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	Table 1- The decrease of investment has determined a low GDP growth

	GEO
	NA_ITEM/TIME
	2007
	2015
	Contribution
	Difference
2015-2007
	SHARE-2015
	SHARE-2007
	Growth 20015/2007

	Italy
	Gross domestic product at market prices
	1.687.143,2
	1.547.233,3
	-8,29%
	           -139.910    
	100,0%
	100,0%
	-8,3%

	Italy
	Household and NPISH final consumption expenditure
	993.393,3
	930.922,7
	-3,70%
	-               62.471    
	60,2%
	58,9%
	-6,3%

	Italy
	Final consumption expenditure of general government
	321.472,4
	310.901,9
	-0,63%
	-               10.571    
	20,1%
	19,1%
	-3,3%

	Italy
	Gross fixed capital formation
	368.619,8
	258.887,9
	-6,50%
	           -109.732    
	16,7%
	21,8%
	-29,8%

	Italy
	Exports of goods and services
	455.247,5
	470.945,6
	0,93%
	                15.698    
	30,4%
	27,0%
	3,4%

	Italy
	Imports of goods and services
	461.900,0
	429.885,6
	1,90%
	                -32.014    
	-27,8%
	-27,4%
	-6,9%

	Euro area (12)
	Gross domestic product at market prices
	9.550.965,0
	9.614.856,6
	0,67%
	                63.892    
	100,0%
	100,0%
	0,7%

	Euro area (12)
	Household and NPISH final consumption expenditure
	5.258.233,7
	5.283.874,5
	0,27%
	                25.641    
	55,0%
	55,1%
	0,5%

	Euro area (12)
	Final consumption expenditure of general government
	1.894.120,4
	2.040.831,3
	1,54%
	              146.711    
	21,2%
	19,8%
	7,7%

	Euro area (12)
	Gross fixed capital formation
	2.190.564,2
	1.921.213,0
	-2,82%
	           -269.351    
	20,0%
	22,9%
	-12,3%

	Euro area (12)
	Exports of goods and services
	3.659.656,0
	4.366.495,2
	7,40%
	              706.839    
	45,4%
	38,3%
	19,3%

	Euro area (12)
	Imports of goods and services
	3.518.062,4
	3.987.781,4
	-4,92%
	  469.719    
	-41,5%
	-36,8%
	13,4%




· 
“The ongoing recovery remains driven by domestic demand and in particular, by private consumption” (Source: European Economic Forecast, Spring 2016)
· Growth is determined by the internal demand and not by exports
· The forecast of a higher GDP growth depends on a future increase of the investment
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[image: BRIESELANG, GERMANY - SEPTEMBER 04: A worker pushes a cart through shelves lined with goods at an Amazon warehouse on September 4, 2014 in Brieselang, Germany. Germany is online retailer Amazon's second largest market after the USA. Amazon is currently in a standoff with several book publishers over sales conditions and prices for e-books, and hundreds of authors in the US and Europe have written letters in support of the publishers. (Photo by Sean Gallup/Getty Images)]
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SHARING ECONOMY
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The sequence of many different innovation waves as indicated by the product life cycle model determines a continuous increases of labor productivity, of wages and incomes and therefore also of the internal demand.

However the development of these new sectors requires major investments and various forms of financing: public and venture capital in early stage, equity and bank credit in the development phase.

Corporation have to decide whether rationalize existing productions and to disinvest or to create spin-off and reconvert to new productions, which require more investments.  
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[image: martin wolf]After the Brexit there is the need for a change in European economic policies. European and national policies in the EU are aiming to the financial stability and not to the economic growth which is the precondition for financial stability of the banks and of the public budgets.

The paper indicates a new growth strategy which aims to the growth of the productivity, the wages and the internal demand through a re-launch of innovation and investments.

New industrial and regional policies are the key element of a new growth strategy for the EU and its regions and urban areas.
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· The growth of the European economy should depend on the internal demand, as the European economy represents the largest economy in the world and it is difficult to immagine that the other countries could significantly increase their imports from the EU, in order that exports become the main driver of the long term growth of the European economy. 
The recovery of the European economy should start from the territory and from investments aiming to respond to the needs of its citizens and urban areas, rather than from monetary and fiscal policies aiming to stability of the banks and the public budgets

Both national governments and the EU Commission have interpreted the Juncker’s plan and the EU regional policy as a public budget increase and not as an instrument of a new European development strategy. 

A new growth policy in Europe should be based on the acknowledgement that economic growth requires the creation of new productions, new firms and new sectors. That requires not only an increase of private and public, immaterial and material investments, but also innovation in the structure of the economy and a change in the policies from promoting the exports and international competitiveness to the aim of expanding the production capacity oriented to the internal European market, in order to anticipate and sustain the growth of the internal demand and the consumption of the European citizens.
The European Union and some countries (e.g. Germany and Italy) have a positive balance of trade with the external world. Germany surplus is especially higher in the trade with the other European countries.

	
	
	2007
	2015
	share
2007
	share
2015

	Euro area (12 countries)
	Exports-Imports of goods and services
	141.593,6
	378.713,8
	1,5%
	3,9%



The policies aiming to increase the external surplus decrease the internal demand, as 
X – M = S - I
= foreign direct investment or increase of foreign financial assets

and that leads to export capitals or investments outside the European economy, thus decreasing the future growth of the EU. 



	
The role of the internal demand and 
of the external trade balance on GDP


	
	
	2007
	2015
	share
2007
	share
2015

	Euro area (12 countries)
	Gross domestic product at market prices
	9.550.965,0
	9.614.856,6
	100,0%
	100,0%

	Euro area (12 countries)
	Exports of goods and services
	3.659.656,0
	4.366.495,2
	38,3%
	45,4%

	Euro area (12 countries)
	Imports of goods and services
	3.518.062,4
	3.987.781,4
	36,8%
	41,5%

	Euro area (12 countries)
	Final consumption expenditure and gross capital formation
	9.415.995,2
	9.238.753,5
	98,6%
	96,1%

	Euro area (12 countries)
	Exports-Imports of goods and services
	141.593,6
	378.713,8
	1,5%
	3,9%



· The positive effect of exports on GDP is balanced by the almost equal negative effect of import.
· Moreover, the increase of the external trade balance determines an increase of  the surplus of saving on investment (S - I = X – M) and in the long term the low investment decreases the growth of the internal production capacity



	External balance of goods and services
Percentage of gross domestic product (GDP)

	GEO/TIME
	2014Q3
	2014Q4
	2015Q1
	2015Q2
	2015Q3
	2015Q4

	Germany 
	7,09%
	7,07%
	7,45%
	8,14%
	7,83%
	7,64%

	Euro area (12 countries)
	3,74%
	4,15%
	4,33%
	4,60%
	4,51%
	4,38%

	Spain
	2,53%
	3,05%
	2,86%
	1,97%
	2,33%
	2,80%

	France
	-2,06%
	-1,48%
	-1,27%
	-0,89%
	-1,17%
	-1,34%

	Italy
	2,78%
	3,44%
	3,21%
	3,02%
	3,08%
	3,44%

	United Kingdom
	-2,07%
	-2,03%
	-2,34%
	-1,02%
	-1,91%
	-2,60%





· Both in the EU (-4,38%) and in Germany (-7,64%) and in Italy (-3,44%) there is a surplus of the trade balance of goods and services and that indicates that the internal demand is lower than the internal production or that saving is greater than investments.

The countries which have greater growth rates such as UK, Spain and France 
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Intra-EU exports Intra-EU imports, 2002-2013 (%)
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reland, Luxembourg and Mala: data not available for the second quarter of 2016.
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2002 2005 2004 2006 7006 2007 2008 7000 _ 2010 _ 2011 2012 2013
Belgium 113% 114%  114%  112%  112%  113%  111%  112%  110%  108%  105%  110%
Buigaria 8% 7%  TS%  72% 7% 6%  65%  Ts% 8%  91% 8%  87%
CrechRepubic  113%  116%  108%  108%  109%  111%  115%  117%  118%  120%  120%  119%
Denmark 107% 1% 1% 112%  107%  101%  104%  109%  100%  108%  103%  103%
Germany. 122%  122%  125%  125%  12%  126%  122% 7%  114%  110%  109%  108%
Estonia B5% 8% Te%  77%  64%  63%  68%  T7%  B1%  83%  T7% 7%
Ireland 66%  171%  162%  153%  138%  132%  138%  173%  167%  157%  164%  141%
Greece 3% 3% 3% 3% 3% 3% 3% % 44% 1% 54%  sa%
spain B2%  81% 7% 75% 7% 73%  79%  G7%  91% 9%  103%  107%
France o6% 9%  o1% 7% B7T%  B4% 1% T8%  76%  75%  T4% 4%
Croatia 4% 41%  as%  ae%  46%  4s% 4%  4g%  60%  57%  ss% 5%
ttaly 100%  100%  100%  100%  101%  104%  105% 9%  96%  98%  104%  105%
Cyprus. 2% 2% 7% 25%  20% 7% 16%  15%  15%  21%  21%  26%
Latvia ST% 5%  58% 0%  50%  51%  57%  70%  72% 6%  6T% 6%
Lithuania B5% 8% 79% 4%  74%  67% 0%  98% 9% 9%  9T%  90%
Luxembourg 86% 9%  96%  105%  107%  o7%  95%  103%  82% 7% 78%  T1%
Hungary 120%  119%  113%  111%  10%  115%  116%  124%  15%  122%  119%  117%
Matta 53%  50%  4T% 4% 4g% 4% 35% %  42%  39% 3% 7%
Nethertands. 162%  164%  168%  181%  177%  174%  180%  177%  18s%  185%  186%  186%
Austria o4%  91% 8%  89%  91% o 9%  69%  89%  B6%  as%  88%
Poland B7%  93%  B9%  92%  95%  of%  89%  100%  100%  100%  105%  107%
Portugal 6% 69%  68%  63%  64%  64%  60%  50%  63%  73%  80%  81%
Romania B4% 8%  a%  7T7% 7% S8%  60%  76%  80% 8%  79% 8%
Stovenia 0% 8% B2% 7% 0%  o4%  93%  101%  104%  105%  105%  109%
Slovakia 107%  112%  103%  103%  108%  113%  113%  116%  17%  116%  119%  117%
Finland 5% 110%  103%  95%  100%  98%  95%  88%  86%  85%  82%  80%
Sweden 100%  100%  100%  98%  100%  95%  95%  94%  Om% 7%  89%  88%
United Kingdom B3 8%  7e% 76w @w  7ow 7%  7e%  Tew  7e% 7% 6%
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Spending Growth

Government spending has outpaced private consumption in recent quarters
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Spending Constraints
Germany has a growing surplus, but still has work to do on debt levels
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