Real estate, renting and R&D

Like the business services enterprises covered in
the previous chapter, R&D enterprises enable
their clients to focus on their own activities and
reduce the need to occupy their own personnel
with ancillary or supporting tasks. In a similar
fashion, renting and leasing services could be
used to increase financial flexibility, including
the need to commit own capital. While research
and development enterprises provide essentially
business services, a large part of real estate,
renting and leasing services are provided to
households. The services included in the
present chapter are covered by the directive on
services in the internal market - see Chapter 22
for more information.

STRUCTURAL PROFILE

Value added generated by the 1.1 million
enterprises active in the EU-27's real estate,
renting and R&D sector (NACE Divisions 70, 71
and 73) was EUR 304 billion in 2004 and there
were 3.5 million persons employed in these
activities (see Table 23.1). As such, the real
estate, renting and R&D sector accounted for
6.0 % of value added in the non-financial
business economy (NACE Sections C to | and K),
but less than half this much in terms of
employment, just 2.8 %. Real estate (NACE
Division 70) accounted for close to three
quarters (72.4 %) of the sector’s value added
and a slightly smaller share of employment
(71.4 %). Renting and leasing (NACE Division
71) generated more than one fifth (21.5 %) of
the sector’s value added and also had a smaller

European business — Facts and figures

share in employment terms (17.1 %).
Consequently, research and development (R&D)
activities” (NACE Division 73) share of sectoral
employment was considerably greater than its
share of value added, contributing 11.1 % of
those employed and just over half this level
(6.1 %) in terms of sectoral value added.

Germany, with EUR 77.2 billion of value added,
accounted for the largest share (25.4 %) of the
EU-27's real estate, renting and R&D sector in
2004 (see Table 23.2). The United Kingdom
generated EUR 59.8 billion of value added and
was the second largest contributor with a
19.7 % share. The only other Member States
with more than one tenth of EU-27 value
added were France (14.8 %) and Spain
(10.5 %). In terms of its contribution to value
added in the non-financial business economy,
the real estate, renting and R&D sector
represented 11.2 % of the total in Denmark,
8.7 % in Sweden and 8.2 % in Estonia (7). At
the other end of the spectrum, these activities
accounted for 1.3 % of non-financial business
economy value added in Bulgaria and 1.6 % in
Slovenia. In most Member States real estate,
renting and R&D accounted for a smaller
proportion of non-financial business economy
employment than of value added, the only
exception being Latvia.

) Ireland, Greece, Cyprus, Luxembourg and Malta,
not available.

Real estate, renting and R&D

In this chapter, the term 'real estate, renting
and R&D" is used to refer to the aggregate of
three activities: real estate services (NACE
Division 70), renting and leasing (NACE Division
71) and research and development (NACE
Division 73), each of which are covered in turn
in a subchapter. As well as these three divisions,
NACE Section K also covers computer services
(NACE Division 72) and other business activities
(NACE Division 74) which together form
Chapter 22 Business services.

NACE

70: real estate activities;

70.1: real estate activities with own property;

70.2: letting of own property;

70.3: real estate activities on a fee or
contract basis;

71:  renting of machinery and equipment
without operator and of personal and
household goods;

1: renting of automobiles;

2: renting of other transport equipment;

3: renting of other machinery and
equipment;

renting of personal and household

goods n.e.c.;

73:  research and development;

73.1: research and experimental development

on natural sciences and engineering;

research and experimental development
on social sciences and humanities.

71.4:

73.2:
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NACE 70, 71 and 73

Real estate, renting and R&D n

Table 23.1
Real estate, renting and research and development (NACE Divisions 70, 71 and 73)
Structural profile, EU-27, 2004 (1)

No. of enterprises Turnover Value added Employment
(% of (EUR (% of (EUR (% of (% of
(thousands) total) million) total) million) total) (thousands) total)
Real estate, renting and research and development 1072.0 100.0 620 000 100.0 304 000 100.0 3500.0 100.0
Real estate activities 897.8 83.7 460 000 74.2 220 000 72.4 2 500.0 71.4
Renting and Ieasing 137.0 12.8 126 310 20.4 65 498 21.5 598.4 17.1
Research and development 37.2 3.5 37 000 6.0 18 400 6.1 390.0 11.1
(1) Rounded estimates based on non-confidential data.
Source: Eurostat (SBS)
Table 23.2
Real estate, renting and research and development (NACE Divisions 70, 71 and 73)
Structural profile: ranking of top five Member States, 2004
Share of non-financial business economy
Value added Employment
Rank (EUR million) (1) (thousands) (1) No. of enterprises (2) Turnover (3) Value added (3) Employment (3)
1 Germany (77 177) United Kingdom (740.1) Latvia (17.7 %) Spain (5.3 %) Denmark (11.2 %) Latvia (6.0 %)
2 United Kingdom (59 763) Germany (551.2) Denmark (12.4 %) Sweden (5.0 %) Sweden (8.7 %) United Kingdom (4.1 %)
3 France (44 977) France (447.3) Luxembourg (11.7 %) France (3.9 %) Estonia (8.2 %) Denmark (4.0 %)
4 Spain (31 888) Spain (412.4) Germany (11.5 %) Denmark (3.6 %) Germany (7.2 %) Sweden (3.6 %)
5 Italy (16 619) Italy (321.8) Estonia (9.4 %) Netherlands (3.5 %) Netherlands (7.1 %) Estonia (3.4 %)

) Greece, Cyprus, Luxembourg and Malta, not available.

(1
(2) Ireland, Greece, Cyprus and Malta, not available; Luxembourg, 2003.
(3) Ireland, Greece, Cyprus, Luxembourg and Malta, not available.

Source: Eurostat (SBS)

The regional specialisation of the real estate,
renting and R&D sector is shown in the map on
page 394 which is based on the non-financial

business economy employment share of this 100% ———
sector. The most specialised regions (at the level
of detail shown in the map) were inner London 75% [

and Latvia (the latter considered as one region
at the level of detail in the map). Many other
regions in the United Kingdom were specialised
in this sector, particularly in southern England
and central Scotland.

A breakdown of EU-27 value added in the real
estate, renting and R&D sector shows that small
and medium-sized enterprises (SMEs, with less
than 250 persons employed) generated 83.1 %
of the total added value in 2004 (see Figure
23.1), a much higher proportion than the non-
financial business economy average (57.0 %).
Micro enterprises (with less than 10 persons
employed) alone contributed 47.7 % of the
added value in this sector, more than double
the non-financial business economy average of
20.2 %. Nevertheless, the size class structures
of the three subsectors covered in Subchapters
23.1 to 23.3 were quite different from each
other. The dominance of micro enterprises was
particularly pronounced for real estate services
where they generated more than half of the
value added (54.7 %), whereas the micro
enterprises’ share was notably lower (but still
well above the non-financial business economy
average) for renting and leasing activities
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Figure 23.1

Real estate, renting and research and development (NACE Divisions 70, 71 and 73)
Share of value added by enterprise size class, EU-27, 2004

50% ——

25%

Non-financial
business economy  and research and

development

Real estate, renting Real estate activities Renting and leasing

Research and
development

250 or more persons employed
50 to 249 persons employed
W10 to 49 persons employed
M1 to 9 persons employed

Source: Eurostat (SBS)

(35.1 %); these were respectively the highest
and third highest value added contributions of
micro enterprises among the non-financial
business economy NACE divisions @ in 2004. In
the EU-27's research and development
subsector the micro enterprise contribution to
value added was very low (9.8 %), as large
enterprises dominated the sector generating
52.5 % of value added and employing 46.0 %

(2) NACE Divisions 10 to 14, 16, 23 and 62,
not available.

of the workforce in 2004. Medium-sized
enterprises (with 50 to 249 persons employed)
were also relatively important in this subsector,
their 26.5 % contribution to value added being
among the highest shares recorded across the
non-financial business economy NACE divisions
in 2004, lower only than some of the industrial
(NACE Sections C to E) NACE divisions.
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Figure 23.2

NACE 70, 71 and 73

Real estate, renting and research and development (NACE Divisions 70, 71 and 73)

Labour force characteristics, EU-27, 2006

By gender
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Source: Eurostat (LFS)

EMPLOYMENT CHARACTERISTICS

The characteristics of the real estate, renting
and R&D sector's workforce in the EU-27 was
those of a fairly typical services sector, in that
the shares of male workers and full-time
workers were below the non-financial business
economy average. Nevertheless, a more
complex picture is revealed when analysing the
individual NACE divisions that make up the
sector. In 2006, according to the Labour Force
Survey (see Figure 23.2), 54.4 % of the persons
employed in the sector as a whole were male,
some 10.6 percentage points lower than the
non-financial business economy average
(65.0 %). However, the proportion of male
workers within the renting and leasing
subsector was higher at 69.7 %, while it was as
low as 50.6 % in the real estate subsector. The
workforce in the research and development
subsector was characterised by a high
proportion of full-time employment (87.2 %),
the only one of the three subsectors where this
proportion was higher than the non-financial
business economy average (85.6 %).

Table 23.3

By working time

100%

75%

50%

25%

0%

Non-financial
business economy

Real estate, renting
and research and
development
WFull-time
MW Part-time

In terms of age profile, there was a much
higher proportion of the real estate, renting
and R&D workforce that were aged 50 or over
(29.8 %) than the average for the non-financial
business economy (21.6 %). This difference
reflects, to a large degree, the fact that over
one third (34.2 %) of workers in real estate
services were aged 50 or more in 2006, while in
the renting and leasing subsector the
proportion (18.3 %) was in fact below the non-
financial business economy average.

According to structural business statistics the
share of paid employees in the total number of
persons employed was just 74.3 % in the
EU-27's real estate, renting and R&D sector in
2004, some 11.9 percentage points below the
non-financial business economy average. A
great diversity in this share was recorded across
the three activities that make up this sector,
ranging from 69.2 % for real estate, through
83.6 % for renting and leasing, to a high of
92.6 % for the research and development
activities.

By age
100%
75%
50%
25%
0%
Non-financial Real estate, renting

and research and
development
More than 49

W30 to 49

W15t 29

business economy

COSTS, PRODUCTIVITY AND
PROFITABILITY

The three subsectors within the real estate,
renting and R&D sector were all relatively
capital intensive services, but to quite different
degrees (see Figure 23.3). In 2004 gross
tangible investment in the renting and leasing
subsector was equivalent to 45.4 % of total
expenditure in the EU-27, while in the real
estate services subsector the share was 28.8 %:
these were the two highest shares of tangible
investment among all of the non-financial
business economy NACE divisions 3 in 2004.
Even in the research and development
subsector, where at 7.9 % this ratio was
noticeably lower than for the other subsectors
covered in this chapter, it was still well above
the non-financial business economy average of
4.9 %.

3) NACE Divisions 10, 12 and 13, not available.

Real estate, renting and research and development (NACE Divisions 70, 71 and 73)

Productivity and profitability, EU-27, 2004

Apparent labour Average Wage adjusted Gross

productivity personnel costs  labour productivity operating rate

(EUR thousand) (EUR thousand) (%) (%)

Real estate, renting and research and development (1) 87.0 31.0 280.0 35.8
Real estate activities (1) 88.0 28.1 315.0 37.0
Renting and leasing 109.5 289 378.4 40.4
Research and development (1) 46.9 471 99.0 3.4

(1) Rounded estimate based on non-confidential data.

Source: Eurostat (SBS)

eurostat
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Figure 23.3

Real estate, renting and research and development (NACE Divisions 70, 71 and 73)

Structure of expenditure, EU-27, 2004
100% ———
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development (1)
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Investment in tangible goods
W Personnel costs
M Purchases of goods and services

(1) Rounded estimates based on non-confidential data.

Source: Eurostat (SBS)

In 2004, apparent labour productivity for the
EU-27 real estate, renting and R&D sector was
around EUR 87 000 per person employed,
more than double the non-financial business
economy average of EUR40900. This
productivity measure was notably lower in the
research and development subsector where it
was EUR 46 900.

Average personnel costs were also high, but
not to the same extent: around EUR 31 000 per
employee in real estate, renting and R&D
compared with EUR 27 600 for non-financial
business economy. In contrast to productivity,
average personnel costs for the research and
development subsector were significantly
higher, at EUR 47 100 per employee.
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For the sector as a whole, the combination of
particularly high apparent labour productivity
and slightly higher than average personnel
costs led to a wage adjusted labour productivity
ratio of 280.0 % in 2004 for the EU-27, well
above the non-financial business economy
average (148.0 %). This ratio was highest for
the renting and leasing subsector (378.4 %)
and a little lower in the real estate subsector
(315.0 %), and as such these two subsectors
recorded the second and fourth highest wage
adjusted labour productivity ratios among the
non-financial  business economy NACE
divisions 4. For the research and development
subsector, high average personnel costs
outstripped the apparent labour productivity
resulting in a wage adjusted labour productivity
ratio of 99.0 %, the only non-financial business
economy NACE division in which this ratio was
below 100 %.

(4) NACE Divisions 10, 12 to 14, 23 and 62,
not available.

Real estate, renting and R&D n

The gross operating rate shows the percentage
relationship between the gross operating
surplus (value added minus personnel costs)
and turnover. The gross operating rate of the
EU-27’s real estate, renting and R&D sector was
35.8 % in 2004, more than three times as high
as the non-financial business economy average
of 11.0 %. This rate was particularly high for
the renting and leasing (40.4 %) and real estate
(37.0 %) subsectors, while it was just 3.4 % in
the research and development subsector: these
were respectively the two highest, and the
lowest levels for this rate among the non-
financial business economy NACE divisions ) in
2004. Care has to be taken with the ratios
based on value added for the renting and
leasing subsector, as in this subsector the
activity of enterprises is to own a good that is
then rented or leased out to customers, and
financial costs and depreciation charges may
constitute the main element of total costs; a
similar situation is true for some parts of the
real estate sector (letting of own property).
These financial costs and depreciation charges
are not considered when calculating gross value
added and the gross operating surplus. In
addition, changes in price levels on the property
market have a large impact on the turnover and
value added in real estate agencies (which
operate on commission).

(5) NACE Divisions 10, 12 and 62, not available.
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23.1: REAL ESTATE SERVICES

NACE 70

Within NACE, real estate services are covered
by Division 70, which is classified alongside a
range of business services within NACE Section
K. However, some parts of the activity have a
close relationship with the construction sector
(Chapter 15) and others with architectural
activities (Subchapter 22.3).

The activities of real estate services are very
diverse: real estate agents sell on a commission
basis; traders buy and sell property; surveyors,
valuers, facilities and estate managers provide
professional services; and finally owners let
property. Most of these activities are related to
the secondary market concerned with existing
property, although some, such as property
developers are active in the primary market and
are therefore more closely related to construction.
The wide range of real estate service activities
have very different cost structures and revenue
streams and care has to be taken when
comparing them, particularly when trying to
measure the size of each subsector or their labour
productivity. In particular, when enterprises are
the owner of a good that they rent or lease, their
financial costs and depreciation charges may
constitute the main element of their total costs,
but these are not considered when calculating
gross value added, the gross operating surplus or
indicators of productivity or profitability that are
based on these.

One indicator of the level of activity in the
residential property market is lending for house
purchases. Data from the European Central Bank
(ECB) shown in Figure 23.4 indicate how the
stock of such lending, was increasing at a
progressively stronger rate throughout the period
2003 to 2005, and peaked at 12.1 % in March
and April 2006; since when the rate of growth
slowed mirroring the increase in interest rates
that started in December 2005.

Table 23.4

Figure 23.4

Annual growth rate for stocks of loans by MFls to households and individual

enterprises, euro area (%)

0
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All loans
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Source: European Central Bank (ECB)
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STRUCTURAL PROFILE

There were almost 900 000 enterprises active in
the EU-27’s real estate services sector in 2004.
Together they generated EUR 220 billion of
value added and employed 2.5 million persons.
As such, their contributions to real estate,
renting and R&D was 72.4 % in terms of value
added and 71.4 % of employment, making real
estate services by far the largest of the three
activities presented in Subchapters 23.1 to
23.3.

The largest real estate services' sector in the
EU-27 was found in Germany (25.3 % of the
EU-27 total), followed by the United Kingdom
(17.0 %), France (14.5 %) and Spain (12.0 %) -
see Table 23.4. As a proportion of value added
in the non-financial business economy, the real
estate services sector in 2004 was largest ©) in
Denmark, Sweden and Estonia (all in excess of
7 %), while it was smallest in Bulgaria, Slovenia
and Romania (all just over 1 %).

() Ireland, Greece, Cyprus, Luxembourg and Malta,
not available.

COSTS, PRODUCTIVITY AND
PROFITABILITY

In 2004 gross tangible investment in the real
estate services sector was equivalent to 28.8 %
of total expenditure in the EU-27, the second
highest share of tangible investment among all
of the non-financial business economy NACE
divisions 7). in 2004, underlying the capital
intensive nature of some parts of the sector; the
share of tangible investment exceeded 50 % in
Denmark, Romania and Austria. The share of
personnel costs in operating and tangible
investment expenditure was just 10.2 % in real
estate services, only three fifths of the average
share for the non-financial business economy
(16.4 %).

(7) NACE Divisions 10, 12 and 13, not available.

Real estate activities (NACE Division 70)

Structural profile: ranking of top five Member States, 2004

Share of EU-27 value added

Share of EU-27 employment

Value added specialisation ratio

Employment specialisation ratio

Rank (%) (1) (%) (1) (EU-27=100) (2) (EU-27=100) (2)
1 Germany (25.3) United Kingdom (18.5) Denmark (233.4) Latvia (256.7)
2 United Kingdom (17.0) Germany (15.3) Sweden (174.0) Denmark (161.0)
3 France (14.5) France (13.0) Estonia (167.8) Estonia (149.9)
4 Spain (12.0) Spain (12.6) Spain (133.4) Sweden (132.8)
5 Italy (5.8) Italy (10.4) Germany (120.8) United Kingdom (128.6)

(1) Greece, Cyprus, Luxembourg and Malta, not available.
(2) Ireland, Greece, Cyprus, Luxembourg and Malta, not available.

Source: Eurostat (SBS)

eurostat
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NACE 70; NACE 71

As noted in the overview, 69.2 % of those
persons employed in the EU-27's real estate
sector were paid employees, the lowest share
among the activities covered in Subchapters
23.1 10 23.3, and some 17.0 percentage points
below the non-financial business economy
average. Average personnel costs in real estate
services were EUR 28 100 per employee in the
EU-27 in 2004. In the majority of the Member
States ), average personnel costs were close to
the national non-financial business economy
average, with only the Netherlands recording
average personnel costs that were notably
higher. Apparent labour productivity was
EUR 88 000 per person employed for real
estate services in the EU-27 in 2004. The

@® Ireland, Greece, Cyprus, Luxembourg and Malta,
not available.

23.2: RENTING AND LEASING

This subchapter covers the activities of renting
of machinery and equipment without
operators and the renting of personal and
household goods (NACE Division 71). The most
important items that are rented or leased
include transport equipment (motor vehicles,
ships, aircraft, etc.) and agricultural,
construction or office equipment. It should be
noted that a distinction is generally made
between operational leasing (or long-term
rental), which is included in this subchapter,
and financial leasing which is considered as a
special form of credit granting and is hence
covered as part of the financial services sector
(see Chapter 24). The renting and leasing of
real estate is covered in Subchapter 23.1.

In general, durable goods can be purchased,
leased or rented. In the case of leasing, the two
parties involved in the transaction are the lessor
and the lessee (the person or enterprise that
uses the good in leasing). In exchange for the
transfer of user rights, the lessor receives
payments. Leasing, contrary to renting, often
foresees the possibility of the acquisition of the
good at the end of the leasing term; renting is
also usually for shorter periods than leasing.

European business — Facts and figures

combination of high apparent labour
productivity yet typical average personnel costs
resulted in a very high EU-27 wage adjusted
labour productivity ratio of 315.0 %, which
was more than twice as high as the non-
financial business economy average (148.0 %).
Only Latvia recorded a wage adjusted labour
productivity ratio lower in real estate services
(218.0 %) than in its non-financial business
economy average (230.1 %), while Denmark
recorded the highest ratio (651.4 %) in this
sector among the Member States, which was
four times higher than the average for the
Danish  non-financial business economy
(163.1 %). Alongside the high wage adjusted
labour productivity ratio, real estate services

Table 23.5

Real estate, renting and R&D n

recorded a high gross operating rate: the gross
operating surplus of EUR 170.0 billion was
equivalent to 37.0 % of turnover in the EU-27
in 2004; which was 3.4 times as high as the
average for the non-financial business economy
(11.0 %). Indeed, the gross operating rate for
real estate services was the second highest
recorded for any NACE division ) in the non-
financial business economy (10), just 3.4
percentage points below the level for renting
and leasing activities (see the next subchapter).

(9 NACE Divisions 10, 12 and 62, not available.
(10) NACE Divisions 50 to 52, 2002.

Renting and leasing (NACE Division 71)
Structural profile, EU-27, 2004

No. of
enterprises Turnover Value added Employment
(thousands) (EUR million) (EUR million) (thousands)
Renting and leasing 137.0 126 310 65 498 598.4
Renting of automoblleﬁ; renting 341 66 948 34318 1711
of other transport equipment
Ren.tlng of other machinery and 60.7 45 071 24 507 2575
equipment
Renting of personal and 423 14291 6674 1608

household goods n.e.c.

Source: Eurostat (SBS)

STRUCTURAL PROFILE

Value added in EU-27 renting and leasing
activities (NACE Division 71) was EUR 65.5
billion in 2004, of which 25.9 % was generated
in Germany, 25.2 % in the United Kingdom
and 16.5 % in France, a combined share of
67.6 % compared with a 54.0 % share for the
same three Member States in non-financial
business economy (NACE Sections C to | and K)
value added. In 2004, EU-27 value added in
renting and leasing activities accounted for
21.5 % of the wealth generated by real estate,
renting and R&D (NACE Divisions 70, 71 and
73). The renting and leasing workforce of
598 400 persons employed represented
17.1 % of the real estate, renting and R&D
workforce; the workforce was spread across
137 000 enterprises whose main activity was
classified within renting and leasing.

The renting of transport equipment (NACE
Groups 71.1 and 71.2) generated EUR 34.3
billion of value added in the EU-27 in 2004,
while the renting of other machinery and
equipment (NACE Group 71.3) generated
EUR 24.5 billion, with the renting of personal
and household goods (NACE Group 71.4)
clearly the smallest subsector with value added
of EUR 6.7 billion (Table 23.5). The renting of
transport equipment, and the renting of
personal and household goods each employed
around 170 000 persons, while the workforce
in the renting of other machinery and
equipment subsector was larger, at around a
quarter of a million strong.
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Table 23.6

NACE 71

Renting and leasing (NACE Division 71)

Structural profile: ranking of top five Member States, 2004

Share of EU-27 value added

Share of EU-27 employment

Value added specialisation ratio

Employment specialisation ratio

Rank (%) (1) (%) (1) (EU-27=100) (2) (EU-27=100) (2)
1 Germany (25.9) United Kingdom (29.5) Austria (148.3) United Kingdom (204.7)
2 United Kingdom (25.2) France (14.5) Luxembourg (136.0) Spain (128.8)
3 France (16.5) Germany (13.4) United Kingdom (133.4) France (126.7)
4 Spain (7.2) Spain (13.2) Germany (123.7) Netherlands (118.1)
5 Netherlands (5.5) Italy (6.1) Netherlands (118.8) Denmark (105.9)

(1) Greece and Malta, not available; Luxembourg, 2003.

(2) Ireland, Greece, Cyprus and Malta, not available; Luxembourg, 2003.

Source: Eurostat (SBS)

Austria was particularly specialised in the
renting and leasing sector ('), which accounted
for 1.9 % of value added in the Austrian non-
financial business economy in 2004. The three
largest Member States in this sector (Germany,
the United Kingdom and France), as well as the
Benelux Member States were also relatively
specialised, each generating at least 1.5 % of
their national non-financial business economy
value added in the renting and leasing sector. In
these terms, Slovenia was the least specialised
Member State in this sector, as value added
from renting and leasing activities contributed
less than 0.1 % of Slovenian non-financial
business economy value added.

An analysis of the three subsectors shows that
the renting of transport equipment accounted
for 70 % or more of the renting and leasing
sector’s total value added in Cyprus, Portugal
and the Netherlands. In Sweden, Bulgaria and
Latvia the renting of other machinery and
equipment subsector generated 60 % or more
of sectoral value added, while only in the small
Slovenian renting and leasing sector was the
renting of personal and household goods the
largest subsector, with a 43.1 % share of
Slovenian renting and leasing value added.

(11) Luxembourg, 2003; Ireland, Greece, Cyprus and
Malta, not available.

Table 23.7

COSTS, PRODUCTIVITY AND
PROFITABILITY

The share of gross tangible investment in total
expenditure for the renting and leasing sector
was 45.4 % in the EU-27 in 2004, by some way
the highest value for this indicator across the
non-financial  business economy NACE
divisions (12 This share was over 60 % in
Austria, the Netherlands and Portugal. Among
the three subsectors that make up the renting
and leasing sector, the share of gross tangible
investment in total expenditure varied
considerably, ranging from 17.6 % for the
renting of personal and household goods n.e.c.
to 55.2 % for the renting of automobiles;
renting of other transport equipment.

Reflecting this high level of use of capital,
apparent labour productivity for EU-27 renting
and leasing activities soared to EUR 109 500
per person employed in 2004 (Table 23.7). This
ratio was particularly high for the renting of
transport equipment subsector at EUR 200 600
per person employed, and lowest for the
renting of personal and household goods
subsector at EUR 39 300, which was just below
the non-financial business economy average.

(12) NACE Divisions 10, 12 and 13, not available.

Personnel costs averaged EUR 28 900 per
employee in the renting and leasing sector in
2004, with the renting of personal and
household goods subsector significantly below
this with an average of EUR 20 900 per
employee. The resulting wage adjusted labour
productivity ratio was 378.4 % for the EU-27's
renting and leasing sector in 2004, the second
highest of any NACE division ('3 in the non-
financial business economy. This ratio was
above the non-financial business economy
average in all three subsectors, but by far the
highest for the renting of transport equipment
subsector at 640.5 %. These high values can, in
part, be explained by the specific nature of this
activity, where the main costs of enterprises are
likely to be financial ones covering borrowing
as well as depreciation charges, neither of
which impact on gross value added or the gross
operating surplus. The gross operating rate in
the EU-27's renting and leasing sector in 2004
was 40.4 %, 3.7 times as high as the non-
financial business economy average, and the
highest rate among the non-financial business
economy NACE divisions (4. As with the wage
adjusted labour productivity ratio all three
subsectors recorded a gross operating rate
above the non-financial business economy
average, and again the highest level was
recorded for the renting of transport
equipment subsector at 44.4 %.

(13) NACE Divisions 10, 12 to 14, 23 and 62,
not available.

(14) NACE Divisions 10, 12 and 62, not available.

Renting and leasing (NACE Division 71)
Productivity and profitability, EU-27, 2004

Apparent labour Average Wage adjusted Gross

productivity personnel costs labour productivity operating rate

(EUR thousand) (EUR thousand) (%) (%)

Renting and leasing 109.5 28.9 378.4 40.4
Renting of automobiles; renting of other transport equipment 200.6 31.3 640.5 44.4
Renting of other machinery and equipment 95.2 32.3 294.2 38.7
Renting of personal and household goods n.e.c. 39.3 20.9 188.2 26.8

Source: Eurostat (SBS)

eurostat
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23.3: RESEARCH AND DEVELOPMENT

Research and development (R&D) activities are
classified within NACE according to the field of
investigation of the research. A distinction is
made between research and experimental
development within natural sciences and
engineering (NACE Group 73.1) and research
and experimental development within social
sciences and humanities (NACE Group 73.2).
Note that market research activities are not
covered and that these are included as part of
Subchapter 22.2. Furthermore, it should be
noted that the statistics presented for the
research and development sector in this
subchapter  concern  exclusively  those
enterprises whose main activity consists of
carrying out R&D activities, and thus excludes
R&D departments of universities, public
administrations and enterprises whose main
activity is otherwise classified.

Increased levels of research and development
expenditure are seen as one of the means to
achieve the goals set out by the European
Council in Lisbon in 2000: in 2002 a target that
investment in R&D should reach 3 % of GDP by
2010 was set; the Lisbon objectives were re-
launched in 2005 to focus on growth and
employment in Europe.

In December 2006 the seventh framework
programme of the European Community for
research and technological development for the
period 2007 to 2013 (FP7) was established, to
be applied from January 2007. FP7 will be
implemented through specific programmes
corresponding to the main themes of European
research policy, with funding amounting to
around EUR 51 billion.

Table 23.8

In January 2000 the European Commission
proposed the creation of a European Research
Area (ERA), to create an ‘internal market’ in
research, improve coordination of research
activities and policies, and develop a European
research policy. In April 2007 the European
Commission adopted a Green paper titled ‘The
European Research Area: New Perspectives’ (15,
This opens discussions on a number of issues,
notably the mobility of researchers, developing
research infrastructure and institutions; as well
as improvements in the circulation and sharing
of knowledge, research programmes, and
global research cooperation. It aims to tackle
underinvestment, and fragmentation. It is
expected that this Green paper will be followed
up by specific proposals in 2008.

STRUCTURAL PROFILE

Value added in the EU-27's research and
development activities (NACE Division 73) was
EUR 18.4 billion in 2004, making this the
smallest of the three NACE divisions that
compose real estate, renting and R&D (NACE
Divisions 70, 71 and 73), with a 6.1 % share of
real estate, renting and R&D value added. There
were 390 000 persons employed in the EU-27's
research and development activities in 2004,
just over one tenth (11.1 %) of the real estate,
renting and R&D workforce, a significantly
higher share than that recorded for value
added; the workforce was spread across
37 200 enterprises.

The United Kingdom and Germany had the
largest research and development sectors in the
EU-27 in 2004, generating 31.6 % and 24.5 %
respectively of the EU-27's value added in 2004
(see Table 23.8). Only in a few Member
States (7€) did this sector’s contribution to non-
financial business economy value added
approach or exceed 0.5 % in 2004, notably in
the Netherlands (0.7 %), the United Kingdom
(0.6 %) and Slovakia (0.5 %).

(15 CoM(2007) 161.
(16) Ireland, Greece, Cyprus, Luxembourg and Malta
not available.

Real estate, renting and R&D n

COSTS, PRODUCTIVITY AND
PROFITABILITY

One characteristic of its cost structure sets the
research and development sector apart from
many other activities in the non-financial
business economy, and that is the very high
share of personnel costs in total expenditure,
likely to be in part a result of the relatively
highly qualified labour force. In 2004 the share
of personnel costs was 39.7 % in the EU-27,
approximately 2.4 times as high as the non-
financial business economy average, and the
highest of all of the non-financial business
economy NACE divisions (17), just ahead of both
computer services and other business activities
(NACE Divisions 72 and 74). This high share
also reflects the high proportion of paid
employees among all persons employed, a
proportion which was 92.6 % in the EU-27's
research and development sector in 2004, 6.4
percentage points above the non-financial
business economy average.

Apparent labour productivity in the EU-27's
research and development sector was
EUR 46 900 per person employed in 2004,
slightly lower than average personnel costs
(EUR 47 100 per employee). The higher
average personnel costs resulted in a wage
adjusted labour productivity ratio below
100 %, which at 99.0 % was the lowest ratio
among the non-financial business economy
NACE divisions ('8 in 2004. This ratio was
particularly low in Latvia (64.2 %) and Sweden
(69.1 %).

(17) NACE Divisions 10, 12 and 13, not available.
(18) NACE Divisions 10, 12 to 14, 23 and 62,
not available.

Research and development (NACE Division 73)
Structural profile: ranking of top five Member States, 2004

Share of EU-27 value added

Share of EU-27 employment

Value added specialisation ratio

Employment specialisation ratio

Rank (%) (1) (%) (1) (EU-27=100) (2) (EU-27=100) (2)
1 United Kingdom (31.6) United Kingdom (25.9) Netherlands (185.2) Netherlands (244.9)
2 Germany (24.5) Germany (22.5) United Kingdom (166.9) Slovakia (218.5)
3 France (12.4) Netherlands (9.0) Slovakia (136.1) Romania (194.2)
4 Netherlands (8.5) France (9.0) Romania (118.5) United Kingdom (180.0)
5 Italy (5.5) Italy (6.7) Germany (117.1) Latvia (153.0)

(1) Greece, Cyprus, Luxembourg and Malta, not available.
(2) Ireland, Greece, Cyprus, Luxembourg and Malta, not available.

Source: Eurostat (SBS)
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Table 23.9

Real estate activities (NACE Division 70)
Main indicators, 2004

EU-27 (1) BE BG cz DK DE EE IE EL ES FR IT cYy LV LT

No. of enterprises (thousands) 897.8 1.1 3.7 32.7 211 175.6 2.9 5.4 1210 97.4 164.4 : 9.4 2.0
Turnover (EUR million) 460 000 7573 216 2997 10375 91711 672 4822 : 80051 85812 33647 : 557 450
Production (EUR million) 432 000 6 837 231 3137 13301 83941 603 4034 : 54855 82253 40608 : 549 511
Value added (EUR million) 220000 3100 89 1141 10287 55691 367 3151 1 26407 31895 12864 : 227 210
Gross operating surplus (EUR million) 170000 2 477 60 822 9083 47239 308 2799 120839 21966 11420 : 148 146
Purchases of goods & services (EUR million) 290 000 4615 164 2008 5833 39307 498 3051 © 81775 51416 26450 : 347 314
Personnel costs (EUR million) 48 300 623 29 318 1204 8452 60 352 © 5567 9928 1444 : 79 64
Investment in tangible goods (EUR million) 137 000 1804 187 1458 13229 18903 420 1526 15178 26615 8003 : 341 294
Employment (thousands) 2 500 28 14 50 53 383 12 18 : 315 326 259 : 30 17
Apparent labour prod. (EUR thousand) 83.0 1104 6.3 23.0 1924 1454 319 1748 : 83.9 98.0 49.6 : 7.5 12.7
Average personnel costs (EUR thousand) 28.1 35.8 2.7 9.1 29.5 35.9 58 377 : 24.8 39.0 31.2 : 3.4 4.0
Wage adjusted labour productivity (%) 315.0 308.3 236.6 252.6 651.4 404.7 554.5 464.3 ©337.7 2511 159.1 . 2180 319.6
Gross operating rate (%) 37.0 32.7 27.9 27.4 875 51.5 45.8 58.0 : 26.0 25.6 339 : 26.6 32.4
Investment / employment (EUR thousand) 55.0 64.2 13.3 29.3 247.4 49.3 36.5 84.7 : 48.2 81.8 30.9 : 1.2 17.8

LU (2) HU MmT NL AT PL PT RO Sl SK FI SE UK NO
No. of enterprises (thousands) 2.3 232 : 12.6 10.2 27.2 15.5 8.5 1.3 1.8 10.8 38.4 925 344
Turnover (EUR million) : 4868 : 23812 9715 7869 4375 601 406 582 5725 22501 60931 11672
Production (EUR million) © 2583 © 23155 8322 7847 3957 729 365 524 5766 23115 63870 11622
Value added (EUR million) 1237 11432 4871 3035 1169 262 156 217 2923 11110 37416 5788
Gross operating surplus (EUR million) : 873 © 8634 3851 2074 751 191 104 127 2226 8728 26174 4850
Purchases of goods & services (EUR million) : 3670 © 12798 5398 4116 3741 352 283 361 2965 12153 25055 5744
Personnel costs (EUR million) : 364 : 2798 1020 961 418 71 52 90 698 2382 11243 938
Investment in tangible goods (EUR million) o124 5239 7239 1271 630 552 7 137 2042 10697 19375 4819
Employment (thousands) : 64 : 75 38 154 37 31 4 14 22 68 463 24
Apparent labour prod. (EUR thousand) : 19.3 : 1533 1273 19.7 31.8 8.4 43.2 15.7 133.6 162.2 80.9 2389
Average personnel costs (EUR thousand) : 7.1 : 41.7 325 7.5 15.1 2.4 171 6.7 35.1 43.4 309 46.7
Wage adjusted labour productivity (%) T 2741 © 367.8 392.0 2629 2104 356.1 2523 2332 3802 3733 261.8 5119
Gross operating rate (%) : 17.9 : 36.3 39.6 26.4 17.2 31.8 25.7 21.8 38.9 38.8 43.0 41.6
Investment / employment (EUR thousand) : 19.4 : 703 189.2 82 172 178 2.1 9.9 93.3  156.2 41,9 198.9
(1) Rounded estimate based on non-confidential data, except for number of enterprises. (2) 2003.
Source: Eurostat (SBS)
Table 23.10
Renting and leasing (NACE Division 71)
Main indicators, 2004

EU-27 BE BG cz DK DE EE IE EL ES FR IT cY LV LT
No. of enterprises (thousands) 137.0 2.9 0.6 4.3 2.4 14.5 0.4 1.9 : 22.0 26.9 14.7 0.4 0.8 0.4
Turnover (EUR million) 126 310 4570 68 494 2071 26421 101 1694 © 9695 22533 7886 70 52 57
Production (EUR million) 117 295 4459 64 431 1582 24366 95 898 © 8390 21833 7824 67 46 54
Value added (EUR million) 65498 2104 20 213 866 16973 45 615 4745 10799 2735 42 26 19
Gross operating surplus (EUR million) 51020 1790 17 165 632 15005 35 414 3327 7929 2120 27 19 12
Purchases of goods & services (EUR million) 59602 2415 51 297 1261 9918 58 1101 © 4953 13227 4879 27 28 40
Personnel costs (EUR million) 14 478 314 3 49 234 1968 11 201 : 1419 2871 615 14 7 6
Investment in tangible goods (EUR million) 61488 2877 21 253 1050 12774 31 329 : 5807 11903 3652 12 43 17
Employment (thousands) 598 10 2 7 8 80 1 10 : 79 87 36 1 2 2
Apparent labour prod. (EUR thousand) 109.5 207.0 93 320 1029 2116 333 608 ©59.9 1247 74.9 409 11.2 1.0
Average personnel costs (EUR thousand) 289 426 1.7 11.3 32.0 29.8 8.9 24.2 : 23.2 35.0 31.9 17.4 4.0 4.2
Wage adjusted labour productivity (%) 3784 486.2 543.1 2824 3221 7111 3724 2512 : 2587 3564 2351 2350 277.3 264.7
Gross operating rate (%) 404 392 249 334 305 56.8 347 244 T 343 35.2 26.9 39.0 359 214
Investment / employment (EUR thousand) 102.8 283.1 9.9 38.0 124.7 159.2 22.8 32.5 . 73.3 137.4 100.1 12.3 18.9 10.3

LU (1) HU MT NL AT PL PT RO SI SK Fl SE UK NO
No. of enterprises (thousands) 0.3 3.4 : 4.7 2.0 4.1 2.5 1.1 0.3 0.3 1.1 5.5 16.1 2.6
Turnover (EUR million) 416 590 : 7520 4518 773 1345 165 31 166 831 2539 30844 1434
Production (EUR million) 333 439 © 7196 3299 781 1272 162 25 153 826 2397 29723 1373
Value added (EUR million) 195 319 : 3570 2338 393 737 98 10 66 363 1226 16536 556
Gross operating surplus (EUR million) 142 272 : 2870 2058 329 573 87 6 47 245 847 11678 339
Purchases of goods & services (EUR million) 216 268 1367 2263 429 642 68 21 99 491 1363 13910 883
Personnel costs (EUR million) 52 47 : 700 280 65 163 1" 4 20 118 379 4857 217
Investment in tangible goods (EUR million) 102 304 3415 4676 185 1214 26 0 43 328 792 11317 509
Employment (thousands) 1 8 : 26 9 12 11 4 1 2 4 12 176 6
Apparent labour prod. (EUR thousand) 230.0 414 : 137.0 265.1 340 684 27.0 202 284 96.6  103.8 93.8 914
Average personnel costs (EUR thousand) 70.0 8.3 : 319 38.2 93 16.6 3.1 135 9.0 335 38.4 299 410
Wage adjusted labour productivity (%) 3285 497.4 © 430.1 694.8 364.4 4124 8656 149.1 3139 2831 2704 3132 222.8
Gross operating rate (%) 34.3 46.1 : 38.2 45.6 42.5 42.6 52.6 20.1 28.1 29.4 33.3 37.9 23.6
Investment / employment (EUR thousand) 119.9 39.5 : 131.1 530.3 16.0 112.7 7.1 0.0 18.4 87.5 67.1 64.2 83.6

(1) 2003.
Source: Eurostat (SBS)
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Table 23.11
Research and development (NACE Division 73)
Main indicators, 2004

EU-27 (1) BE BG cz DK DE EE IE EL ES FR IT cY LV LT
No. of enterprises (thousands) 37.2 0.2 0.1 0.5 0.3 4.2 0.0 0.3 : 1.5 2.9 10.8 : 0.1 0.1
Turnover (EUR million) 37 000 918 5 168 615 6412 7 266 : 1036 6189 1837 : 17 12
Production (EUR million) 39 000 935 6 168 719 6520 7 237 : 977 5709 2124 : 16 11
Value added (EUR million) 18 400 486 2 69 250 4513 3 151 : 736 2283 1021 : 7 5
Gross operating surplus (EUR million) 1300 112 1 1 -67 686 1 71 : 113 261 358 : -4 2
Purchases of goods & services (EUR million) 22 500 484 3 104 476 3953 4 114 : 706 4704 1041 : 8 7
Personnel costs (EUR million) 17 000 373 1 68 317 3827 3 80 : 623 2022 663 : 12 3
Investment in tangible goods (EUR million) 3370 44 0 18 64 871 0 25 : 184 521 157 : 4 0
Employment (thousands) 390 5 0 6 5 88 0 2 : 18 35 26 : 3 0
Apparent labour prod. (EUR thousand) 469  98.1 54 11.3 488 51.4 14.1 73.1 401 65.0 39.3 : 2.6 9.5
Average personnel costs (EUR thousand) 471 78.2 3.8 12.1 61.9 46.3 1.7 44.6 : 36.5 57.6 47.0 : 4.1 6.4
Wage adjusted labour productivity (%) 99.0 1254 1425 932 788 111.0 121.0 163.7 0 109.9 1127 83.6 o 642 1499
Gross operating rate (%) 3.4 12.2 15.9 0.4 -10.9 10.7 10.8 26.7 : 10.9 4.2 19.5 L =247 14.6
Investment / employment (EUR thousand) 8.6 8.9 0.8 2.9 12.4 9.9 1.3 12.0 : 10.0 14.8 6.0 : 1.3 0.6
LU (2) HU MT NL AT PL PT RO Sl SK Fl SE UK NO
No. of enterprises (thousands) 0.0 2.7 : 2.0 0.5 0.7 0.1 0.4 0.4 0.1 0.3 2.8 2.9 0.4
Turnover (EUR million) : 214 : 2795 489 149 ih 173 112 159 405 1317 13156 647
Production (EUR million) : 166 © 2666 408 143 9 202 102 154 376 1376 16090 635
Value added (EUR million) : 75 : 1564 281 66 7 92 48 65 185 517 5811 437
Gross operating surplus (EUR million) : 24 : 178 46 32 1 15 8 12 -7 -118 -459 -5
Purchases of goods & services (EUR million) : 136 © 1352 409 68 10 13 64 93 240 956 7262 346
Personnel costs (EUR million) : 51 ;1386 236 34 6 78 40 53 192 634 6270 442
Investment in tangible goods (EUR million) : 15 : 118 95 6 1 32 3 27 16 83 936 26
Employment (thousands) : 6 : 35 5 3 0 24 2 6 4 11 101 7
Apparent labour prod. (EUR thousand) : 13.0 : 44.4 55.6 19.6 28.0 3.8 27.3 10.6 47.7 455 57.5 58.6
Average personnel costs (EUR thousand) : 12.6 : 40.2 50.0 13.5 26.4 3.5 241 8.7 50.8 65.8 63.0 59.7
Wage adjusted labour productivity (%) :102.6 : 1103 1111 1446 1058 109.2 113.1 121.8 94.0 69.1 91.3 982
Gross operating rate (%) : 11.3 : 6.4 9.3 21.5 12.3 8.4 7.5 7.4 -1.7 -8.9 -3.5 -0.8
Investment / employment (EUR thousand) : 2.7 : 3.3 187 1.8 4.5 1.3 1.8 4.3 4.2 7.3 9.3 3.4

(1) Rounded estimate based on non-confidential data, except for number of enterprises. (2) 2003.
Source: Eurostat (SBS)
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