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The road ahead for the Cyprus economy



So far, so good. But…
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Investment down across the board
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We need investment
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 Investment creates job and expands the economy’s productive 
capacity

 It improves productivity and creates the foundation for future 
growth

 Capacity of domestic firms to invest is limited because they are 
over-leveraged

 Need foreign direct investment and international talent

 Foreign investors will bring ideas, technology, know-how 



Invest in knowledge, not structures
 Requires high quality services (private and public) that make 

Cyprus an attractive place to work and live
 Connectivity, telecoms, public spaces, skilled work force

 Historically, around 68% of investment goes to dwellings, 
buildings, other structures (EU28 average: 58%)

 Too many buildings; not enough machines, equipment, 
intellectual capital, R&D
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WEF Competitiveness Index
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Public sector challenges
 Resist wage pressures – invest instead

 Note 6.5% decline in price level since 2012 peak
 Public-private wage gap still large, likely increased post-crisis
 But: must pay up to attract top talent in civil service, public universities and 

institutions
 Build robust, independent economic institutions

 Supervisory and regulatory authorities
 Rule of law – fix court system

 Improve governance of state-owned enterprises
 Create procedures for appointing state officials on merit, not political 

affiliation
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Private sector challenges 
 Stop complaining about public sector failures – look in the mirror

 Governance, professional management

 Corruption (bribes)

 Shift away from real estate, focus on productive investments, R&D

 Business services sector must move past tax regime, compete on 
service quality and value for money 

 Must become a model of transparency and accountability in 
financial services
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The world is changing 
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 The old model served us well for a while. We must now 
adapt to the new realities

 We must diversify our economy, invest in education, 
knowledge and technology

 In the information age, even small countries can do big things 
(Israel, Finland, Estonia)

 Why not Cyprus?


