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WHITE-TAILED EAGLE:
Native to Poland, this
opportunistic scavenger has
a wingspan of up to eight feet
and can live for over 20 years

HOW MUCH
TROUBLE
IS EUROPE
REALLY IN?

Poland
Fortune may favour the brave in economics without doing so in politics:
tough decisions are required, but who is bold enough to take them?

Low growth and high unemployment,
conflict and disorder on its doorstep:
Europe may seem in flux, but as Work.’s
correspondents from across the continent
explain, the prognosis may not be bleak
The Natural History Museum

“THE SICK MAN OF Europe is Europe”. That stark
conclusion by American author and academic Joel
Kotkin might seem justified by the grim litany of
headlines about the continent’s political, social and
economic difficulties. Anaemic growth, youth
unemployment so high in some countries that analysts
are talking of a “lost generation”, and scandals plaguing
the continent’s political and financial elites, are just some
of the factors leading to a sense that Europe is enduring
its most serious crisis since World War II.
Yet this isn’t the whole truth. The EU’s economy
should grow by at least 1 per cent this year – hardly
spectacular but, Ernst & Young’s forecasts suggest, the
harbinger of better growth to come. For all the shock
waves it generated, the election of an anti-austerity
government in Greece may be a reminder to politicians
that they need to move beyond complacent mantras.
Could 2015 be the year of which, in retrospect, we say
that it might not have been the beginning of the end of
Europe’s woes, but it was at least the end of the beginning?
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TWENTY THREE YEARS OF continuous growth,
As the largest beneficiary of EU funds (€106 billion),
branded by The World Bank as “the golden age”, and the Poland has the financial support needed for such
newly acquired status as the darling of the European a strategy, but in the year of two elections – presidential
Union may appear to make Poland a safe haven during and parliamentary – hardly any leader is willing to take
these challenging times. But in 2015, the country may the political risks of major reforms. Even more so when
face some turbulence.
the country’s fragile stability is already exposed to other
Robust economic activity is expected to continue, significant risks in 2015.
with real GDP growth projected to be 3.2 per cent, mostly
Heralded as the final recognition of Poland’s
due to strong internal consumption and the smaller- successful transition from Cold War command economy
than-expected impact of the Ukraine crisis on exports, to Western-oriented EU member state, last year’s
which account for up to 40 per cent of GDP.
nomination of Prime Minister Donald Tusk to the office
Poland has counterbalanced
of President of the European
the influence of Russia with strong
Council has paradoxically so
“The country must switch from far brought more problems
domestic demand, which drives
the role of peripheral imitator
the economic growth, and by
than benefits. Despite its
redirecting export flows to internal
position on the eastern edge of
to innovator, and convince its
EU markets such as the
EU, Poland has been
young talent to return to Poland” the
Netherlands and Italy. But it does
sidelined in the process of
not necessarily signify that the
attempting to solve the
future is bright.
continuing conflict in Ukraine for being allegedly “antiExperts warn that the current model of growth, Russian”.
dependent on a relatively cheap yet skilled labour force
According to a recent opinion poll, as many as 70 per
and over-generous EU funding, may not be sustainable in cent of Poles see the situation in the former Soviet state as
the long term and needs to be replaced with a more a direct security threat, yet Poland has little influence on
ambitious, innovation-orientated plan. As the population the EU’s actions to resolve the crisis. On top of this, Tusk’s
flatlines, with two million mostly young, well-educated replacement as prime minister – the former speaker of the
Poles working in other EU states, the country must Parliament, Ewa Kopacz – has not yet convinced voters
switch from the role of peripheral imitator to innovator, she is a leader for tough times. She may find it difficult to
and convince its young talent to return to Poland.
secure an easy re-election in October, putting the sevenEffecting these changes would require the years’ rule of the centre-right Civic Platform party at risk.
government to pursue a bold agenda, pushing for further
This May, the country will also go to the polls to choose
reforms in politically tricky areas such as education and its president. Opinion polls indicate incumbent head of
pension systems. This would mean facing the possibility state Bronislaw Komorowski will be comfortably
of opposition from social groups such as the miners, who re-elected, but may not have enough votes to avoid a runrecently protested against government plans. As tough off with the right-wing candidate, MEP Andrzej Duda.
as they would be to introduce, such measures are
necessary to secure the skills and labour availability that Jakub Krupa is a Polish journalist who covers central and
the switch to a digital economy would demand.
eastern Europe and the EU
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Portugal

WHITE-THROATED
DIPPER: Norway’s national
bird is aquatic, can grow up to
seven inches long and its diet
includes molluscs and fish

Diogo Campos, former administrator of the Bank of Portugal,
reflects on a nation on the brink of a new era

Norway

countries in Europe, an ageing population. By 2030,
What is the greatest challenge facing the
Portuguese economy?
almost one in four Portuguese will be 65 or over.
This year, the target is for the economy to grow
This places a severe burden on the budget.
by 3 per cent, even though the budget preserves and
In future, we will have trouble providing for our
sustains significantly higher taxes. It will be hard
elderly and retired. Instead of being able to retire
for the government to coordinate growth and
in well-earned peace, some old people will have to
relatively heavy taxation. To put this in context,
keep working.
between 2001 and 2010, even with a lower rate of
tax as a percentage of GDP, the economy managed
What does the government need to do to strengthen
to grow 1 per cent a year.
the economy?
It has been suggested Portugal is torn between
Find a way to reduce taxes while balancing
an old economy (sheltered, often indebted, domestic
the budget, and help Portuguese businesses
businesses, typically in energy, construction and
successfully enter new international markets.
telecoms) and a new, exportminded economy.
With a former prime
“Instead of being able to
That’s a pretty accurate
minister awaiting trial for
diagnosis. To improve the
financial misdemeanours
retire in well-earned peace,
country’s prospects, the
– and the collapse of the
some old people will have
export-minded economy must
Espirito Santo bank costing
to keep working”
– and is beginning to – expand
around £4 billion, how do
significantly. The key sectors
the Portuguese feel about
are ecotourism, luxury tourism
their future?
to parts of the country other than the well-known
The Portuguese are natural optimists, blessed
and much-visited Algarve, biological agriculture,
with a certain degree of self-confidence. And there
renewable energy, luxury ceramics, cork, marble
are good reasons for them to be positive about the
and olive oil. Despite the stagnation in Europe –
long-term future of the Portuguese economy. The
and the financial troubles in Angola, an obvious
recent financial and political scandals have given
trading partner – exports are growing steadily.
the country the chance to start afresh with a more
selfless, positive outlook towards the future. If
Will demographics help or hinder Portugal’s
Portugal is to be taken seriously as a trustworthy,
economy in the next decade?
dynamic business partner, the judicial process must
Portugal has a very low birth rate – it fell by 14
be seen to be working, lessons must be learned and
per cent between 2008 and 2012 –and, like many
a new start needs to be seen to be made.

HAPPINESS SCORE
NORWAY
GERMANY
FRANCE
POLAND
GREECE
PORTUGAL
ESTONIA
LATVIA
LITHUANIA

51.4
47.2
46.5
42.6
40.5
38.7
34.9
34.9
34.6
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The Happy
Planet Index
(HPI)
“well-being”
score is based
on each
country’s HPI
scores for life
expectancy,
experienced
well-being and
ecological
footprint

Traaseth met people from the technology community
across Norway. The result is an initiative called
“Drømmeløftet” (The Dream Lift), aiming to crowdsource the next set of innovation policies for the country.
Innovation Norway funding helped co-working
spaces such as Oslo’s MESH, Trondheim’s DIGS and
Stavanger’s Mess & Order get off the ground. They offer
budding entrepreneurs a place to go for advice,
inspiration or to meet co-founders.
Yet Norway still lacks the successes of Sweden and
Finland to inspire others. Here an answer may lie with
the country’s problem-solvers. Last year, Norwegian
brain researchers May-Britt and Edvard Moser shared a
Nobel Prize for their groundbreaking work on the brain’s
GPS. Inventions such as the gas turbine and the
technology behind Apple’s Siri were also born in Norway.
Institutes such as the Norwegian University of
Science and Technology (NTNU) are starting to
commercialise their research via the Technology
Transfer Office, and this year’s Technoport innovation
conference in Trondheim aims to “awaken the
entrepreneurial mindset” in researchers and investors.
Results so far include Dynamic Rock Support’s D-Bolt,
an energy absorber for rock reinforcement; Edgefolio,
a platform connecting hedge funds and allocators, and
Unacast, which is leading the race to use bluetooth
beacon technology for more personalised advertising.
The Xeneta platform opens up the global sea freight
market to allow users to compare their shipping rates
with industry rivals. Its customer base is wider than
might be expected for a start-up, with global brands
such as Walgreen’s and Jaguar Land Rover listed
alongside Norwegian heavyweights Norsk Hydro and
Kongsberg Automotive. The company recently raised
a Series A investment round to fuel its continued growth
and product development.
While not as consumer-friendly as Spotify or Angry
Birds, Norway’s IT start-ups are beginning to make a big
impact in multibillion-pound global industries.
David Nikel is an award-winning British journalist who
lives in, and writes about, Norway

ROOSTER OF BARCELOS:
This legendary bird is famed
for reprieving a man
condemned to hang
Age fotostock / Alamy

THE PRICE OF CRUDE oil halved in 2014 and the
expected recovery has stalled. Margins on extracting oil
from under the Norwegian continental shelf are now
thin at best. State oil company Statoil cut thousands of
jobs last year and is slashing $2 billion from capital
spending in 2015. Analysts predict up to 40,000 jobs
could be lost in the industry this year, equivalent to
around 1 per cent of the working population.
So what is Norway’s Plan B?
An emerging gaming industry led Finland’s recovery
from Nokia’s downfall, producing Rovio Entertainment’s
Angry Birds. Sweden created three start-up companies
valued at more than $1 billion, with household-name
products including Minecraft and Candy Crush.
Inspired in part by this Nordic success, Norway is
using riches nurtured since the first oil discovery in
1969. The government-owned Oil Fund is currently
valued at more than £550 billion.
Controls on government spending require strategic
choices. In 2004, four government departments
including the Tourist Board and Trade Council merged
to form Innovation Norway, a government-owned
quango to promote nationwide industrial development.
Last year, the government turned to the private
sector. Former Hewlett-Packard Norway chief, Anita
Krohn Traaseth, was chosen to lead Innovation Norway.
She’s known for her personal blog, social media activity
and her book Good Enough for the Bastards, narrating
her journey from an ordinary background by daring to
be visible in the boardroom and online.
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Life after the black gold: with the oil industry at breaking point, what’s next
for Norway’s economy? Emerging IT start-ups may hold the answer
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Baltic states
Morten Hansen, head of economics at Stockholm’s School of Economics in
Riga, discusses the outlook for Estonia, Latvia and Lithuania

Greece

Economically, have Estonia, Latvia and Lithuania
shaken off the legacy of the Soviet era?
The Soviet economy was very reliant on the
manufacture of physical goods and the economic
transformation after independence did lead to high
unemployment. Many people’s skills were of no use
in a market economy, and I would say some people
of a certain age still haven’t mentally adjusted to a
capitalist economic system. The idea of a nine-to-five
job working in the private sector is still relatively new.
There is no Soviet legacy with young people, who are
more qualified and dynamic in their approach. Yet
many of them, who are over-qualified for jobs in their
own country, leave to work abroad: in 2012, over
35,000 Lithuanians under the age of 30 emigrated.

PHOENIX: In Greek
mythology, this long-lived
bird could regenerate itself
by rising from the ashes
of its predecessor

Lena Komileva, chief economist and managing director of G+ Economics,
laments the country’s prospects after Syriza’s negotiations with the EU

How diverse are the Baltic states?
Estonia markets itself as high-tech e-stonia, and
the capitals – Riga, Tallinn and Vilnius – are very
Westernised yet in the east, there is a lot of
subsistence farming. Rural areas are afflicted by
high unemployment ,yet in Riga the need for people
in qualified jobs is so great that wages are rising by
6-7 per cent. And these differences affect policy. For
example, the Latvian government is raising the
retirement age for men from 62 to 65 over the next
12 years. That’s sensible, but average life expectancy
for Latvian men, who drink, drive and smoke
recklessly, is variously estimated at 65-67 years!

How does it do that?
The three items at the top of the government’s
agenda are growth, growth and growth. The
Greeks do not lack entrepreneurial spirit but the
situation had become almost impossible. The
government needs to create a climate in which
businesses make the investments they need to
succeed, create jobs and pay taxes so that Greece
can become a productive, solvent economy. The key
ingredient is trust. Right now, tax avoidance and
public-sector corruption are widespread. Many
Greeks stopped paying taxes in expectation of
Syriza’s poll victory in January. So this government
faces a big credibility challenge. It has to create
a new social contract with people and business by
ensuring the burden of austerity and economic
reform is shared fairly to deliver credible, funded
promises to voters and to turn the economy around.
What does Greece signify for the Eurozone?
The fracturing of Greek society, which has
encouraged the rise of radical anti-EU sentiment, is
visible in every other European economy, including
Germany’s. A good economic policy is one that
people will vote for – and nobody in Greece is going
to vote for more austerity. Syriza’s election should
act as a wake-up call to Europe’s leaders that a new
solution to growth, jobs and debt has to be found.

BASTIONS OF ENTREPRENEURSHIP
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How much trouble is the Greek economy in?
In the years prior to the crisis, Greece was
becoming increasingly uncompetitive, mainly due
to an oversized public sector, rapid wage growth
and lack of business reforms. This left the economy
particularly exposed when the global economic
crisis hit and resulted in unsustainable levels of
government debt, which is now more than 180 per
cent of GDP. This is not a debt burden that could be
tackled through either austerity or growth and
indeed it has exacted a very heavy toll on the
economy. In the last five years, the economy has
shrunk by a draconian 25 per cent. One in two
young people are unemployed. There is a flight of
business capital, bank deposits and skilled labour.
Greek society is being hollowed out.

Are the bailout negotiations the issue on which the
government will stand or fall?
An economy in depression and a disillusioned
electorate mean that Syriza’s toughest political and
economic challenges still lie ahead. The real key to
Greece’s recovery is rebuilding trust in economic
governance at home.

Superstock

What were the economic options facing the Syriza
government when it was elected?
Greece could have either sleepwalked out of the
Eurozone, by entering lengthy political negotiations
with its EU creditors, threatening default and
cutting itself off from their financial lifeline, or been
kept in, though insolvent, by the political will and
credit of other nations. This was a tough choice as
the Greek electorate voted against fiscal deflation, or
more austerity and EU conditionality, in the January
elections, but it also rejected the other way of
tackling its unsustainable debt – currency
devaluation, or Grexit. In the event, Greece once
again opted to stay in by accepting more cheap EU
funds in exchange for economic reforms. However,
the bailout negotiations have taken a heavy political
toll, leading Syriza to break many of its voter
promises and causing internal frictions in the party.
We haven’t seen the last of Greek political volatility.

LATVIA
ESTONIA
LITHUANIA
POLAND
PORTUGAL
NORWAY
GREECE
GERMANY
FRANCE

13.3
13.1
12.4
9.3
8.2
6.3
5.5
5.0
4.6

Countries ranked
by percentage of
people starting
up or already
running new
businesses
Source: Global
Entrepreneurship
Monitor 2013

How optimistic are you about the Baltic economies
in the years ahead?
In the last 10 years there has been partial
economic convergence with the rest of the EU: in
terms of GDP per capita levels, Estonia has jumped
from 57 to 72 per cent of the EU average, Latvia from
47 to 67 per cent and Lithuania from 52 to 74 per
cent. They have learned fiscal discipline after
massive credit booms that forced the governments to
take drastic austerity measures. All three economies
will grow this year – by more than 2 per cent – and
the many reforms put in place since they joined the
EU put them in a better position for growth for the
next 10 years.
In the long term is there one factor that could
threaten such growth?
Poor demographics. When people are uncertain
about their future they postpone having children
and sometimes they don’t have them at all. So in
Latvia, for example, the birth rate has halved
from 40,000 to 20,000 since the late 1980s. Poor
demographics and the brain drain do raise the
possibility that these countries face what is known
as “the middle-income trap”.
In January, Lithuania adopted the Euro as its
currency. What difference will that make to the
region’s economies?
As Estonia and Latvia have already switched to
the Euro – and they are Lithuania’s biggest trading
partners – it seems logical, convenient and should
ease trade. The biggest challenge now is Russia,
which is a relatively large trading partner,
especially for Lithuania. With Russia going into
recession – its economy could shrink by 5 per cent
this year – the rouble has lost much of its value
against the Euro. So not only is the Russian market
contracting but Baltic exports to it will become
significantly more expensive.
NATIONAL BIRDS: (From left
to right) Lithuania’s White Stork,
Estonia’s Barn Swallow and
Latvia’s White Wagtail
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France
Myth-busting: innovative start-ups are challenging the prevailing
anti-business stereotypes in France

BLACK EAGLE: This large
bird of prey is known for its
characteristic slow soaring
over the canopy

IT’S NO SURPRISE TO those in the French tech
world that Cisco has announced plans to invest $100
million into French start-ups. With local infrastructure
start-ups such as SIGFOX raising €100 million in a single
round, and GE in the process of closing its acquisition of
Alstom’s energy businesses, there’s a need to get in on the
ground floor of what’s coming next in France.
Many outside France jump on the anti-business
stereotypes that have proliferated in recent years –
minimised working hours, maximised vacation weeks,
heavy taxation and impossible unemployment regulation.
But few have looked into why so many of the biggest
multinational digital companies of our age – Amazon,
Google, Facebook, Twitter, Microsoft – count France
among the most important markets in their bottom lines.
While many industrial companies were ineligible for
France’s tax credits, which can subsidise the cost for an
entire R&D team to the tune of €100 million per year,
digital start-ups are helping to revitalise the stagnating
economy. Silicon Valley companies may be used to paying
premium prices for talent that is simply calculating its
next move. But French start-up Criteo says it maintained
its headquarters and chief engineering team in France,
despite its NASDAQ listing, because the engineers are
just as smart and a hundred times more loyal.
The French economy has never been more in need of
digital entrepreneurs than in 2015, and the government
is doing all it can to pave the way for them. “The more
risks you take, the more risks we’ll take,” says economic
minister Emmanuel Macron, and start-ups are
answering his call to action. Whether it’s foreign
companies coming into the market, or local companies
looking to grow, France is willing to finance big bets that
can stir growth. Its own multibillion-dollar investment
bank Bpifrance makes both direct investments in laterstage start-ups and invests in early-stage funds that
invest in French companies.

Germany
The challenge of digitisation: Germany must move quickly to keep its
traditional industries at the top of their game

Ulrich Hottelet is a German business editor who has
written for Handelsblatt
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Every company must weigh up the pros and cons
before it invests, even though there is a real need for
German manufacturing to digitise. Despite the PR by big
IT vendors, most SMEs are afraid IT security risks might
affect production processes and are wary of replacing
their successful business models with new ones that carry
uncertainties. A major obstacle is the inadequate
broadband supply in rural areas where a lot of companies
are located. There is no digital subscriber line (DSL) in
many regions. Extending broadband is an important
condition for Industry 4.0 and smart networks in energy,
traffic, and health. This will cost billions, some of which
needs to be financed by government.
But Germany’s competitors are not idling. The US and
China are investing heavily in digital technologies
connecting everything and everybody. These countries
see a chance in Industry 4.0 to gain market share. In
particular, Google is becoming a serious challenger in, of
all things, automotive engineering, a traditional pillar of
the German economy. The car industry is afraid that it will
only produce coachworks in the future and the rest, such
as controls and assistance systems, will come from Google.
At the moment the original equipment manufacturer
(OEMs) see themselves forced to co-operate with Google
or Apple due to the lack of European or German alternatives.
The German IT industry is more optimistic. Its
strengths are security and data protection. These
providers are hidden champions because, after all, data
security is a key requirement for Industry 4.0.
The National History Museum / Alamy

THE GOAL OF THE German government is a bold
one. It wants the country to become Europe’s leader in
digital growth in order to support key industries such as
automotive and mechanical engineering, logistics and
health management. Top priorities will be smart
mobility, e-health and security.
German business has welcomed this strategy.
According to a survey by Capgemini of 154 CIOs of large
companies in Germany, Austria, and Switzerland, 34 per
cent make digitisation a top priority. However, 41 per
cent have difficulties in achieving it. The biggest hurdle
is the lack of qualified employees.
The key challenge in Germany is “Industry 4.0”, the
fourth industrial revolution, which is essentially
equivalent to the “internet of things” and the “Smart
Factory”. The aim would be for the country’s strong
manufacturing base to blend with industrial IT and stay
a world market leader.
The small and medium companies, the bedrock of the
German economy, have gained comprehensive process
know-how for decades. If this is combined with
networking technologies and big data, German-made
products will remain attractive worldwide.
Thus the two most important industries for the job
market would merge. Information and communication
technology businesses employ approximately 920,000
people, making them the second-largest employer after
mechanical engineering. An intermediate step on the
path to Industry 4.0 is embedded systems. Bosch and
Siemens are already leading with them in automation.
Robotics will also play an important role in the
production of the future.

What is most exciting in France – and Europe as a
whole – is the changing tone that the connected hardware
movement has ushered in. Old habits die hard, so don’t
expect France to buddy up to tax-optimising digital
companies like Google, Microsoft and Facebook anytime
soon. However, hardware companies that sell physical
products – Apple, Huawei and others – pay acceptable
levels of tax to France, and therefore France is opening
its arms (and wallets) to hardware companies.
France is still fighting its legacy regulation and
bureaucracy. With help from the Prime Minister, Macron
has forced through legislation (known as the “Macron
Law”) to start deregulating professions and allow
outsiders to come in more easily. France is confronting
the challenge of an ageing population, which will lean
heavily on its social security in coming years, as well as a
stagnating economy. But its desire to innovate has driven
the country to build things such as high-speed rail and
electric cars. It would be a mistake to imagine that
business-unfriendly laws, which have been around for
fewer than 25 years, would counteract centuries at the
forefront of cultural and technological innovation.
Liam Boogar writes a blog for French innovation, start-up
and tech website Rude Baguette

FRENCH BABY BOOM
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GALLIC ROOSTER:
The unofficial symbol of
France, today the rooster
is often used as a national
mascot at sporting events
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