Comparative Economic Research, Volume 19, Number 3, 2016

10.1515/cer-2016-0019
DE gEEGNRUVTER ;-“\l‘“ Im*"f, Univwersytot
M ; vopz«i

*

BOGUMILA MUCHA-LESZKO *, KATARZYNA TWAROWSKA

The European Union As A Global Economic Power

Abstract

The aim of this study is to evaluate the EU ecoogosition in 1995—
2014 as well as the prospective growth potentiathia global dimension up to
2025. The subject of the research is real and pteg data including: GDP
growth rate, main growth factors (labour, labourggiuctivity and Total Factor
Productivity), and their input to GDP growth, aslives data showing public
debts and budget deficits. The analysis was coeducr the years 1995-2014
and 2015-2025. The authors' basic conclusions &jehe technological and
economic gap between the European Union and theetdristates has been
deepening; 2) the increasing polarisation of woddonomic powers and low
GDP growth in the European Union limit the EU’s doas of maintaining the
position as the second centre in the world econdhymproving the situation
in public finances in the European Union as compate the US is a factor
which could raise GDP growth rates in European doigs, however, there are
countries whose future is in doubt due to the dittcally poor state of public
finances, such as Greece, Italy, Portugal or Irelart) economic growth
forecasts indicate a deepening of the economic lgstveen the largest EU
countries and the US
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1. Introduction

OECD forecasts from the end of the 1990s concertiagchanges in the
world economy line-up materialized. The positiorisGhina, India and Brazil
improved due to their high economic growth, as Rligssia's. The weakening of
the economic role of Japan resulted in China bewgntihe country with the
highest potential in Asia. The world economic triexblved into a multipolar
system. The growing polarization of economic intésanakes global cooperation
more difficult. It raises questions about the eenitoprospects of the European
Union and its influence on global policy. In thidiele we attempt to answer this
issue using the analysis of data such as: GDRfapewth as well as the input to
GDP growth of labour, labour productivity and Tokctor Productivity (TFP).
The sources of data are: Eurostat, OECD, The Gamfer Board and European
Commission forecasts.

2. Theoretical framework

Economic growth is the result of the input of méagtors. Their impact on
GDP dynamics has changed together with technologicgress and structural
transformations, which are reflected in economieotir. The theoretical and
empirical analyses employed at the earlier stajesamomic development used the
resource approach and the traditional concept @iviyr factors, which included
natural resources as well as labour and capitaluress. During the ongoing
research other determinants of economic growth t&&en into account and greater
importance was attached to those factors affeatirigcrease in labour productivity,
such as capital inputs, technological progresshanthn capital.

The neoclassical Solow model, based on endogerotsrd, had a major
influence on the development of modern theoriescoihomic growth. Its author
pointed to the savings (investment rate) as anitapbfactor of economic growth
in the short-term (1957). The representatives afckassical economics attach
great significance to the accumulation of productactors and their productivity.
The impact of technological progress on long-terawgh is not analyzed in detalil
in this model because it is of exogenous nature@ Jdrcalled Solow residual
which occurs in the model, explaining an increaseplioduction under fixed
labour and capital inputs, is interpreted as Tdtattor Productivity (TFP).
Changes in TFP are caused by technical and orgmmahprogress as well as
many other factors, i.e. an increase in worker#lsslkthe discovery of natural
resources, investments in human capital, or imrtiggrgCraft 2008, p. 1-10). An
important supplement to the neoclassical methgar@df was the breakdown of
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investments into investments into physical capgatl human capital, which
significantly increased the utility of the theorythe analyses of economic growth.
Human capital is understood as the skills and khow-of employees acquired in
the process of education (Petralasal, 2007, p. 7). Research confirming that
a higher level of education increases a countgfsmcity for economic growth
have been conducted, among others, by: R. BarroXa@hla-I-Martin (Barro &
Sala-I-Martin 1995), E. Hanushek and D. Kimko (Hstmek & Kimko 2000).

In parallel with research into human capital, arotbubject of economic
theorists' attention is the impact of innovatiord aesearch and development
activities on increases in Total Factor Produgtivithe strong relationship
between innovation and economic growth has beernrigalfy proven in many
studies, among others conducted by the Interndtidtumetary Fund (Ulku,
2004). Progress in the interpretation of the impaEctechnological factors on
economic growth lay in the inclusion of the possibpillover of scientific and
technical knowledge at the international level, abhiis facilitated by the
liberalization of trade, capital movements and iigns of population.

The above-mentioned growth factors are used irecgmorary analyses and
long-term GDP growth projections carried aater alia, by teams of analysts in
the OECD and the Conference Board. The method@bdasis is the Cobb-
Douglas production function. The OECD applies apgugide analysis in long-
term forecasts of global economic growth, usingtandard aggregate Cobb-
Douglas production function with constant econonaiescale. According to this
concept, economic growth is a function of physicapbital, human capital, and
labour, as well as technological progress, i.estirealled multifactor productivity
(OECD 2014, p. 216217). The Conference Board's odelbgy is similar;the
contribution of production factors to GDP growth dstermined by inputs of
labour, capital and TFP (representing the impadedfinological progress on the
efficiency of all production factors). In recentays, many authors have used
a method based on the production function for fseeg the economic growth of
countries and groups of countries, including, amaotigers: W. Easterly and
R. Leviné (Easterly & Levine 2001) and J. Fouré and othEosiféet al, 2010).

J. Fouré emphasizes that there is a neetdtter understanding of TFP
and the factors that determine its growth in otdenore accuratelgnodellong-
term economic growth and to implement economiccgoin the most optimal
way (Fouréet al, 2010). The number of factors taken into accoantaiculate
the overall productivity of all production factassof crucial importance.

! Three-factor function of production: labour, cabind energy, and two forms of technological
progress.
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TFP concepts are not uniform, and the selectiothefmeasures used to
determine changes in individual factors of proaurcts of particular significance. In
practice, TFP is understood as the real producbwibining all production factors.
Changes in TFP are assumed to refleder alia, technological improvements,
structural changes in the industry, or the adogifdower cost production methods.
In connection with the narrower or wider views &Pl and the measures used for
measuring changes in stocks of individual prodadtetors, the results of research
and empirical verification of the impact of chan@ge3FP on economic growth can
vary and may not fully reflect economic realiti€s(réet al.2010).

3. Evaluation of the EU's economic position in 1992014

The factors which most influenced the economic kbgveent of the
European Union countries in 1995-2014 were: 1)Idpueent of ICT technologies;
2) structural changes in the economy, especiallygiowing role of the services
sector in GDP and employment; 3) the effects ofSmgle European Market and
the GATT Uruguay Round; 4) macroeconomic policyeadnat fulfilling the treaty
criteria of the Economic and Monetary Union; Syadiuction of the euro and the
effects of the common monetary policy in countmath high and low inflation
rates; 6) bursting of the Internet bubble on thevNerk stock exchange (2001) and
later the real estate bubble, financial, economit gublic debt crisis (2008). The
aforementioned factors point out the changing ¢mmdi for economic activity and
growth. They were favourable in the years 1994-2008inly due to the rapid
technological progress, and the centre for compamiconductor and software
production was in the United States. Investmerthe ICT sector didn't become
a European specialty (with the exception of FinjaS&veden and the United
Kingdom) and beginning in the mid-1990s the teobgichl gap between the US
and the EU began to grow, proof of which was aafese in the rate of growth of
labour productivity, TFP, and GDP. The data corifigrthe regressive tendencies
in the EU economy is presented in Table 1 and Qhart

Table 1. Growth of GDP, labour input and labour productivity in the European Union and
the United States in 1991-2000

Years GDP Labour input Labour productivity
EU us EU us EU us

1991-2000 2.1 3.6 0.3 1.9 1.8 1.7

1991-1995 1.5 3.1 -0.9 1.8 2.4 1.3

1995-2000 2.6 4.1 1.2 2.0 1.4 2.0

labour input = annual number of hours worked, lalpyoductivity = GDP per hour

Source: (Sapir et. al., 2004, p. 32).
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Chart 1. Total Factor Productivity in the EU and the US in 1985-2000, cumulative growth
over 5-year periods (in %)
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Source: (EEAG, 2002, p. 60).

The data in Table 1 shows that in the early 199@s rate of labour
productivity growth in the EU was significantly higr than in the United States.
The reversal of that tendency occurred in the sddwif of the decade. Since
the 1970s till the mid-1990s there had been a gieribecrease of labour input to
the GDP growth or maintaining the number of workitmurs on the unchanged
level in the EU, as well as a decrease in the eynmaot rate. In 2000 all
European countries had a lower number of workingr&iper employee than the
US (below 90%) (Sapiet. al, 2004, p. 29)This situation was caused by the
employment policy, focused on improving the labmarket by the creation of
new jobs and part-time employment. Furthermore, jobs caused a decrease in
labour productivity due to the lower technical guméent per employee. Chart 2
shows that in 1995-2006 (except for 2001-2002),rtbeease in employment in
the EU-28 was lower than in the US. During the ecaic downturn (2001-2002)
and the recent recession the decline in employmetite US was significantly
higher (2007-2010), reflecting the level of job teation in the EU. The higher
GDP growth rate after 2010 in the US contributedatoise in employment,
especially after 2011.
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Chart 2. Employment growth (annual average, percent)
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Source: (The Conference Board, 2015).

In analyzing labour productivity growth one showdnsider sectoral
changes. In 1995-2005 there was a significant drowthe sharef servicesin
the economies of the EU countries, and employmeaw gnainly in this sector,
which is characterized by a lower productivity thamnufacturing. Sectoral
analysis, including the influence of ICT technokmyion the aggregated rate of
labour productivity growth in the EU, euro area dmel United States, led to the
same conclusions. R. Gomez-Salvador, A. Musso, tdckeér and J. Turunen
(Gomez-Salvadoet. al., 2006) based their breakdown of industries on the
intensity of their use of ICT technologies. Thegtitiguished three sectors: ICT-
producing, ICT-using, and non-ICT to assess thedlividual impact on the
overall growth of labour productivity in the eurcea. Sector |, encompassing
the production of computers, software, telecommation equipment, electronic
valves and tubes, scientific equipment etc., hattang influence on the growth
in productivity in the US while it wasisignificant in the euro area.Sector Il
was also an important factor of labour productigtpwth in he US, especially
the usage ofiCT in retail, wholesale, and financial servicebe$e dynamically
growing services not only did not have a positimpact on productivity growth in
the euro area, but in 1996 - 2002 caused a decogédspercentage point in the
rate of the overall labour productivity comparedtite United States (Gomez-
Salvadoret. al.,2006, p. 21)However, most of the decline in euro area aggregate
labour productivity growth was explained by Sedibrwhich consisted of the
industries remaining outside the sectors of ICThitetogy production or use,
including manufacturing and other economic activiihere was a negative
correlation between the growth of employment abdua productivity in the non-
ICT sector, because an increase in employment gihed the effects of capital
deepening.
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A similar analysis was performed by the CenterEoonomic Studies in
Munich for the years 1985-2000. The authors ewvetudhe input of various
sectors (depending on the intensity in their uselG¥ technologies) in the
aggregated growth of labour productivity in the Bt the United States. B. van
Ark, R. Inklaar and R.H. McGuckin analyzed 51 inties in the EU and the US
(Ark van 2003, p. 295-318; Mucha-Leszko 2007, 8)2®&heir results allowed
for identification of the causes of higher growthlabour productivity in the
United States: 1) a significantly higher sharerapwyment in the ICT-producing
sector compared to the European countries; 2) higheur productivity growth
in ICT-using services; and 3) the lower produggivitf wholesale, retail and
financial services contributed considerably to fthecrease in totalabour
productivity in the EU. In conclusion, in 1995-2005 the United Statesdased
its economic advantage over the EU due to investmd@T technologies, which
resulted in labour productivity growth of the whadeonomy, especially the
service sector. During the same period the EU mtbdty growth rate was either
declining or remained stable at a much lower laan the US due to the
increasing technology gap. Further research byaB. Ark, M. O' Mahonay and
M. P. Timmer (Ark van 2008, p. 25—44) confirmed gneat impact of low labour
productivity in the EU services sector on the weakg of EU's economic position
compared to the US. The increase in commerciaicgsntabour productivity in
1995-2004 in the US was 3.2% (per annum), whiténEU it was only 0.9%, and
in financial and business services the dispropomias especially strong: 0.1% in
the EU and 1.2% in the United States (Ark van 2p080).

Chart 3. Labour productivity growth (GDP per person, annual average, in %)
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Source: (The Conference Board, 2015).
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The growth rate of overall labour productivity ihet years 1996-2014
(Chart 3) was higher in the US (with the exceptiéra short period in 2001), in
the period preceding the last recession (2006—280d)from 2015. Taking into
consideration the fundamental role of labour prdigitg for economic growth
and the huge regress in that area in the EU dtinegeak of ICT technologies
development, it is important to understand and Ibeanind the main causes of
that phenomenon. The rate of labour productivigngh depends on capital input
and the Total Factor Productivity. TFP can be @efias a real product per unit of
all production factors and is considered a meastitechnological progress and
structural changes in the economy. The slump iodalproductivity growth was
the result of both factors, but the impact of tleerdase in TFP on European
Union productivity was stronger after 2000, assiftated in Chart 4 (with short
periods of improvements in 2006 and 2010).

Chart 4. TFP growth (annual average, in %)
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Source: (The Conference Board, 2015).

The role of other internal and external factorduierficing the economic
growth and structural changes in the EU and itdtiposin the global economic
policy was less significant. However, it is possibbd point out those which had
a positive impact and those which had a negatiygonh One combined factor
which encouraged economic activity and contribute@conomic growth was
the progressing liberalization on the EU internahrket (Single European
Market Project) as well as the multilateral liberafion (implementation of the
results of the Uruguay Round). Another positivetdaén 1996-2000 was the
growing foreign demand, which was an outcome ofofa&ble economic
conditions in the United States, China, and thergimg markets. On the other
hand, the macroeconomic policy of most Europeamit@s was not aimed at
economic growth, but focused on fulfilling the erit for entering the European
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Economic and Monetary Union. The goal of the maryepmlicy was to lower
inflation and stabilize the exchange rate, whilecdi policy was focused on
reducing budget deficits and public debt. Introdgcdhe common currency and
single monetary policy constituted a significanabe in the functioning of the
economies and market participants. There is omedst rate for the whole euro
area, and because of that countries with the highigtion rates gained access
to a cheap money, while countries with low inflaticsuch as Germany or
France, incurred costs leading to falling GDP rafdsis both countries, aiming
to counteract regressive economic tendencies,drdlsgr public expenditures.
The policy of the European Central Bank was alsoréstrictive for Austria and
Belgium, leading to the problem of the impossipitid adjust the interest rate to
the economic conditions of each country, which wassed not only by the
differentiation of inflation rates but also by tleek of sufficient synchronisation
of economic cycles. The Monetary Tension Index (M$lused to evaluate the
adjustment of the optimal EMU interest rate to anto/'s economic situation.
A positive value of MTI means that monetary polisytoo restrictive for the
economic cycle of a given country, while a negatesult points to a loosening of
monetary policy and easy access to cheap moneghwhin cause a credit boom.
In the period of 1999-2003 the MTI was negative fonland, Spain, the
Netherlands, Ireland, Portugal and Italy (althoirgthe case of Finland and Italy
it was relatively low). Thus real interest ratesl lmo-cyclical impact, increasing
internal demand and inflation in Ireland, the Ndtls, Portugal and Spain
(Fernandez & Gonzalez 2004, p. 25; Mucha-Leszkd&2p0163-165). A credit
boom is dangerous because it leads to a growtarradd, prices, wages, and the
unit cost of products, and in consequence to aedserin competitiveness and
rise in the current account deficit. Joining thenetary union brings the risk of
rising prices and costs in less advanced euroear@aomies, which is expressed
in the appreciation of the effective exchange rakés occurred mostly in Spain
and Portugal. Giving up its own currency and adapthe euro didn't improve
the trade position of Portugal. On the contrargréhwas even a further decrease
in the comparative advantage, caused by the faligWactors (Mucha-Leszko &
Kakol 2011, p. 615): 1) diminishing rate of labouoguctivity; 2) disadvantageous
relations between costs and prices; 3) export alEation based on labour-
intensive production; 4) high concentration of axpon the EU market (over 70%),
where the growth in turnover is much lower thanwuweld economy average; 5)
increase in competition on the world market, egtgdn labour-intensive products,
and 6) a drop of international corporations’ sharBortuguese exports (from 39%
in 2000 to 11% in 2008) as a result of the dimiimighattractiveness of Portugal
for foreign investors. This diversity of trade caatifiveness in the euro area
deepened until the financial and economic cris08B8-2009, and the slump in the
demand and imports contributed to lower trade tiefia the least competitive
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countries (Spain, Portugal, Italy, Greece). Howestgzh an improvement in trade
balance is misleading as the crucial conditions ddasting improvement are
innovativeness and an increase in labour prodtictiVhe largest economic gains in
the euro area were realised by those countries thigh highest competitive
advantage: Germany, Finland, Austria, and Belgium.

Since 2000 the factors of fundamental significaaffecting economic
processes and the global position of the Europadonthave been the common
currency and effective functioning of the euro argeluding implementing
a policy of preventing macroeconomic imbalancesvall as counterbalancing
external conditions, such as the economic situatidhe United States and China,
state of financial markets and prices of fuels.e&rdase in the economic growth
rate of the EU took place in 2001 and persisted B804. This was the result of
the collapse of the technology boom in the UnitedeS (fall in ICT stock prices,
Standard & Poors 500 and Nasdag indexes). Theigtradtack in New York on
September 11th 2001 also had a negative impachet§ capital market and
economy, but it didn't cause the recession, whachldieen under way since March
2001, as shown by the declining employment. Thevdbovn in GDP growth in
the EU was prolonged — GDP growth didn't surpassug®b 2004, and grew to
over 3% in 2006—2007 (see Chart 5). The econongiovery was weakened by
rising oil prices, stagnation of merchandise exp@ritra and extra EU) (WTO
2011, p. 12-17), and the low growth rate of indidconsumption (European
Commission, 2004, p. 32-33)he small increase in employment and wages, the
rise in unemployment ratesm and the growing savprgpensity caused by the
reform of social security systems (European Conions004, p. 32—-33) were
barriers to growth of consumption, while investmeaats mainly hindered by high
oil prices and increasing production costs. Theadese in the GDP growth rate in
the European Union preceding the recession stémbed the second quarter of
2008 and in the fourth quarter the rate of GDP ¢nomas already negative, and
dropped to — 4.3% in 2009 (European Commission3,201112. In 2010-2011, in
many EU countries there has been a restoratiorcafomic prosperity and the
average GDP growth rate has remained at aroundC2¥%antries that have achieved
high GDP growth rates include: Sweden (6.6%, 2.98t)vakia (4.4%, 3.0%),
Germany (4.0%, 3.3%), Poland (3.9%, 4.5%) and kst@x%6%, 8.6%) (European
Commission, 2014, p. 134). However, the recovemyett out to be unstable and in
2012 the GDP rate of the EU-28 has again fell badem (by 0.5%), with a large
divergence of economic situations in the membentri@s.
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Chart 5. Real GDP growth (annual average, in %)
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Source: (The Conference Board, 2015).

In assessing the growth prospects of the Europe@anUn the global
dimension we cannot overlook an important factoitSncontemporary stage of
development, which is the situation in public finas. Stimulation of demand in
order to reduce the effects of 2008—2009 finarema economic crisis has been
agreed upon at the international level.

The necessity for an expansionary fiscal policy lbeesn recognized by the
group of G-20 countries, to avoid threats sucloss of jobs by millions of people
and deepening economic recession. The debt crasis become not just the
European Union’s problem, but also that of the migjaf OECD countries,
especially the United States and Japan. In the awa public debt in 2009 has
doubled compared to 1979.

The increase in debt and debt servicing costs hasgative impact on
GDP growth, which is why fiscal consolidation is amsential condition for
regaining full capacity for the economic growthciountries with high debt, and
as its consequence the lower effectiveness ofl fisuey.

Table 2 shows the public debt in the EU and salatiember states, the euro
area, the US and Japan in the years 2009 to 2@l#heforecast for 2015 and 2016.

The average debt level (as a % of GDP) in the Elimaeased from 73%
in 2009 to 88.6% in 2014, but in subsequent ydarglebt is expected to decline.
Among the EU member states, the most indebted goisGreece (177.1% of
GDP in 2014, the debt having increased by 50.3gp¢age points in the period
2009-2014) and its debt is expected to grow. Thbdlpm of high debt (above
100% of GDP in 2014) also concerns ltaly, Portugaland and Belgium. The
Central and Eastern European countries fare relatlvetter compared with this
group, especially Poland and Slovakia, while Hupgarthe only country among
those presented in Table 2 where the level of debteased (by 1.3 percentage
points) in the period 2009-2014.
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Table 2. General government consolidated gross de{® of GDP)

Change
from 2009
Country 2009 | 2010| 2011| 2012 2018 2014 2015 2016 to 2014
(percentage
points)

EU 73.0 785| 81.4| 85.1 87.3 88.6 88|10 86|9 155
Euro area 78.4 83.9 86.4 9111 932 94.2 94.0 925 591
Belgium 99.2 99.5| 102.0 103.8 104/4 106.5 10p.5 .406 7.3
Germany 72.6| 80.5 779 79.8 771 747 715 68.2 2.1
Ireland 62.3| 87.4| 1112 121)7 1232 109.7 107.1 .803 474
Greece 126.8§ 146. 1713 1569 1750 177.1 180.2351f 50.3
Spain 52.7 60.1 69.2 844 9210 97(7 1004 1014 0 45.
France 79.0| 817 85.2 89.6 923 950 964 97.0 16.¢
Italy 112.5| 115.3| 1164 123.1 1285 132.1 133.1 .430 19.6
Hungary 78.2 80.9 81.0 78.4 77.8 76(9 75.0 73.5 3 -1
Netherlands 56.5| 59.0 61.8 66.5 68|6 68.8 69.9 68.9 12.3
Poland 498| 53.6/ 54.8 544 557 501 50.9 50.8 0.3
Portugal 83.6| 96.2| 111.1 125/8 129.7 130.2 124.4 3.012 46.6
Slovakia 36.0| 409 434 52.1 54.6 536 53.4 53.5 617
Sweden 40.3| 36.8 36.2 36.6 38]7 439 442 434 3.6
UK 65.8 76.4 | 818| 858 873 89.4 899 9041 23.6
USA 86.0 94.8 99.1| 102.9 104J7 1048 1049 104.7 718
Japan 210.2 216. 229/8 236.7 2482 247.0 250.8 9251 36.8

Source: (AMECO, 2015).

For years, the high level of debt has been a sepoeblem in Japan, where
debt levels rose from 210% of GDP in 2009 to aln25€i% in 2014. In the US,
the debt has also been growing and in 2012 excek¥®d of GDP.

It can be seen that public debt in the EU is lownpared to its major
competitors (the US and Japan), but the problethérEU is not the high level
of debt but the considerable differences acrossbeerstates. The EU average
debt is raised by countries such as Greece, IRdytugal, Ireland, Cyprus,
Belgium, Spain, France and the United Kingdom (abtwe EU average in
2014). However, the condition of public financeghe largest EU economies is
better than in the US.
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Table 3. General government net lending or net bornwing (budget balance, % of GDP)

Country 2009 2010 2011 2012 2013 2014 2015 2016
EU NA NA -4.5 -4.2 -3.2 -2.9 -2.5 -2.0
Euro area -6.2 -6.1 -4.1 -3.6 -2.9 -2.4 -2.0 -1{7
Belgium -5.5 -4.0 -4.1 -4.1 -2.9 -3.2 -2.6 -2.4
Germany -3.0 -4.1 -0.9 0.1 0.1 0.7 0.6 0.5
Ireland -13.9 -32.5 -12.7 -8.1 -5.8 -4.1 -2.8 -29
Greece -15.3 -11.1 -10.2 -8.7 -12.8 -3.5 211 -2/2
Spain -11.0 -9.4 -9.4 -10.3 -6.8 -5.8 -4.5 -3.6
France -7.2 -6.8 -5.1 -4.8 -4.1 -4.Q -3.§ -3.6
Italy -5.3 -4.2 -3.5 -3.0 -2.9 -3.0 -2.6 -2.0
Hungary -4.6 -4.5 -5.5 -2.3 -2.5 -2.6) -2.5 -2.2
Netherlands -5.5 -5.0 -4.3 -4.0 -2.3 -2.3 -1.7 -1.2
Poland -7.3 -7.6 -4.9 -3.7 -4.0 -3.2 -2.9 -2.6
Portugal -9.8 -11.2 -7.4 -5.6 -4.8 -4.5 -3.1 -2.8
Slovakia -7.9 -7.5 -4.1 -4.2 -2.6 -2.9 -2.7 -2.b
Sweden -0.7 0.0 -0.1 -0.9 -1.4 -1.9 -1.5 -1)0
UK -10.8 -9.7 -7.6 -8.3 5.7 -5.7 -4.5 -3.1
USA -12.7 -12.0 -10.6 -8.9 -5.6 -4.9 -4.2 -3.8
Japan -8.8 -8.3 -8.8 -8.7 -8.5) -7.8 -7.1 -6/5

Source: (AMECO, 2015).

A factor which buffers the problem of high publield is a significant
improvement in the budget balance (Table 3). The @&#drage has met the
Maastricht criterion — the budget deficit has falteelow 3% of GDP (in the US
it was 4.9% of GDP and in Japan - 7.8%) and the@éudas close to balance in
the following EU member states: Denmark (surplug.@fo of GDP), Germany
(0.7%), Estonia (0.6%), Luxembourg (0.6%), Lithwexdeficit -0.7%), Latvia
(-1.4%), Romania (-1.5%), Sweden (-1.9%).

4. Selected economic growth forecasts for the pedaup to 2025

The OECD, the European Commission and the Natiatelligence Council
(US) forecast that economic growth during the @&years and by 2060 will occur
under the following conditions (Mucha-Leszko 20/43435—-436): 1) ab increasing
demand for energy; 2) intensive urbanization irmsu@f high GDP growth, mainly
in Asia and Africa; 3) the growing importance o tmiddle class and its impact on
the global demand; 4) the aging of the populatibEwopean countries; 5) higher
economic growth in non-OECD countries, but the eanfgrowth rates between
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this group and the OECD countries will decreaselafje differences between
countries will persist in terms of income and staddf living; 7) the multipolarity
of economic forces will deepen due to the riseigmiicance of China, India,
Indonesia, South Korea, Brazil, Mexico, South Adribligeria, and Turkey; 8) the
United States and Europe will remain importanhangystem of the major centres of
the world economy due to their high share in tiobg| GDP and international trade,
and because of the power of their corporationsiawvestments; and 9), there are
concerns whether the multilateralism and multiptylaosf the world economy wiill
be adequately balanced by the development of gighairnance. The fundamental
guestion from the point of view of Europe’s positipertains to the future of the
European Union and the economic efficiency of gneup of countries, as well as
the degree of centralization of economic policy dedsion-making. Progress in the
federalization of the EU is an important conditifor the strengthening of its
position as a global economic centre. In view efdhticipated growing demand for
energy, the common energy policy of the Europeaioruis particularly important.
However, the crucial issue is the removal of aitibes to free competition within
the EU internal market, as they reduce the benefitsnarket integration, in
particular the efficiency of the common market ds\er to reinforce competitive
advantage in a global dimension.

Forecasts of long-term economic growth are develapethe basis of the
assessment of growth opportunities arising fromrésaurces, the quality of the
labour force, the abilities to raising capital, ahd technological base. Long-term
growth paths are affected by supply and demandkshdgepending on their
strength, the deviation of the real economic grawath from the potential one may
be large. Such a situation occurred as a resuhieofieep recession in the period
2008-2009, which makes the projection of a longrtgrowth trend more difficult.

In Table 4 we present medium-term forecasts of Gp&wth and the
contribution of the following factors of growth: guotity of labour;quality of
labour (depending on the level of qualifications); and ithput of capital services
and TFP for selected developed countries and tipédlya growing large
developing economies. Within the group of five deped countries, the United
States (1.1%) and Germany (0.8%) had the highesage annual GDP growth
rate in 2008—-2014. The economic gap (with respethe leaders as well as the
deviation of real from potential growth) widenedlie Urited Kingdom, France
and Japan. In the second group of dynamically developing ¢oes (emerging
economies), the highest positive deviation fromgimvth trend incurred in China
and India. The economic gap in relation to the hbges countries shrank in
Argentina, Brazil, and the Russian Federation. @Rfvth forecasts for the years
20142-2019 are best for Germany arel tI& from the first group, andin the
second group China and India will remain leadergrofvth, but their average



The European Union As A Global... 41

GDP growth rate will fall to 5.5%. Brazil is expedtto remain on a growth path,
maintaining an annual average GDP growth rate I#3while in Argentina the
growth rate will slightly decrease and a small @&e in economic growth is
expected in Russia. In the next period — from 2@R@5 — the United States and
the UK are expected to maintain the highest avesageial growth rate (1.9%);
the growth rate will remain low in France and Geamgngl.3%); while it will fall
from 1.4% to 1.1% in Japan. The downward trend DP@rowth will deepen in
the second group of countries (except India), f&B% in China to about 3%
Brazil, 2.0% in Argentina and 1.0% in the Russiaddfation. The demographic
factor will have the greatest impact on reducing ithte of economic growth in
Germany, Japan, Russia and China.

Table 4. Projection of the GDP growth trend and itscomponents (%)

2 <
od Average annual growth
3 § 2015-2019 (projected trend Average annual growth 2020-2025
23 growth adjusted for output (projected trend growth)
C o gaps)
ountry S«
g
2 e 8O 2 > |89
o = = o o = h= =
5185 |83 |32 |E|5 85 |82 |3¢ | &
©l-23 |/& |68 ©l93 |/& |68
USA 11 | 24| 05 0.2 16| 02 19 0.4 0.1 14 D.1
France 02| 1.8 0.3 0.2 1.1 o0 13 0|2 0.3
Germany 0.8 1,6 -0.2 0.1 1.1 0 1.3 -0({6 0|1 1.0.7 |0
UK 02 | 2.2 0.4 0.2 14| 03 1P9 0.1 0.1 1.2 D.4
Japan 02| 14 -03 0.2 08 08 11 -03 0{1 g.6 0.7
China 87| 55 0.0 0.1 42 12 39 -0ft 0.0 3|3 0.7
India 6.6 | 55 0.7 0.1 36] 1 5/0 0.4 0.1 344 0.8
Argentina 1.8 1.4 0.3 0.1 1.2| -0]2 20 0.4 01 1(50.0
Brazil 27 | 31 0.6 0.2 14| 09 31 0.4 0.2 1p 1.2
Russian 3
Federation 15 | 1.7 -0.7 0.3 11| 10 1p -0. 0.2 0.7 D.8

Source: Erumban & Vries, 2014, p. 19-20.

5. Conclusions

The conducted analysis shows that the developnid@Toand the intense
globalization of economic processes have contribtdea greater diversity of GDP
growth rates and changes in the ranking of the mpajovers in the global economy.
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China has become the new economic centre, ancctm@mic importance of India

and other Asian countries has been growing. Orotiher hand, the technological
and economic gap between the European Union arldrtited States has widened.
The increasing polarization of world economic paiend low GDP growth in the

European Union weakens its chances of maintaitsngpsition of the second centre
of the world economy. Economic growth forecast2@@5 indicate a widening of

the economic gap between the largest EU countneshee US. This also applies to
the economic leader of the EU — Germany — whichimdgur population losses.

On the other hand, the lower public debt and debtiang costs in the
EU, compared to the US and Japan, should stimb&tter growth prospects and
strengthen EU’s position as the global economiceyow
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Streszczenie

UNIA EUROPEJSKA JAKO GLOBALNA SItA GOSPODARCZA

Celem artykutu jest ocena pozycji gospodarczej Buoiiopejskiej w latach 1995—
2014 oraz perspektyw wzrostu do 2025 roku w wymiglabalnym. Przedmiotem analizy
sq realne i prognozowane dane zawiei@®: stop wzrostu PKB, gtéwne czynniki wzrostu
(naktady pracy, wydajni@ pracy i TFP) oraz ich wklad do wzrostu PKB, azialdane
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prezentyce stan finanséw publicznych (deficyt fetdwy i diug publiczny). Analiza
zostata przeprowadzona dla okreséw 1995-2014 ofd5-2025. Gtéwne wnioskiy s
nasgpujgce: 1) luka technologiczna i gospodarczaegmy Uni Europejsly i Stanami
Zjednoczonymi poghia sk, 2) rosmca polaryzacjaswiatowych patg gospodarczych
i niski wzrost PKB w Unii Europejskiej ogranicza $gganse utrzymania pozycji drugiego
centrum gospodarkiwiatowej, 3) lepsza sytuacja w dziedzinie finangiwblicznych
w Unii Europejskiej ogétem w poréwnaniu do USA jegiynnikiem poprawiagym
perspektywy wzrostu krajow europejskich, jednakkmje, ktérych przyszié stoi pod
znakiem zapytania ze wggl na drastycznie gt sytuacg w dziedzinie finanséw
publicznych, takie jak: Grecja, Wiochy, Portugaliay Irlandia, 4) prognozy wzrostu
gospodarczego wskazuge luki gospodarcze poedizy najwgkszymi krajami UE i USA
nadal kedg sie pogkbialy.

Stowa kluczoweUnia Europejska, wzrost gospodarczy, produktyiénaozycja globalna



