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1.INTRODUCTION

Europe can be considered the cradle of the Western
civilization. Being known as “the old continent”,
several of its composing countries have spread its
culture, languages, and tradition to the whole world.
This, however, was not a smooth process - wars and
internal disputes marked this centuries-long process,
culminating in the Second World War, the largest
conflict in history. One of its aftermaths was the
necessity of creating a united Europe, based on an
economic alliance between its country members, to
avoid possible new conflicts. The initiative, born in
1958 as the European Economic Community (EEC),
with six country members, thrived and expanded its
role to further areas, aggregating more 22 members
since then. The name European Union (EU), adopted
in 1993, reflects this development, based on peace,

stability, and prosperity.

Currently, the Union is composed of 28 countries:
Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech
Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Hungary, Ireland, Italy, Latvia,
Lithuania, Luxembourg, Malta, Netherlands, Poland,
Portugal, Romania, Slovakia, Slovenia, Spain,
Sweden, and the United Kingdom. The euro (€), the
second most accepted currency internationally, is
the official currency of 19 out of 28 EU member
countries. These countries are collectively known as

the Eurozone.

As of 2017, the European Union’s GDP was US$ 17.3

trillion (~€14.4 trillion), being the second largest
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Figure 1. European Union Key Facts (Sources: EU and

Eurostat)

nominal GDP in the world. Besides that, the

European Union has an average Human
Development Index of 0.874, one of the highest in
the world, and shows equally high figures on trade

and GDP per capita.

This prosperous scenario, allied with the EU founding
principles, with institutions based on transparency
and democracy, is a fruitful ground for innovative
and state-of-the-art initiatives. Likewise, being a

single market means that people, goods, services,
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and money can move freely inside the European
Union's borders, strengthening the advantage to
businesses located within the Union. Besides that, as
an economic union, efforts to harmonize rules and
standards throughout all countries are taking place,
such as in e.g. education and health systems. This
strongly helps in reducing costs and bureaucracy
when transitioning from one country to another, for
instance, thus further solidifying the integration

between them.

Despite the economic union, the EU’s constituent
countries still maintain their autonomy to decide on
topics such as national tax systems, separate
national markets for some goods and services
(financial services, energy, transport), or varied e-
commerce standards. Such autonomy, plus the
diversity in economic and geographic conditions,
business practices, languages, and culture across

member countries leads to the need of

ICELAND

OR SR ALGERIA

understanding the specificities of each country in
order to plan the establishment of a business in the

EU, and to achieve a successful result from that.

About this report

The ENRICH in Brazil Report “Facts & Figures: Get to
know the European Union and its Innovative
Industries” has been prepared to provide an
overview of the EU and its business milieu. It
presents general information about the EU and its
constituent countries, as well as information on
cultural, political, economic, and financial conditions.
Moreover, it provides more detailed knowledge on
the Union’s most relevant industries, and on how to
benefit from this scenario by establishing businesses

and partnerships with European institutions.

RUSSIA

® pacta o

Figure 2: Location of the European Union’s Constituent Countries (Source: Mapchart.net)
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2. INDIVIDUAL FACTS AND FIGURES

Austria

Capital: Vienna
Official EU language(s): German

Currency: euro. Euro area member since 1 January
1999

Political system?: Federal parliamentary republic with
a head of government - the chancellor - and a head

of state - the president.

Research and Development expenditure in 2016 (%

of GDP)% 3.09%

GDP composition (2017 est.)3: agriculture 1.2%, in-
dustry 28.4%, services 70.4%

Overview3: Austria is a well-developed market econ-
omy with skilled labour force and high standard of
living. It is closely tied to other EU economies, espe-
cially Germany's, but also the US', its third-largest
trade partner. Its economy features a large service
sector, a sound industrial sector, and a small, but

highly developed agricultural sector.

Austrian economic growth has strengthened, with a
2.9% increase in GDP in 2017. Austrian exports, ac-
counting for around 60% of the GDP, were up 8.2%
in 2017. Austria’'s unemployment rate fell by 0.3 p.p.
to 5.5% in 2017, which is low by European standards,
but still at its second highest rate since the end of
World War ll, driven by an increased number of refu-

gees and EU migrants entering the labour market.

Austria's fiscal position compares favourably with

other euro-zone countries. The budget deficit stood

6

atalow 0.7% of GDP in 2017 and public debt declined
again to 78.4% of GDP in 2017, after reaching a post-
war high 84.6% in 2015. The Austrian government
has announced it will balance the fiscal budget in
2019. Several external risks, such as Austrian banks'
exposure to Central and Eastern Europe, the refugee
crisis, and continued unrest in Russia/Ukraine, have
eased in 2017, but are still a factor for the Austrian
economy. Exposure to the Russian banking sector
and a deep energy relationship with Russia present

additional risks.

Austria elected a new pro-business government in
October 2017 that campaigned on promises to re-
duce bureaucracy, improve public sector efficiency,
reduce labour market protections, and provide posi-

tive investment incentives.

Belgium

Capital: Brussels
Official EU language(s): Dutch, French and German

Currency: euro. Euro area member since 1 January

1999.

Political system?: Federal constitutional monarchy in
which the king is the head of state and the prime
minister is the head of government in a multi-party

system.

Research and Development expenditure in 2016 (%

of GDP)?: 2.49%
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GDP composition (2017 est.)3: agriculture 0.7%; in-
dustry 21.8%, services 77.5%

Overview3: Belgium's central geographic location and
highly developed transport network have helped de-
velop a well-diversified economy, with a broad mix of
transport, services, manufacturing, and high tech.
Service and high-tech industries are concentrated in
the northern Flanders region while the southern re-
gion of Wallonia is home to industries like coal and
steel manufacturing. Belgium is completely reliant
on foreign sources of fossil fuels, and the planned
closure of its seven nuclear plants by 2025 should in-
crease its dependence on foreign energy. Its role as
a regional logistical hub makes its economy vulnera-
ble to shifts in foreign demand, particularly with EU
trading partners. Roughly three-quarters of Bel-
gium'’s trade is with other EU countries, and the port
of Zeebrugge conducts almost half its trade with the
United Kingdom alone, leaving Belgium’s economy
vulnerable to the outcome of negotiations on the

UK’s exit from the EU.

Belgium'’s GDP grew by 1.7% in 2017 and the budget
deficit was 1.5% of GDP. Unemployment stood at
7.3%, however the unemployment rate is lower in
Flanders than Wallonia, 4.4% compared to 9.4%, be-
cause of industrial differences between the regions.
The economy largely recovered from the March 2016
terrorist attacks that mainly impacted the Brussels
region tourist and hospitality industry. Prime Minis-
ter Charles Michel's center-right government has
pledged to further reduce the deficit in response to
EU pressure to decrease Belgium'’s high public debt
of about 104% of GDP, but such efforts could also

dampen economic growth. In addition to restrained

7

public spending, low wage growth and higher infla-
tion promise to curtail a more robust recovery in pri-

vate consumption.

The government has pledged to pursue a reform
program to improve Belgium's competitiveness, in-
cluding changes to labour market rules and welfare
benefits. These changes have generally made Bel-
gian wages more competitive regionally, but risk
worsening tensions with trade unions and triggering
extended strikes. In 2017, Belgium approved a tax re-
form plan to ease corporate rates from 33% to 29%
by 2018 and down to 25% by 2020. The tax plan also
included benefits for innovation and SMEs, intended

to spur competitiveness and private investment.

Bulgaria
Capital: Sofia
Official EU language(s): Bulgarian

Currency: Bulgarian lev (BGN). Bulgaria has commit-
ted to adopt the euro once it fulfils the necessary

conditions.

Political system?: Parliamentary republic. The head of
government - the prime minister - holds the most
powerful executive position. The head of state - the
president - primarily holds representative powers as

well as limited veto powers.

Research and Development expenditure in 2016 (%

of GDP)?: 0.78%

GDP composition (2017 est.)®: agriculture 4.3%; in-
dustry 28.0%, services 67.7%
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Overview3: Bulgaria, a former communist country
that entered the EU in 2007, has an open economy
that historically has demonstrated strong growth,
but its per-capita income remains the lowest among
EU members and its reliance on energy imports and
foreign demand for its products makes its growth

sensitive to external market conditions.

The government undertook significant structural
economic reforms in the 1990s to move the economy
from a centralized, planned economy to a more lib-
eral, market-driven economy. These reforms in-
cluded privatization of state-owned enterprises, lib-
eralization of trade, and strengthening of the tax sys-
tem - changes that initially caused some economic
hardships but later helped to attract investment,
spur growth, and make gradual improvements to liv-
ing conditions. From 2000 through 2008, Bulgaria
maintained robust, average annual real GDP growth
in excess of 6%, which was followed by a deep reces-
sion in 2009 as the financial crisis caused domestic
demand, exports, capital inflows and industrial pro-
duction to contract, prompting the government to
rein in spending. Real GDP growth remained slow -
less than 2% annually - until 2015, when demand
from EU countries for Bulgarian exports, plus an in-
flow of EU development funds, boosted growth to
more than 3%. In recent years, strong domestic de-
mand combined with low international energy prices
have contributed to Bulgaria's economic growth ap-
proaching 4% and have also helped to ease inflation.
Bulgaria’'s prudent public financial management con-

tributed to budget surpluses both in 2016 and 2017.

Croatia

Capital: Zagreb

Official EU language(s): Croatian

Currency: Croatian Kuna (HRK). Croatia has commit-
ted to adopt the euro once it fulfils the necessary

conditions.

Political system™: Parliamentary republic in which the
head of government - the prime minister - and the
head of state - the president - represent the execu-

tive power and the state at home and abroad.

Research and Development expenditure in 2016 (%

of GDP)?: 0.85%

GDP composition (2017 est.)3: agriculture 3.3%; in-
dustry 34.3%, services 62.9%

Overview3: Though still one of the wealthiest of the
former Yugoslav republics, Croatia’s economy suf-
fered badly during the 1991-95 war. The country's
output during that time collapsed, and Croatia
missed the early waves of investment in Central and
Eastern Europe that followed the fall of the Berlin
Wall. Between 2000 and 2007, however, Croatia's
economic fortunes began to improve with moderate
but steady GDP growth between 4% and 6%, led by a
rebound in tourism and credit-driven consumer
spending. Inflation over the same period remained

tame and the currency, the kuna, stable.

Croatia experienced an abrupt slowdown in the
economy in 2008; economic growth was stagnant or
negative in each year between 2009 and 2014, but
has picked up since the third quarter of 2014, ending

2017 with an average of 2.8% growth. Challenges re-
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main including uneven regional development, a chal-
lenging investment climate, an inefficient judiciary,
and “brain drain” of educated young professionals
seeking higher salaries elsewhere in the EU. In 2016,
Croatia revised its tax code to stimulate growth from
domestic consumption and foreign investment. In-
come tax reduction began in 2017, and in 2018 vari-
ous business costs were removed from income tax
calculations. At the start of 2018, the government an-
nounced its economic reform plan, slated for imple-

mentation in 2019.

Tourism is one of the main pillars of the Croatian
economy, comprising 19.6% of Croatia's GDP. Croatia
is working to become a regional energy hub, and is
undertaking plans to open a floating liquefied natu-
ral gas (LNG) regasification terminal by the end of
2019 or early in 2020 to import LNG for re-distribu-

tion in southeast Europe.

Cyprus

Capital: Nicosia Ry

Official EU language(s): Greek

Currency: euro. Euro area member since 1 January

2008

Political system™: Presidential republic. The president
is both head of state and government. Despite join-
ing the EU as a de facto divided island, the whole of

Cyprus is EU territory.

Research and Development expenditure in 2016 (%

of GDP)2 0.5%

GDP composition (2017 est.)®: agriculture 2.3%; in-
dustry 11.0%, services 86.8%

Overview3: The area of the Republic of Cyprus under
government control has a market economy domi-
nated by a services sector that accounts for more
than four-fifths of GDP. Tourism, finance, shipping,
and real estate have traditionally been the most im-
portant services. Cyprus has been a member of the
EU since May 2004 and adopted the euro as its na-

tional currency in January 2008.

During the first five years of EU membership, the Cy-
prus economy grew at an average rate of about 4%,
with unemployment between 2004 and 2008 averag-
ing about 4%. However, the economy tipped into re-
cession in 2009 as the ongoing global financial crisis
and resulting low demand hit the tourism and con-
struction sectors. Following numerous downgrades
of its credit rating, Cyprus lost access to international
capital markets in May 2011. In July 2012, Cyprus be-
came the fifth euro-zone government to request an
economic bailout program from the European Com-
mission, European Central Bank and the Interna-
tional Monetary Fund - known collectively as the

"Troika."

Shortly after the election of President Nikos Anasta-
siades in February 2013, Cyprus reached an agree-
ment with the Troika on a € 10.8 billion bailout that
triggered a two-week bank closure and the imposi-
tion of capital controls that remained partially in
place until April 2015. Cyprus' two largest banks
merged and the combined entity was recapitalized

through conversion of some large bank deposits to
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shares and imposition of losses on bank bondhold-
ers. As with other EU countries, the Troika condi-
tioned the bailout on passing financial and structural
reforms and privatizing state-owned enterprises. De-
spite downsizing and restructuring, the Cypriot finan-
cial sector remains burdened by the largest stock of
non-performing loans in the euro zone, equal to
nearly half of all loans. Since the bailout, Cyprus has
received positive appraisals by the Troika and out-
performed fiscal targets but has struggled to over-
come political opposition to bailout-mandated legis-
lation, particularly regarding privatizations. Cyprus
emerged from recession in 2015 and its economy
grew 1.5% for the year, setting a positive tone for the
scheduled end of the bailout program in March 2016.
Growth recovered to 2.8% in 2016 and 3.4% in 2017,
while unemployment dropped to 11.8%. The rate of
non-performing loans (NPLs) is still very high at
around 49%, and growth would accelerate if Cypriot
banks could increase the pace of resolution of the

NPLs.

Czech Republic
Capital: Prague
Official EU language(s): Czech

Currency: Czech koruna (CZK). Czech Republic is cur-

rently preparing to adopt the euro.

Political system?: Parliamentary republic with a head
of government - the prime minister - and a head of
state - the president. The country was formed in
1993, after Czechoslovakia was split into the Czech

Republic and Slovakia.
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Research and Development expenditure in 2016 (%

of GDP)% 1.68%

GDP composition (2017 est.)?: agriculture 2.5%; in-
dustry 37.8%, services 59.7%

Overview3: The Czech Republic - also known as
Czechia - is a prosperous market economy that
boasts one of the highest GDP growth rates and low-
est unemployment levels in the EU, but its depend-
ence on exports makes economic growth vulnerable
to contractions in external demand. Czech Republic's
exports comprise some 80% of GDP and largely con-
sist of automobiles, the country's single largest in-
dustry. Czech Republic acceded to the EU in 2004 but
has yet to join the euro-zone. While the flexible ko-
runa helps the Czech Republic weather external
shocks, it was one of the world's strongest perform-
ing currencies in 2017, appreciating approximately
16% relative to the US dollar after the central bank
(Czech National Bank - CNB) in early April ended its
cap on the currency's value, which it had maintained
since November 2013. The CNB hiked rates in August
and November 2017 - the first rate changes in nine
years - to address rising inflationary pressures
brought by strong economic growth and a tight la-

bour market.

After slowly recovering from a steep recession in
2009, the Czech economy again fell into recession in
2012 and 2013 because of a slump in demand within
the EU and government austerity measures. Inflows
of EU development funds underpinned a rebound in
2014-15, with GDP growth reaching 4.5% in 2015, fol-
lowed by a slowdown in 2016 largely due to a cyclical

lag in EU funding in connection with a new EU budget
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cycle. The Czech economy was one of the EU's best
performers in 2017, with broad-based growth of
nearly 4.5% and an unemployment rate of 2.8%, one

of the lowest rates in the EU.

In 2016, the Czech economy figured in 10t place in
the Economic Complexity Index (ECI) ranking*, what
measures the knowledge intensity of an economy by
considering the knowledge intensity of the products
it exports. This illustrates the key position of the
Czech economy inside the European Union and in

the world.

Denmark

Capital: Copenhagen

Official EU language(s): Danish

Currency: Danish krone (DKK). Denmark has negoti-

ated of an opt-out from the euro and thus is not

obliged to introduce it.

Political system™. Constitutional monarchy. It has a
representative parliamentary system with a head of
government - the prime minister - and a head of state
- the monarch - who officially retains executive
power, although duties are strictly representative
and ceremonial. The kingdom also comprises 2 au-
tonomous constituent countries in the Atlantic, nei-
ther of which are EU members: the Faroe Islands and

Greenland.

Research and Development expenditure in 2016 (%

of GDP)2 2.87%

GDP composition (2017 est.)3: agriculture 1.1%; in-
dustry 23.7%, services 75.2%
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Overview3: This thoroughly modern market economy
features advanced industry with world-leading firms
in pharmaceuticals, maritime shipping, and renewa-
ble energy, and a high-tech agricultural sector. Danes
enjoy a high standard of living, and the Danish econ-
omy is characterized by extensive government wel-
fare measures and an equitable distribution of in-

come. An aging population will be a long-term issue.

Denmark’s small open economy is highly dependent
on foreign trade, and the government strongly sup-
ports trade liberalization. Denmark is a net exporter
of food, oil, and gas and enjoys a comfortable bal-
ance of payments surplus, but depends on imports

of raw materials for the manufacturing sector.

Denmark is a member of the EU but not the euro-
zone. Despite previously meeting the criteria to join
the European Economic and Monetary Union, Den-
mark has negotiated an opt-out with the EU and is

not required to adopt the euro.

Denmark is experiencing a modest economic expan-
sion. The economy grew by 2.0% in 2016 and 2.1% in
2017. The expansion is expected to decline slightly in
2018. Unemployment stood at 5.5% in 2017, based
on the national labour survey. The labour market
was tight in 2017, with corporations experiencing
some difficulty finding appropriately-skilled workers
to fill billets. The Danish Government offers exten-
sive programs to train unemployed persons to work

in sectors that need qualified workers.

Denmark maintained a healthy budget surplus for
many years up to 2008, but the global financial crisis
swung the budget balance into deficit. Since 2014 the

balance has shifted between surplus and deficit. In
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2017 there was a surplus of 1.0%. The government
projects a lower deficitin 2018 and 2019 of 0.7%, and
public debt (EMU debt) as a share of GDP is expected
to decline to 35.6% in 2018 and 34.8% in 2019. The
Danish Government plans to address increasing mu-
nicipal, public housing and integration spending in

2018.

Estonia

Capital: Tallinn

Official EU language(s): Estonian
Currency: euro. Euro area member since 1 January

2011

Political system': parliamentary republic. Its head of
government - the prime minister - is nominated by
the president and approved by parliament. He or she
is in charge of the executive power vested in govern-

ment.

Research and Development expenditure in 2016 (%

of GDP)% 1.28%

GDP composition (2017 est.)3: agriculture 3.4%; in-
dustry 27.8%, services 68.8%

Overview?: Estonia, a member of the EU since 2004
and the euro zone since 2011, has a modern market-
based economy and one of the higher per capita in-
come levels in Central Europe and the Baltic region,
but its economy is highly dependent on trade, leav-
ing it vulnerable to external shocks. Estonia's succes-
sive governments have pursued a free market, pro-
business economic agenda, and sound fiscal policies
that have resulted in balanced budgets and the low-

est debt-to-GDP ratio in the EU.
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The economy benefits from strong electronics and
telecommunications sectors and strong trade ties
with Finland, Sweden, Germany, and Russia. The
economy’s 4.9% GDP growth in 2017 was the fastest
in the past six years, leaving the Estonian economy in
its best position since the financial crisis 10 years
ago. For the first time in many years, labour produc-
tivity increased faster than labour costs in 2017. In-
flation also rose in 2017 to 3.5% alongside increased
global prices for food and energy, which make up a

large share of Estonia’s consumption basket.

Estonia is challenged by a shortage of labour, both
skilled and unskilled (although the government has
amended its immigration law to allow easier hiring of
highly qualified foreign workers), and wage growth
that outpaces productivity gains. The government is
also pursuing efforts to boost productivity growth
with a focus on innovations that emphasize technol-

ogy start-ups and e-commerce.

Finland

Capital: Helsinki

Official EU language(s): Finnish, Swedish
Currency: euro. Euro area member since 1 January

1999

Political system?: Parliamentary republic with a head
of government - the prime minister - and a head of

state - the president.

Research and Development expenditure in 2016 (%

of GDP)% 2.75%

GDP composition (2017 est.)3: agriculture 2.7%; in-
dustry 27.8%, services 69.5%
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Overview3: Finland has a highly industrialized, largely
free-market economy with per capita GDP almost as
high as that of Austria and the Netherlands and
slightly above that of Germany and Belgium. Trade is
important, with exports accounting for over one-
third of GDP in recent years. The government is open
to, and actively takes steps to attract, foreign direct

investment.

Finland is historically competitive in manufacturing,
particularly in the wood, metals, engineering, tele-
communications, and electronics industries. Finland
excels in export of technology as well as promotion
of startups in the information and communications
technology, gaming, cleantech, and biotechnology
sectors. Except for timber and several minerals, Fin-
land depends on imports of raw materials, energy,
and some components for manufactured goods. Be-
cause of the cold climate, agricultural development
is limited to maintaining self-sufficiency in basic
products. Forestry, an important export industry,
provides a secondary occupation for the rural popu-

lation.

Finland had been one of the best performing econo-
mies within the EU before 2009 and its banks and fi-
nancial markets avoided the worst of global financial
crisis. However, the world slowdown hit exports and
domestic demand hard in that year, causing Finland's
economy to contract from 2012 to 2014. The reces-
sion affected general government finances and the
debt ratio. The economy returned to growth in 2016,
posting a 1.9% GDP increase before growing an esti-
mated 3.3% in 2017, supported by a strong increase

in investment, private consumption, and net exports.
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GDP is expected to grow a rate of 2-3% in the next

few years.

France

Capital: Paris

Official EU language(s): French

Currency: euro. Euro area member since 1 January

1999

Political system’: Semi-presidential republic with a
head of government - the prime minister - appointed
by the president who is the directly elected head of
state. France’s territory consists of 18 administrative
regions - 13 metropolitan (i.e. European France) and
5 overseas regions. All 5 of the overseas regions, as
well as Saint-Martin (a French territory in the Carib-
bean) are considered part of the EU (with the status

of outermost region).

Research and Development expenditure in 2016 (%

of GDP)Z 2.25%

GDP composition (2017 est.)3: agriculture 2.0%; in-
dustry 20.1%, services 77.9%

Overview3: The French economy is diversified across
all sectors. The government has partially or fully pri-
vatized many large companies, including Air France,
France Telecom, Renault, and Thales. However, the
government maintains a strong presence in some
sectors, particularly power, public transport, and de-
fence industries. France is the most visited country in
the world with 89 million foreign tourists in 2017.
France's leaders remain committed to a capitalismin

which they maintain social equity by means of laws,
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tax policies, and social spending that mitigate eco-

nomic inequality.

France's real GDP grew by 1.9% in 2017, up from
1.2% the year before. The unemployment rate (in-
cluding overseas territories) increased from 7.8% in
2008 to 10.2% in 2015, before falling to 9.0% in 2017.
Youth unemployment in metropolitan France de-
creased from 24.6% in the fourth quarter of 2014 to
20.6% in the fourth quarter of 2017.

France’s public finances have historically been
strained by high spending and low growth. In 2017,
the budget deficitimproved to 2.7% of GDP, bringing
it in compliance with the EU-mandated 3% deficit tar-
get. Meanwhile, France's public debt rose from 89.5%

of GDP in 2012 to 97% in 2017.

Since entering office in May 2017, President Emman-
uel Macron launched a series of economic reforms to
improve competitiveness and boost economic
growth. President Macron campaigned on reforming
France's labour code and in late 2017 implemented a
range of reforms to increase flexibility in the labour
market by making it easier for firms to hire and fire
and simplifying negotiations between employers and
employees. In addition to labour reforms, President
Macron's 2018 budget cuts public spending, taxes,
and social security contributions to spur private in-
vestment and increase purchasing power. The gov-
ernment plans to gradually reduce corporate tax rate

for businesses from 33.3% to 25% by 2022.

14

Germany

Capital: Berlin

Official EU language(s): German
Currency: euro. Euro area member since 1 January

1999

Political system: Federal parliamentary republic with
a head of government - the chancellor - and a head
of state - the president - whose primary responsibili-

ties are representative.

Research and Development expenditure in 2016 (%

of GDP)?: 2.94%

GDP composition (2017 est.)3: agriculture 0.6%; in-
dustry 30.1%, services 69.3%

Overview3: The German economy - the fifth largest
economy in the world in PPP terms and Europe's
largest - is a leading exporter of machinery, vehicles,
chemicals, and household equipment and benefits
from a highly skilled labour force. Like its Western Eu-
ropean neighbours, Germany faces significant demo-
graphic challenges to sustained long-term growth.
Low fertility rates and a large increase in net immi-
gration are increasing pressure on the country's so-
cial welfare system and necessitate structural re-

forms.

Reforms launched by the government of Chancellor
Gerhard Schréder (1998-2005), deemed necessary to
address chronically high unemployment and low av-
erage growth, contributed to strong economic
growth and falling unemployment. These advances,
as well as a government subsidized, reduced working

hour scheme, help explain the relatively modest in-
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crease in unemployment during the 2008-09 reces-
sion - the deepest since World War Il. The German
Government introduced a minimum wage in 2015

that increased to $9.79 (8.84 euros) in January 2017.

Stimulus and stabilization efforts initiated in 2008
and 2009 and tax cuts introduced in Chancellor An-
gela Merkel's second term increased Germany's total
budget deficit - including federal, state, and munici-
pal -to 4.1% in 2010, but slower spending and higher
tax revenues reduced the deficit to 0.8% in 2011 and
in 2017 Germany reached a budget surplus of 0.7%.
A constitutional amendment approved in 2009 limits
the federal government to structural deficits of no
more than 0.35% of GDP per annum as of 2016,
though the target was already reached in 2012. Do-
mestic consumption, investment, and exports are
likely to drive German GDP growth in 2018, and the
country's budget and trade surpluses are likely to re-

main high.

Greece

Capital: Athens

L=

Currency: euro. Euro area member since 1 January

Official EU language(s): Greek

2001

Political system’: parliamentary republic with a head
of government - the prime minister - who has the
most political power, and the head of state - the pres-
ident - whose duties are largely ceremonial. The ex-

ecutive power is exercised by the government.

Research and Development expenditure in 2016 (%

of GDP)2: 1.01%
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GDP composition (2017 est.)®: agriculture 4.0%; in-
dustry 16.0%, services 80.0%

Overview3: Greece has a capitalist economy with a
public sector accounting for about 40% of GDP and
with per capita GDP about two-thirds that of the lead-
ing euro-zone economies. Tourism provides 18% of
GDP. Immigrants make up nearly one-fifth of the
work force, mainly in agricultural and unskilled jobs.
Greece is a major beneficiary of EU aid, equal to

about 3.3% of annual GDP.

The Greek economy averaged growth of about 4%
per year between 2003 and 2007, but the economy
went into recession in 2009 as a result of the world
financial crisis, tightening credit conditions, and Ath-
ens' failure to address a growing budget deficit. By
2013, the economy had contracted 26%, compared
with the pre-crisis level of 2007. Economic issues
prompted major credit rating agencies to downgrade
Greece's international debt rating in late 2009 and
led the country into a financial crisis. Under intense
pressure from the EU and international market par-
ticipants, the government accepted a bailout pro-
gram that called on Athens to cut government spend-
ing, decrease tax evasion, overhaul the civil-service,
health-care, and pension systems, and reform the la-

bour and product markets.

The IMF and euro-zone governments provided
Greece emergency short- and medium-term loans
worth €110 billion so that the country could make
debt repayments to creditors. Greece, however,
struggled to meet the targets set by the EU and the

IMF, especially after Eurostat - the EU's statistical of-
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fice - revised upward Greece's deficit and debt num-
bers for 2009 and 2010. European leaders and the
IMF agreed in October 2011 to provide Athens a sec-
ond bailout package of €130 billion, including €48 bil-
lion to ensure the Greek banking system was ade-

quately capitalized.

In 2014, the Greek economy began to turn the corner
on the recession. Greece achieved three significant
milestones: balancing the budget - not including debt
repayments; issuing government debt in financial
markets for the first time since 2010; and generating
0.7% GDP growth — the first economic expansion
since 2007. In 2017, Greece saw improvements in
GDP and unemployment, and reduced its deficit to
1.3%. However, unfinished economic reforms, a mas-
sive non-performing loan problem, and ongoing un-
certainty regarding the political direction of the coun-

try hold the economy back.

Hungary

Capital: Budapest

Official EU language(s): Hungarian

Currency: Hungarian Forint (HUF). Hungary is cur-

rently preparing to adopt the euro.

Political system’: parliamentary republic with a head
of government - the prime minister - who exercises
executive power and a head of state - the president -

whose primary responsibilities are representative.

Research and Development expenditure in 2016 (%

of GDP)%: 1.21%

GDP composition (2017 est.)3: agriculture 4.4%; in-
dustry 30.9%, services 64.7%
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Overview3: Hungary has transitioned from a centrally
planned to a market-driven economy with a per cap-
ita income approximately two-thirds of the EU-28 av-
erage. Since 2010 however, the government has be-
come more involved in managing the economy. Bu-
dapest has implemented unorthodox economic pol-
icies to maintain fiscal balance, as well as a six-year
wage increase plan to boost household consump-
tion. Economic growth depends highly on exports,
making Hungary vulnerable to external market

shocks.

Following the fall of communism in 1990, Hungary
experienced a drop-off in exports and financial assis-
tance from the former Soviet Union. Hungary em-
barked on a series of economic reforms, including
privatization of state-owned enterprises and reduc-
tion of social spending programs, to shift from a cen-
trally planned to a market-driven economy, and to
reorient its economy towards trade with the West.
These efforts helped to spur growth, attract invest-
ment, and reduce Hungary's debt burden and fiscal
deficits. Despite these reforms, living conditions for
the average Hungarian initially deteriorated as infla-
tion increased and unemployment reached double
digits. Conditions slowly improved over the 1990s as
the reforms came to fruition and export growth ac-
celerated. Economic policies instituted during that
decade helped position Hungary to join the Euro-
pean Union in 2004. Hungary has not yet joined the
euro-zone. Hungary suffered a historic economic
contraction as a result of the global economic slow-
down in 2008-09 as export demand and domestic
consumption dropped, prompting it to take an IMF-

EU financial assistance package.
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Hungary's public debt (at 74.5% of GDP) is still high
compared to EU peers in Central Europe. Real GDP
growth has been robust in the past few years due to
increased EU funding, higher EU demand for Hungar-
ian exports, and a rebound in domestic household
consumption. To further boost household consump-
tion ahead of the 2018 election, the government em-
barked on a six-year phased increase to minimum
wages and public sector salaries, decreased taxes on
foodstuffs and services, cut the personal income tax
from 16% to 15%, and implemented a uniform 9%
business tax for small and medium-sized enterprises
and large companies. Real GDP growth slowed in
2016 due to a cyclical decrease in EU funding, but in-
creased to 3.8% in 2017 as the government pre-fi-
nanced EU funded projects ahead of the 2018 elec-

tion.

Ireland

Capital: Dublin

Official EU language(s): Irish, English
Currency: euro. Euro area member since 1 January

1999

Political system™: parliamentary republic consisting
of 26 counties. The head of government - the prime
minister - is appointed by the president after nomi-
nation by the Lower House (Dail) and exercises exec-
utive power. The head of state - the president -

mostly has ceremonial powers.

Research and Development expenditure in 2016 (%

of GDP)Z 1.18%
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GDP composition (2017 est.)®: agriculture 1.0%; in-
dustry 38.2%, services 60.7%

Overviews3: Ireland is a small, modern, trade-depend-
ent economy. GDP growth averaged 6% in 1995-
2007, but economic activity dropped sharply during
the world financial crisis and the subsequent col-
lapse of its domestic property market and construc-
tion industry during 2008-11. Faced with sharply re-
duced revenues and a burgeoning budget deficit
from efforts to stabilize its fragile banking sector, the
Irish Government introduced the first in a series of

draconian budgets in 2009.

These measures were not sufficient to stabilize Ire-
land’s public finances. In 2010, the budget deficit
reached 32.4% of GDP - the world's largest deficit, as
a percentage of GDP. In late 2010, the former gov-
ernment agreed to a $92 billion loan package from
the EU and IMF to help Dublin recapitalize Ireland’s
banking sector and avoid defaulting on its sovereign
debt. In March 2011, the government intensified aus-
terity measures to meet the deficit targets under Ire-
land's EU-IMF bailout program. In late 2013, Ireland
formally exited the program, benefiting from its strict
adherence to deficit-reduction targets and success in
refinancing a large amount of banking-related debt.
In 2014, the economy rapidly picked up. In late 2014,
the government introduced a fiscally neutral budget,
marking the end of the austerity program. Continued
growth of tax receipts has allowed the government
to lower some taxes and increase public spending

while keeping to its deficit-reduction targets.

In 2015, GDP growth exceeded 26%. The magnitude

of the increase reflected one-off statistical revisions
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rather than real gains in the domestic economy,
which was nevertheless still growing. Growth moder-
ated to around 4.1% in 2017, but the recovering
economy assisted lowering the deficit to 0.6% of

GDP.

Ireland's low corporation tax of 12.5% and a talented
pool of high-tech laborers have been some of the key
factors in encouraging business investment. Loose
tax residency requirements made Ireland a common
destination for international firms seeking to pay less
taxes. In 2014, amid growing international pressure,
the Irish government announced it would phase in
more stringent tax laws, effectively closing a com-
monly used loophole. The Irish economy continued
to grow in 2017 and is forecast to do so through
2019, supported by a strong export sector, robust job
growth, and low inflation, to the point that the Gov-
ernment must now address concerns about over-

heating and potential loss of competitiveness.

Italy

Capital: Rome
Official EU language(s): Italian

Currency: euro. Euro area member since 1 January

1999

Political system': Parliamentary republic with a head
of government - the prime minister - appointed by
the president and a head of state - the president. The
Parliament is composed of 2 houses: the Chamber of

Deputies and the Senate of the Republic.

Research and Development expenditure in 2016 (%

of GDP)%: 1.29%
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GDP composition (2017 est.)®: agriculture 2.1%; in-
dustry 24.0%, services 73.9%

Overview3: Italy's economy comprises a developed
industrial north, dominated by private companies,
and a less-developed, highly subsidized, agricultural
south, with a legacy of unemployment and underde-
velopment. The Italian economy is driven in large
part by the manufacture of high-quality consumer
goods produced by small and medium-sized enter-
prises, many of them family-owned. Italy also has a
sizable underground economy, which by some esti-
mates accounts for as much as 17% of GDP. These
activities are most common within the agriculture,

construction, and service sectors.

Italy is the third-largest economy in the euro zone,
but its exceptionally high public debt and structural
impediments to growth have rendered it vulnerable
to scrutiny by financial markets. Public debt has in-
creased steadily since 2007, reaching 131% of GDP in
2017.

Investor concerns about Italy and the broader euro-
zone crisis eased in 2013, bringing down Italy's bor-
rowing costs on sovereign government debt from
euro-era records. The government still faces pres-
sure from investors and European partners to sus-
tain its efforts to address Italy's longstanding struc-
tural economic problems, including labour market
inefficiencies, a sluggish judicial system, and a weak
banking sector. Italy’'s economy returned to modest
growth in late 2014 for the first time since 2011. In
2015-16, Italy's economy grew at about 1% each year,
and in 2017 growth accelerated to 1.5% of GDP. In

2017, overall unemployment was 11.4%, but youth
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unemployment remained high at 37.1%. GDP growth

is projected to slow slightly in 2018.

Latvia
Capital: Riga
Official EU language(s): Latvian

Currency: euro. Euro area member since 1 January

2014

Political system?: Parliamentary republic with a head
of government - the prime minister - who chooses
the council of ministers and a head of state - the
president - who has a largely ceremonial role and

nominates the prime minister.

Research and Development expenditure in 2016 (%

of GDP)2: 0.44%

GDP composition (2017 est.)3: agriculture 3.2%; in-
dustry 21.6%, services 75.2%

Overviews?: Latvia is a small, open economy with ex-
ports contributing more than half of GDP. Due to its
geographical location, transit services are highly-de-
veloped, along with timber and wood-processing, ag-
riculture and food products, and manufacturing of
machinery and electronics industries. Corruption
continues to be an impediment to attracting foreign
direct investment and Latvia's low birth rate and de-
creasing population are major challenges to its long-

term economic vitality.

Latvia's economy experienced GDP growth of more
than 10% per year during 2006-07, but entered a se-
vere recession in 2008 as a result of an unsustainable

current account deficit and large debt exposure amid
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the slowing world economy. Triggered by the col-
lapse of its second largest bank, GDP plunged by
more than 14% in 2009 and, despite strong growth
since 2011, the economy took until 2017 return to
pre-crisis levels in real terms. Strong investment and
consumption, the latter stoked by rising wages,
helped the economy grow by more than 4% in 2017,
while inflation rose to 3%. Continued gains in com-
petitiveness and investment will be key to maintain-
ing economic growth, especially in light of unfavora-
ble demographic trends, including the emigration of
skilled workers, and one of the highest levels of in-

come inequality in the EU.

In the wake of the 2008-09 crisis, the IMF, EU, and
other international donors provided substantial fi-
nancial assistance to Latvia as part of an agreement
to defend the currency's peg to the euro in exchange
for the government's commitment to stringent aus-
terity measures. The IMF/EU program successfully
concluded in December 2011, although, the austerity
measures imposed large social costs. The majority of
companies, banks, and real estate have been privat-
ized, although the state still holds sizable stakes in a
few large enterprises, including 80% ownership of
the Latvian national airline. Latvia officially joined the
World Trade Organization in February 1999 and the
EU in May 2004. Latvia also joined the euro zone in

2014 and the OECD in 2016.
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Lithuania

Capital: Vilnius

Official EU language(s): Lithuanian

Currency: euro. Euro area member since 1 January

2015

Political system': Parliamentary republic with a head
of government - the prime minister - and a head of
state - the president - who appoints the prime minis-
ter. The Parliament is a single-chamber legislative

body.

Research and Development expenditure in 2016 (%

of GDP)2 0.85%

GDP composition (2017 est.)3: agriculture 3.3%; in-
dustry 28.5%, services 68.3%

Overviews; After the country declared independence
from the Soviet Union in 1990, Lithuania faced an in-
itial dislocation that is typical during transitions from
a planned economy to a free-market economy. Mac-
roeconomic stabilization policies, including privatiza-
tion of most state-owned enterprises, and a strong
commitment to a currency board arrangement led to
an open and rapidly growing economy and rising
consumer demand. Foreign investment and EU fund-
ing aided in the transition. Lithuania joined the WTO
in May 2001, the EU in May 2004, and the euro zone
in January 2015, and is now working to complete the
OECD accession roadmap it received in July 2015. In
2017, joined the OECD Working Group on Bribery, an

important step in the OECD accession process.

The Lithuanian economy was severely hit by the

2008-09 global financial crisis, but it has rebounded
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and become one of the fastest growing in the EU. In-
creases in exports, investment, and wage growth
that supported consumption helped the economy
grow by 3.6% in 2017. In 2015, Russia was Lithuania’s
largest trading partner, followed by Poland, Ger-
many, and Latvia; goods and services trade between
the US and Lithuania totalled $2.2 billion. Lithuania
opened a self-financed liquefied natural gas terminal
in January 2015, providing the first non-Russian sup-
ply of natural gas to the Baltic States and reducing
Lithuania's dependence on Russian gas from 100% to

approximately 30% in 2016.

Lithuania's ongoing recovery hinges on improving
the business environment, especially by liberalizing
labour laws, and improving competitiveness and ex-
port growth, the latter hampered by economic slow-
downs in the EU and Russia. In addition, a steady out-
flow of young and highly educated people is causing
a shortage of skilled labour, which, combined with a
rapidly aging population, could stress public finances

and constrain long-term growth.

Luxembourg

Capital: Luxembourg
Official EU language(s): French, German

Currency: euro. Euro area member since 1 January

1999.

Political system™: Parliamentary constitutional mon-
archy (Grand Duchy) with a head of government - the

prime minister - and a head of state - the Grand Duke
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- who has only formal rights. The government exer-
cises executive power. General elections take place

every 5 years.

Research and Development expenditure in 2016 (%

of GDP)% 1.24%

GDP composition (2017 est.)3: agriculture 0.2%; in-
dustry 11.9%, services 68.3%

Overview?: This small, stable, high-income economy
has historically featured solid growth, low inflation,
and low unemployment. Luxembourg, the only
Grand Duchy in the world, is a landlocked country in
northwestern Europe surrounded by Belgium,
France, and Germany. Despite its small landmass
and small population, Luxembourg is the second-
wealthiest country in the world when measured on a
gross domestic product (PPP) per capita basis. Lux-
embourg has one of the highest current account sur-
pluses as a share of GDP in the euro zone, and it
maintains a healthy budgetary position, with a 2017
surplus of 0.5% of GDP, and the lowest public debt

level in the region.

Since 2002, Luxembourg's government has proac-
tively implemented policies and programs to support
economic diversification and to attract foreign direct
investment. The government focused on key innova-
tive industries that showed promise for supporting
economic growth: logistics, information and commu-
nications technology (ICT); health technologies, in-
cluding biotechnology and biomedical research;
clean energy technologies, and more recently, space
technology and financial services technologies. The

economy has evolved and flourished, posting strong
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GDP growth of 3.4% in 2017, far outpacing the Euro-

pean average of 1.8%.

Luxembourg remains a financial powerhouse - the
financial sector accounts for more than 35% of GDP
- because of the exponential growth of the invest-
ment fund sector through the launch and develop-
ment of cross-border funds (UCITS) in the 1990s. Lux-
embourg is the world’s second-largest investment
fund asset domicile, after the US, with $4 trillion of

assets in custody in financial institutions.

Malta W

Capital: Valletta

Official EU language(s): Maltese, English

Currency: euro. Euro area member since 1 January

2008

Political system™: Single-chamber parliamentary re-
public with a head of government - the prime minis-
ter - and a head of state - the president - whose role

is largely ceremonial.

Research and Development expenditure in 2016 (%

of GDP)?: 0.61%

GDP composition (2017 est.)3: agriculture 1.3%; in-
dustry 10.6%, services 88.1%

Overview3: Malta's free market economy - the small-
est economy in the euro-zone - relies heavily on
trade in both goods and services, principally with Eu-
rope. Malta produces less than a quarter of its food
needs, has limited fresh water supplies, and has few

domestic energy sources. Malta's economy is de-
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pendent on foreign trade, manufacturing, and tour-
ism. Malta joined the EU in 2004 and adopted the

euro on 1 January 2008.

Malta has weathered the euro-zone crisis better than
most EU member states due to a low debt-to-GDP ra-
tio and financially sound banking sector. It maintains
one of the lowest unemployment rates in Europe,
and growth has fully recovered since the 2009 reces-
sion. In 2014 through 2016, Malta led the euro zone

in growth, expanding more than 4.5% per year.

Malta's services sector continues to grow, with sus-
tained growth in the financial services and online
gaming sectors. Advantageous tax schemes re-
mained attractive to foreign investors, though EU dis-
cussions of anti-tax avoidance measures have raised
concerns among Malta’s financial services and insur-
ance providers, as the measures could have a signif-
icant impact on those sectors. The tourism sector
also continued to grow, with 2016 showing record-
breaking numbers of both air and cruise passenger

arrivals.

Malta's GDP growth remains strong and is supported
by a strong labour market. The government has im-
plemented new programs, including free childcare,
to encourage increased labour participation. The
high cost of borrowing and small labour market re-
main potential constraints to future economic
growth. Increasingly, other EU and European mi-
grants are relocating to Malta for employment,
though wages have remained low compared to other

European countries. Inflation remains low.
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Netherlands

Capital: Amsterdam
Official EU language(s): Dutch

Currency: euro. Euro area member since 1 January

1999.

Political system': Parliamentary constitutional mon-
archy with a head of government - the prime minister
- and a head of state - the monarch. A council of min-
isters holds executive power. Besides 12 provinces,
the Netherlands also includes 6 overseas countries
and territories in the Caribbean. These territories are

not part of the EU.

Research and Development expenditure in 2016 (%

of GDP)?: 2.03%

GDP composition (2017 est.)3: agriculture 1.6%; in-
dustry 17.9%, services 70.2%

Overview3: The Netherlands, the sixth-largest econ-
omy in the European Union, plays an important role
as a European transportation hub, with a consist-
ently high trade surplus, stable industrial relations,
and low unemployment. Industry focuses on food
processing, chemicals, petroleum refining, and elec-
trical machinery. A highly mechanized agricultural
sector employs only 2% of the labour force but pro-
vides large surpluses for food-processing and under-
pins the country's status as the world's second larg-

est agricultural exporter.

The Netherlands is part of the euro zone, and as
such, its monetary policy is controlled by the Euro-
pean Central Bank. The Dutch financial sector is

highly concentrated, with four commercial banks
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possessing over 80% of banking assets, and is four

times the size of Dutch GDP.

In 2008, during the financial crisis, the government
budget deficit hit 5.3% of GDP. Following a protracted
recession from 2009 to 2013, during which unem-
ployment doubled to 7.4% and household consump-
tion contracted for four consecutive years, economic
growth began inching forward in 2014. Since 2010,
Prime Minister Mark Rutte’s government has imple-
mented significant austerity measures to improve
public finances and has instituted broad structural
reforms in key policy areas, including the labour mar-
ket, the housing sector, the energy market, and the
pension system. In 2017, the government budget re-
turned to a surplus of 0.7% of GDP, with economic
growth of 3.2%, and GDP per capita finally surpassed
pre-crisis levels. The fiscal policy announced by the
new government in the 2018-2021 coalition plans for
increases in government consumption and public in-
vestment, fuelling domestic demand and household
consumption and investment. The new govern-
ment's policy also plans to increase demand for
workers in the public and private sector, forecasting
a further decline in the unemployment rate, which hit

4.8% in 2017.

Poland

Capital: Warsaw
Official EU language(s): Polish

Currency: Polish Ztoty (PLN). Poland is currently pre-

paring to adopt the euro.
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Political system?: parliamentary republic with a head
of government - the prime minister - and a head of
state - the president. The government structure is

centred on the council of ministers.

Research and Development expenditure in 2016 (%

of GDP)Z 0.97%

GDP composition (2017 est.)?: agriculture 2.4%; in-
dustry 40.2%, services 64.3%

Overview3: Poland has the sixth-largest economy in
the EU and has long had a reputation as a business-
friendly country with largely sound macroeconomic
policies. Since 1990, Poland has pursued a policy of
economic liberalization. During the 2008-09 eco-
nomic slowdown Poland was the only EU country to
avoid a recession, in part because of the govern-
ment's loose fiscal policy combined with a commit-
ment to rein in spending in the medium-term Poland
is the largest recipient of EU development funds and
their cyclical allocation can significantly impact the

rate of economic growth.

The Polish economy performed well during the 2014-
17 period, with the real GDP growth rate generally
exceeding 3%, in part because of increases in govern-
ment social spending that have helped to accelerate
consumer-driven growth. However, since 2015, Po-
land has implemented new business restrictions and
taxes on foreign-dominated economic sectors, in-
cluding banking and insurance, energy, and
healthcare, that have dampened investor sentiment
and has increased the government's ownership of
some firms. The government reduced the retirement
age in 2016 and has had mixed success in introduc-

ing new taxes and boosting tax compliance to offset
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the increased costs of social spending programs and
relieve upward pressure on the budget deficit. Some
credit ratings agencies estimate that Poland during
the next few years is at risk of exceeding the EU's 3%-
of-GDP limit on budget deficits, possibly impacting its
access to future EU funds. Poland's economy is pro-
jected to perform well in the next few years in part
because of an anticipated cyclical increase in the use
of its EU development funds and continued, robust

household spending.

Portugal

Capital: Lisbon
Official EU language(s): Portuguese

Currency: euro. Euro area member since 1 January

1999.

Political system™. Semi-presidential republic with a
head of government - the prime minister - and a
head of state - the president - who has power to ap-
point the prime minister and other government

members.

Research and Development expenditure in 2016 (%

of GDP)% 1.27%

GDP composition (2017 est.)3: agriculture 2.2%; in-
dustry 22.1%, services 75.7%

Overviews; Portugal has become a diversified and in-
creasingly service-based economy since joining the
European Community - the EU's predecessor - in
1986. Over the following two decades, successive
governments privatized many state-controlled firms

and liberalized key areas of the economy, including
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the financial and telecommunications sectors. The
country joined the Economic and Monetary Union in
1999 and began circulating the euro on 1 January

2002 along with 11 other EU members.

The economy grew by more than the EU average for
much of the 1990s, but the rate of growth slowed in
2001-08. After the global financial crisis in 2008, Por-
tugal’'s economy contracted in 2009 and fell into re-
cession from 2011 to 2013, as the government imple-
mented spending cuts and tax increases to comply
with conditions of an EU-IMF financial rescue pack-
age, signed in May 2011. Portugal successfully exited
its EU-IMF program in May 2014, and its economic re-
covery gained traction in 2015 because of strong ex-
ports and a rebound in private consumption. GDP
growth accelerated in 2016, and probably reached
2.5 % in 2017. Unemployment remained high, at
9.7% in 2017, but has improved steadily since peak-
ing at 18% in 2013. The budget deficit fell from 11.2%
of GDP in 2010 to 1.8% in 2017, the country’s lowest
since democracy was restored in 1974, and surpas-
sing the EU and IMF projections of 3%. Portugal ex-

ited the EU’s excessive deficit procedure in mid-2017.

Romania

Capital: Bucharest
Official EU language(s): Romanian

Currency: Romanian Leu (RON). Romania has com-
mitted the euro once it fulfils the necessary condi-

tions.

Political system'. semi-presidential republic with a

head of government - the prime minster - and a head
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of state - the president. Executive functions are held

by both government and the president.

Research and Development expenditure in 2016 (%

of GDP)% 0.48%

GDP composition (2017 est.)3: agriculture 4.2%; in-
dustry 33.2%, services 64.4%

Overview3: Romania, which joined the EU on 1 Janu-
ary 2007, began the transition from a planned econ-
omy in 1989 with a largely obsolete industrial base
and unsuited to the country's needs. Romania's mac-
roeconomic gains have only recently started to spur
creation of a middle class and to address Romania's
widespread poverty. In the aftermath of the global fi-
nancial crisis, Romania signed a $26 billion emer-
gency assistance package from the IMF, the EU, and
other international lenders, but GDP contracted until
2011. In March 2011, Romania and the IMF/EU/World
Bank signed a 24-month precautionary standby
agreement, worth $6.6 billion, to promote fiscal dis-
cipline, encourage progress on structural reforms,
and strengthen financial sector stability; no funds
were drawn. In September 2013, Romanian authori-
ties and the IMF/EU agreed to a follow-on standby
agreement, worth $5.4 billion, to continue with re-
forms. This agreement expired in September 2015,
and no funds were drawn. Progress on structural re-
forms has been uneven, and the economy still is vul-

nerable to external shocks.

Economic growth rebounded in the 2013-17 period,
driven by strong industrial exports, excellent agricul-
tural harvests, and, more recently, expansionary fis-
cal policies in 2016-2017 that nearly quadrupled Bu-

charest’s annual fiscal deficit. Exports remained an
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engine of economic growth, led by trade with the EU,
which accounts for roughly 70% of Romania trade.
Domestic demand was the major driver, due to tax
cuts and large wage increases that began last year

and are set to continue in 2018.

Slovakia E

Capital: Bratislava
Official EU language(s): Slovak

Currency: euro. Euro area member since 1 January

2009.

Political system™: Parliamentary democratic republic
with a head of government - the prime minister - who
holds the most executive power and a head of state
- the president - who is the formal head of the exec-

utive, but with very limited powers.

Research and Development expenditure in 2016 (%

of GDP)?: 0.79%

GDP composition (2017 est.)3: agriculture 3.8%; in-
dustry 35.0%, services 61.2%

Overviews3: Slovakia's economy suffered from a slow
start in the first years after its separation from the
Czech Republicin 1993, due to the country’'s authori-
tarian leadership and high levels of corruption, but
economic reforms implemented after 1998 have
placed Slovakia on a path of strong growth. With a
population of 5.4 million, the Slovak Republic has a
small, open economy driven mainly by automobile
and electronics exports, which account for more

than 80% of GDP. Slovakia joined the EU in 2004 and
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the euro zone in 2009. The country’s banking sector

is sound and predominantly foreign owned.

Slovakia has been a regional FDI champion for sev-
eral years, attractive due to a relatively low-cost yet
skilled labour force, and a favourable geographic lo-
cation in the heart of Central Europe. Exports and in-
vestment have been key drivers of Slovakia's robust
growth in recent years. The unemployment rate fell
to historical lows in 2017, and rising wages fuelled in-
creased consumption, which played a more promi-
nent role in 2017 GDP growth. A favourable outlook
for the Eurozone suggests continued strong growth
prospects for Slovakia during the next few years, alt-

hough inflation is also expected to pick up.

Slovenia
Capital: Ljubljana
Official EU language(s): Slovenian

Currency: euro. Euro area member since 1 January

2007.

Political system': Parliamentary democratic republic
with a head of government - the prime minister - and
a head of state - the president - who is directly
elected. The government holds executive and admin-
istrative authority. The prime minister and ministers

are elected by the Parliament.

Research and Development expenditure in 2016 (%

of GDP)2 2.00%

GDP composition (2017 est.)3: agriculture 1.8%; in-
dustry 32.2%, services 65.9%

26

Overview3: With excellent infrastructure, a well-edu-
cated work force, and a strategic location between
the Balkans and Western Europe, Slovenia has one of
the highest per capita GDPs in Central Europe, de-
spite having suffered a protracted recession in the
2008-09 period in the wake of the global financial cri-
sis. Slovenia became the first 2004 EU entrant to
adopt the euro (on 1 January 2007) and has experi-

enced a stable political and economic transition.

In March 2004, Slovenia became the first transition
country to graduate from borrower status to donor
partner at the World Bank. In 2007, Slovenia was in-
vited to begin the process for joining the OECD; it be-
came a member in 2012. From 2014 to 2016, export-
led growth, fuelled by demand in larger European
markets, pushed annual GDP growth above 2.3%.
Growth reached 5.0% in 2017 and is projected to
near or reach 5% in 2018. What used to be stub-
bornly high unemployment fell below 5.5% in early
2018, driven by strong exports and increasing con-
sumption that boosted labour demand. Continued
fiscal consolidation through increased tax collection
and social security contributions will likely result in a

balanced government budget in 2019.

Spain

Capital: Madrid

Official EU language(s): Spanish

Currency: euro. Euro area member since 1 January

1999

Political system?: Parliamentary democracy and con-

stitutional monarchy with a head of government - the
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prime minister - and a head of state - the monarch. A
council of ministers is the executive branch and is

presided over by the prime minister.

Research and Development expenditure in 2016 (%

of GDP)% 1.19%

GDP composition (2017 est.)3: agriculture 2.6%; in-
dustry 23.2%, services 74.2%

Overviews3: After a prolonged recession that began in
2008 in the wake of the global financial crisis, Spain
marked the fourth full year of positive economic
growth in 2017, with economic activity surpassing its
pre-crisis peak, largely because of increased private
consumption. The financial crisis of 2008 broke 16
consecutive years of economic growth for Spain,
leading to an economic contraction that lasted until
late 2013. In that year, the government successfully
shored up its struggling banking sector - heavily ex-
posed to the collapse of Spain's real estate boom -
with the help of an EU-funded restructuring and re-

capitalization program.

Until 2014, contraction in bank lending, fiscal auster-
ity, and high unemployment constrained domestic
consumption and investment. The unemployment
rate rose from a low of about 8% in 2007 to more
than 26% in 2013, but labour reforms prompted a
modest reduction to 16.4% in 2017. High unemploy-
ment strained Spain's public finances, as spending
on social benefits increased while tax revenues fell.
Spain's budget deficit peaked at 11.4% of GDP in
2010, but Spain gradually reduced the deficit to
about 3.3% of GDP in 2017. Public debt has increased
substantially - from 60.1% of GDP in 2010 to nearly
96.7% in 2017.
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Strong export growth helped bring Spain's current
account into surplus in 2013 for the first time since
1986 and sustain Spain’s economic growth. Increas-
ing labour productivity and an internal devaluation
resulting from moderating labour costs and lower in-
flation have improved Spain's export competitive-
ness and generated foreign investor interest in the

economy, restoring FDI flows.

Sweden

Capital: Stockholm
Official EU language(s): Swedish

Currency: Swedish krona (SEK). Sweden has commit-

ted the euro once it fulfils the necessary conditions.

Political system™: constitutional monarchy and parlia-
mentary democracy with a head of government - the
prime minister - and a head of state - the monarch.
The government exercises executive power. Legisla-
tive power is vested in the single-chamber parlia-

ment.

Research and Development expenditure in 2016 (%

of GDP)Z 3.25%

GDP composition (2017 est.)3: agriculture 1.6%; in-
dustry 33.0%, services 65.4%

Overview3: Sweden’s small, open, and competitive
economy has been thriving and Sweden has
achieved an enviable standard of living with its com-
bination of free-market capitalism and extensive wel-

fare benefits. Sweden remains outside the euro zone
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largely out of concern that joining the European Eco-
nomic and Monetary Union would diminish the coun-

try's sovereignty over its welfare system.

Timber, hydropower, and iron ore constitute the re-
source base of a manufacturing economy that relies
heavily on foreign trade. Exports, including engines
and other machines, motor vehicles, and telecom-
munications equipment, account for more than 44%
of GDP. Sweden enjoys a current account surplus of
about 5% of GDP, which is one of the highest margins

in Europe.

GDP grew an estimated 3.3% in 2016 and 2017 driven
largely by investment in the construction sector. Eco-
nomic growth is expected to ease slightly in the com-
ing years as this investment subsides. Global eco-
nomic growth boosted exports of Swedish manufac-
tures further, helping drive domestic economic
growth in 2017. The central bank is keeping an eye
on deflationary pressures and is expected to main-
tain its expansionary monetary policy in 2018. Swe-
dish prices and wages have grown only slightly over
the past few years, helping to support the country’s

competitiveness.

United Kingdom NNJI%
i

Currency: pound sterling (GBP). The UK has negoti-

Capital: London

Official EU language(s): English

ated of an opt-out from the euro and thus is not

obliged to introduce it.

On 23 June 2016 citizens of the United Kingdom (UK)

voted to leave the European Union (EU). On 29 March
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2017 the UK formally notified the European Council
of its intention to leave the EU by triggering of Article
50 of the Lisbon Treaty.

For the time being, the United Kingdom remains a
full member of the EU and rights and obligations con-

tinue to fully apply in and to the UK.

Political system’: Constitutional monarchy with a
parliamentary democracy with a head of govern-
ment - the prime minister - and a head of state - the
monarch. The UK consists of 4 countries: England,
Scotland, Wales and Northern Ireland. The last 3
have devolved administrations with varying powers.
The UK also has varying degrees of links with 3 crown
dependencies - the Isle of Man, Guernsey and Jersey.
These are not part of the UK, but the British govern-
ment is responsible for their defence and interna-
tional representation. The country has also 14 over-
seas territories which are not formally part of the UK

or (except Gibraltar) the EU.

Research and Development expenditure in 2016 (%

of GDP)Z 1.69%

GDP composition (2017 est.)3: agriculture 0.6%; in-
dustry 19.0%, services 80.4%

Overview3: The UK, a leading trading power and fi-
nancial centre, is the third largest economy in Europe
after Germany and France. Agriculture is intensive,
highly mechanized, and efficient by European stand-
ards, producing about 60% of food needs with less
than 2% of the labour force. The UK has large coal,
natural gas, and oil resources, but its oil and natural
gas reserves are declining; the UK has been a netim-
porter of energy since 2005. Services, particularly

banking, insurance, and business services, are key
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drivers of British GDP growth. Manufacturing, mean-
while, has declined in importance but still accounts

for about 10% of economic output.

In 2008, the global financial crisis hit the economy
particularly hard, due to the importance of its finan-
cial sector. Falling home prices, high consumer debt,
and the global economic slowdown compounded the
UK’s economic problems, pushing the economy into
recession in the latter half of 2008 and prompting the
then Brown (Labour) government to implement a
number of measures to stimulate the economy and
stabilize the financial markets. Facing burgeoning
public deficits and debt levels, in 2010 the then Cam-
eron-led coalition government (between Conserva-
tives and Liberal Democrats) initiated an austerity
program, which has continued under the Conserva-
tive government. However, the deficit still remains
one of the highest in the G7, standing at 3.6% of GDP
as of 2017, and the UK has pledged to lower its cor-
poration tax from 20% to 17% by 2020. The UK had a
debt burden of 90.4% GDP at the end of 2017.

The UK's economy has begun to slow since the refer-
endum vote to leave the EU in June 2016. A sustained
depreciation of the British pound has increased con-
sumer and producer prices, weighing on consumer
spending without spurring a meaningful increase in
exports. The UK has an extensive trade relationship
with other EU members through its single market
membership and economic observers have warned
the exit will jeopardize its position as the central lo-
cation for European financial services. Prime Minis-
ter May is seeking a new “deep and special” trade re-
lationship with the EU following the UK's exit. How-

ever, economists doubt that the UK will be able to
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preserve the benefits of EU membership without the
obligations. The UK is expected to officially leave the

EU by the end of March 2019.

Sources:

T Europa.eu

2 Eurostat.eu

3 CIA World Factbook

4MIT Observatory of Economic Complexity
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3. CULTURAL & SOCIAL CONDITIONS IN THE EU

General conditions

Being composed of 28 countries, the European
Union shows a huge diversity of cultural and so-
cial conditions within its borders. Different food,
languages, clothing, religious traditions, among
others, make Europe an incredible region to dis-
cover. With vastly multifaceted geographical
conditions, these cultural differences still reflect
in some degree the environment in which Euro-
pean peoples have lived for centuries, ranging

from mountainous to coastal areas.

The EU works to preserve Europe's shared cul-
tural heritage and help make it accessible to all.
It also supports and promotes the arts and cre-
ative industries in Europe, through programmes
to provide funding, help with research projects,
support for cooperation with EU & non-EU part-
ners, among others. The EU also supports prizes
for cultural heritage, architecture, literature and
music which highlight Europe's artistic achieve-

ments.’

Besides this cultural diversity, social conditions
in the EU are usually among the best in the
world. All EU countries demonstrate High or
Very High values of Human Development Index

(HDI) according to the UN classification. Some
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countries such as Norway, Germany, and Den-

mark, figure among the top 5 overall.?

Poverty and Inequality3

According to Eurostat, the 2015 poverty rate in
the EU countries - calculated as the proportion
of the population with net income below the
poverty threshold (60 % of the median income
level) - was of 17.3%, the lowest rate among the
G20 members. Relatively low inequality makes
the European Union one of the most equitable
income distributions of the G20, on par with

South Korea.

These figures are also reflected in daily life con-
ditions throughout the whole area, with low
crime rates observed for all EU countries, and a
number of expected healthy life years at birth -
years spentin a healthy state - estimated at 63.3
years for women and 62.6 years for men. This
represents approximately 76 % and 80 % of total
life expectancy for women and men respec-
tively, one of the highest overall life expectan-

cies in the world.
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Education3

This is one of the strongest “suits” of the Euro-
pean Union. Education-wise, the European Un-
ion countries also show, in general, very good
results. In 2016, more than 99,1% of the total EU
adult population (15 years or older) was consid-
ered literate*. This impressive result comes
from a focus in education since the early child-
hood. The Union has set a benchmark to be
achieved until 2020, when 95% of the children
between the age of four and the age for starting
compulsory education should participate in
early childhood education. As of 2015, this tar-
get had already been achieved by 14 countries,
and the remaining ones are foreseen to reach it

as well.

This focus is maintained throughout all school
years into the tertiary education level (colleges),
with 19.5 million tertiary education students in
2015. Besides, the population aged 30-34 with a
tertiary education attainment reached 39.9% in
2017 (increasing from 23.6% in 2002), practically
reaching the 40% target defined for 20205. This
is strongly related to a high average GDP ex-
penditure on this level (1.3%), with countries like
Denmark and Finland spending more than 2%
of their GDP in tertiary education alone. Consid-
ering all educational levels, public expenditure
in the sector in 2014 had an average of more

than 5% of total GDP.
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Labour and employment3

Labour plays a major role in the functioning of
an economy. From the point of view of busi-
nesses, labour represents a cost that includes
not only the wages and salaries to employees
but also non-wage costs, mainly social contribu-
tions payable by the employer. Thus, it is a key
determinant of business competitiveness. The
average hourly labour cost in 2016 was esti-
mated at EUR 25.40 in the EU-28 and at EUR
29.80 in the euro area (EA-19). However, this av-
erage masks significant differences between EU
Member States, with hourly labour costs rang-
ing between EUR 4.40 in Bulgaria and EUR 42.00
in Denmark. Additionally, a gender pay gap is
also noted, with women being paid, on average,
16.3 % less than men in the EU-28. Nevertheless,
this difference has been diminishing, what can
be partly explained by a higher increase in fe-
male employment rate in all member countries

in comparison to the male one.

In 2017, the employment rate of persons aged
20-64 in the EU-28 was 72.2%, the highest rate
ever recorded for the EU-28°. These figures in-
clude the whole population in the age range
mentioned and have been increasing steadily
since the Great Financial Crisis, with an average
of +0.95 p.p. during the last four years. The larg-
est group of occupations in the EU-28 in 2016

was personal services and sales employees, at
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9.5% of the work force, or 21.4 million persons,
followed by clerical support employees (7.2%)
business and administration professionals
(5.8%), and science, engineering and ICT profes-
sionals, as well as teaching professionals (4.8%

each).

The employment rate is not to be confused with
the unemployment rate, that does not include
people inside this age range that are not actively
searching for a job. In July 2018, the EU unem-
ployment rate reached 8.2%, and has been
steadily decreasing since a peak of 11% in 2013.
The youth unemployment rate (people aged 25

or lower), while also decreasing, still persists in
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a relatively high level, with 14.8% in the EU-28.
In July 2018, the lowest rates were observed in
Germany (6.1%), Malta (6.3%), and the Czech Re-
public (6.6%), while the highest were recorded in
Greece (39.7% in May 2018), Spain (33.4%) and
Italy (30.8%).

Sources:

T Europa.eu

2 UN Human Development Report (2016)
3 Key Figures on Europe (Eurostat, 2017)
4 World Bank

5 Eurostat.eu
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4. POLITICAL & ECONOMIC CONDITIONS IN THE EU

Political Institutional Framework!

The European Union is a unique political entity,
whose sovereign member countries pool au-
thority in key areas of government in order to
reach shared goals. Every national of a member
country is also an EU citizen, giving them the
right to participate in the democratic life of the

bloc.

Similar to a state, the EU has a legislative branch
(Parliament + Council), executive branch (Com-
mission) and independent judiciary (Court of
Justice). The powers of the EU institutions have
been laid down by founding treaties negotiated
and ratified by member countries. In policy ar-
eas not covered by the treaties, national govern-
ments are free to exercise their own sover-

eignty.

As a bloc based on democratic ideals, all mem-
ber states are representative democracies, with
representatives directly elected. Each of EU’s 28
member countries chooses its own national po-
litical system, as long as the democratic ideals

are kept.

Nowadays, observed differences between na-
tional political systems are largely based on the

country historical background. Seven countries
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are constitutional monarchies (Belgium, Den-
mark, Luxembourg, Netherlands, Spain, Swe-
den, and the United Kingdom). The rest are re-
publics, either (semi-)presidential or parliamen-
tary. The role of the heads of the State and gov-
ernment, as well as their legislature systems,

varies across countries.
Economic Conditions2

EU countries coordinate their national eco-
nomic policies, a feature more prominently indi-
cated by the 19 country members that have

adopted the euro as their currency.

All EU member countries (whether inside or out-
side the euro) are part of the economic & mon-
etary union (EMU), a framework for economic
cooperation designed to promote job creation
and sustainable growth, as well as to coordinate
the response to global economic and financial

challenges.
Gross Domestic Product2

As a result of the Great Financial Crisis of 2008-

09, which incurred in an economic slowdown on
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Figure 4.1 - GDP per capita at current market prices, 2006 and 2016 (EU-28 = 100; based on PPS
per inhabitant) (Source: Eurostat, Key Figures on Europe, 2017)

a global level, the European Union faced a se-
vere crisis from 2010 on, especially in weaker
economies such as Greece. The measures taken
to overcome this crisis helped the EU return to

a growing trajectory.

In terms of GDP of the European Union as a
whole, successive positive rates recorded after
2012 have underlined a healthy - even though
relatively slow - economic recovery, with a

growth rate of 2.4% in 20173.

It is important to notice, however, that this
growth was not verified for all EU members
equally. Comparing 2006 to 2016 Figure 4.1 in-
dicates that countries like Spain, Cyprus, and
Greece have lost ground in terms of GDP per

capita, a direct consequence of the crisis. The
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graph also indicates the difference between EU-
members. Luxembourg's GDP per capita in
terms of purchasing power parity was about 2.7
times that of the EU-28 average in 2016,
whereas Romania and Bulgaria show figures

around half of the EU-28 average.
Investment?

In 2015, the (gross) household investment rate
in the EU-28 was 7.9%, while the corresponding
figure for the euro area was 0.4 percentage
points higher at 8.3 %. The household invest-
ment rate ranged from 9.9 % in Belgium and the
Netherlands and 9.5 % in Germany and Finland,
down to 4.3 % in Spain and Latvia, and a 2.7 %

in Bulgaria (2014 data).
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The business investment rate (for non-financial
corporations) in 2015 was 21.9 % in the EU-28
(euro area 21.8 %). Between 2014 and 2015, the
business investment rate increased by a small
margin, rising by 0.2 p.p. in the EU-28 (euro area
0.1 percentage point). The highest business in-
vestment rates among the 26 EU Member States
(for which data are available) were recorded in
the Czech Republic, Romania, Sweden, Spain,
and Bulgaria (2014 data). The lowest rates were

recorded in Greece (15.3 %) and Cyprus (14.6 %).

The business investment rates of the five largest
EU-28 economies varied quite considerably: in
Spain (26.1 %) and France (22.9 %) the latest
rates for 2015 were above the EU-28 average,
while in Germany (19.7 %), Italy (19.3 %) and the
United Kingdom (17.3 %) they were below the
EU-28 average.

Government Finance?

In forming the EU’s Stability and Growth Pact
(SGP) Member States pledged to keep their def-
icits and debt below certain thresholds: a Mem-
ber State’s government deficit may not exceed -
3% of its GDP, while its debt may not exceed
60% of GDP.

The EU-28's government deficit-to-GDP ratio de-
creased from -2.4% in 2015 to -1.7 % in 2016,
while this ratio decreased in the euro area from
-2.1% to -1.5%. Ten EU Member States regis-

tered government surpluses in 2016. Bulgaria
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and Latvia recorded a very slight surplus of 0.1
% of GDP. There were 14 EU Member States
which recorded deficits in 2016 that were
smaller than or equal to -3.0 % of GDP. France
and Spain recorded deficits of -3.4 % of GDP and
-4.5 % of GDP respectively.

In the EU-28, the government debt-to-GDP ratio
decreased from 84.9 % at the end of 2015 to
83.5 % at the end of 2016, while in the euro area
it fell from 90.3 % to 89.2 %. A total of 16 EU
Member States reported a debt ratio above 60
% of GDP at the end of 2016: the highest of these
was registered by Greece (179.0 %), followed by
Italy (132.6 %), Portugal (130.4 %), Cyprus (107.8
%) and Belgium (105.8 %). The lowest ratios of
government debt-to-GDP were recorded in Es-
tonia (9.5 %), Luxembourg (20.0 %) and Bulgaria
(29.5 %). At the end of 2016, government debt-
to-GDP ratios were higher for nine EU Member
States than they had been at the end of 2015,
while this ratio was lower for 19 Member States,
most notably for Slovenia (-3.5 p.p.), Ireland

(=3.3 p.p.) and the Czech Republic (-3.1 p.p.).
Inflation2

Inflation is typically measured by consumer
price indices or retail price indices. Within the
EU, a specific consumer price index has been de-
veloped — the harmonised index of consumer
prices (HICP). The EU average annual inflation

rate reached 3.7% in 2008. Following relatively
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sharp movements during the economic crisis
period 2008-2012, the inflation rate slowed to
1.5% in 2013, 0.5% in 2014, 0.0% in 2015, rising
back to 1.5% in 2017.

Balance of Payments?2

The balance of payments records all economic
transactions between resident and non-resi-
dent entities during a given period. Within it, the
balance of the current and capital accounts de-
termines the exposure of an economy to the
rest of the world, whereas the financial account

pertains specifically to financial flows.

The current account surplus of the EU-28 was
EUR 258.5 billion in 2016, corresponding to 1.7
% of GDP. The latest developments for the EU-
28's current account show a continuation of the
pattern established since 2008: from the peak of
2.1% of GDP in 2008, the current account deficit

gradually diminished and in 2012 turned into a
surplus equivalent to 0.6 % of GDP, with consec-

utive slight increases every year since then.

Among the partner countries and regions, the
EU-28's current account deficit was largest with
China, standing at EUR 112.5 billion in 2016, fol-
lowed by Russia (EUR 19.3 billion) and Japan
(EUR 6.6 billion). On the other hand, the highest
current account surpluses were recorded with
the United States (EUR 164.8 billion) and Swit-
zerland (EUR 53.7 billion). Smaller surpluses
were recorded with Brazil, Hong Kong, Canada

and India.

Sources:

T Europa.eu

2 Eurostat.eu
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5. BUSINESS AND RESEARCH OPPORTUNITIES IN THE EU

Introduction

Business and Research opportunities in the EU
are manifold. From start-ups to huge corpora-
tions, the European Union offers a great variety
of prospects for all business ranges and fields.
The same applies to research institutions and in-
dividuals, with numerous programs covering
virtually all research fields. This section ad-
dresses general aspects of the opportunities
provided by the EU, regarding industrial policies
and initiatives for the most important business

sectors, as well as facts and figures for each one.
European Industrial Policy?

Industry is the engine of innovation, productivity
growth and exports. It offers quality jobs to Eu-
ropeans. However, the European industrial
structure is undergoing deep transformation
driven by digital and other new technologies,
and new business models. So, a modernisation
effort is required to ensure that the European
industry stays competitive in global markets: for
that, it is necessary to embrace technological
change; integrate products and services; de-
velop technologies that use less energy, reduce
waste and avoid pollution; and invest in a work-

force with the right skills.
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In September 2017, a renewed industrial policy
strategy, introduced by the European Commis-
sion's President Jean-Claude Juncker, put a
strong European industry as a political priority.
The new elements of the EU Industrial Policy
Strategy include a wide range of areas, from cy-
bersecurity to clean, competitive, and con-
nected mobility, illustrating the importance of

new technologies and innovative practices.

These measures have as their primary objective
the maintenance of EU’s leadership in the indus-
trial sector, which comprise most of the core ac-
tivities in the European economy. To have a bet-
ter picture of the importance of industry in Eu-
rope, a general overview of the most important
sectors is presented below, as well as some
measures undertaken by the European Com-

mission to improve them even further.
Aeronautics Industries’

Aeronautics is one of the EU’s key high-tech sec-

tors on the global market:

e it provides more than 500,000 jobs and
generated a turnover of close to EUR 140

billion (in 2013)
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e theEUisaworldleaderinthe production
of civil aircraft, including helicopters, air-

craft engines, parts and components

e the EU has a trade surplus for aerospace
products, which are exported all over the

world.

The industry is highly concentrated, both geo-
graphically (in particular EU countries) and in
terms of the few large enterprises involved. Em-
ployment in the aerospace sector is particularly
significant in the United Kingdom, France, Ger-

many, Italy, Spain, Poland and Sweden.

Productivity is considerable and despite high
employment costs, the sector is quite profitable.
A sizeable share of value added is spent on re-
search and development (R&D), which is re-
flected in an increasing number of patent appli-

cations.

RDI expenditures represent 10% of industry
turnover, one third of which being financed by

the public sector. The Strategic Research and In-

novation Agenda (SRIA) is the roadmap devel-

oped by the European industry through the Ad-

visory Council for Aeronautics Research in Eu-

rope (ACARE) providing a guide to future public
and private RDI programmes. The Commission
also supports the European RDI effort in aero-
nautics through Horizon 2020 under the “Smart,

Green and Integrated Transport challenge” and
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two Joint Technology Initiatives, Clean Sky and
the SESAR Join Undertaking.

Agriculture?

There are around 11 million farms in the EU and
22 million people work regularly in the sector.
They provide an impressive variety of abundant,

affordable, safe and good quality products.

Despite the importance of food production,
farmers’ income is significantly lower compared
to non-agricultural income (by around 40%). Ag-
riculture depends more on the weather and the
climate than many other sectors. Besides there
is an inevitable time gap between consumer de-
mand and farmers being able to supply: grow-
ing more wheat or producing more milk inevita-

bly takes time.

Due to these reasons, the EU's Common Agricul-
tural Policy (CAP), first created in 1962, supports
farmers to overcome these challenges, while
maintaining the sector's quality standards and
reducing the activity’s environmental impact. In
2018, the European Union supported farmers
with €58.8 billion, what represents around 37%

of its total budget.

This is fundamental to allow farmers to operate
efficiently and remain modern and productive,
and upstream and downstream sectors need
ready access to the latest information on agri-

cultural issues, farming methods and market
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developments. During the period 2014-20, the
CAP is expected to provide high-speed technol-
ogies, improved internet services and infra-
structure to 18 million rural citizens - the equiv-

alent of 6.4 % of the EU’s rural population.

The importance of the agricultural sector in Eu-
rope is huge, ensuring food security not only in-
side the continent but also in other regions. That
way, the improvement its conditions through in-
novative practices is essential, what represents
a vast field of opportunities for skilled profes-
sionals and businesses linked to agricultural

production.
Automotive Industry?

The automotive industry is crucial for Europe’s
prosperity. The sector provides jobs for 12 mil-
lion people and accounts for 4% of the EU’s GDP.
The EU is among the world's biggest producers
of motor vehicles and the sector represents the
largest private investor in research and develop-
ment (R&D). The automotive industry has an im-
portant multiplier effect in the economy. Itis im-
portant for upstream industries such as steel,
chemicals, and textiles, as well as downstream
industries such as ICT, repair, and mobility ser-

vices.

The partnership between Europe and Brazil in
this sector is one of the most longevous, with
European companies such as Volkswagen, Re-

nault, Fiat, among others, being present in the
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country for many decades. The same applies to
their suppliers, like Bosch or ZF, illustrating the

multiplier effect in all markets they are present.

To strengthen the competitiveness of the EU au-
tomotive industry and preserve its global tech-
nological leadership, the European Commission
supports global technological harmonisation
and provides funding for R&D. Technological
harmonisation consists in providing common
technical requirements to help reduce develop-
ment costs and avoid duplication of administra-
tive procedures. Harmonisation is considered
key to strengthening the competitiveness of the

EU automotive industry.

For the period 2014-2020, the Commission has
more than doubled the funds available for co-
operative research and innovation in the auto-
motive sector. The funding focuses on green ve-
hicles, decarbonisation of conventional engines,
safety, and information technology infrastruc-
ture. These policies are expected to be strength-
ened in the future, following the global trend of

cleaner and renewable-energy driven vehicles.
Biotechnology®

Biotechnology and life sciences contribute to
the modernisation of European industry. They
are used in a variety of industrial sectors such as
healthcare and pharmaceuticals, animal health,
textiles, chemicals, plastic, paper, fuel, food, and

feed processing.
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In healthcare and pharmaceutical applications,
biotechnology has led to the discovery and de-
velopment of advanced medicines, therapies,
diagnostics, and vaccines. For example, biotech-
nological breakthroughs have created new
medicines for patients suffering from a number
of diseases, including advances in the combat

cancer and Alzheimer's disease.

In agriculture, livestock, veterinary products,
and aquaculture, biotechnology has improved
animal feed, produced vaccines for livestock,
and improved diagnostics for detecting dis-
eases. It has also enabled the use of enzymes
for more efficient food processing and im-
proved the breeding of plants to obtain desired

characteristics.

In industrial processes and manufacturing, bio-
technology has led to the use of enzymes in the
production of detergents, pulp and paper, tex-
tiles, and biomass. By using fermentation and
enzyme biocatalysis instead of traditional chem-
ical synthesis, higher process efficiency can be
obtained, decreasing energy and water con-

sumption.

This sector presents a clear synergy with the re-
search and development undertaken in Brazil,
one of the world leaders in the new technolo-
gies and production of biofuel, such as sugar-
cane Ethanol and Biodiesel, and innovative

chemical and pharmaceutical industries.
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Chemicals?

The chemicals industry is one of Europe’s larg-
est manufacturing sectors. As an ‘enabling in-
dustry’, it plays a pivotal role in providing inno-
vative materials and technological solutions to
support Europe's industrial competitiveness. A
competitive chemical industry supports the im-
provement of living standards, and generates
employment and wealth. This fuels innovation
and development throughout the economic
system. The industry is a solution provider for
many societal challenges, as well as other sec-

tors. Furthermore, the EU chemicals industry:

e represents around 7% of EU industrial
production;

e has sales amounting to EUR 527 billion
(2013), which is about 17% of global
chemicals sales;

e provides 1.15 million direct highly-
skilled jobs (2013);

e secures three times more jobs in other
industries through indirect employment;

e has the second highest share of added
value per employee (after pharmaceuti-
cals);

e represents around 1.1% share of EU
GDP;

e generates a trade surplus of EUR 49 bil-
lion (2013).
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The chemicals industry is at the heart of the EU
manufacturing industry. It supplies two-thirds
of its production to other sectors within the
manufacturing industry. Other important links
exist with agriculture and services. The EU
chemicals sector is very innovative and is a
strong solution provider for societal challenges

such as climate change, health, and nutrition.

The European Commission launched a number
of initiatives to foster competitiveness in the Eu-
ropean chemicals industry. It implements poli-
cies to facilitate structural change, e.g. the sus-
tainable chemicals sector, which includes bio-re-
fineries and plastics recycling, helps attract in-
vestment to Europe. It also helps reinforce the
EU industrial base and encourages investment

in research and innovation.
Construction?

The construction industry is very important to
the EU economy. The sector provides 18 million
direct jobs and contributes to about 9% of the
EU's GDP. It also creates new jobs, drives eco-
nomic growth, and provides solutions for social,

climate and energy challenges.

One of the main challenges faced by the con-
struction sector is energy efficiency and climate
change: Buildings account for the largest share
of total EU final energy consumption (40%) and

produce about 35% of all greenhouse emis-
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sions. In a scenario of increasing energy con-
sumption in households, new technologies con-
cerning more efficient and sustainable practices
are essential, representing an important field of

research and innovation for the next decades.

Besides that, up to 95% of construction, archi-
tecture, and civil engineering firms are micro-
enterprises or small and medium-sized enter-
prise (SMES). Initiatives in EU countries on en-
ergy efficiency have a significant potential for

job creation in this sector.
Financial Services!

The financial sector is a backbone of the Euro-
pean economy. Covering a wide range of topics,
from insurance services and pension funds to
banks and credit institutions, it is responsible
for the functioning of virtually all transactions
inside and outside the region. Moreover, being
linked to all economic sectors, it is responsible
for the soundness of the European economy as

a whole.

Following the outbreak of the financial crisis the
EU put forward an unprecedented series of re-
forms to restore financial stability and public
confidence in the financial system. These re-
forms include new rules to strengthen financial
supervision, new tools for bank recovery and
resolution, more effective deposit protection,
and an improved regulatory framework for

banks, insurance, securities markets and other

EUROPEAN NETWORK OF
RESEARCH AND INNOVATION
CENTRES AND HUBS, BRAZIL

i(_{__??OENRICH



Facts & Figures: Get to know the European Union and its Innovative Industries

sectors. Laws have also been adopted to tackle
excessive volatility in financial markets, includ-
ing new rules on hedge funds, short selling,

credit rating agencies and derivatives.

Besides that, a European Banking Union is grad-

ually being implemented, with common rules
for all financial actors within the EU. To guaran-
tee the smooth functioning of this complex
framework, a strong infrastructure is necessary,
encompassing state-of-art practices in fields
such as ICT and information security, increasing
even more the opportunities linked to the sec-

tor.
Food and drink industry’

The food and drink industry is the EU's biggest
manufacturing sector in terms of jobs and value
added. It's also an asset in trade with non-EU
countries. The EU boasts an important trade
surplus in trade in food and EU food specialities
are well appreciated overseas. In the last 10
years, EU food and drink exports have doubled,
reaching over EUR 90 Billion and contributing to

a positive balance of almost EUR 30 Billion.

EU food legislation is highly harmonised and the
sector benefits significantly from the opportuni-
ties offered by the EU Single Market. At the same
time, however, the sector faces certain chal-
lenges in both international and European mar-

kets.
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The European Commission is working to im-
prove the competitiveness of the EU food sector
and the functioning of the Single Market for
Food. It also strives to create new trade oppor-
tunities for food and drink products, through
various trade negotiations and dialogues with

third countries.

The food and drink sector presents a robust op-
portunity for Brazilian entrepreneurs, both as
exporters and investors. In 2017, the largest
source of food imports by the EU was Brazil, rep-
resenting 12% of total EU imports in the sector2
Besides that, technologies and innovative prac-
tices already in place in Brazil may contribute to

Europe’s competitiveness in the sector.

Initiatives fostering multilateral cooperation in
the sector support this idea, e.g. the High Level

Forum for a Better Functioning Food Supply

Chain. The Forum is an EU-wide platform, in-
volving all actors along the chain, to discuss the
main issues affecting the EU Food Sector from
competitiveness to innovation, sustainability,
creating value and fostering better trading rela-

tions.
Healthcare Industries?

A vibrant EU pharmaceutical sector is essential
to achieving a high level of public health protec-
tion and a competitive knowledge-based econ-
omy. In 2012, the sector was worth EUR 220 bil-
lion and employed about 800,000 people -
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around 1.8% of the EU’s total manufacturing
workforce. The pharmaceutical sector also has
one of the highest labour productivities in the
EU. Today, the sector is extensively regulated at
EU level in order to protect public health and
strengthen the industry’'s competitiveness
through the continued development of a single

EU market for pharmaceuticals.

All medicinal products for human use must be
authorised at national or EU level before they
can be placed on the EU market. Special rules
exist for the authorisation of medicinal products
for paediatric use, orphan medicines, traditional
herbal medicines, vaccines, and clinical trials.
The EU has established the European Medicines
Agency (EMEA) to help in this process by coordi-
nating the scientific evaluation of the quality,
safety, and efficacy of medicinal products un-

dergoing an authorisation procedure.

Once a medicinal product has been authorised
and placed on the EU market, its safety is moni-
tored throughout its entire lifespan. In the case
of adverse reactions that present an unaccepta-
ble level of risk under normal conditions of use,
the product is rapidly withdrawn from the mar-

ket.

Medicinal products for veterinary use must also
be authorised at national or EU level before be-
ing placed on the EU market. This is to guaran-

tee the highest possible level of animal health
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and to secure the availability of these products
across the EU. Particular special rules are ap-
plied to ensure consumer protection from resi-
due limits from pharmacologically active sub-

stances used in food-producing animals.
Mechanical Engineering’

Mechanical engineering is one of the largest in-
dustrial sectors in the EU economy in terms of
number of enterprises, employment, produc-
tion, and the generation of added value. The
sector is characterised by relatively small family
owned companies. The mechanical engineering
industry is an excellent example of an EU sector

that is performing well economically.

The importance of the mechanical engineering

sector can be easily perceived by its figures:

e Some 3 million people are employed in

the sector in the EU.

e Mechanical engineering is responsible
for 9.5% of all the production in EU man-

ufacturing industries.

e Europe is the world's largest producer
and exporter of machinery with an esti-

mated 36% share of the world market.

e The European mechanical engineering
sector is expected to grow at an annual
average rate of 3.8% over the next 10

years.
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The competitiveness of the industry relies on ex-
cellent innovative products, and know-how and
skills, as well as the ability to meet customer
needs. Several European Commission’s activi-
ties aim to strengthen the competitiveness of
the industry, such as drafting of regulations re-
garding key aspects of the sector including di-

rectives to harmonise standards in key areas.

This is important in order to maintain and ex-
pand the activities of these sectors, especially
with regard to the economic significance of the
sector as a whole, the EU’s position compared to
international competitors, and the level of ex-
ports and the trade balance. In this scenario, im-
proved innovation and research is vital, entail-
ing increasing opportunities for researchers and

investors in the sector.

Textiles, Fashion and Creative Indus-

tries?

Fashion and creative industries such as the tex-
tiles and clothing, footwear, and leather sectors,
operate at the crossroads between arts, busi-
ness, and technology. They are in a strategic po-
sition to link creativity to innovation at a time
when culture-based creativity is an essential
feature of business innovation in the new econ-

omy.
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Cultural and creative industries (CCls) are at the
heart of the creative economy: knowledge-in-
tensive, based on individual creativity and tal-
ent, they generate huge economic wealth and

preserve European identity, culture and values.

CCls include a number of subsectors, such as ar-
chitecture, archives and libraries, artistic crafts,
cultural heritage, design, fashion, film, high-end,
music, performing and virtual arts, publishing,

radio, television and video-games.

According to a 2016 study, boosting the compet-
itiveness of cultural and creative industries for
jobs and growth shows that CCls employ more
than 12 million people in the EU, which is 7.5%
of all persons employed in the total economy.
They are an important contributor to the econ-
omy with 5.3% of the total EU gross value-added
and further 4% of nominal EU GDP generated by

the high-end industries.
Tourism?

Tourism is a major economic activity in the Eu-
ropean Union with wide-ranging impact on eco-
nomic growth, employment, and social develop-
ment. It can be a powerful tool in fighting eco-

nomic decline and unemployment.

EU policy aims to maintain Europe's standing as
a leading tourist destination while maximising

the industry's contribution to growth and em-
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ployment. It also promotes cooperation be-
tween EU countries, particularly through the ex-
change of good practice. The EU's competence
in the tourism sector is one of support and co-

ordination the actions of member countries.

The European Commission works on a number
of initiatives to diversify and improve the range
of tourism products and services available, ex-
tending from accessibility improvements to cul-
tural tourism. Besides, sustainable tourism is
perceived as essential to guarantee the compet-
itiveness of the European tourism industry, and
receives a strong policy focus, with measures

such as supporting a campaign to develop cy-
cling routes.
Practices envisaging the maintenance and sus-

tainability of the European tourism industry are,

therefore, a must. With an ever-increasing of

this sector in the global economy - generating in
2017 alone US$ 1.6 trillion in export earnings3 -
the economic potential of tourism is clear. How-
ever, its impacts over historical and natural
sites, regional economies, and local infrastruc-
ture are not to be neglected. These challenges,
on the other hand, represent a great source of
opportunities for innovative practices and solu-
tions, and tend to increase consistently in the

next decades.

Sources:

T Europa.eu
2 Eurostat.eu

3 UN World Tourism Organization (UNWTO)
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6. OPENING A BUSINESS ENTITY IN THE EU

Introduction

Starting a company in the European Union is an
easy and well-thought process, in order to facil-
itate entrepreneurship and innovativeness.
Whereas each country has its own rules, the
general directions are pretty straightforward.
Deep and practical information regarding the
specific rules to each country, on topics like reg-
ulation, taxation, among others, can be found in

the European Union website (all links listed in

this section can also be found in Section 9).

The first step to open a business in the EU is
finding a national contact point, or Points of Sin-
gle Contact (PSCs). These are e-government por-
tals that allow service providers to get the infor-
mation they need and complete administrative
procedures online, and are managed by the

‘EUGO network’ of national coordinators.

PSCs provide information concerning a wide
range of practical issues, from licences and per-
mits needed to start a business to labour and

social laws, rules, and costs for application. The

Enterprise Europe Network (EEN) website pro-
vides a quick tool to help locate the local contact
point most suitable to your needs, as well as

other relevant information.
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Start-ups

The process to open a start-up in the EU vary de-
pending on the country. However, the EU en-
courages all countries to meet certain targets

for helping to set up new companies, including”:

e setting up in no more than 3 working
days

e costing less than EUR 100

o completing all procedures through a
single administrative body

o completing all registration formalities
online

e registering a company in another EU
country online (through the national

contact points)

There are several websites and platforms to
help you open your start-up in Europe. The

Start-Up Europe Club portal provides important

information regarding key topics such as net-
working possibilities, EU funds and support,
how to increase your exposure, relevant events,
among others. Being an initiative from the Euro-
pean Commission, the website is the starting

point to connect small entrepreneurs to local
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start-up ecosystems and provide them the infor-

mation they need to grow and thrive in Europe.
Small and Medium Enterprises (SMEs)

Small and medium-sized enterprises (SMEs) are
the backbone of Europe's economy. As defined

by the EU Recommendation 2003/361, the main

factors determining whether an enterprise is an
SME are staff headcount and either turnover or
balance sheet total (applied to individual firms

only - i.e., not part of a larger group), as shown

below:
Turnover /
Staff
Category Balance sheet
Headcount
total
<€50m/
Medium-sized <250
<€43m
<€10m/
Small <50
<€10m
<€2m/
Micro <10
<€2m

This type of companies, including start-ups,
represents 99% of all businesses in the EU. In

the past five years, they have created around

a7

85% of new jobs and provided two-thirds of the

total private sector employment in the EU".

With that in mind, the European Commission
has taken several efforts to promote entrepre-
neurship and provide optimal conditions to
businesses all over Europe. Among those, the

creation of the Small Business Act (SBA) acts as

an overarching framework for the EU policy on
Small and Medium Enterprises, providing them
easy and clear regulation, a lighter taxation bur-
den, promotion of innovation and access to fi-

nance, among others.

The EC provides a self-assessment tool to deter-

mine if your company qualifies as an SME, and
is therefore able to take advantage of its special

framework.

Sources:

1 European Commission
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http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32003H0361&locale=en
https://ec.europa.eu/growth/smes/business-friendly-environment/small-business-act_en
http://ec.europa.eu/growth/tools-databases/SME-Wizard/smeq.do;SME_SESSION_ID=K9zHx9B2_rLVcLJTL7q2FqtWH9pSgXiccSZ1b7l5ePQRLcvuDIns!959208218?execution=e1s1
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7. RESEARCH AND BUSINESS FUNDING

Some funding opportunities covered in this
section may have restrictions to non-EU
nationals. Be sure to inform yourself about the
requirements for each!

Specialized ENRICH in Brazil publications
focusing on EU funding for Europeans and
Brazilian funding for Brazilians will be available
in the future. Stay tuned!

Horizon 2020

The importance of synergetic relation between
business and research has increased constantly
in the last decades. According to the IMF’, re-
search and development, from both domestic
and foreign sources, figure among the most im-
portant factors to drive innovation in a country,
with increases in productivity following a similar

pattern.

This perspective is shared by the EU, and its
measures to foster research and development
illustrate that. With its vision Open Innovation,
Open Science, Open to the World, the EU set pol-
icy goals focusing on i) opening up the innova-
tion process to people with experience in fields
other than academia and science, ii) spreading
knowledge as soon as it is available using digital

and collaborative technology, and iii) promoting
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international cooperation in the research com-

munity.

The tools to achieve these goals are several. The
most important project, Horizon 2020 (H2020),
is the biggest EU Research and Innovation pro-
gramme ever with nearly €80 billion of funding
available over 7 years (2014 to 2020)?, providing
a plethora of opportunities to researchers from

virtually all fields.

Whereas Brazilian institutions are not directly
eligible for funding in all projects, many require
the participation of Brazilian partners, and pro-
vide grants for Brazilians in these specific pro-
jects. Besides that, a co-funding mechanism
signed by the European Commission, the Brazil-
ian National Council for Scientific and Techno-
logical Development (CNPq), the Brazilian Fund-
ing Agency for Studies and Projects (FINEP), and
the Brazilian National Council of State Funding
Agencies (CONFAP) provides funding for pro-
jects under H2020 that may interest Brazilian
partners. It also outlines the necessary opera-
tional steps for launching coordinated calls and
for twinning of projects in areas of common in-

terest.

All information about the different aspects of

the programme can be found in its website (all
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links listed in this section can also be found in
Section 9). Besides that, the European Commis-
sion provides a page listing all Brazilian National

Contact Points, who can also provide guidance,

practical information and assistance on all as-

pects of participation in Horizon 2020.

While Horizon 2020 ends in 2020, the next re-
search and innovation framework programme,

Horizon Europe, has already began to structure

its approach and negotiations have already
taken place within the EU regarding its final as-
pects. The programme is expected to be offi-
cially launched on 01 January 2021. It will be an
ambitious €100 billion programme expected to
continue the successful trajectory of its prede-
cessors by offering numerous opportunities for
researchers from Europe and beyond. The re-
quirements for participation will be similar to

those applying to Horizon 2020.
Funding your Research

Another important platform offered to re-
searchers is EURAXESS, a unique pan-European
initiative delivering information and support
services to professional researchers. It offers
opportunities to individual researchers who are
in search of a job position, funding grants, host
institutions, or information and assistance to
achieve their career goals. With more than 10
thousand job positions available and a similar

number of registered organisations, EURAXESS
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is a powerful tool to find diverse opportunities
for your research prospects, all free of charge.
More information regarding the platform and its
opportunities can be found directly under its

central website, or on its Latin American and

Caribbean EURAXESS page.

The European Research Council (ERC) also pro-

vides grants for researchers since 2007, with fo-
cus on consolidating already successful re-
search careers in Europe. Being part of Horizon
2020, the total budget allocated to the ERC for
the period 2014-2020 is € 13.1 billion, what rep-
resents 17% of the overall Horizon 2020 budget.
Since 2007, some 8,000 projects have been se-
lected for funding from more than 65,000 appli-
cations, and ERC grantees have won prestigious
prizes, including 6 Nobel Prizes, 4 Fields Medals,
5 Wolf Prizes, and more. All information regard-
ing ERC funded projects, including statistical
data on evaluated proposals and selected pro-
jects, as well as rules and how to apply to the

funds can be found under the ERC website.
Funding your business

The funding opportunities for businesses and
entrepreneurs are manifold. EU Funding is
available for all types of companies of any size
and sector including entrepreneurs, start-ups,
micro companies, small and medium-sized
enterprises, and larger businesses. Awide range

of financing is available: business loans,

EUROPEAN NETWORK OF
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https://ec.europa.eu/research/participants/portal/desktop/en/support/national_contact_points.html#c,contact=country/sbg/Brazil/0/1/0&function_details..function_abbr/sbg//0/1/0&+person.last_name/desc
https://ec.europa.eu/research/participants/portal/desktop/en/support/national_contact_points.html#c,contact=country/sbg/Brazil/0/1/0&function_details..function_abbr/sbg//0/1/0&+person.last_name/desc
https://ec.europa.eu/info/designing-next-research-and-innovation-framework-programme/what-shapes-next-framework-programme_en
https://euraxess.ec.europa.eu/
https://euraxess.ec.europa.eu/worldwide/brazil
https://euraxess.ec.europa.eu/worldwide/brazil
https://erc.europa.eu/

Facts & Figures: Get to know the European Union and its Innovative Industries

microfinance, guarantees and venture capital.
Every year the EU supports more than 200,000

businessesz2,

The decision to provide EU financing will be
made by the local financial institutions such as
banks, venture capitalists or angel investors.
Thanks to the EU support, the local financial
institutions can provide additional financing to

businesses.

The several funding programmes available once
again make clear the importance of innovative
businesses, with a strong focus on Small and
Medium Enterprises with innovative practices.
The COSME Programme is especially designed
to provide funding to SMEs in all phases of their
lifecycle - creation, expansion, or business
transfer. The programme, running from 2014 to
2020 with a planned budget of EUR 2.3 billion,
provides guarantees to small and medium-sized
enterprises for loans mainly up to EUR 150,000,
besides  supporting  entrepreneurs by
strengthening entrepreneurship education,
mentoring, guidance, and other services. A
European legal entity is necessary to access
COSME's opportunities, but its legal basis allows
entities from other countries to participate in

certain projects on a self-financing basis.

Deeper information can be found in COSME's

webpage.
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Part of Horizon 2020, the InnovFin Programme

aims to facilitate and accelerate access to
finance for innovative businesses and other
innovative entities in Europe. It is a joint
initiative launched by the European Investment
Bank Group (EIB and EIF) in cooperation with the
European Commission, and has as its primary
goal the simplification of access to loans and
guarantees to innovative businesses, as well as
financing research & development projects. The
programme is not restricted to SMEs, but rather
covers the whole spectrum, from start-ups to
large private companies, research institutions,

or universities.

Financing cultural and creative sector SMEs is
perceived as challenging, due to the specificities
of the sector and intangible assets it deals with.
To cover this gap, the European Commission

created the Creative Europe Programme, in

order to support Europe’s cultural and creative
sectors. With a budget of €1.46 billion, the
programme envisages the maintenance and
expansion of the European culture and heritage
through several aspects, from literature to

cinema and other audiovisual initiatives.

The EC also provides opportunities focused on
more vulnerable groups and regions, envisaging

diminishing possible disparities within the

region. The Programme for Employment and

Social Innovation (EaSl) is a financing instrument

at EU level to achieve this goal. One of its three
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http://ec.europa.eu/growth/smes/cosme/
http://ec.europa.eu/growth/smes/cosme/
http://www.eib.org/en/products/blending/innovfin/index.htm
https://ec.europa.eu/programmes/creative-europe/
http://ec.europa.eu/social/main.jsp?catId=1084&langId=en
http://ec.europa.eu/social/main.jsp?catId=1084&langId=en
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axes, the  Microfinance and  Social
Entrepreneurship axis, supports microcredit
and microloans for wvulnerable groups and
micro-enterprises, as well as  social

entrepreneurship businesses.

Whereas the European Commission does not
directly finance entrepreneurs or social
enterprises, it enables selected microcredit
providers and social enterprise investors in the

EU to increase lending. Organisations that can
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apply for funding are public and private bodies
established at national, regional or local level
and providing microcredit for persons and
microenterprises and/or financing for social

enterprises in these countries.

Sources:

1 International Monetary Fund - World
Economic Outlook (April 2018)

2 Horizon 2020 website
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8. VISA REQUIREMENTS

Travel Visa'?

Brazil has a visa exemption agreement with
more than 90 jurisdictions, including the Euro-
pean Union. This means that, currently, Brazil-
ian citizens are exempt from requiring a visa to
enter the European Zone for a short-stay (up to
90 days). Your passport must have a minimum
expiry date of 3 months beyond the intended

stay.

From the 28 member-states of the EU, 22 are
part of the Schengen Area, together with seven
non-EU countries (lceland, Monaco, Norway,
Liechtenstein, San Marino, Switzerland, and Vat-
ican City). Inside the Schengen Area, any person,
irrespective of nationality, may cross the inter-
nal borders without being subjected to border
checks. This system greatly facilitates the move-
ment inside the EU and permits the authorities
to focus their efforts on the outside borders, in-

creasing security and freedom.

The EU countries which are not part of the
Schengen Area (Bulgaria, Croatia, Cyprus, Ire-
land, Romania, and the United Kingdom) have
specific rules each to enter the country. For Bra-
zilian citizens, no visa is required to enter the UK
and Ireland, whereas Bulgaria, Croatia, Cyprus,
and Romania authorize foreign nationals who

have a Schengen visa (got at the Schengen Area
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entry) to enter the countries for a short-term
stay. If you have doubts regarding your trip,
please contact the consulate of the country you

are travelling to.

From 2021 on, all Brazilian travellers wishing to
visit Europe for business or leisure will need to
apply online for a European Travel Information
and Authorization System (ETIAS) travel author-
ization. The ETIAS visa application form will be
obtained through a simple, cheap and fast
online process. In the vast majority of cases, an
authorization should be given in a matter of
minutes. The only official document that travel-
lers will need to complete the online application
is a biometric passport, besides an email ad-
dress and a debit or credit card. Once the ETIAS
registration and application process is com-
plete, submitted and approved, the ETIAS travel
authorization document will be issued and valid

for 3 consecutive years.
Student Visa3

A student visa is an authorization the govern-
ment of the designated country issues to stu-
dents who are already accepted at a certified ed-
ucational establishment. Brazilian citizens who

wish to come and study in Europe must apply

EUROPEAN NETWORK OF
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for a Schengen student visa, as well as for a res-
idence permit, in case the study period is longer

than 90 days.

Each country has specific rules regarding the
necessary documents to apply for a student
visa, so it is important to check with the coun-
try’s embassy/consulate before applying. The

usual requirements are:
e Filled application form;
e Passport photos;

e A valid passport (with a minimum expiry
date of 3 months beyond the intended stay,

and at least two blank pages);

e Documentation to prove how you intend to
support your stay in Europe (scholarship,

own savings, other income sources);
e Proof of accommodation;
e Health Insurance;
e Letter of acceptance from your university;
e Payment receipt of the processing fee.

The submission to a visa must be made through
the consulate or embassy of the country in
which you will study. The residence permit is
usually done after the arrival, with the local au-

thorities.
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Employment Visa3

If you have got a job in the EU, similar require-
ments to a student visa apply. However, instead
of a letter of acceptance for a university, the em-
ployment contract between the future employer
and the employee is required, as well as copies
for all previous visas granted (usually available

in older passports).

Once again, every country has its own rules con-
cerning the application, so it is important to con-
tact the consulate/embassy of the destiny to get

to know potentially required documents.
Business Visa3

If you are travelling to Europe for more than 90
days due to business reasons, either represent-
ing a company located in Brazil or as a self-em-

ployed individual, you will need a business visa.

Additional to the documents aforementioned,

you will need:

A round-trip itinerary, detailing dates and
flight numbers specifying entry and exit

from the Schengen area;

e A cover letter specifying the reasons to your

Visit;

e A short profile of your working place/self-

employed activities;

e An invitation letter written by the partner

company in Europe;
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e For employees of a company:

o A letter from your employer, restat-
ing the purposes of your visit and itin-
erary;

o Your employment contract;

o A current bank statement of the lat-
est 6 months;

o A leave permission from the em-
ployer;

o Income Tax Return (ITR) form or Cer-
tificate of Income Tax deducted at the
source of salary;

e For self-employed individuals:

o A copy of your business licence;

o The company bank statement of the
latest 6 months;

o Income Tax Return (ITR).
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What type of visa do | need?

Since the visa requirements may vary for coun-
try to country, as well as the nature of your stay
in Europe, the most suitable visa may not be al-
ways clear. The short list mentioned in this sec-
tion gives a general idea of the needed docu-
ments, but exceptions may apply. Therefore, it
is strongly recommended to get in contact with
the consulate or embassy of the target country
in Brazil, to clarify all possible questions. A list
with the websites of all EU embassies is found in

Section 9.

Sources:

T Europa.eu

2 EtiasVisa.com

3 SchengenVisalnfo.com
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9. ADDITIONAL INFORMATION

l

Additional information regarding all topics covered in this document can be found in the links below:

ENRICH in Brazil website Link
INCOBRA website Link
European Union Link
European Commission Link
Delegation of the European Union to Brazil Link
Roadmap for EU-Brazil S&T Cooperation Link
International Cooperation Brazil-EU in R&I Link
FINEP - Financiadora de Estudos e Projetos Link

Economic Indicators

—
=~

In

Eurostat

L
=

CIA World Factbook in

Opening a business entity in Europe

EU Practical guide to doing business in Europe Link
Enterprise Europe Network Link
StartUp Europe Link
SME Self-assessment questionnaire Link
Horizon 2020 website Link
H2020 Factsheet Link
H2020 National Contact Points for Brazil Link
H2020 Work Programme 2018-2018 Link
EC Partner Search Link
EC Project Search Link
Research and Innovation Observatory Link
Horizon Europe Link
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http://brazil.enrichcentres.eu/page/home/
https://www.incobra.eu/
https://europa.eu/
http://ec.europa.eu/
https://eeas.europa.eu/delegations/brazil_en
https://ec.europa.eu/research/iscp/pdf/policy/br_roadmap_2017.pdf
https://ec.europa.eu/research/iscp/index.cfm?pg=brazil
http://www.finep.gov.br/
https://ec.europa.eu/eurostat/data/database
https://www.cia.gov/library/publications/the-world-factbook/
https://europa.eu/youreurope/business/index_en.htm
https://een.ec.europa.eu/
http://startupeuropeclub.eu/
http://ec.europa.eu/growth/tools-databases/SME-Wizard/smeq.do;SME_SESSION_ID=q6H7JtD7hmSQwcd6OeFgEI_HcOp9Yp_vjwtaqwCQfQTWI0E_KrWp!959208218?execution=e1s1
https://ec.europa.eu/programmes/horizon2020/en
https://ec.europa.eu/research/horizon2020/pdf/press/fact_sheet_on_horizon2020_budget.pdf
https://ec.europa.eu/research/participants/portal/desktop/en/support/national_contact_points.html#c,contact=country/sbg/Brazil/0/1/0&function_details..function_abbr/sbg//0/1/0&+person.last_name/desc
https://ec.europa.eu/research/participants/portal/desktop/en/opportunities/h2020/search/search_topics.html#c,topics=callStatus/t/Forthcoming/1/1/0/default-group&callStatus/t/Open/1/1/0/default-group&callStatus/t/Closed/0/1/0/default-group&+identifier/desc
https://ec.europa.eu/research/participants/portal/desktop/en/organisations/partner_search.html
http://ec.europa.eu/research/participants/portal/desktop/en/projectresults/index.html
https://rio.jrc.ec.europa.eu/en/
https://ec.europa.eu/info/designing-next-research-and-innovation-framework-programme/what-shapes-next-framework-programme_en
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Other funding opportunities

EURAXESS Link
EURAXESS Latin America and Caribbean page Link
European Research Council (ERC) Link
COSME Programme Link
InnovFin Link
Programme for Employment and Social Innovation (EaSIl)  Link
Creative Europe Link

Living and Working in Europe

Living in the EU Link
European Job Mobility Portal (EURES) Link
Schengen Visa Policy Link
Schengen Visa Info Link
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Austria Link
Belgium Link
Bulgaria Link
Croatia Link
Cyprus Link
Czech Republic Link
Denmark Link
Estonia Link
Finland Link
France Link
Germany Link
Greece Link
Hungary Link
Ireland Link
Italy Link
Latvia Latvia has no diplomatic representation

in Brazil, only honorary consulates (Link)
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https://euraxess.ec.europa.eu/
https://euraxess.ec.europa.eu/worldwide/brazil
https://www.erc.europa.eu/
http://ec.europa.eu/growth/smes/cosme/
http://www.eib.org/en/products/blending/innovfin/index.htm
http://ec.europa.eu/social/main.jsp?catId=1084&langId=en
https://ec.europa.eu/programmes/creative-europe/
https://europa.eu/european-union/about-eu/figures/living_en
https://ec.europa.eu/eures/public/en/homepage
https://ec.europa.eu/home-affairs/what-we-do/policies/borders-and-visas/visa-policy_en
https://www.schengenvisainfo.com/
https://www.bmeia.gv.at/br/embaixada-da-austria-em-brasilia/
https://brazil.diplomatie.belgium.be/pt-br/embaixada-e-consulados
https://www.mfa.bg/en/embassies/brazil
http://br.mvep.hr/
https://www.embaixadas.net/1/3492/Chipre-em-Brasilia
https://www.mzv.cz/brasilia
http://brasilien.um.dk/pt/
http://www.brasilia.vm.ee/por/embaixada
http://finlandia.org.br/public/default.aspx?contentlan=17&culture=pt-BR
https://br.ambafrance.org/-Portugais-
https://brasil.diplo.de/br-pt/representacoes/botschaft
https://www.mfa.gr/missionsabroad/br/brazil.html
https://braziliavaros.mfa.gov.hu/bra
https://www.dfa.ie/irish-embassy/brazil/
https://ambbrasilia.esteri.it/ambasciata_brasilia/pt/
http://www.itamaraty.gov.br/pt-BR/pa%C3%ADses/157-exteior-no-brasil/5372-representacoes-da-letonia-no-brasil
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Lithuania General Consulate (Link)
Luxembourg General Consulate (Link)
Malta General Consulate Information (Link)
Netherlands Link

Poland Link

Portugal Link

Romania Link

Slovakia Link

Slovenia Link

Spain Link

Sweden Link

United Kingdom Link
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http://br.mfa.lt/br/pt/
http://consuladoluxemburgo.com.br/en/home-2/
https://www.embassypages.com/missions/embassy17041/
https://www.netherlandsandyou.nl/your-country-and-the-netherlands/brazil/about-us/embassy-in-brasilia
https://brasilia.msz.gov.pl/pt/
http://www.embaixadadeportugal.org.br/
http://brasilia.mae.ro/pt
https://www.mzv.sk/web/brazilia-en
http://www.brasilia.embassy.si/index.php?id=57&L=19
http://www.exteriores.gob.es/Embajadas/BRASILIA/pt/Embajada/Pages/Demarcaciones.aspx
https://www.swedenabroad.se/pt/embaixada/brasil-bras%C3%ADlia
https://www.gov.uk/world/organisations/british-embassy-brazil.pt
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CONTACT US AT:

brazil@enrichcentres.eu

ENRICH in Brazil is made possible with the support
of the CEBRABIC project and its partners

~ Fraunhofer

IPK

Fraunhofer Institute for Production
Systems and Design Technology (IPK)
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