Monthly note
On 22nd January 2014 the
Commission has adopted the
Communication "For an European
Industrial Renaissance".
The 2014 Communication fully
endorses the industrial policy
approach put forward in the 2010
and 2012 Communications while
highlighting the need to take
action now in order to assure
their full implementation. In
particular it identifies seven key
priorities for policy guidance:
1.
2.
3.
4.
5.
6.

Mainstreaming
industrial
competitiveness objectives
Accessing financial resources
to
make
the
industrial
renaissance happen
Improving
the
business
framework
Easier
access
to
critical
production inputs
Maximise the potential of the
internal market
Internationalization
of
EU
firms
Improving
education
and
training –facilitating mobility

Industrial policy
indicators and
analysis
March 2014
SPECIAL FEATURE: HIGH LEVEL GROUP ON BUSINESS SERVICES
Manufacturing production increases in February 2014 however
price development signals potential risks ahead
EU manufacturing production increased by 0.5% in the EU during January 2014.
On an annual basis, industry has grown 2.1%, nearly
twice the expected GDP growth.
Due to weak internal demand, manufacturing growth
continues to be export driven and EU manufacturing
international competitiveness is improved due to lower
output prices. Other monetary variables such as the
exchange and interest rates are not contributing to
reinforce this cost competitiveness advantage and limit
industry's contribution to the recovery. A more
accommodating macroeconomic policy stance would
provide further boost to exports thereby speeding up
the reallocation of resources towards the exporting
manufacturing and business sectors.

The HLG calls for a strong partnership to
support the development of the Business Services sector
Manufacturing incorporates an increasing share of services. A growing number of
products consist of bundles of goods and services sold to international users. The
productivity of manufacturing hinges on business services sector productivity. As
as services and manufacturing activities are increasingly integrated, policies need
to be developed addressing this integration and mutual dependency.

Previous issues are available here:

The HLG on business services has been examining these issues and has delivered
detailed recommendations aiming to: 1) Integrate business services in the Europe
2020 Strategy; 2) Strengthen the Internal Market for Business Services; 3) Seize
the International Opportunity; 4) Focus on Public Procurement; 5) Create the
Technological Infrastructure for Future Business Services; 6) Develop and UpSkilling the Workforce; 7) Give business Services a voice through partnership and
representation including the development of an initiative of common European
interest.

http://ec.europa.eu/enterprise/poli
cies/industrialcompetitiveness/economiccrisis/monthly_notes_en.htm

To support the implementation of the recommendations, the HLG has asked to put
in place a partnership between the Commission, Member States and the wider
community of Business Services stakeholders.

7.

This note is prepared by Directorate
General Enterprise and Industry Unit A4 "Industrial Competitiveness
Policy for Growth".

Enterprise
and Industry
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up

by

0.5%

of 2011 (53.4). Manufacturing still outperforms
services in this respect. The reported rate of output
growth indicates that manufacturing will grow at
around 1% during the first quarter of 2014,
contributing to an estimated GDP growth of 0.5%
during that same period (graph 2).

in

Industrial production in the EU increased by 0.4% in
February 2014. This increase in industrial production
is due to the production of non-durable consumer
goods rising by 0.9% and intermediate goods by
0.5%, while durable consumer goods fell by 0.7% and
energy by 1.4%. On an annual basis industry has
grown 2.1%. Out of the seven Member States that
account for 75% of total industrial production2, only
Italy (-0.5%), the Netherlands (-0.2%) and Poland (0.9%) saw a decrease in industrial production.
Manufacturing production experienced a higher growth
rates, reaching 0.5% compared to the previous
month, 1.0% compared to the previous quarter and
3.7% in inter annual terms.

The confidence indicator continued improving thanks
to the ninth successive month of solid expansions in
production, new orders and exports. The increase in
output reached another maximum; the growth rate of
new orders and exports slowed down but remained
among the fastest of the past three years.
In March 2014 the slight growing trend in employment
experienced in the last four months was maintained.
Germany and Ireland reported additional job creation.
Italy and Spain showed marginal employment
reduction, yet far from the rates experienced earlier,
while France stood close to no change, putting a halt
to the job destruction process started in November
2013. The recent values of the PMI suggest that the
recovery process is in line with expectations, however
concerns rise regarding the risk of a deflationary
process (see below).

Graph 1 – EU Manufacturing production
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…and 2014 forecasts remain strong
Lead indicators signal positive prospects for the rest of
2014. Business confidence and economic sentiment
indicators have shown an upward trend in the first
three months of 2014.

Source: Markit, Eurostat

The most striking feature of the improvement in
overall operating conditions was the comeback of
France (graph 3). In this country output and new
orders showed the best improvements since mid-2011
and the increasing trend in backlogs would suggest
that the slowdown in employment destruction could
turn to employment creation as early as April.

In March 2014, firms perceived an overall
improvement in business conditions. Despite the dip
of manufacturing PMI (Purchasing Manager’s Index)3
to 53.0, the average reading for the first quarter of
2014 was the best outcome since the second quarter

1

Based on Eurostat and the ECB Monthly Bulletin (cut-off date 14
April 2014). Text and statistics for the EU refer to EU28.
2
DE, ES, FR, IT, NL, PL and UK using data from 2013Q4.
3
The PMI index is based on a questionnaire to a panel of managers in
industry, who are asked about the state of business conditions for a
number of variables (e.g. output, stocks, new orders, employment,
and delivery time). Their answers are computed into the index whose
value varies between 0 and 100; a value above 50 signals an increase
or improvement on the previous month.
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Contention
of
industrial
output
competitiveness improvement?

Graph 3 – Manufacturing PMI in some MS

prices:

Despite the good performance of manufacturing,
concerns were raised about the risk of deflation in
industrial prices and how this could prevent a
consolidation of the manufacturing sector recovery
and its contribution to the overall economic growth.
Euro area annual inflation is estimated to be 0.5% in
March 2014, down from 0.7% in February. Among its
main components, the service sector is expected to
have the highest annual rate in March (1.1%,
compared with 1.3% in February), followed by food,
alcohol & tobacco (1.0%, compared with 1.5% in
February), non-energy industrial goods (0.3%,
compared with 0.4% in February) and energy (-2.1%,
compared with -2.3% in February).

Source: Markit

The Economic Sentiment Indicator (ESI) 4 increased in
March by 1.2 points in the euro area (to 102.4) and
0.3 points in the EU (to 105). This improvement of the
ESI was mostly pushed by more confident consumers
as services, manufacturing and retail remained
basically unchanged. In the case of manufacturing,
brighter production expectations were cancelled out
by deteriorating appraisals of overall order books and
an increase of stocks of finished products. In
particular, the industrial sector experienced a small
increase in confidence (0.2), although remaining
above its long-term average (Graph 4).

The prices received of manufactured products have
been falling since early 2013. In February 2014,
compared with February 2013, industrial producer
prices decreased by 1.7% in the Euro zone and by
1.6% in the EU (Graph 5).
Graph 5 – Producer prices
manufacturing (2010 = 100)
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Graph 4 – Industrial confidence indicator

Source: Eurostat

Industry seems to discount this situation and the
feeling among managers is that a situation of
decreasing output prices will remain. The PMI score
for output prices fell below 50 points in March for the
first time since August 2013. The decrease in output
prices was almost generalized across countries with
the sole exception of the Netherlands. However, the
decline of output prices has been more acute in the
periphery countries (Graph 6). Such a picture points
at a situation where a self-sustained recovery is not
yet in place and is partly fuelled by price discounts to
win sales. There is no definitive answer to whether
this situation leads to a lasting deflationary period due
to its combination with a weak demand and record
unemployment or is an indication of a leaner more
competitive industry.

Source: European Commission Services

4

The Commission's Directorate for Economic and Financial Affairs (DG
ECFIN) conducts regular harmonized surveys for different sectors of
the economies in the EU and in the applicant countries. They are
addressed to representatives of the industry (manufacturing), the
services, retail trade and construction sectors, as well as to
consumers. These surveys allow comparisons among different
countries' business cycles. DG ECFIN´s ESI is a summary indicator of
five sectors confidence indicators which reflect overall perceptions and
expectations based on a monthly survey of over 200 000 industries
and consumers.
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Graph 6 – PMI Output price index
countries in the EU

With such a combination of developments the impact
on profit margins will be different across countries.
Industry needs to increase its investment level to
increase TFP, boost profit margins and take further
advantage of external market growth.

for selected

Exchange and interest rates have not been
particularly favourable to the international
competitiveness of EU exports
GDP growth has been mostly export driven during the
period 2011-2012 and it is estimated that 90% of
global growth will come from overseas in 2015, thus
access to third country markets will remain a key
feature of Europe´s competitiveness. Since July 2012
the Euro has revaluated compared to the USD by
nearly 13% (Graph 9) eating up part of the cost
competitiveness gained by output price contention.

Source: Markit

In theory lower output prices are absorbed by
industry reducing profit margins, reducing costs or
increasing productivity. In practice, unit labor costs
have stagnated in the EU, and even declined in the
periphery countries (Graph 7) and the same applies
for total factor productivity (TFP) (Graph 8).

Graph 9 – USD / Euro monthly exchange rate

Graph 7 – Real unit labour costs total economy for the
EU and selected countries (2005=100)

Source: OECD monthly monetary and financial statistics

Moreover, interest rates remain high and outstanding
debts approximately 20 per cent above the pre-crisis
levels (Graph 10). Current outstanding debt is still
around 100% of GDP and these two circumstances
could delay the consolidation of the increased
investment trends expected for 2014 and 2015, as
discussed in the February issue of the note.

Source: AMECO database

Graph 8 – Total factor productivity in total economy
for the EU and selected countries (2005=100)

Graph 10 – Interest rate for loans to non-financial
corporation and billion € of outstanding loans

Source: AMECO database
Source: ECB. Note: Loans above 1 million € and > 1 and < 5 years
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Estimates of the output gap5 by the OECD, IMF and
EC show that output could be up to 4 points higher for
the Euro zone in 2013. The mismatch between
potential and real output will remain until 2018
depending on the source of the estimate (Graph 11).

Conclusions
EU manufacturing growth continued in January 2014
and prospects for the rest of the year remain positive,
and slowly reaching all member states. However, this
continued growth has been pushed by a contention of
manufacturing prices, a situation that might affect
profits threatening them in the long run.

Graph 11 – Euro area output gap (% of potential GDP=
2013-2018F

In a context of decreasing output prices, decreasing
total factor productivity and labor costs, companies
need to invest to be able to grow. The macroeconomic
environment could be more enabling to facilitate
investment and foster innovation. A significant push
on investment and innovation is needed to revert the
decreasing trend in total factor productivity.
Moreover, this new macroeconomic environment could
enhance growth in internal demand reinforcing the
recovery path which the European Economy is starting
to follow.

Source: Citi Euro Economics Weekly 04/04/2014

Closing the output gap requires increases in capital
stock, labor use and total factor productivity.
Manufacturing must contribute to this by rising
investment and innovation, which in turn would
increase employment. This could be facilitated with a
more accommodating monetary policy.

5

The output gap is defined as the difference between actual output
and potential output, where potential output is understood to be the
maximum non-inflationary level of output.
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Special feature: High Level Group on Business Services
Did you know?


The global Business Services market is estimated to exceed €3.5 trillion, it has doubled in size during the last
decade



In Europe business services account for €1.5 trillion gross value added and provide jobs to 20 million people



The vast majority (99.8%) of firms operating in the EU business service sector are SMEs.

2 T he H i g h L e ve l G ro u p o n B u si n e s s
Se rv i ce s 6

The changing nature of the economy, coupled with the
fuzzy boundaries between manufacturing and service
firms, for example, makes analysis challenging. Good
data and statistics on Business Services are rare, and
remain a challenge. Lack of good data represents a
potential risk for policy analysis and/or international
trade negotiations with regard to services10.

Mandated in the two flagship Communications "An
Industrial Policy for the Globalisation Era"7 and "A
Single Market Act I"8, the High Level Group (HLG) for
Business Services was established in order to look at
the functioning of the Business Service market,
identify gaps in the functioning of the internal market,
standards, innovation and international trade issues.

The global Business Services market has doubled in
the last decade to reach more than €3.5 trillion in
turnover in 2009. The US is the main location for this
sector followed by the EU and Japan (Graph 12). 11 In
Europe alone, Business Services account for €1.5
trillion gross value added (see table 1).

The group had 19 Members working in the field of
Business Services. Regular meetings of the High Level
Group were combined with meetings of five Working
Groups focusing on different topics: (i) innovation; (ii)
instruments;
(iii)
internal
market;
(iv)
internationalization and (v) skills.

If economic activity in Business Services grows to the
levels achieved by the most developed countries, then
the total global market for Business Services could
reach €7.8 trillion within a decade. A critical challenge
for European Business Service firms is how to capture
a significant share of this global market opportunity.

2.1 What are business services and why they
matter?
Business Services range from professional services,
e.g. management consultancy, accountancy and legal
services - through technical services, e.g. design,
engineering and architectural services - to operational
support
services,
e.g.
office
leasing,
labour
recruitment and employment, security and industrial
cleaning activities. It is to be noticed that there is no
unique definition of what constitutes a Business
Service9.

Graph 12 – Location of Business service markets
(% of total turnover, 2009)

Furthermore, the borderlines between manufacturing
and services are becoming increasingly blurred as an
increasing number of firms are offering integrated
solutions packages for their customers that include
services as well as their core products. As services
and
manufacturing
activities
are
increasingly
integrated, policies need to be developed addressing
this integration and mutual dependency.
Source: WIOD & LBWBM in Herbert and Paraskevas (2012).
6

This paragraph is based on the report of the High Level Group on
Business Services. http://ec.europa.eu/enterprise/policies/industrialcompetitiveness/industrial-policy/hlg-businessservices/index_en.htm#h2-2
7
COM(2010)614
8
COM(2010)608
9
For instance, logistics are not included in this definition and has not
been taken into consideration in the HLG report.

10

The High Level Group’s view is that NACE codes are not as well
developed for services, as for agriculture and manufacturing.
11
Herbert, R. and Paraskevas, C. (2012) The Business Services
Sector: Calculating the Market Size, Lloyds Bank.
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shows that business services markets work best in
countries with flexible regulation on employment
change, with low regulatory costs for firms to start up
or exit a business and openness to foreign
competition13.

Table 1 - Business Services: number of enterprises,
turnover and people employed (2010)
Turnover
(€ billion)

EU 27

N° of
enterprises
(000)
3,907

1,518

People
employed
(000)
20,695

France

430

248

2,772

Germany

392

269

4,026
2,107

Italy

700

144

Poland

207

32

862

Spain

357

107

1,800

Sweden

182

54

512

UK

432

328

3,619

Three factors are expected to drive the Business
services growth:
(i) continued outsourcing by firms as they seek to
focus on their core competencies;
(ii) the servitization of manufacturing - the tendency
for manufacturing firms to sell services and solutions,
rather than only products; and

Source: Eurostat SBS in Plaisier, N., Linders, G. and Canton, E.
(2012) Study on Business-Related Services, Ecorys .

(iii) the general economic trends, where levels of
employment in services tend to increase relative to
manufacturing and agriculture, because of relatively
higher increases in productivity in manufacturing and
agriculture due to increased automation.

The EU business services sector is highly dynamic. In
the period 1999-2009 the sector´s growth rate was
more than double than that of the global economy
(2.4% versus 1.1%). Also employment grew much
faster - at an average rate of 3.6% - than
employment in the overall economy (0.8%)12. These
trends are expected to continue at a faster pace with
the advent of the industrial internet revolution (the
“internet of things”/Web 4.0).

Two distinctive features of business service firms need
to be kept in mind when looking at the sector from a
policy perspective.
One is that the vast majority of enterprises (99.8%) is
of small and medium size (SMEs), in particular micro
and small enterprises. Only Germany and the UK have
a relatively larger share of medium sized firms (2%
and 1.4%, respectively).

The potential for further growth could be gauged
looking at the ratio of outsourced business services to
total output for each industry (graph 13). The graph
shows huge differentials and underlines that the
business sector could be open to further expansion
especially in markets that are still underexploited.

The other feature is the relatively lower productivity of
business services compared to manufacturing. Labour
productivity in the service categories seem to be procyclical, with a relative stagnation compared to
manufacturing. Also productivity of manufacturing
hinges on business services sector productivity. As
business services have become more expensive, this
also diminishes the outside competitiveness of
European firms— in comparison to the US, for
example. Lagging productivity performance in the
business service sector seems to reflect low levels of
innovation and, most importantly, contributes to
explain the widening the productivity gap between US
and the EU (Graph 14).

Graph 13 – Global business services markets by
customer (% of business services to output, 2009)

Source: WIOD & LBWBM in Herbert and Paraskevas (2012).

To profit of these opportunities European markets
need to be more integrated. An intra-EU comparison
12

European Commission (2012), DG MARKT, SWD(2012)147 final –
on the result of the performance checks of the internal market for
services (construction, business services and tourism).

13

KOX, H.L.M., Unleashing competition in EU Business services, CEPS
Policy Brief, No. 284, 24 September 2012.
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2.3 Policy recommendations

Figure 14 – EU27 Index of wage adjusted labour
productivity (2003=100)

Through its discussions and consultations the High
Level Group identified a wide range of detailed policy
messages and recommendations to support European
Business Services. Collectively these can be
encapsulated in seven items that the High Level
Group recommends form a key part of the incoming
Commission’s agenda through to 2020.
Integrate business services in the Europe 2020
Strategy
The Europe 2020 strategy should adequately reflect
the importance of Business Services, both for the
business environment and for Europe as a whole. A
key aspect is how best to support European Business
Services as they seek to capture a significant
proportion of the global Business Services market.
Business Services must form a core element in the
2015 revision to the EU 2020 Strategy.

Source: Eurostat SBS in Plaisier, N., Linders, G. and Canton, E.
(2012) Study on Business-Related Services, Ecorys .

2.2 Challenges for the development of the
business sector
The High Level Group identified three factors that
challenge the future development of the business
service sector:

Efforts to engage Business Services firms in the
Horizon 2020 programme should be increased. The
programme offers significant opportunities for
business service development, but is still perceived to
favour product and technology development.

Market fragmentation. First, the Business Services
market is fragmented. There is significant scope for
strengthening the internal market, e.g. harmonising
standards, reducing administrative burden.

Strengthen the Internal Market for Business
Services
Country specific evidence shows that firms that export
services are more productive (both total factor
productivity and labour productivity), pay higher
wages, have greater employment levels and are less
likely to exit the industry. The extent of these
advantages increases as the volume of export sales
made by a firm increases (UK, Germany, Ireland and
Slovenia15,16,17). But despite these benefits, data
suggests that only between 6-20% of the services
provided in the EU have a cross-border dimension.
Some obstacles are inherent to diverse business
environment in the 28 member states, and to
regulatory and non-regulatory barriers.

International Competition. Second, we are seeing
rapid growth of indigenous Business Service firms in
some of the highest growth markets – e.g. growth of
consultancy and software firms in China and India. It
is vital that European Business Service firms gain a
foothold in these rapidly growing and high potential
markets and they need support in doing so.
Lack of innovation. Third – we are in the midst of a
4th industrial revolution, enabled by sensors, data,
analytics and the internet. Business Service firms of
the future will play a crucial role in supporting
industrial firms seeking to capitalize on the “internet
of things” or “web 4.0”14. Europe has to meet this
challenge head on and significantly increase the pace
of technological development and deployment if
European Business Services firms are going to seize
the global opportunity Business Services offer.
Achieving this will require coordinated effort and
engagement across European manufacturing and
services firms.

The High Level Group identified the bureaucracy and
administrative burdens that exist within the internal
market as significant issues affecting the capacity of
companies to act cross-border. The HLG suggests

15

Richard Kneller, Richard Upward, Peter Wright (2010) ‘A study of
the impact of exporting on service traders’, Leverhulme Centre for
Research on Globalisation and Economic Policy, School of Economics,
University of Nottingham
16
Petersa, Riley, Siedschlag, Vahter, McQuinn ‘Innovation and
Productivity in Services: Evidence from Germany, Ireland and the
United Kingdom’, (SERVICEGAP)
17
Tanja Grublješič, Jože Damijan (2011) ‘Differences in Export
Behavior of Services and Manufacturing Firms in Slovenia’, Katholieke
Universiteit Leuven,
LICOS
Centre
for
Institutions and
Economic Performance
(SERVICEGAP)

14

As highlighted by the communication “For a European Industrial
Renaissance”, COM(2014) 14/2, and the second policy report –
“Unlocking the ICT Growth Potential in Europe: Enabling People and
Businesses”, DG Communications Networks, Content & Technology,
2013.
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addressing the lack of information on procedures
needed for going cross-border, excessive bureaucracy
and fragmented legislation; barriers to entry
(especially for SMEs) and taxation and insurance
regimes that inhibit cross-border trade.

capability that potential international clients can see.
Through careful procurement the public sector can
support firms as they seek to develop these
demonstrators. Among others, actions could be
reducing procurement participation costs for SMEs by
promoting aggregation, collaboration and standards
for procurement across Europe.

Seize the International Opportunity
A new, more accurate way of measuring trade18
shows that services’ share of exports is significantly
greater than previously believed, especially when one
also considers services provided by manufacturing
firms. It is clear from these data that Business
Services are a significant focus for economic
development
across
the
globe.
To
support
internationalisation of European Business Services the
EU
must
complete
key
international
trade
negotiations, including the current round of EuropeanUS negotiations.

Create the Technological
Future Business Services

Infrastructure

for

With the rapid development of the internet of things
and associated explosion in big-data availability, data
is rapidly becoming the critical asset for many
organisations. This data is being used for multiple
purposes. For example, many business service
companies provide solutions in the areas of
community infrastructures, energy production and
consumption, housing and workplace design. These
companies are directly linked to the urgent challenges
of sustainability and greening – a new rapidly growing
area of expertise. The energy sector illustrate the
need for new types of service innovations. Based on
smart grids, new sensor and monitoring technologies
are created and they in turn favour the emergence of
new consumer concepts: smart homes, smart suburbs
and sustainable urban living. New services are
needed, not only for measurements, calculations and
impact assessments, but also for consultancy and for
optimisation of the systems that use various energy
sources and delivery mechanisms

A key theme that emerged during the High Level
Group’s discussions was the importance of having
credibility and the confidence of new clients when
delivering Business Services. Especially if clients are
outsourcing
activities
and/or
contracting
for
outcomes, they want to be reassured that the
provider has the capability to deliver. Support in
making the right international connections, as well as
developing the ability to demonstrate service
capability is essential if we are to see strong
international growth of Business Services.
One way the Commission and Member States can
enable companies to go global is to ensure access of
European companies to procurement in third
countries. All in all, more than half of the world’s
procurement market is currently closed due to
protectionist measures and this share is only growing.
As a result, only €10 billion of EU exports (0.08% of
EU GDP) currently find their way in global
procurement markets, whereas an estimated €12
billion of further EU exports remain unrealised due to
restrictions19.

Throughout its discussions and consultations it was
clear to the High Level Group that ICT will play a key
role in the development of business services and how
they interact with industry in the future. The ICT
development will also be crucial for how we interact
and do business in the Internal Market. Therefore, it is
important that relevant policies in the developing
networked environment are defined at European level,
instead of a fragmented development around sectoral
or national borders.
For these reasons the HLG recommends to fully
realise the potential for an industrial renaissance
through a 4th industrial revolution, enabled by the
internet of things/web 4.0.

Focus of Public Procurement
Public procurement can also be used to support the
internationalization of business services. Enabling
groups to commission adventurous and innovative
Business Services will support European firms
developing and demonstrating their capability to
deliver Business Services. A key pre-requisite in many
export markets is having a clearly demonstrated

The concept of the 4th industrial revolution ("Industry
4.0") is based on the use of digital systems to link
companies - their machines, storage systems and
operating assets - through global networks. The
sharing of information enables these interconnected
systems to manage themselves independently and
work more efficiently.

18

"World Input Output Database" (WIOD)
Proposal for a Regulation of the European Parliament and of the
Council on the access of third-country goods and services to the
Union’s internal market in public procurement and procedures
supporting negotiations on access of Union goods and services to the
public procurement markets of third countries
19

The HLG asks the Commission to develop an initiative
of common European interest that brings together
manufacturing and services firms across Europe to
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create a shared technological infrastructure that will
enable much easier and more open sharing of the
data and information, facilitating innovation and
productivity gains in Business Services. In its pilot
phase this programme should focus on creating a
shared virtual services marketplace for Europe for a
few key sectors.

Services will need tomorrow. Particular attention
needs to be paid to up skilling today’s workforce, and
- in partnership with Member States - to ensuring that
today’s secondary level school children are developing
the right skills for the workforce of the future.
Give
business Services a
partnership and representation

Necessary conditions for the flouring of Industry 4.0

voice

through

Currently Business Services are too fragmented, both
within the Commission and across European industry.
In order to put in practise the recommendations and
to realize the High Level Group’s 2020 vision for
Business Services, the HLG asks the incoming
Commission to take action implementing these
recommendations, including a coordinated dialogue
and discussion with all representatives of European
Business Services.

First and foremost, a European legal framework
enabling the digitalization of industry is needed.
Companies would be more motivated to invest, once
such a framework exists. Europe also needs a more
harmonized IT infrastructure, sustainable financing
plans and appropriate training facilities in areas such
as software programming and gathering and
evaluating data.

The HLG calls for a stronger partnership between the
Commission, Member States, and the wider
community of Business Services stakeholders,
including senior industrialists, SMEs, trade unions,
academics. This partnership should support the
implementation of the recommendations of the High
Level Group and ensure the development of a
Business Services scorecard that can be used to
assess the health, success and contribution of
European Business Services.

Skills also matter because new experts, who
understand these networked industrial processes, will
be required in various industry areas. Targeted
partnerships between different industries should play
an important role in using digitalization expertise
more efficiently.
Finally, promoting long-term research projects and
innovation development is also needed to strengthen
European industry's leadership position in the global
market. Shorter product lifecycles force industry to
innovate at an increasingly faster pace to maintain a
competitive edge.

2.4 Concluding remarks
The HLG recommendations draw the attention to
relevant facets of the industrial policy, which have
been under scrutiny and need to be further
investigated during the ongoing implementing phase.
In particular, the acknowledged integration of
manufacturing and services has led the HLG to
support the idea of a 4th industrial revolution.

Up-Skilling the Workforce
While technology is playing an important role in
Business Services, it is important to recognize that
many services are still people dependent. Clearly
growth in Business Services creates opportunities for
employment – in many cases high-value, high-quality
employment. One of the drivers to create high-quality
employment is the increasing use of technology. And
as Business Services become more technologically
dependent and require greater levels of humantechnology
interaction
there
are
significant
requirements for up-skilling. In a European context
specifically, labour mobility is also important to enable
the internationalisation of Business Services. Greater
mutual recognition of qualifications would facilitate
this.

A successful revitalization of European industry
depends on whether business and politics can develop
a common agenda for initiating Industry 4.0. This is
especially true because of the potential of productivity
improvement that Industry 4.0 brings about.
To
support
the
implementation
of
its
recommendations, the HLG has asked to put in place
a partnership between the Commission, Member
States and the wider community of Business Services
stakeholders. This could take the form of an initiative
of common European interest.

A future Skills Strategy that takes account of current
economic and technological trends should be
developed, ensuring that today’s education systems
are equipping people with the skills our Business
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St at i st ic a l a nn ex

TARGET INDICATORS

Manufacturing value added (% of total VA)
EU
Euro area

20

Gross fixed capital investment (% of GDP)
EU
Euro area

23

Investment in transport, other machinery and
equipment (% of GDP)

Changes in percentage points compared
to:

Quarter
III
2013

Quarter II
2013

Quarter III
2012

Pre-crisis
Quarter I
2008

15
15.7

-0.1
-0.1

-0.2
-0.1

-1.1
-1.2

17.3
17.7

0.1
0.1

-0.5
-0.6

-4.1
-4.2

5.9
4.5

0.0
0.0

-0.1
-0.1

-1.4
-1.0

9

EU
Euro area
Intra-EU exports as a % of GDP *
25
*Annualised values. Latest available data correspond to Quarter IV 2012

21.9

PRODUCTION AND COMPETITIVENESS

Changes in percentage points compared
to:
Quarter
III
2013

Quarter II
2013

Quarter III
2012

Pre-crisis
Quarter I
2008

Manufacturing Production (Index 2010=100)
EU

102.1

0.2

-0.8

-12.4

Euro area

101.2

-0.1

-1.3

-14.4

Manufacturing

104.6

-0.2

-0.9

-4.1

Business services

111.3

0.9

1.9

6.6

All NACE activities
Labour productivity in manufacturing (Index
2010=100)

106.0

0.3

0.3

3.4

EU

106.6

-0.1

0.4

8.7

Euro area
Labour cost per unit in manufacturing (Index
2010=100)

106.8

0.1

1.6

8.4

EU

113.2

0.5

2.4

14.7

Euro area

112.7

0.3

2.4

14.1

2012

2011

2010

2009

Goods

33.7

33.0

30.4

26.9

Services

11.1

10.7

10.4

9.9

21.9

22.2

20.9

18.5

2013 Q4

2013 Q3

2012 Q4

Pre-crisis
2008 Q1

5.0

6.0

15.0

39.0

Jan 2014

Dec 2013

Jan 2013

Pre-crisis
March 2008

-19.2

-25.9

-59.6

142.0

Source: Eurostat

Value added (Index 2010=100)

Intra-EU exports as a % of GDP
Goods

ACCESS TO FINANCE

Lending conditions expressed as net % of banks
tightening credit standards (Euro area)

Loan flows in billion euros (three months total, Euro area)

11

Source. European
Central Bank

Extra-EU Exports as % of GDP

Source: Eurostat

TRADE

Source: Eurostat

Target
2020

Latest
figure
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Percentage of R&D as a % of GDP

2012

2011

2010

2009

2.1

2.0

2.0

2.0

107.5

109.6

111.4

Patents applications per million habitants

Source:
Eurostat

INNOVATION

INDUSTRIAL CONFIDENCE
Index

Changes in points compared to

Feb 2014

Jan 2014

Feb 2013

Pre-crisis
March 2008

EU

-2.3

0.2

8.4

-3.8

Euro Area

-3.4

0.4

7.7

-4.8

11.7

0.5

11.7

0.9

8.4

0.2

8.8

-1

EU

3.7

0.1

-1.7

-3.2

Euro Area

2.3

-0.7

-2.8

-4.3

EU

-15.0

0.1

11.7

-15.6

Euro Area

-16.2

0.5

11.5

-17.7

Industrial confidence (Standard deviation)

Production expectations (Standard deviation)
EU
Euro Area
Assessment of stock levels (Standard deviation)

Assessment of order books (Standard deviation)

Source: DG ECFIN Consumer and business Survey http://ec.europa.eu/economy_finance/db_indicators/surveys/
MACRO FORECASTS (Winter 2014)
Percentage change on preceding year
2015

2014

2013

Gross Domestic Product
EU

2

1.5

0.1

1.8

1.2

-0.4

EU

4.2

3.0

-2.5

Euro area

3.6

2.3

-3.0

6.2

4.8

-1.3

6

4.6

-2.2

2015

2014

2013

EU

10.4

10.7

10.9

Euro area

11.6

11.9

12

Euro area
Total Investment

Investment in equipment
EU
Euro area

Unemployment rate (%)

Source: DG ECFIN, European Economic Forecasts.
http://ec.europa.eu/economy_finance/publications/european_economy
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DEF I N IT IO N S A ND SO U RCE S
Indicator

Manufacturing Value Added (VA)

Definition

Source

Eurostat: Quarterly National Accounts by 10
Manufacturing output at basic prices minus intermediate consumption at branches - aggregates at current prices
(namq_nace10_c)
purchaser prices (aggregate NACE C), expressed in euros

http://epp.eurostat.ec.europa.eu/
Total Value Added

Total VA is the sum of the VA of all activities, expressed in euros

Gross fixed capital investment
(GFCF)

GFCF is the resident producers’ investments, deducting disposals, in
fixed assets during a given period, expressed in euros

Gross Domestic Product (GDP)

Sum of the final uses of goods and services (all uses except
intermediate consumption) measured in purchasers' prices, minus the
value of imports of goods and services, expressed in euros

Eurostat: Quarterly National Accounts by 10
branches - aggregates at current prices
(namq_nace10_c)

http://epp.eurostat.ec.europa.eu/
Eurostat: GDP and main components Current prices (namq_gdp_c)

http://epp.eurostat.ec.europa.eu/

Investment in other machinery and
equipment

Gross fixed capital formation (GFCF) corresponding to the asset
"machinery and equipment" (aggregate N11132) , expressed in euros

Intra-EU exports

Total exports (all products) directed to EU countries, expressed in
euros.

Eurostat: GDP and main components Current prices (namq_gdp_c)

http://epp.eurostat.ec.europa.eu/

Eurostat: Gross fixed capital formation by 6
asset types - aggregates at current prices
(namq_pi6_c)
GDP and main components - Current prices
(namq_gdp_c)

http://epp.eurostat.ec.europa.eu/
Eurostat: EU trade since 1995 - quarterly
data (ext_lt_euqtr)

http://epp.eurostat.ec.europa.eu/
Eurostat: EU trade since 1995 - quarterly
data (ext_lt_euqtr)

Extra-EU exports

Total exports (all products) directed to non-EU countries, expressed in
euros.

Manufacturing production Index

The production index measures changes in the price-adjusted output of
manufacturing over a given reference period, expressed
as an index with base in 2010= 100

Eurostat: Production in industry - quarterly
data (2010 = 100) (sts_inpr_q)

Value Added (VA) Index

Measures changes in the value of output at basic prices minus
intermediate consumption at purchaser prices (aggregate NACE C),
expressed
as an index with base in 2010= 100

Eurostat: Quarterly National Accounts by 10
branches - aggregates at current prices
(namq_nace10_c)

Labour productivity in manufacturing Measures changes in the value added per person employed in the
Index
manufacturing sector, expressed as an index with base 2010 = 100

http://epp.eurostat.ec.europa.eu/

http://epp.eurostat.ec.europa.eu/

http://epp.eurostat.ec.europa.eu/
Eurostat: Quarterly National Accounts by 10
branches - employment
data(namq_nace10_e)
Quarterly National Accounts by 10 branches aggregates at current prices
(namq_nace10_c)

http://epp.eurostat.ec.europa.eu/
Labour cost per unit in
manufacturing Index

Measures the short-term development of hourly labour costs incurred by
Eurostat: Labour cost index, nominal value employers in the manufacturing sector, the total cost on an hourly basis
quarterly data (NACE R2) (lc_lci_r2_q)
of employing labour.
http://epp.eurostat.ec.europa.eu/
The base year is 2010, when the index equals 100.
European central Bank: Bank Lending Survey
Net percentage of banks in the Euro area that has tightened their
Statistics
lending policies toward enterprises. It is based on answers from a
sample of 133 banks in the Euro area in the context of the Bank Lending (BLS.Q.U2.ALL.O.E.Z.B3.ST.S.WFNET)

Change in lending conditions to nonSurvey. Lending conditions are backward looking three months, in the
financial corporations
domain of Credit standards - Loan supply. The weighted net percentage
http://sdw.ecb.europa.eu/
(tightened minus eased or reverse) is based on the share of each
country in the total loan outstanding amounts of the area aggregate.

Loan flows

Financial transactions (loans flows) from Monetary and financial
European central Bank: Bank Lending Survey
institutions located in the Euro area (changing composition) towards non-Statistics (U.A20.A.4.U2.2240.Z01.E)
Financial corporations (enterprises), expressed in euros. Data is neither
seasonally nor working day adjusted.
http://sdw.ecb.europa.eu/BSI.M.U2.Y.

Expenditure in R&D as a percentage
of GDP

Gross domestic expenditure on R&D. "Research and experimental
development (R&D) comprise creative work undertaken on a systematic
basis in order to increase the stock of knowledge, including knowledge
of man, culture and society and the use of this stock of knowledge to
devise new applications"

Eurostat: Europe 2020 indicators, Research
and Development (eu2020_rd)
http://epp.eurostat.ec.europa.eu/

Patent applications

Number of patent applications to the European Patent Organisation by
member state and year.

Eurostat: Patent applications to the EPO by
priority year at the national level
(pat_ep_ntot)
http://epp.eurostat.ec.europa.eu/

The Commission's Directorate for Economic and Financial Affairs (DG
ECFIN) conducts regular harmonized surveys for different sectors of the
economies in the EU and in the applicant countries. They are addressed
to representatives of the industry (manufacturing), the services, retail
European Commission: DG ECFIN Joint
trade and construction sectors, as well as to consumers. These surveys Harmonised EU Programme of Business and
allow comparisons among different countries' business cycles. DG
Consumer Surveys
ECFIN´s ESI is a summary indicator of five sectors confidence indicators
Industrial confidence, Production
expectations, Assessment of stocks, which reflect overall perceptions and expectations based on a monthly
survey of over 200 000 industries and consumers
Assessment of order books
The industrial confidence indicator is the arithmetic average of the
balances (in percentage points) of the answers to the questions on
production expectations, order books and stocks of finished products
(the last with inverted sign). Balances are seasonally adjusted.
Indexes are expressed as a standard deviation, i.e. deviation from
average in a sample whose average is set to 1.
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http://ec.europa.eu/economy_finance/db_indic
ators/surveys/time_series/index_en.htm

This note has been edited by Beatriz Velazquez and Jesús Barreiro-Hurle

DISCLAIMER: While all efforts are made to reach robust estimates uncertainties on results may still remain. This publication
does not necessarily reflect the official opinion of the European Union.
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