintsransportation,
machinery & equipment and other constructions

A Fixed investments still significantly lag behind the Euro Area ave(aggl1%of GDPin
2018,10ppts below EA average

A Large contribution by change in inventori¢statistical adjustment} crucial factor affecting
tetal imvestmenttrend during2014z 2018 éxcept2017)



Governmentxpenditure Spending,
Primary Balanc&oGDRB

70 6
60 &

2
50

0
40 ~ - - _2
30 -4

6
20

-8
10 38

0 12

O H OV & & &
OO LN AT S TA )
AR
—— General Government expenditure (left axis)

General Government revenue (left axis)

Primary Balance (right axis)

Source Eurostat

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



A relatively closed economy
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Exports of goods
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U Change in the valuef exports 2007-2018: +731%
.U Change in the volumef exports 2007%-2018: +76.9%
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Products with thelargestexport share

Excluding petroleum products, Aluminum has the biggest share in
Manufacturing exports, with an average value@f5 bn. during201517

Petroleumproducts 76934 35.2%

Fruitsand vegetables 10313 4.7% 7.3%

Oilsand fats 6874 3.1% 4.9%
5 Dairyand cheese products 5625 2.6% 4.0%

Tobaccaroducts 296.2 1.4% 2.1%

Cement 2183 1.0% 1.5%

Steeltubes 1.0%

2085 1.5%




Labor participation rate in Greece has been lower

than peers across time

LabourParticipation Rate for population agel5-64 years old

Greece and thézuro Area2001-2017
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Participation rate is particularly low among women (60%) and yo

EU countries2017

Italy
Croatia
Romania
Belgium
Greece 68%
Poland
Luxembourg
Malta
Hungary
Bulgaria

France

OECD average 72%

Slovakia
Ireland

EU28 average 74%
Cyprus
Slovenia
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Spain

Czech Republic
Lithuania
Austria
Finland
Latvia
Germany
UK

Estonia
Denmark
Netherlands
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Switzerland

60% 65% 70% 75% 80% 85%

adults up to 25 years old (25%)




End of the programs, August 201Brospect®

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

AEliminationof trade deficits
Primarily through reduction in importsSustainable?

ACompetitiveness has been restored
Primarily, through decrease in unlibor cost.

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

AGreece has stayed in the eurone.
But why was this even put on the table?

Department of Science and Technology
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The position of Greek economy based tire Global Competitiveness Indei the 28
World Economid-orum annual rankindor the period 19972018

WEF Global Competitiveness Index
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Rankings inMD 29

World Competitiveness Scoreboard
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Labour Productivity 30

Productivity (GDP per Person employed)
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Relative Unit Labor Cost 31

Relative Unit Labor Cost (2010 = 100)
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