Growth and Competitiveness of EU8+2

Szabolcs Erdds

Brussels

6/B Dayka Gabor Street, Budapest, H-1118 Hungary Tel: (+36) 1 248 1160, 1 248 1161

Fax: (+36) 1 319 0628 Website: www.icegec.org E-mail: office@icegec.hu



Trends

* Low income economies tend to grow faster

— Since the national economies work with little capital, the
marginal product of capital and the rate of growth is large

— FDI can increase overall productivity of the host economy

» But: Closing the income gap will not come
automatically
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Main driving forces

Export —
Gross fixed capital formation
 FDI =&

And what about R&D?
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Business enterprise R&D expenditure

(percentage of GDP)

45

3.5 1

2.5

,
©
-

-—

0
(=)

T
o

BIUSAO|S
eluewoy
eIne]
BinqwaxnT
eluenyin
eissny
euebing
Auewson
puejod
EDeAo|S
uleds
Kiebuny
eluoysg
el)sny
KRemioN
spueliayiaN
aouel
puejui
olignday yoazo
uedep
puejal]
999919
pueje9|
|ebnyiod
snudAQ
wniBjeg
sJewusaqg
sojejs pajun
uspams

EOU@C_X payun

Source: Eurostat




R&D

,oince the EU8 are not yet at the technological
frontier, in the short term lower R&D spending does
not necessarily hamper their chances of catching
up, (ECB, 2007)
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Global Competitiveness Index, 2006
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Future - tasks

Credible economic framework
- Monetary and fiscal policy
- Bussiness environment

Develop human infrastructure
- Education
- Structural labour market problems

Horizantal: Effective use of Structural Funds
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FDI flow (USD in current prices in million)
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Average growth rate (2000-2006)
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