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Abstract

More and more in the field of research are papers on the relationship between competitiveness, job
creation and sustainability. This is also in line with the Global Economic Forum's Global
Competitiveness Report 2017-2018, a report that appears at a time when the global economy is
facing big challenges and "has begun to show signs of recovery and yet the factors decision
makers and business leaders are concerned about prospects for future economic growth.
Governments, businesses and individuals face a high level of uncertainty as technological and
geopolitical forces reshape the economic and political order that has sustained international
relations and economic policy over the past 25 years. At the same time, the perception that current
economic approaches do not serve people and societies sufficiently well gains ground, triggering
appeals for new models of human economic progress. “Moreover, in sectors such as the agro-food
industry, the phenomenon of increased competitiveness is growing, economies such as the
national economy being subject to competitiveness mechanisms with a direct impact on the
external balance of payments. In many advanced economies, the big challenges are due to the
increasing inequalities between resource-poor and the impacts of technological change and
climate change on the economy, "the complex impact of globalization - including those related to
commodity trade, services and data, and the movement of people and capital. In emerging
economies, the sharp decline in poverty and an increase in the middle class have fuelled higher
aspirations and demands for better public goods; these requirements are now facing a slower
growth and a tightening of government budgets. "
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Introduction

Globalization is a phenomenon that is intensifying globally, especially in the economic,
technological and social fields (business development and job creation), being affected by many
factors directly affecting both the phenomenon and each national economy in its specificity.
Globalization as a topic is debated at the scientific level at both academic and higher decision
levels. The process of globalization is directly related to current global concepts such as migration,
interstate trade development, new financial technologies, and so on.

The phenomenon of globalization is also influenced by the numerous crises that have occurred in
the past 10 years, and the one that had the biggest impact on world economies was the global
financial crisis. At present, the world economy as a result of GDP growth accelerating to 3.5% in
2017 and nationwide to more than 5.7% shows signs of recovery, but with elements that can ever
influence this growth. As a result of this positive development, we are witnessing ever more
guestionable economic policy decisions at the global level, namely deepening policies between
those who have resources (rich) and those in need (poor), and the uneven distribution of the
benefits of economic progress, even if there is economic growth, of the generations' present
divisions with an impact on future generations, the inequality of global income with a direct impact
on major distribution in advanced economies and the negative impact on the environment. In order
for this economic growth to have a positive impact on all social classes, our great challenge to
economics researchers is to develop economic models that respond to this state of affairs and
reduce major technological dysfunctions in the economic and political order overall. Globalization
adds a greater uncertainty about the types of policies that will make savings not show the future.
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Together, all these factors cause decision-makers to find new approaches and policies for
advancing economic progress.

Methodology of Scientific Research

In order to substantiate the research of comatose in the context of globalization, we have used
observation and examination tools, research methods based on the basic principles of scientific
research, and we have also created procedures based on factual analysis, following a significant
practical experience and intensive documentation at the level of domestic and international
literature with direct analysis of the global competitiveness index and other indicators with a direct
impact on competitiveness at national, European and international level.

Research Results

The growing consensus is that economic growth must again focus more on human well-being.
Such human economic progress is multidimensional in nature - it is broadly based on the fact that
the vast majority of people benefit ecologically and fairly in terms of creating opportunities for all
and not disadvantaging future generations. In this new context, competitiveness remains an
important contribution to the broader goal of human economic progress by creating the resources
needed to increase welfare, including better education, health and safety and a higher per capita
income .

The Global Competitiveness Report (GCI), which tracks the performance of nearly 140 countries
on 12 pillars of competitiveness, is presented in the Global Competitiveness Report 2017-2018. It
assesses the factors and institutions identified by empirical and theoretical research to determine
productivity improvements, which in turn are the main determinants of long-term growth and an
essential factor in economic growth and prosperity. In this paper, we have selected relevant
information from the Global Competitiveness Report, which aims to help policy makers understand
the complex and multifaceted nature of the development challenge; to develop better policies
based on public-private collaboration; and take steps to restore confidence in the possibilities for
further economic progress.

Improving the competitiveness drivers identified in the 12 pillars of the GCI requires the
coordinated action of the state, the business community and civil society. All actors in the society
must be engaged to make progress alongside all the competitiveness factors, which is necessary
to achieve long-term results. This year, GCI highlights three main challenges and lessons that are
relevant to economic progress, public-private collaboration and political action: firstly, financial
vulnerabilities pose a threat to competitiveness and the ability of economies to finance innovation
and technological adoption; secondly, emerging economies are becoming better at innovation, but
more can be done to spread the benefits; thirdly, labour market flexibility and workers' protection
are necessary for common competitiveness and prosperity in the context of the fourth industrial
revolution.

The report begins by establishing the current landscape of economic progress and key future
challenges. Global Competitiveness Index 2017-2018, ranking 137 economies, Global
Competitiveness Index 2017-2018 measures national competitiveness - defined as a set of
institutions, policies and factors that determine productivity levels.
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The Global Competitiveness Index has measured the factors that drive long-term growth and
prosperity for more than four decades, helping policy-makers identify the challenges that need to
be addressed and the strengths to build on their country's economic growth strategies. While the
notion of competitiveness and the economic environment in which economic and investment policy
decisions have evolved continuously, the last decade has seen an increase in significant changes
that fundamentally transform the context in which policy decisions are made to stimulate growth
economic.

After a long period of low growth as a result of the global financial crisis, the world economy seems
to have brought pace.l this is welcome news. However, despite this gradual improvement,
decision-makers in many countries are concerned about the prospects for long-term economic
development. This is partly due to the fact that the current expansion seems to be cyclical,
supported by very low interest rates, rather than by the fundamental factors of structural growth.
Productivity improvements seem to be slow and are not expected to return to the levels
experienced over the past decades.

In a similar challenge, dominant growth strategies and economic growth patterns are increasingly
under question. In advanced economies, distribution issues have shifted to the forefront,
occasionally with political consequences. In emerging markets, such a query could be fuelled by
the unfulfilled aspirations of an extended middle class.

The evolution of the world economy has been largely motivated and justified by the enormous
contribution to economic growth in the last decades. To the extent that large-scale social inclusion
has been taken into account in this process, it was primarily limited to an ex-post redistribution of
any economic gains. With the global evolutionary political context and the emergence of the fourth
industrial revolution, this approach will have to change - not only to make globalization work for
more people than it has benefited so far, but also to ensure globalization has a large constituency
to allow it to continue to lead economic growth in the first place. We need to change the debate
and interventions in the field of economic policy in order to unlock productivity and to offer
widespread prosperity by simultaneously solving economic growth and social inclusion before
doing so, not afterwards. This has to happen even if it results in a substantially modified form of
globalization with a potentially damp growth but with more buy-in and inclusion. To succeed, we
also need to establish modern venues and deliberations about the impact of future policy efforts
that include a larger set of stakeholders than is currently playing a role in driving change.

Four interdependent themes have been identified within the World Economic Forum on Economic
Progress:

1.Transforming globalization into globalization, including proposals for improving qualifications,
retraining and eliminating jobs; taxing, social protection and addressing inequalities; financial
markets that work for everyone; competition and avoidance of capture; and encouraging a new
era of international cooperation.

2.Destruction of productivity and economic potential in the context of the Fourth Industrial
Revolution, which fundamentally changes constructions and limits productivity growth and raises
guestions about the future potential for improving welfare and how to capture and share the best
rewards for new efficiencies, especially in light of the evolving nature of jobs and jobs.

3.Promote and achieve multidimensional inclusion, in particular through the development of a
multidimensional instrument, which is informed through aggregated indicators of inclusive growth
and welfare and can be used to assess the extent to which countries and communities are
inclusive at the household.

4.Develop communications, connectivity, and organizations to incorporate new developments into
social media, counteract echo chambers that reinforce and increase polarization of ideas, thus
expanding the set of channels and messages that resonate with people whose lives are affected,
relying on commitments and ensuring the buy-in for choosing a solid policy.

According to Ms Diana Farrell, Co-Chairman of the World Economic Forum World Council "An
additional explanation behind the slowdown in productivity is that traditional GDP measurement is
not a big part of the value created in recent years. Recently, the share of goods and services
offered to consumers without direct costs increases. For example, web-based search engines or
online information or value created through social media channels are not valued at the value they
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create for the consumer, but in the amount of advertising they generate for the companies that
manage these services. Moreover, as technological progress is accelerating, we fail to take proper
account of integrated product quality improvements - such as smartphones. Ultimately, services are
inherently more difficult to measure than goods physical, and the share of services in the economy
has been rising. Given that total factor productivity is calculated on the basis of GDP data, resulting
measurement errors could lead to an underestimation of productivity growth. With these multiple
sources of measurement uncertainty, the error of productivity measures could be substantial. "

Reinvigorating growth in a sustainable way will require reforms to strengthen human and physical
capital and exploit new technologies. A possible contribution to recent declines in aggregate
productivity was a reallocation of resources to less productive sectors; to reverse this trend,
decision-makers need to eliminate the rigidities of regulation that hinder structural adjustments.
Recent evidence also shows a dispersion of high productivity across enterprises across industries,
including border technologies and older technologies; policies and institutions that help businesses
in transition to more productive areas will also generate growth.

Figure 1 — Total factors productivity 2000 — 2016 PPP, GDP weighted
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The rhythm and the disruption of technological change create unprecedented opportunities and
challenges to be amplified by the convergence of digital, physical and biological technologies that
characterize the industrial revolution.

These emerging technologies have a tremendous potential to be a source of growth, but their
future evolution is uncertain. An essential challenge is how to unlock their potential in a way that
benefits society as a whole, given that they can profoundly restructure the national and global
distributions of incomes and opportunities and can lead to significant structural changes. The
effects of future technologies are unknown, but political challenges related to current technologies
illustrate the magnitude of change. Job losses are expected because technology transforms
production and services over the coming years, raising questions about how quickly new jobs will
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be created and the future of economic development models based on the export of labour-
intensive products. At the same time, technological advances create significant value for
consumers, more than is currently reflected in national statistics.

The technological frontier expands rapidly, with recent advances in artificial intelligence of self-
learning, powered by the increase in the amount of data generated by mobile phones and sensors
on machines and equipment. Small and remote players can disrupt the status quo, increasingly
interconnectedness.

Efficient markets and macroeconomic stability is the key of the economic growth. But how well the
growth of society as a whole depends on the framework of rules, incentives and institutional
capacities that shape the quality and equity of human capital formation: the level and patience of
the real economy, the pace and scale of innovation, the efficiency and flexibility of worker
protection, the coverage and suitability of the social security, quality and quality the breadth of
access to infrastructure and basic services, probable business and political ethics, and the breadth
and depth of households' household management.

The Competitiveness Agenda at the heart of the Global Competitiveness Index (GCI) is an
important starting point and not only because productivity and long-term growth generate
resources for wider society goals. The Agenda for Competitiveness, as part of the wider economic
development agenda, has an intrinsic and instrumental value for human development and well-
being: for example, health and education are among the 12 pillars of the ICC.

In Economic and Budgetary Outlook for the European Union 2018 published on January 15, 2018
was publishing the indicators which have direct influence to the competitiveness economies in
Europe. In 2017, the EU and euro-area economies continued their moderate growth (slightly over
2 %) in a context of global improvement (3.5 %) underpinned by a strong rebound in world trade,
continuing growth in China and a return to growth in countries such as Brazil and Russia. This
growth, which should continue in the next two years, was shared by all euro-area Member States
for the first time since the crisis, and was accompanied by the creation of jobs — unemployment is
at a post-crisis low — and strong investment, which reached pre-crisis levels.

With regard to public finances, the general government deficit for both the EU and the euro area
has declined and is projected to decline further in the following years, to below 1 %. The general
government debt-to-GDP ratio is projected to follow a similar path, decreasing to 85.2 % and 79.8
%, for the euro-area and the EU-28 respectively, a trend that, while positive, means levels are still
a long way from the expected 60 %.

After significant fluctuations in 2016, inflation rose closer to the target, of around 2 %, by the fourth
guarter of 2017, helped by the recovery in oil prices, but is not expected to reach the target until
2019, due to a negative base effect in energy prices and the increase of the euro's nominal
effective exchange rate. In this context, the European Central Bank continued with its
unconventional monetary policy in 2017 and decided to keep it for 2018, albeit moderating its
purchases as of January 2018, due to the improving economic outlook and the need to reduce the
risk of financial imbalances.

The aforementioned positive trends concerning the euro-area economy, as well as the results of
the various elections held in 2017 in the EU, have likely outweighed the negative developments
such as the deteriorating geopolitical context, the uncertainty concerning the Brexit negotiations
and the policy-mix outlook in the US. This has helped to strengthen the common currency against
its major counterparts since spring 2017. As a result, the euro has appreciated against most of its
major trading partners' currencies. While these trends are projected to continue over the next two
years, their strength is expected to subside, on account of the phasing out of temporary supportive
fiscal measures in Member States and the tapering of accommodative monetary measures.

The 2018 EU Budget amounts to €160.1 billion, representing only some 2 % of total public
spending in the European Union — approximately 1 % of gross national income (GNI). Despite its
volume, the overall impact of the EU Budget is amplified by a number features, including: a higher
share of resources devoted to investment than in national budgets; the capacity to leverage
additional funding from other sources; and attention to policy areas where the pooling of resources
can provide the EU as a whole with added value (e.g. research, innovation and development
cooperation).
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Agreed by the European Parliament and the Council of the European Union, the 2018 budget
focuses on priorities such as promoting sustainable growth, creating employment, especially for
young people, and addressing migration and security challenges. In recent years, these persistent
policy challenges have almost exhausted the flexibility provisions available under the EU's 2014-
2020 multiannual financial framework (MFF). However, the 2017 adoption of the mid-term revision
of the MFF has strengthened a number of flexibility tools, proving instrumental in reinforcing the
resources devoted to key policy areas in 2018.

With the 2014-2020 MFF in the second half of its programming period, the debate on its successor
and further streamlining of the EU Budget has already gained momentum, with a reflection paper
on the future of EU finances published by the European Commission. Taking into account
difficulties that the current MFF has experienced, one objective is to increase capacity to respond
to the concerns of EU citizens and to the unprecedented challenges the Union is facing. In May
2018, following a broad consultation of stakeholders, the Commission is expected to present its
proposals for the post-2020 MFF and a possible reform of the EU's financing system.

Many instruments in the EU Budget directly or indirectly address the objectives of industrial policy,
against the backdrop of a quickly evolving sector. The importance of the sector to the EU, in both
economic and political terms, as well as the changing nature and scope of industry and industrial
policy, made it the subject of this year's economic focus. This examines industry in the EU from
four perspectives (production, gross value added, employment and the regional perspective), its
evolution over the past decade and the impact of the crisis, and presents the EU-level initiatives
designed to rekindle industrial activity.

As for the expenditure side of the budget, the 2014-2020 MFF sets the maximum level of
resources (‘ceiling’) for each major category (‘heading’) of EU spending for a period of seven
years. Negotiated between 2011 and 2013 against the backdrop of the economic crisis and fiscal
consolidation in Member States, the current MFF is the first to have lower resources in comparison
with the previous programming period (2007-2013). The share of EU GNI devoted to the MFF was
set at 1 % for commitments and 0.95 % for payments (down from 1.12 % and 1.06 % for the 2007
to 2013 period).

The MFF resources for commitments over the entire 2014 to 2020 periods have amount to €1
087.1 billion in current prices (or €963.5 billion in 2011 prices). The MFF details the annual ceilings
for new commitments in each spending category and an overall ceiling for annual payments. In
addition, it contains some special instruments outside the MFF ceilings (e.g. the Emergency Aid
Reserve, the European Globalisation Adjustment Fund and the European Union Solidarity Fund)
and flexibility provisions, to give some room for manoeuvre in the case of unexpected events. The
challenge is to strike the right balance between predictability of investments and the capacity to
address the unforeseen events and new priorities that can emerge during a rather long
programming period.

As in previous years, the mobilisation of the flexibility tools of the MFF proved necessary to finance
budgetary priorities and reinforcements, already at the initial stage of adoption. The conciliation
agreement for the 2018 budget included the mobilisation of two such instruments: the Global
Margin for Commitments and the Flexibility Instrument (table 1). In the resolution accompanying
the mobilisation of the latter, the European Parliament reiterated its longstanding view that the
flexibility of the EU Budget should be increased.

As in previous years, the mobilisation of the flexibility tools of the MFF proved necessary to finance
budgetary priorities and reinforcements, already at the initial stage of adoption. The conciliation
agreement for the 2018 budget included the mobilisation of two such instruments: the Global
Margin for Commitments and the Flexibility Instrument (table 1). In the resolution accompanying
the mobilisation of the latter, the European Parliament reiterated its longstanding view that the
flexibility of the EU Budget should be increased.

In the course of 2017, the European Parliament and the Council reached agreement on and
adopted the legislative or budgetary measures related to the following proposals of the MFF review
package: bringing forward the offsetting of the contingency margin; establishing the European
Fund for Sustainable Development (EFSD), the EFSD Guarantee and the EFSD Guarantee Fund;
creating an initiative to promote the availability of internet connectivity in local communities;
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extending the duration of the European Fund for Strategic Investments (EFSI) and increasing its
means; and revising the provisions applicable to agricultural expenditure.

Since mid-2003 industrial output in the EU has been growing in a relatively stable way. This growth
ended with the onset of the crisis in May 2008 when the month-on-month rate of change for the EU
industrial production index turned negative. The pre-crisis peak of April 2008 was followed by steep
decline (-22%) and marked by the trough recorded in April 2009 when industrial output was the
lowest since September 1997. This abrupt fall lasted one year, and rebounded only in May 2009.
At this early stage in the crisis, more developed financial markets in the euro area helped to some
extent to mitigate the impact of the crisis on growth in industrial sectors dependent on external
finance. However, this effect weakened in later stages of the crisis, particularly on well-developed
markets for bank loans.

In 2016, from the perspective of gross value added (GVA), industry accounted for approximately
20 % of total GVA for the EU, while services accounted for almost 75 %. These shares have been
on more or less opposing paths since the beginning of the millennium: in 2000, industry
corresponded to 22 % of the total GVA for the EU, dropping to 20 % by 2008 and to 19 % by 2016.
In contrast, services have been slowly gaining in importance in terms of value creation, from 70 %
in 2000, to 72 % in 2008 and 74% in 2016.

Comparing globally with other industrially developed countries, it can be observed that the USA
and Japan followed similar paths: in the USA, industry accounted for 19 % in 2000, diminishing to
16 % in 2015, while in Japan, industry declined from 26 % in 2000 to 23 % in 2015. A last point
concerning the comparison between industry and services is that it seems that services weathered
the financial and economic crises with less turbulence than industry: in the EU, the GVA created by
services dropped by 3 % in 2009, as opposed to 12 % for industry. Similarly, the year after, the
GVA generated by services increased by 3 %, while industry-created GVA increased by 8 %.

In the European Union, the relative importance of industry in total employment, as measured by its
share, has also declined since the millennium, from 19.3 % to 15.3 %. Furthermore, despite a
generally declining trend identified above, it is still visible that industry is much more important in
the Member States that joined the EU during and after the 2004 enlargement than in the other
Member States. In 2016, the highest share of persons employed in industry relative to total
employment in the country’s economy was recorded in the Czech Republic (29.1 %), Poland (23.5
%), Slovenia (22.5 %), Slovakia (22.3 %), Romania (21.4 %), Estonia and Bulgaria (both at around
20.2 %). Despite this relative importance, however, only Poland and Romania have kept the
percentage of their population occupied in industry virtually unchanged. The rest of the countries
have followed a (slower or faster) declining trend, attributed by Falkowski both to structural
changes implemented under the EU’s industrial policy and to the economic crisis of 2009, which
had a considerable impact on those countries’ industries.

On the other side of the spectrum, the EU Member States occupying the least people in industry
(relative to their total population in employment) in 2016 were the United Kingdom (9 %), Greece
(9.3 %), the Netherlands (9.5 %) and France (10.5 %).

Many other stakeholders are involved in the debate, and some have already expressed their views.
There is general agreement that the EU Budget needs reform. Focus on results, leverage,
synergies, conditionality and European added value is often mentioned among the principles that
should underpin any changes. Stakeholders from academic, expert and political circles underline
that in a rapidly evolving world, the design of the EU Budget has to ensure the right balance
between predictability of investments and capacity to respond to new challenges and priorities. The
problems that the current MFF faces demonstrate how difficult the task is, and the weaknesses of
the EU financing system. In summary, the main issues highlighted by the EU institutions and
stakeholders are the following:

»Reform of the financing side of the budget — the current system of EU own resources is widely
criticised and there is a growing consensus on the need for reform. It is expected that the HLG’s
recommendations on own resources will make a significant contribution to the Commission’s
concrete proposals for change, which should be tabled together with the post-2020 MFF
proposal.
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»Duration of the MFF — the current, seven-year MFF is not synchronised with the five-year political
cycle determined by the political terms of the European Commission and the European
Parliament. Proposals that could fix the problem include a five-year MFF aligned to the political
mandates of the main EU institutions; five + five years with a compulsory mid-term review; ten
years with compulsory mid-term revision for programmes requiring long-term programming and
five years for other elements of the MFF. According to others, the seven-year MFF has its
advantages and should not be changed.

»MFF priorities and structure — some analyses consider the current structure of the MFF outdates,
too focused on past priorities and insufficiently supportive of initiatives with high European added
value. From this perspective, aligning the budget to a new and evolving set of EU strategic
priorities appears to be a crucial aspect of the reform. New areas frequently identified as requiring
stronger financial EU intervention include border management, migration and refugees, security
challenges and defence, and a reinforced investment policy.

»Flexibility — experience of the implementation of the current MFF appears to show that the
capacity to respond swiftly to new challenges requires that more flexibility and reserve capacity
be built into the MFF. There is considerable demand for greater possibilities to shift resources
within and between MFF headings; for creation of a special crisis reserve; for the re-use of de-
committed amounts and fines; and action to secure bigger margins under annual ceilings. At the
same time, however, the question of ensuring the MFF’s predictability is also raised.

»Unity of the budget — the proliferation of new instruments for financing EU actions, especially in
external policy, and partially outside the EU Budget (e.g. the EFSI; EU trust funds for external
action; and the Facility for Refugees in Turkey), raise questions about the principle of the unity of
the budget and democratic accountability. The creation of instruments with a stabilisation function
for the euro area — such instruments could be developed outside or within the EU Budget. The
European Commission has already expressed its intention to put forward proposals within the EU
framework in the context of the next MFF.

»Financial instruments — the use of innovative financial instruments has become an important
feature of the current MFF. While these can be advantageous to the budget’'s effectiveness,
some aspects of their functioning in the EU Budget will have to be reconsidered, for instance their
interplay with grants, capacity to leverage public and private investments, simplification of
delivery, etc.

»European Development Fund (EDF) budget — the €30.5 billion EDF, an intergovernmental tool
for development cooperation with the African, Caribbean and Pacific Group of States (ACP), is
not currently included in the EU Budget. In the 2013 inter institutional agreement on budgetary
matters, the Commission declared its intention to propose the EDF’s inclusion in the EU Budget
as of 2021.

»Role of the budget in EU economic governance and respect of rule of law — there are proposals
to strengthen and extend existing links between the EU Budget and the EU’s economic
governance framework (for example, macro-conditionality of the ESI funds and links with country-
specific recommendations). The idea of creating stronger links between the disbursement of EU
funds and respect for the rule of law has also been mentioned.

»Changes to the decision-making process — the current procedure leading to agreement on the
MFF with a unanimity vote in the Council are seen as one of the main obstacles to budget reform.
Stakeholders are calling for greater transparency in the process and the involvement of EU
citizens. Some proposals emphasise the need to shift towards qualified majority voting in the
Council or to give more power to the European Parliament.
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