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CrankssBiuene 0., CinaBiuene JI., Komesenko B. Amnamiz 3mMiH B
KOHKYPEHTOCIPOMOKHOCTI Ta TMOAATKOBO-0101:KeTHOI mojaituku JIuTBM Ta YKpainum B
KOHTEKCTi IIUKJIIYHOr0 PO3BUTKY €KOHOMIKH.

[IpoBenenuii aHami3 mokasye, 10 PIBEHb PO3BUTOK €KOHOMIKM JIUTBM BUILMH, HIK Yy
VkpaiHu, 1O MNOpPU3BOAUTH JO MIABUILEHHA KOHKypeHTocnpoMmokHocTi JlutBu. Lg cutyanis
MpHU3Beaa J0 CTIMKOrO €KOHOMIYHOTO 3pOCTAaHHS 1 3HWXKEHHS BUTpaT Ha ypsa. Llel mokasHuk
PO3paxOBYETHCS CIIBBITHOIIEHHSM Jep)kaBHUX BuaarkiB 10 BBII. 3 Merorw migBumeHHs
KOHKYPEHTOCITPOMOXXHOCTI OCHOBHHMX JIMTOBCBKHX 1 YKpAalHCBKUX VypsANIiB € TiJBHUIICHHSI
e(eKTUBHOCTI OIO/KETHOT MOJITHUKU Ta craduibHOCTI. Lle Moxke OyTH JOCATHYTO 3a paxyHOK
MIZBUIIEHHS €(PEKTUBHOCTI IeP>KaBHUX BUTPAT, O0POTHOU 3 OIOpPOKpATI€r0 Ta KOPYIIIETO.

Craukasunuene 0., Cunasuuene JI., Komeaenxko B. AHaau3 wH3MeHeHHII B
KOHKYPEHTOCIHOCOOHOCTH M HAJOroBO-0K/IKeTHOW mnoJuTuku JIuTtBbl M YKpauHbl B
KOHTEKCTe HUKIMYECKOIr0 Pa3BUTHS IKOHOMHUKH.

[IpoBeneHHBbINM aHANU3 MIOKA3aJ1, YTO YPOBEHb pa3BUTHUA JINTOBCKOW SKOHOMHUKHM BBILIE, YEM
y YKpauHbI, 4TO NPUBOJUT K MOBBILIEHHIO KOHKypeHTOocrnocoOHocTH JIuTBel. Takyro cuTyanuio
OIIPENENIN YCTOMYMBBIA SKOHOMUYECKUN POCT U CHUYKEHHE pa3Mepa MPABUTENBCTBA, U3MEPSIEMOTO
OTHOIIIEHUEM IoCyAapCTBEHHBIX pacxo10B K BBII. B nenax noseimeHnss KOHKYpEHTOCIOCOOHOCTH,
IJIaBHOM 3a7auedl mpaBUTENbCTB JIMTBBI M YKpauHbl SBJISIOTCS MHOBBIIIEHHE Y(PPEKTUBHOCTH U
CTaOMJIBHOCTH HAJIOrOBO-OIOJUKETHONW MOJUTUKUA. OTO MOXKET ObIThb JOCTUTHYTO 3a CYeT
NOBBIIEHUS A((HEKTUBHOCTU TOCYIApPCTBEHHBIX pPAacXolloB, OoppOOW ¢ Owopokparued u
KOpPYILIHEH.

Stankeviciene J., Sineviciene L., Koshelenko V. The analysis of changes in
competitiveness and fiscal policy of Lithuania and Ukraine in the context of cyclical
development of the economy.

The article evidenced that the degree of Lithuanian economy development is higher as
compared to Ukraine which leads to higher competitiveness of Lithuania. Such situation was
determined by more stable economic growth and reduced size of government sector which is
measured by the government expenditure to GDP ratio. In order to enhance the competitiveness of
Lithuania and Ukraine, the main objective of governments is to increase the effectiveness and
stability of fiscal policy. This can be achieved by increasing the efficiency of public spending,
reducing bureaucracy and corruption.

Introduction. Under globalization of economic processes, it becomes increasingly difficult
to define the boundaries of these processes in terms of individual countries or regions. Nevertheless,
one of the most frequent issues that are raised currently at various levels is national and regional
competitiveness, since it leads to the development of the global economy [21]. Importance of this
issue is evidenced by the fact that various organizations calculate competitiveness indexes, positive
changes in the competitiveness of a country are emphasized as one of the main merits in reports of
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governments, increasing the country’s competitiveness is included in electoral programs as one of
the major goals, the reduction of regional disparities and improving their competitiveness is one of
the main objectives of the European Union (EU), which gets a significant part of the EU support
[14,15]. Moreover, scientists analyze in their studies how to assess the competitiveness more
accurately and search for the reasons of its changes.

In the scientific literature, authors assess the competitiveness of a country measuring it with
one or few specific factors, or integral sets of different factors. When applying different methods to
measure competitiveness, some authors use macroeconomic indicators that reflect the macro-
economic environment, market conditions and environment (infrastructure) created to business [25,
9,20,23,2,24], others use micro-economic indicators that reflect efficiency of corporate governance,
productivity, etc. [17], another try to attach less quantifiable, measurable indicators, such as social
responsibility, tolerance, diversity, creativity [6,4,1]. However, most authors state that
competitiveness is too complex to be evaluated by one or few indicators, therefore multiple factors
or composite indices should be used for this purpose [18,4,16,5,22,7,21,8,19]. Such indices are
calculated by various international organizations; however they use different models, select and
group different indicators reflecting competitiveness therefore the results may vary [2]. In any case,
al indices include and asses following main groups of indicators. economic situation of a
country/region, government efficiency, business efficiency and infrastructure.

Degpite the fact that the problem of competitiveness is widely assessed in the scientific
literature, the main attention is given to the development of competitiveness measurement
models/methods, their evaluation and reliability. Significantly lesser part of the authors try to
estimate reasons of the certain competitiveness level and its changes. Among such studies, the
research of 1. Macerinskiene and G. Sakhanova [12] should be mentioned; the authors found that
the economy growth is one of the main reasons for the increase of competitiveness of Kazakhstan.
The same reasons for the changes of competitiveness are indicated by Biro and Biro [3], who
investigated the changes in competitiveness of Romania and Lengyel [11] who researched the
Hungarian regions. V. Snieska and J. Bruneckiené¢ [22], investigating the separate regions of
Lithuania found that their competitiveness is determined by the economic situation, and G. Macys
[13] states that the regional competitiveness can be increased by improving the infrastructure. In
order to fill a gap in this type of competitiveness’ research at least partially, the aim of this paper
is to evaluate the changes in competitiveness of Lithuania and Ukraine linking them to the changes
of fiscal policy in the context of cyclical development of the economy. Changes in competitiveness
are evaluated in conjunction with changes of the fiscal policy of analyzed countries in mentioned
context as macroeconomic indicators and the environment are identified as one of the key
determinants of national and regional competitiveness in the main part of the scientific literature.
Methology. The authors have used theoretical (systematical analysis of scientific literature,
comparison analysis, summarize analysis) methods in the article.

The Global Competitiveness Index (GCI) of World Economic Forum is used to assess the
competitiveness of Lithuania and Ukraine as according to |. Macerinskiene and G. Sakhanova [12]
this index includes more countries and wider analysis of data. The source of GCI is Global
Competitiveness Index data platform [26]. The source of other data in this research is World
Economic Outlook Database [27]. The sample includes data for the period of 2005 — 2012.

Analysis of the link between competitiveness and fiscal policy in the context of the
economic cycle in the case of Lithuania and the Ukraine. According to World economic forum
(2013a), there are three stages of countries development: factor-driven, efficiency-driven and
innovation-driven. Lithuania is in the stage of the transition from efficiency-driven to innovation-
driven stage of development, whereas the Ukraine is in efficiency-driven stage of development [27].
Therefore the degree of Lithuania's development is higher. The higher degree of countries
development determines the higher evaluation of countries competitiveness. The stage of cyclical
development of economy in a country affects the country’s competitiveness. The country’s
economic cycle development is represented by the changes of real Gross domestic product (GDP).
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As shown in Figures 1 and 2, it was economic boom in analyzed countries until 2007; it has
switched to the recession since 2008 in consequence of the global financial crisis and lasted until
2009. Although cyclical changes of economy in both countries were similar, it can be observed that
the growth rates of the economy during growth periods were higher in the case of Lithuania
Lithuania’ s economic recovery was slower than that in Ukraine in 2010, but Ukraine’s GDP growth
rate slowed down more than Lithuania s in 2012. Figures 1 and 2 show, that despite the fact that the
impact of the crisis on GDP growth rates in both countries’ was very similar, Lithuania's economy

growth rates were more stable than the Ukraine's.
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Figure 1. Changes of Lithuania’'s GDP Figure 2. Changes of Ukraine s GDP
(in percent) and GCI (in score) (in percent) and GCI (in score)

Changes of GCI and GDP have shown that there is a high relationship between changes of
these indicators in the case of Lithuania and Ukraine. The increase (decrease) of country’'s GDP
determines increase (decrease) of GCI. Since 2010, Lithuania’s competitiveness has not changed,
while Ukraine’'s competitiveness increased in 2011 and decreased in 2012. These differences
between countries can be explained not only by the changes of countries' economic conditions, but
also by the fact that the political and institutional environment in Ukraine is more unstable than in
Lithuania. Recent financial crisis has shown that the problems of public finance had a significant
impact on the stability of the macroeconomic environment. Government cannot function effectively
and contribute to improving the competitiveness of a country if it has to repay large debts and pay
high interest rates. Low credit ratings of a country increase interest paid on private sector’s loans, as
credit risk of a country increases. Another important aspect is the size of government, which can be
characterized by the ratio of government expenditure to GDP (GEXP). The higher the ratio, the
more complex is assurance of the efficiency of public spending. Moreover, it will be difficult to
ensure the previous level of government spending if revenues collected to the government’s budget
will decrease during the crisis. As it can be seen in Figures 3 and 4, government size in Lithuania
was lower than that in Ukraine. GEXP in Lithuania increased from 33 percent in 2005 up to 36
percent in 2012. During the crisis, the higher decline of GDP has led to significant growth of this
ratio in 2009 (up to 44 per cent), but when the economy was recovering this indicator gradually
decreased. In case of Ukraine, fluctuation of GEXP was lower; nevertheless, the causes of
fluctuations can be explained by variation of GDP in the case of both countries. However, the
research results evidence that aclear link between GEXP and GCI does not exist.
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Government debt (GDEBT) in Lithuania and Ukraine increased steadily during the period of
2005 — 2012; the growth rate of Lithuania s debt was the highest in 2009 - 2010, of Ukraine’s debt
was the highest in 2008 - 2010. In 2012, Lithuania’ government debt amounted to 41 percent of
GDP; Ukraine's amounted to 37 percent of GDP. The general government debt ratio indicates
outcomes of fiscal policy of previous years; therefore the government budget deficit/surplus (see 5-
6 figures) is very important indicator, which shows current year outcome of fiscal policy.
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GDP and government budget deficit / surplus indicators in Lithuania and Ukraine show
that governments of both countries have pursued pro-cyclical fiscal policy during the analyzed
period, i.e. expansionary fiscal policy have been pursued in years of economic upturn and
contractionary — in years of economic downturn. Ukraine, as well as Lithuania, has not been
accumulated government budget surpluses during the economic upturn, and this has resulted in
very limited possibilities for governments to pursue contracyclical fiscal policy during the
economic downturn. Although Ukraine was able to achieve lower fiscal deficit than Lithuaniain
2009 (Lithuania’'s budget deficit was 9 percent of GDP, Ukraine's — 6 percent), but the state of
public finance in Ukraine was worse in 2012 if compared to Lithuania. The government budget
deficit in Ukraine was 4 percent of GDP, whereas in Lithuania — 3 percent of GDP in 2012.
Figures 5 and 6 show that changes of government budget deficit/surplus indicator, as well as
changes of GDP, well explain changes of countries competitiveness, i.e. when government
deficit increases, the countries’ competitiveness decreases.

According to World Economic Forum [26], the most problematic factors for doing
business in Lithuania are: inefficient government bureaucracy, tax rates, restrictive labour
regulations, tax regulations, access to financing and corruption, while in Ukraine — access to
financing, corruption, inefficient government bureaucracy, tax regulations, policy instability and
tax rates (indicators are listed in order of their importance). Therefore the key elements of fiscal
policy, such as tax rates, tax regulations, budget deficit/surplus are relevant increasing countries
competitiveness.

Conclusions. The degree of Lithuania’'s development is higher if compared with
Ukraine’'s. Lithuaniais in the stage of the transition from efficiency-driven to innovation-driven
stage of development, whereas Ukraine is in efficiency-driven stage of development. The higher
degree of Lithuania's development determines the higher evaluation of country’s
competitiveness. The impact of the crisis on GDP growth rates in both countries was very
similar, but economy growth rates in Lithuania were more stable than that in Ukraine. The
analysis of GCI and GDP changes has shown that there is a high relationship between changes of
GDP and GCI in the case of Lithuania and Ukraine. The increase (decrease) of country’s GDP
determines increase (decrease) of GClI.

Government size, measured by the ratio of government expenditure to GDP in Lithuania
was lower than that in Ukraine. Fluctuations of government expenditure to GDP ratio were lower
in the case of Ukraine; nevertheless the causes of fluctuations can be explained by variation of
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the GDP in the case of both countries. However the research evidenced that a clear link between
the government expenditure to GDP ratio and GCI does not exist.

Changes of government budget deficit/surplus indicator, as well as changes of GDP, well
explain the changes of countries competitiveness, i.e. when government deficit increases, the
competitiveness of a country decreases. The most significant Lithuanian and Ukrainian
governments tasks seeking higher country’s competitiveness are enhancing the effectiveness
and stability of fiscal policy; it can be achieved enhancing the effectiveness of public spending,
reducing the government bureaucracy and corruption.
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