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Potential GDP growth in 2015, difference with average 1998-
2007 

Potential GDP Growth in the EU 

Source: EC and Ameco database 

Low potential growth is one of the key 
EU challenges 

Contribution to Potential growth GDP, avg 2010-2015 
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The EU’s competitiveness gap is the 
result of wide-ranging shortfalls 

Annual shortfalls – examples 
Estimates (EUR bn) 
 
Innovation and modernisation 
- R&D investment: 130 
- Industrial modernisation: 90 

 
Finance for growth  
- Net bank lending* 55 
- Venture capital financing** 20 
 
Human capital development  
- Educational facilities 10 
- Educational operational spending 90 
 
Infrastructure investments  
- Broadband and data centres: 55 
- Energy: 100 
- Transport: 50 
- Environmental rehabilitation 90 
* Compared to pre-crisis flows 
** Compared to US VC financing flows 
Source: EIB (2105) “Restoring EU Competitiveness” available at 
http://www.eib.org/infocentre/publications/all/restoring-eu-competitiveness.htm 

Enabling environment  

Institutions & 
markets 
- Competition 
- Flexibility 
- Regulations 
- Integration  

Human 
capital 
- Skills 
- Health 

Infrastructure 
- Transport 
- Energy 
- ICT 
- Environment 

Financial sector  
- Financing 

innovation and 
growth 

- Venture capital 
- Capital markets 

Capacity for change 

…across the economy 

  

…within firms 

Innovation 
- RDI investments 
- Commercialisation 
  

Absorption 
- Uptake of innovation  Strategic sector presence 

Economic dynamism 
- Ability to grow  
- Substitution of less 

competitive firms 

Wealth creation 

Productivity Prosperity Trade 
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Depressed Investment, Below 
Depreciation  

Constraints to investment: 
 
• structural impediments 
• lack of confidence 
• need of reallocating resources 
• low risk bearing capacity in the 

system  
• in some cases impaired access to 

finance (SMEs) 
 

Source: EIB Investment and Investment Finance 2015 
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Investment Responsiveness to  
Global Growth Opportunities 

Source: EIB research – Brutscher 2015 

Financial frictions – banks and 
corporate leverage 

 Moderate 

 Medium 

 Strong 

 No data 

Need to alleviate banks’ 
capital constraints 

Need to alleviate constraints 
- Banks: Capital adequacy 
ratio under the ECB asset 
quality review  adverse 
scenario  



The Investment Plan tackles all those - a 
concerted action to create an 

environment conducive to investment 
  

• Generate an environment conducive to investment 
• Structural reforms to generate an investment friendly environment 

• European market integration (institutionally and physically), creating competitiveness 
enhancing investment opportunities 

• Public support, via the EFSI and EIB activity, can help to kick-
start 

• Public stimulus targeting competitiveness-enhancing investments with positive spill-overs 
like research, development, innovation, skills and infrastructure 

• Targeting commercially sound, economically and technically viable projects and trying to 
avoid market distortion (new focus on smaller projects, not only targeting market leaders) 

• Turning grants into catalytic financial instruments. As public stimulus will cover for some 
of the risk taking, abundant market liquidity will be attracted in an easier way 

• Advisory and coordination of project preparation 
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European Fund for Strategic 
Investments (EFSI) 
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 The investment plan is just one of 
various elements to support investment 
 

 It concentrates on investments in merit 
goods 
 

 EUR 105 bn is 
 0.8% of GDP 
 11.8% of investment in target areas 

(sum of R&D, technology adoption, 
education infrastructure, transport, 
energy, environment, broadband 
and data centres) 
 

 Quality of projects, more risk taking and 
additionality 

 
 

Does it matter? 
  



Why are we interested in CompNET? 
  

• Reallocation of resources is key to enhance potential growth  
• Moving the frontier and from low to high productive firms 

• Structural reforms and completion of the EU internal market, to enhance flexibility 
(within sectors and countries and at the EU level) 

• Financial frictions exist and financial markets can be unprepared to deal with 
reallocation of resources 

• Public support important but should be well designed, to avoid distorting incentives 

• EIB economic department particularly interested in the link 
between reallocation of resources and financial frictions – in the 
post crisis environment 

• Is a bank based system able to support a reallocation of resources? Debt vs Equity 

• Is the post crisis legacy of the EU financial sector a constraint to reallocation of 
resources? 

• Do policy interventions (ECB, EIB, EU) distort incentives for reallocation of 
resources? 
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