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Aim of the WP 9

A To build scenarios for Europe, taking into consideration the important
and profound changes that are taking place as a result of:

- the deep economic crisis, that generated reactions in the form of
Gtructural adjustmentséin the European economies;

- the need for European economies to become @ctivedin their
strategies, rather than keeping a passive attitude.

A These trends have been assumed as main driving forces in different
scenario building exercises.



STRUCTURAL ADJUSTMENTS TO THE CR



Recently emerging tendencies, risks and opportunities, and
structural adjustments for the EU

Structural adjustments

Newtrends Risks Opportunities
W I pportuntt of the EU economy

Ongoing revision of public expenditure
criteria in several EU countries

Lower Keynesian

. . Revision of public expenditure criteria
stimulus in EU areas

Limited resources for
public expenditure in
the EU

Decreasing quality of
gifare state (educatiot
healthcare)

Public budgets more strictly under contrc

. . . Reduced amount of public resources
(less profligate public expenditure)

Concentration of the (fewer) public resourt

Joblosses ) .
in strong areas in CEECs

Loss of flexibility in
CEECs (no freedom o
exchange rates, public Financial stability and discipline in public
Process of adjustmen ¢ penditure, and othetr accounts
to the EU integration - phacroeconomic policy
tools)

| — Integration in a larger market

Loss of costompetitiveness in CEECs

LimitedR&D budgets
due to the fiscal and
credit crunch and the
rowth slowdow

Loss of dynamic Schumpeterian selection process of Concentration of the R&D
efficiency innovative actors resources in strong areas

Reshuffling of
productive
1alization patte

EXxposure to new
mpetitors from new Increase in economic potential and resiliel
areas

Reindustrialization of sectors related to gre
economy technologies

oss of economic
potential for EU
countries

Endogenization of investment (less
exogenoushdriven growth process)

Geographical
reorientation of FDIs

Loss of FDIs inflows into the EU




Government consolidated gross debt as a % of GDP in the Eurc
Area and the five largest EMU economies, 198%12
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limited availability of
resources for public
budgets with many
consequences:

-a contraction of
Keynesian stimuli,
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- a decrease of the
guality of the Welfare
State,

-a loss of jobs in both
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Real effective exchange rates for the CEECs, 192012 (2004

Increasing integration of national economies, and in particular
those of CEECs, into a larger,-widle, economy
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R&D concentration in EU27
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Location quotients of NACE2 industries in CEECs and EU15 countries in 2008 anc

Process of reshuffling of industrial specialization
patterns in EU regions
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Agriculture, Industry (except Construction Wholesale andinformation and Financial and

forestry and
fishing

construction)

retail trade, communication
transport,
accomodation
and food
service activities

insurance
activities

Real estate

activities

Professional, Public Arts,

scientific and administration, entertainment
technical defence, andrecreation;
activities; education, other service

administrative human health  activities;
and support and social work activities of
service activities activities ~ household and
extraterritorial
organizations
and bodies

A tendency
emerges
towards a
homogeneizatio
n of productive
activities
between
Western and
Eastern Europe.
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A referencescenario

A reference scenario is built with the conviction that the future cannot
be a pure extrapolation of the conditions before the crisis.

The new adjustment strategies already undergoing in Europe are
assumed to remain in the future.

The main assumptions of the reference scenario are:

- limited public resources;
- concentration of R&D investments in strong areas;
- geographical re-orientation of FDI;

-tendency of Western countries to move towards advanced
technological sectors, like renewable energies and green technologies;

- loss of competitiveness of CEECs because of their EU member
status;

- decisive way out of the crisis at the end of 2015.



Alternative scenarios

A scenario of place-based competitiveness is a scenario based on the
willingness to achieve the competitiveness levels of the pre-crisis
period.

U Competitiveness is dependent on the exploitation of a hugely differentiated
and scattered endowment of i t e r rci at poi rineai@ lup of natural and artificial
specificities, varied settlement structures, cognitive and relational assets at
different degrees of complexity and development.

A spatial equity scenario, based on the aim to limit the social costs
that accompany the crisis, without renouncing to a modernization of
the economy



Alternative scenario assumptions

Alternative scenarios

New trend

Referencescenario Placebasedcompetitiveness Spatialequity
Limited resources for Ongoing revision of public Different public expenditure criteriz Different public expenditure criterie
public expenditure criteria in severa concentration in mediunsize cities, concentration in peripheral areas
expenditure in the EU EUcountries more oriented towards the private more oriented towards the public
sector sector
Reduced amount of public  Aslightlyhigheramountof public ~ Ahigheramountof publicresources
resources resourcegaidbytaxincreases  onlypartiallypaidby taxincreases
Increasdan publicdebt
Concentration of the (fewer)
public resources in strong are
in CEECs
Process of adjustment to Loss of costompetitiveness ir More integration of CEECs within t Postponement of the integration o
the EU integration CEECs eurozone CEECs within the euro zone

Productivity increases will be highs
than increases in wages

Limitedinnovation budget: Concentration of thénnovation Generalized increase innovation Generalized increase innovation
due to the fiscal and credi  resourcesn strong areas resourcesmore oriented towards resourcesmore oriented towards

crunch and the growth secondrank cities peripheral areas

slowdown

Reshuffling oproductive  Reindustrialization of sectors Reindustrialization Growth in 'soft' industries (tourism

specializatiorpatterns related to green economy of the EUthanksalso public administration)
technologies to reducedinterestrates

Geographicaleorientation Loss of FDIs inflows into the E FDI incentives towards secomank  FDI incentives towards periphera
of FDIs cities areas




Results by macro aggregates in the reference scenario

20122030
Scenario Reference The CEECs countries
grow more than the
Western countries.
Variable EU27 OIldl5 CEEC

CEECs countries

increase employment in

manufacturing, entering a
new stage of

Manufacturing employment

155 1.6
growth development
Service employment growtf 1.54 1.4 Western countries have a
productivity led growth. In
_— CEECs countries
Total employment growth (& 1.48 @ employment grows more

than GDP




Averageregional GDPgrowth 20122030¢ Referencescenario

Southern peripheral countries
grow less than Northern
countries.

Southern European countries
pay for the difficult present
conditions on their future
evolutionary trajectories.

Eastern European countries still
grow more than the EU 15, but
this is not enough to catch up
the GDP per capita levels of the
Western countries in 2030.

Overall intra-national regional
disparities increase.



