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GDP Components
as Sources of Economic Growth in V4 Countries

Abstract. The standard of living of people determines the most important macroeconomic per-
formance of the economy, such as the total value of produced goods and services, meaning the real
GDP, GDP growth, employment level and respectively the unemployment rate, inflation rate, and
the openness of the economy and balance of external economic relations. Despite its imperfections,
through the assessment of economic developments and economic performance measurements, it is
used in practice in the gross domestic product (GDP). GDP growth, as economic growth, in the short
term is determined by the various segments of aggregate demand. The aim of this scientific paper is
to analyse and quantify the contribution of an increase in individual AD components to economic
growth in V4 countries and to compare these findings with each other. The paper is dedicated to an
empirical site of economic growth, the subjects of the analysis are the economies of the V4 countries.
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Introduction

Development of economies in recent years constantly encourages the scien-
tific and political controversy in which resonates the role and position of the state
in the economy, a high level of indebtedness of several countries, the European
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migrant crisis, sustainable development, and promoting economic growth, which
contributes to the growth of the standard of living. Excessive rates of disparities
between regions within countries, as well as, the EU Member States, and accumu-
lation of a number of, especially, long-term problems are now exacerbating and
creating a tense atmosphere in society as a whole. Despite growing economies
and decreasing unemployment, the population of the Visegrad Group is increas-
ingly unsatisfied with the lower standard of living, in which the region lags be-
hind not only richer and more powerful economies (eg. Germany or France) but
also lags behind economically comparable countries, such as Slovenia. However,
there are considerable differences between countries within the Visegrad Group
itself. A comparison of the economic level of these countries showed that in 2015
the Czech Republic reached 84%, Slovakia 76%, Poland 69%, and Hungary only
68% of the EU average GDP per capita in purchasing power. The similar position
of these countries reflects the development of the standard of living in these coun-
tries, the highest being in the Czech Republic and the lowest in Hungary [Eurostat
2016].

The Visegrad Group (V4) is a grouping of four Central European countries:
the Slovak Republic, the Czech Republic, Hungary, and Poland (with a combined
total population of over 64 million people). This is an informal regional structure
of four EU Member States and NATO which subscribe to the same values and
have a common history, culture, and geographical position. V4 is a dynamic re-
gional grouping of EU Member States, which creates space for strengthening co-
ordination and consultation mechanism with a goal to find common positions and
opinions on topical issues of foreign and European policy, regional development,
and economic and cultural cooperation [Ministry of Foreign and European Affairs
of the Slovak Republic 2016]. In 2015, the economic level of this region, with an
area of more than 533,000 km?, was 13,000 EUR per capita, while the average
living standards of the EU 28 was 26,500 EUR per capita.

The living standard of people is determined by the most important macro-
economic indicators of the functioning of the economy, such as the total value
of produced goods and services, which means GDP, GDP growth, employment
level and respectively unemployment, inflation and openness of the economy, and
the balance of external economic relations. Macroeconomic performance is af-
fected by internal determinants (development of the workforce and their quality,
the investment activity of entrepreneurs, the level of private and public consump-
tion, technological change and innovation, monetary policy, etc.), external factors
(foreign trade, natural disasters, war, monetary problems, etc.), and the nature of
government intervention in the economy (fiscal policy, social policy, political sta-
bility, law enforcement, etc.). All macroeconomic determinants of economic de-
velopment are transformed into the internal mechanism of the economy. Although
there are different views among economists, in economic theory it is accepted that
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a relatively simple model interprets how the economy works and how it achieves
macroeconomic equilibrium and respectively, an imbalance. In this theoretical
explanation is a model of aggregate demand and aggregate supply and, as a result
of their activities, a model of macroeconomic equilibrium [Lisy et al. 2013: 70].

In the short term, it is for development of the macroeconomic balance and
economic growth determining, primarily, the demand side of the economy. The
development of the components of aggregate demand (household spending and
government institutions on final consumption, gross capital formation, and net
exports and imports of goods and services) is influenced by many different factors
that alter its structure and determine the GDP growth. Some components of ag-
gregate demand (eg. consumption expenditure by households) can be considered
relatively stable; others (eg. the stock or investment in fixed capital) are more
variable. Foreign trade is also affected by internal factors of the global evolution
and demand in the countries of foreign business partners [Spévacek et al. 2012:
217-218].

The aim of this scientific paper is to analyse and quantify the contribution of
an increase of individual AD components to economic growth in the V4 countries
and to compare these findings with each other. In the paper, we dedicate the empiri-
cal side of economic growth, and the subjects of our analysis are the economies of
the V4 countries. We examine the growth of these countries in respect to aggregate
demand, while we analyse the proportion of the components of aggregate demand
to GDP. Within the analytical part we use the methodological approach of Lisy et
al. [2011: 177-178] and data was taken from secondary sources of Eurostat and the
OECD.

1. Practical aspects
of economic growth in V4 countries

Performance measurement is important for both economic theory and eco-
nomic policy. “The performance of the economy and economic growth of a coun-
try is determined by the effective action and interoperability of four sectors, it
means households, firms, state and abroad, which constitute a coherent, interact-
ing and interdependent system of relationships™ [Lisy et al. 2011: 16].

Despite some critics of GDP, most countries use the macroeconomic aggre-
gate gross domestic product when measuring performance. One of the advantages
of this indicator is precisely the fact that it is used almost all over the world, and
thus, it simplifies international comparisons. Another advantage is that statistical
data is used in the calculation of GDP that is available in the country and there is
no need to obtain data from abroad. GDP is the most comprehensive measure of
the overall level of the production of goods and services in the economy and, at
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the same, is a measure of how many jobs the economy is able to generate [Lisy et
al. 2013: 11-12].

As Mankiw [2015: 496-497] mentioned, GDP becomes an appropriate and
supplementary indicator that reflects the quality of the standard of living of the
population in the economy. For this reason, economic growth is one of the most
important (if not the most important) macroeconomic objectives of each country.

Economists have dealt with economic growth for a long time ago (Smith
1776; Malthus 1799; Ricardo 1817; Mill 1848). However, the history of the mod-
ern theory of economic growth is not very old As Uramova et al. [2010: 214-215]
reported, the first modern theory of economic growth appeared only in the early
20™ century, when individual schools were searching for causes of its slowdown
and new sources or opportunities for economic growth in the future (Keynesian,
neo-Keynesian, and the neoclassical theory of economic growth). The late 20™
century began to form new theories of economic growth, which underline the
need to ensure long-term and balanced economic growth based on new factors
(eg. the use of human potential, innovation, and technology). This is called the
endogenous growth theory. Currently, several authors work on the issues of the
quality of economic growth and its resources (Barro & Sala-i-Martin 2004; Var-
adzin et al. 2004; Helpman 2005; Lisy et al. 2011; Drobiszova & Machova 2014,
and others).

A generally accepted macroeconomic indicator, which collectively represents
the performance of the economy as a whole, is the real GDP growth. From its
development, it is possible to draw a number of consequences for economic prac-
tices. Since V4 countries can be considered as more or less open economies, it is
clear that their economic growth depends largely on external relations, and that
influence requires a certain rationality and stability of economic policy.

Figure 1 shows the development of the real GDP growth rate in V4 countries
and the development of the average real GDP growth rate in the European Union
(28) in the period between the years 2004 to 2015.

For better illustration, Figure 1 indicates the perfect respective optimal annual
growth rate of real output, which is in accordance to the OECD at 3%. As Klikova
and Kotlan [2012: 96-97] reported, this value is obtained on the basis of a detailed
macroeconomic analysis and empirical research, and it is an average for devel-
oped OECD economies and the differences between countries are not reflected.

Before joining the European Union in 2004, a more or less homogeneous eco-
nomic strategy was applied to the Visegrad countries. After EU accession, under
the influence of internal and external changes, their economic direction developed
in various ways. In particular, the development of the Hungarian economy was
significantly different from the other countries in the region; it caused a slower
economic growth in Hungary even before the economic crisis.
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Figure 1. The GDP growth rate development in V4 and EU 28
(percentage change on previous year)
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Source: own work using Eurostat as a reference.

From the perspective of growth and convergence based on both internal fac-
tors (investment, consumption) and external factors (capital flows, trade) it is
evident that the member states which have coped better with the crisis are those
which had produced high but not “overheated” economic growth, coupled with an
appropriate level of internal and external financial stability, a low budget deficit,
and a relatively healthy development of public finances. Of the V4 countries, this
was the case for the economy in Poland, which is also characterized by less pri-
vate indebtedness. For this reason, Poland is the only country from the V4 group
that did not swing into negative numbers and, in 2009, registered the highest GDP
growth of any country in Europe. Nevertheless, even in the case of Poland, we
could not talk about ,,an economic miracle”, because the decline in growth was
about 5 percentage points, which is comparable to the decline in the GDP growth
in Spain, Portugal, France, and Hungary. Although Poland is still unable to reach
the level of potential output (set at 4 to 4.5% of GDP growth), we can state that
Poland is characterized by the greatest stability of economic growth and the best
economic condition (except in relation to the Czech Republic) among all of the V4
countries. There are several reasons: a floating exchange rate (depreciation of the
Polish currency created external demand for cheaper goods and services, which
increased exports and finally GDP), an underdeveloped banking sector that caused
Polish banks to not invest in financial innovations and avoid taking “toxic assets”
into their portfolios, a less open Polish economy (during the years 2011 to 2015
an average of 94% of GDP) when compared with the other V4 countries (eg. aver-
age openness of the Slovak Republic was 180% during the same period), and thus
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less dependence on foreign trade, an extensive domestic market, consolidation of
public finances, and a tighter lending policy (www.visegradgroup.eu).

Of the V4 countries, Hungary was the most affected by the crisis, and faced
a 20-25% fall in export demand and, at the same time, had the largest decline in
domestic demand. For this reason, the economic recovery after the crisis was mo-
reslow when compared with other countries of the Visegrad Group.

After joining the EU, the Slovak economy was characterised by an economic
boom and in 2007, the real GDP growth reached up to 10.8%, by far exceeding the
growth of the V4 countries, but also exceeding the EU average over that period.
Slovakia, as an extremely open economy, has not escaped the sharp decline in ex-
ports at the turn of 2008 and 2009. Exports fell by 16.5% and that pulled Slovakia
into a deepening recession. The benefits of the “lucky timing” of Slovakia’s entry
into the European Monetary Union and adopting the euro in 2009 was felt in the
stronger economic recovery of the Slovak economy in 2010 when compared to all
the other V4 countries. Another reason was the financial incentives to overcome
the consequences of the crisis in Slovakia.

The Czech Republic is characterized, like Slovakia, by a high level of open-
ness. Therefore, even in the Czech Republic, just a drop in exports caused the
recession in the economy in 2009. Compared to the Slovak economy, which in the
pre-crisis period ,,overheated”, the decrease of the real GDP growth in the Czech
Republic was not significant. On the other hand, thanks to the exports, the Czech
economy returned to economic growth relatively quickly and successfully.

The data in Figure 1 shows that GDP growth in the V4 countries oscillated
around the indicated optimum of OECD last year, which shows that these econo-
mies contribute to the stabilization of EU economic development.

2. Empirical analysis
of the components of aggregate demand

Aggregate demand (AD) represents the total amount of output that econom-
ic subjects (households, businesses, government and abroad) are able to buy in
a given time period at a certain price level. It includes the total expenditure of in-
dividual economic entities for the purchase of final goods and services and, there-
fore, represents real GDP. The structure of aggregate demand (and respectively,
GDP) can be generally expressed by the following formula:

AD=C+I1+G+NX,

where C (consumption) represents spending by households to purchase consum-
er goods and services, I (investments) is corporate expenditure on investments,
G (government) is government spending on goods and services, and NX (net



®

GDP Components as Sources of Economic Growth in V4 Countries 139

exports) is the expenditure of foreign entities as the difference between exports
and imports of goods and services [Uramova et. al. 2010: 53]. Aggregate demand
depends primarily on the price level, the level of incomes, as well as, the instru-
ments of state economic policy (fiscal, wage, social, etc.). According to Mankiw
[2013: 71], the aggregate demand curve in a graphical representation of the AD-
AS model is such a combination of the price level and real output (aggregate
expenditure), by which is the goods and services market and money market are
simultaneously in equilibrium. Based on that, we can conclude that the growth
of economic subjects’ spending leads to GDP growth and other positive effects
on the national economy that affect real macroeconomic indicators such as the
employment rate, for example.

Lisy et al. [2011: 177] dealt with the question of a proportion of individual
components of aggregate demand to GDP growth over the reporting period. To
answer the question, he used the formula:

AD (GDP)=Y,=C,+1,+ G, + NX, resp. GDP, , =Y, =C+ ], +
+ G + NX

After editing the equation of the GDP growth rate calculation, we get:
AY AC C [ Al 1T AG_ G, ANX NX
— = X—= 4+ —X—F — X— F—— X ——
Y cC Y I Y G Y NX Y
We mark growth rates of the individual AD components as 8,8,8:8,8, and
we write:

gy:?xgc—i_% ><g‘.+% ng+I\IY'_X X Eix

From the equation it is clear that the growth rate of the product is a combina-
tion of the growth rates of individual components of the aggregate demand, while
of these rates are the proportions of the individual components of GDP [Lisy et
al. 2011: 177].

In Table 1 we present the average proportion of the components of aggregate
demand to the GDP in the V4 countries during the period 2004-2015, meaning
after the EU accession up until the present.

Based on the analysis of secondary data, we can conclude that the structure
of GDP changed in the monitored countries and, in the period between 2004 to
2015, it changed only slightly. In the long term, the most stable and the largest
component of GDP is private consumption (C), which ranges in the V4 countries
from 48% in the Czech Republic, to 61% in Poland.

The household consumption registered a generally increasing trend over time.
In the period of crisis, however, these expenses grew at a slower rate. Several sci-
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Table 1. The percentage proportion of individual components of aggregate demand to GDP
in V4 countries (average for the period between 2004-2015)

Components of GDP
Country
C I G NX
Slovak Republic 57.05 23.84 18.45 0.66
Czech Republic 48.44 27.14 19.83 5.12
Poland 61.41 20.13 18.38 0.15
Hungary 52.86 22.64 21.11 4.00

Source: own work based on the Eurostat.

entific studies show that after 2009, there was an increased preference of Slovak
households for generating savings. Pauhofova and Martinak [2014: 14-15] state
that the reasons leading to the lower consumption of Slovaks in the post-crisis
period are mainly associated with the deterioration of the situation on the labour
market, increasing uncertainty about future income and potentially increasing the
risk of poverty. With some simplification these claims are also valid for other
countries of the Visegrad Group.

The second largest component of GDP are the gross corporate investments (I),
which are less stable when compared to private household expenditure. Invest-
ments are components of AD, which have the capacity to generate not only short-
term effects on the national economy and affect real variables such as GDP and
employment, but also have theability to enlarge production capacity and thereby
contribute to increasing the economy’s potential in terms of endogenous capacity.
This fact is not always reflected in economic practice.

Similarly to private consumption, investment activity of businesses was also
affected and slowed by the economic crisis. In Slovakia, the largest decline was
recorded in 2009 just when the economy showed effects of the crisis and business
investment fell by almost 3 billion EUR, which also led to a slowdown in GDP
growth. In the reporting period between 2004-2015, gross corporate investment
ranged from 20% of GDP in Poland to 27% of GDP in the Czech Republic. It
is thus clear that while in Poland a larger share of GDP is constituted by high
household consumption (private consumption when compared with the Czech
Republic), in the Czech Republic a relatively larger share of GDP is made up of
corporate investments (as opposed to gross investments as it is in Poland).

The level of government spending as part of AD depends on the degree of
state involvement in the society. In the V4 countries the contribution to GDP re-
mained stable during the period, on ranging from an average of 18% in Poland and
Slovakia to 21% in Hungary.

We dealt with the issue of government spending, its development, and its
structure in the years 1997-2011 in Maztrova and Kollar [2015; 2016]. Based on
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available OECD database, we have divided government expenditure by the func-
tion classification COFOG (“Classification of the Functions of Government”) on
productive and unproductive expenditure according to their relation to economic
growth. We found out that during the reporting period a substantial portion of gov-
ernment spending in Slovakia concentrated into productive areas of the national
economy, which affects economic growth positively.

The net exports during the period are the least stable component of AD. Based
on the processing of secondary data, we found out that in the Czech Republic and
Hungary the share of exports in GDP was around 4-5%, while in Slovakia and in
Poland it was only 0-1% of GDP. Poland is compared to the less open economy
of the Slovak Republic. Nevertheless, the contribution of net exports to GDP in
Slovakia is low. This is explained by the fact that net exports, in terms of the
methodology, are quantified as the difference between the values of exports and
imports. Therefore, the lower the dependence of export proceeds from imports is,
the higher the share of exports in GDP is. Our considerations are confirmed by
several studies dealing with international trade in an open economy and empirical-
ly approaching development. As an example we mention a study of the National
Bank of Slovakia, according to which ,,it could be stated that in relation to the
nature of international trade of Slovakia in regard to export commodities there is
a high intensity of exports to imports, which results in a significantly lower share
of exports to the actual GDP between 2005 and 2012.!

As mentioned above, the great openness of the Slovak and Czech economy
caused the collapse of these economies in 2009. Small open economies such as
Slovakia and the Czech Republic are heavily influenced by the economic develop-
ment of foreign partners. It also provides a positive “locomotive effect” in a boom
period, but also, a negative impact of the recession induced a decline in these
economies (eg. decline in the crisis period during 2009). The benefits and po-
tential risks of increasingly opening an economy is discussed by Slany and Zak
[1999], Jurecka et al. [2013]. Inter alia, they note that on the one hand, the fall in
foreign trade may contribute to a recession in the domestic economy, however, on
the other hand, its growth may lead to the stabilization of the national economy
without government interventions to support the economy, which unreasonably
burden the state budget.

Further, in accordance to the paper’s intention, we quantify the increase in the
proportion of the AD components to the economic growth of the V4 countries in
the reporting period, relying on the before-mentioned mathematical equation (ac-
cording to [Lisy 2011: 177]). We present the results of mathematical calculations
for individual V4 countries and their comparison in the following tables. It should
be noted that while in the Eurostat statistics there are indicator of real GDP growth

! National Bank of Slovakia, www.nbs.sk [access: 15.08.2016].
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used (see Figure 1), in our analysis, we use a base of nominal values, and therefore

in determining the proportion of the AD components to GDP growth we do not
rely on effects of inflation.

Table 2. Contribution of annual consumption (C) growth rate to the economic growth
of the V4 countries (in %)

V4-C 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
Slovak Republic| 6.41| 7.46|12.20| 9.32| 1.93| 0.82| 1.82| 1.68| 0.30| 1.22| 1.23
Czech Republic | 5.08| 5.05| 4.38| 9.52|-2.80| 3.03| 2.25|-0.78|-0.84|-1.90| 1.73
Poland 9.55| 5.48| 6.59| 9.73|-9.87| 7.94| 2.88| 1.50| 0.17| 1.54| 1.01
Hungary 4.07]-091] 6.33| 2.21|-790] 1.33] 1.58] 0.19/-0.10/-0.54| 1.29

Source: own work based on the Eurostat.

Table 2 compares the contribution of household consumption to the economic
growth of the V4 countries. Based on the results of the calculations we can con-
clude that in the period before the crisis, the GDP growth is mainly due to the
growth of consumption expenditure by households in Poland, the Czech Repub-
lic, and Slovakia. In Hungary, the growth rate of consumption in 2008 was only
2.21%. In 2009, a significant decline in private consumption caused a slowdown
primarily in Poland but also in other countries of the region. This component of
aggregate demand only had a positive effect on GDP growth in Slovakia during
2009. The highest proportion of consumption on GDP growth was recorded after
the crisis in Poland in 2010. In subsequent years the rate of household consump-
tion grew in the V4 countries quite well. The exception was the slowdown in
economic growth due to private consumption in the years 2012-2014 in the Czech
Republic and Hungary. In 2015, the contribution of consumption to economic
growth was almost the same in all of the V4 countries, but comparably lower than
what it was a year before the economic crisis.

Table 3 presents the contribution of gross investment of enterprises to GDP
growth in the V4 countries during the study period.

Table 3. Contribution of annual gross corporate investments (I) growth rate
to the economic growth of the V4 countries (in %)

V4 -1 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015

Slovak Republic | 5.33| 3.64| 4.74| 2.72|-4.61| 1.57| 2.89|-2.13|-0.15| 0.63| 2.82
Czech Republic | 3.62| 2.92| 442| 3.68(-437| 1.24| 0.80|-1.02|-1.44|-0.49| 2.11
Poland 349| 3.08| 4.69| 3.66|—4.95| 191| 1.38(-041|-0.71| 1.67| 1.17

Hungary 1.71{-0.11| 2.48| 0.90|-3.88|-1.42|-0.07{-0.76| 1.55| 1.76| 0.57

Source: own work based on the Eurostat.
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As shown in Table 3, it is clear that corporate investments when compared to
household consumption are a less stable component of aggregate demand. In the
pre-crisis period, the growth rate of private investments was comparable in the
countries of the Visegrad Group region. The exception was Hungary, where the
proportion of this component of aggregate demand was lower (in 2006, invest-
ments contribute negatively to the GDP). During the economic recession of the
V4 countries in 2009, there was also a decline of gross corporate investments
(most notably in Poland). In 2010 and 2011, due to the impact of fiscal incen-
tives, the growth rate of investments in these countries increased (however, much
less in Hungary). In 2012, investment expenditure started to decline again and
the economic growth rate decreased (most significant in Slovakia). In 2013, the
investment growth rate was positive only in Hungary and continued to grow. In
other countries, investments started to contribute to economic growth from the
year 2014, and in the Czech Republic from the year 2015.

In Table 4 we present the contribution of government spending to economic
growth in the V4 countries during the study period.

Table 4. Contribution of annual government spending (G) growth rate
to the economic growth of the V4 countries (in %)

V4 -G 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
Slovak Republic | 1.70| 2.98| 1.94| 2.97| 191| 1.57| 0.05|-0.13| 0.57| 1.11| 0.78
Czech Republic | 2.22| 1.86| 1.20| 2.69| 0.01| 0.84| 0.12|-0.68|—-0.17-0.50| 0.88
Poland 3.001 2.08| 1.21| 3.68|-2.69| 2.70(-0.13| 0.29| 0.52| 0.84| 0.45
Hungary 1.85] 0.12] 0.99| 1.73|-2.46| 049]-0.32|-1.04| 0.08] 1.04]| 0.55

Source: own work based on the Eurostat.

Government spending is another component of aggregate demand, which con-
tributed positively to economic growth in the pre-crisis period. It should be noted
that in the paper we do not evaluate secondary effects of the growth of govern-
ment spending on the economy debt, which is not a negligible fact. The highest
growth rates recorded in government spending during this period were in Poland,
and the lowest, in Hungary. In 2009, the growth rate of government spending in
Slovakia slowed only slightly and was more pronounced in the Czech Repub-
lic. In Poland and Hungary, the growth rate of government spending influenced
negatively on economic growth. In 2010, the support of the V4 economies by
governments increased and was reflected in an increasing trend of this AD com-
ponent to overall growth, especially in Poland and Hungary, less so in the Czech
Republic. In Slovakia, the rate of growth in government spending slowed. In the
following period, when the consequences of the debt crisis in the Eurozone be-
gan to manifest, the growth rate of government expenditure in the V4 countries
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oscillated around a value of 0 or declined. In 2015, the growth rate of government
expenditure was registered from 0.45% in Poland to 0.88% in the Czech Republic,
which means that the proportion of government spending on economic growth
was lower in comparison with other components of aggregate demand.

Table 5. Contribution of annual net exports (NX) growth rate to the economic growth
of the V4 countries (in %)

V4 -NX 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
Slovak Republic | -1.93 | -0.48 | 2.51|-0.20-2.40| 2.50|-0.42| 3.31| 1.20|-0.68|-1.62
Czech Republic | 1.44| 5.03|-2.19|-0.05|-1.34| 0.20| 1.24| 0.69| 0.13| 1.47| 4.23
Poland 0.29(-0.18| 0.33|-3.31| 1.94| 045| 0.72| 0.95| 1.37|-0.08| 1.31
Hungary 0.14| 0.14| 0.30| 0.64|-0.54| 4.21| 1.31|(-0.14| 0.75| 0.58| 1.74

Source: own work based on the Eurostat.

In Table 5 we present the contribution of net exports to economic growth in
the countries of the Visegrad Group during the period between the years 2005 to
2015.

From Table 5 it is clear that the net export is the least stable component of ag-
gregate demand. For comparison, Poland and Hungary are less open economies,
where the contribution of net exports to economic growth is higher in comparison
with Slovakia, which is characterized by the highest degree of openness among
the V4 countries. This comparison clearly shows that high economic openness
does not always predetermine high growth in net exports, which would contribute
to a higher economic boom. For this reason, net exports cause, in some years of
the reporting period, a deceleration of GDP growth, mainly in Slovakia. This fact
was reflected in 2009 when the impact of the crisis was a fall in foreign trade in
the V4 countries —a negative growth rate of this component reached Slovakia, the
Czech Republic, and Hungary. In contrast, this year Poland had a growth rate of
net exports of almost 2%. In the period after the economic crisis the proportion of
net exports to economic growth in the V4 countries were different, while in some
economies reflected higher economic growth (eg. in Slovakia during 2010, 2012,
and 2013). In 2015, the largest proportion of net exports to economic growth was
in the Czech Republic (up to 4.23%), while in Slovakia, they caused a decrease in
the economic growth rate of about —1.62%.

Conclusion

Economic growth is one of the traditional objectives of economic policy be-
cause its development determines other economic indicators that affect the stand-
ard of living of the population in the country. In this scientific paper, we have tried
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to contribute to the clarification of economic growth in the V4 countries through
the development of individual components of aggregate demand. Our aim was to
analyse and quantify the contribution of the increase of individual AD compo-
nents to economic growth in the V4 countries and to compare these findings with
each other.

After the analysis, we have reached some conclusions. We confirmed that the
most stable component of GDP in the V4 countries are private consumption ex-
penditures by households, even though in recent years there has been a change in
consumer behaviour, resulting in a slowdown of this aggregate. We believe that
the household sector is adapting to the conditions of unstable economic develop-
ment in recent years; this is natural and rational. For a more serious problem we
consider the fluctuating private corporate investments in the surveyed countries.
We believe that the subjects of economic policy should focus on identifying and
eliminating barriers that limit investment activity of enterprises. It is necessary to
choose a long-term pro-growth strategy that would allow businesses to develop
in modern conditions. We consider that in the V4 countries, existing reserves of
SMEs are in the background of political preferences, in spite of its positive effects
not only on the labour market.

Government spending, which contributes to economic growth largely posi-
tively, is a sensitive topic especially in the context of fiscal consolidation. Within
this paper, we were dealing with this issue particularly from the perspective of
aggregated data, but we have included links to published papers, in which we
were dealing with the analysis of government expenditure in relation to economic
growth and, in terms of social policy and debt, in more detail. We believe that it is
still necessary to evaluate the structure of government spending in order to more
efficiently allocate public resources not only in Slovakia, but in all countries of
the Visegrad Group.

In view of the nature of the economy of Slovakia and the Czech Republic, net
export is an important component of their GDP. On the other hand, their ,,depend-
ence” on foreign trade especially in times of crisis is reflected in the economic
growth extremely negatively. The development of net export is influenced by the
development of the economy of foreign partners and, as a component of AD, is
significantly unstable. Nevertheless, we consider external demand as a significant
source of economic growth, as was confirmed in the much less open economy of
Poland. It is, therefore, important to promote the competitiveness of the Visegrad
Group countries in international trade, not only in the European region, but also
on a global scale.

In view of the identified similarities, but also differences in the V4 countries,
we believe that future research should be directed at the areas that are subject to
a detailed assessment of both the internal and external factors that influence the
development of individual components of GDP and thus, the standard of living in
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these countries. The proximity and similarity of the V4 countries, common his-
tory, and standards of the good neighbourhood should be the starting point for an
even closer cooperation between these countries. Their ,,unity” against the bigger
and stronger economies is a prerequisite for the further development of the region.
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Czynniki PKB
jako zrodla wzrostu gospodarczego w krajach V4

Streszczenie. Standard Zycia ludzi w gospodarce okreslajg najwazniejsze wskazniki makroeko-
nomiczne, tj. catkowita wartos¢ wytworzonych dobr i ustug, tempo wzrostu gospodarczego, poziom
zatrudnienia, stopa bezrobocia, inflacja, otwartos¢ gospodarki oraz réwnowaga zewnetrznych sto-
sunkow gospodarczych. Mimo swoich niedoskonatosci, PKB jest podstawowym miernikiem oceny
sytuacji gospodarczej i efektywnosci ekonomicznej. Wzrost PKB w krotkim okresie zalezy od roz-
nych czynnikow zagregowanego popytu. Celem artykutu jest analiza zmian udziatu poszczegolnych
sktadnikow wzrostu gospodarczego w PKB dla krajow V4.

Stowa kluczowe: PKB, wzrost gospodarczy, sktadnikow zagregowanego popytu



