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DOMINANTS FOR THE NATIONAL ECONOMIES’
COMPETITIVENESS

ABSTRACT

This article is devoted to innovation as a prerequisite for the national economies' sus-
tainable development and a domain for their global competitiveness. The paper aims to
highlight the internal essence of mutual relations between innovation, competition, and
economic growth. It was assumed that innovation positively affected the competitive
behaviour of economic agents and eventually contributed to an increase in public wel-
fare. Regarding the period from 2007 to 2022, we considered the sample of Central
European countries and the Baltic states. Theoretical generalization has been applied to
systematize the factors determining competition and innovation. We used statistical
methods and comparative analysis to investigate the indicators' dynamics. The interde-
pendencies between macroeconomic dynamics and a set of competition and innovation
indicators have been assessed. It was proved that the proportion of medium and high-
tech industry value added in the total value added of manufacturing was quite im-
portant, yet not the ultimate criterion for ensuring high growth rates and sustainable
development. The dynamics of commercial spending on research and development had
been ambiguous and unsustainable. To ensure strategic competitiveness, national gov-
ernments should encourage innovation in their respective business communities. The
sampled economies have been examined considering a set of innovation and competi-
tion indicators (e.g., gross capital formation, research and development expenditures,
logistics performance, export technological structure, carbon dioxide emission, and re-
newable energy consumption). Considering the implications of globalization, the tax
burden as an integral characteristic of the national economy's competitiveness has been
evaluated as well. It was pointed out that: a) a stable, understandable and transparent
tax policy should be implemented to protect the investors' property rights; b) a system
of total anti-corruption measures aimed at preventing the practices of receiving undue
benefits should be set; and c) the business sector should improve own environmental
and social responsibility complexly, introduce resource-saving, a green and circular
economy.

Keywords: competition, economic growth, high-tech economy, innovation,
investment, sustainable development, taxes, research and development expenditures

JEL Classification: 047, 052, P47, P51

INTRODUCTION

As economic phenomena, both competition and innovation determine and shape the
business entities' modus operandi. Theoretically, in the long run, market competition
could be and should be capable of maximizing the respective economic agents' benefits.
Meanwhile, the aforementioned agents' anti-competitive intentions and unfair practices
prompt respective institutional counteractions. In the most radical cases, competition
forces authorities to impose anti-monopoly policies (aimed to ensure general fairness
and optimal economic performance as well). Thus, the competition's ontological aspects
form an essential object for investigation. Moreover, its initial idea derives from the
architectonics of public production and innovation par excellence. Innovation is com-
monly considered a trigger for both market competition and sustainable development.
However, the exact model of strategic interconnection between competition and inno-
vation depends on the national economy's institutional peculiarities and is determined
historically.
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From a strategic perspective, taking the concept of Industry 4.0 and the modern technological paradigm into account,
innovation could determine both the national economy's and the economic subject's competitive position, while effective
novation management should ensure sustainable growth. At the same time, neither competition nor innovation should be
regarded as an ultimate panacea for economic recovery and prosperity. Even though fair competition combined with
innovation might hypothetically reactivate the national economy's development processes, the latter could not occur au-
tomatically. Hence, the national government, in coordination and cooperation with the business community, should prepare
and implement a general innovation doctrine (based on prudent fiscal policy). The business community inherently pos-
sesses innovation potential, while a novation could be identified as a channel for development. Considering the above,
innovation management forms the core task for a business in terms of global competition.

Due to the indisputable relevance of the aforementioned scientific issue, it is vital to systematize and deepen the method-
ological bases of fair competition, considering both advanced and emerging markets' innovation experience. Specific at-
tention should be paid to the innovation's effect on the global competitive doctrine. This study aims to assess the interde-
pendencies between economic growth, competition and innovation, and to conceptualize the complex measures for inno-
vative development stimulation.

LITERATURE REVIEW

For nearly a century, the coherency between competition and innovation has been an issue of great interest for the most
prominent scholars and has provoked a plethora of theoretical and empirical studies. Upon the analyses of business cycles
and creativity, Schumpeter (1935; 1939; 1947) pointed out that innovation and the certain market situation (in terms of
competition) had been the triggers and the main factors for sustainable economic growth. The scholar proved that com-
petitive advantages originated in innovation and determined the latter as the paramount dimension of economic change.
Utterback (1971) highlighted the effectiveness of business entities in preparing, developing, and implementing technical
innovations as a function of three sets of factors: a) the firm's exogenous environment peculiarities; b) inherent charac-
teristics of the firm; and c) the 'flows' between the firm and its environment. The scholar disclosed both stimulating and
limiting the firm's progress factors.

Considering the concept of transilience, Abernathy & Clark (1985) developed an analytical framework for the competitive
implications of innovation. They argued the role of incremental technical change in shaping competition. Porter (1985;
1986; 1996) investigated competitive advantages, technology, agglomeration economies, and regional and international
policy and proposed a new narrative economic development model. Tushman & Nadler (1986, 1999) proved that compa-
nies should create new products, services, and processes, adopting innovation as a way of corporate life. Jorde & Teece
(1989; 1990; 1991) described the nature of the innovation process and explored socially beneficial forms of cooperation
that could assist the development and commercialization of the new technology. Lengnick-Hall (1992) examined the factors
that shaped the relationship between innovation and competitive advantage, proving that innovative intentions have been
the basic business requirement. Tang (2006) investigated the complex relationship between innovation and competition
and pointed out that it could be either positive or negative, depending on specific competition perception and the type of
innovation activity. In a series of studies (Pol & Carroll, 2004; Pol, 2013, 2020), the Schumpeterian innovation theory, as
well as the Porter model of development and competition, has been reconciled by an introduction of the 'innovatory
discontinuity' concept and separation between formal and narrative economic models.

Based on the extant theoretical and empirical research, Lee & Karpova (2011, 2018) investigated the definitions of com-
petitiveness to develop a comprehensive perspective of the construct under study. Considering specialization and cooper-
ation in agribusiness, Krasnyak (2017) proposed some statements on synergy in the business environment aimed at in-
tensifying fair competition. Highlighting the Visegrad 4 countries' experience in the context of Industry 4.0, Ivanova &
Cepel (2018) assumed that the innovation performance of the enterprises has been the national economies' key factor in
increasing competitiveness. Ungerman et al. (2018) investigated the areas of marketing in the context of Industry 4.0 and
their subsequent impacts. The scholars highlighted innovation as the main factor in competitiveness. Applying factor anal-
ysis, Garcia-Sanchez et al. (2018, 2021) examined the relationship between innovation, competition and prosperity and
found it statistically robust. Stadnyk et al. (2018) highlighted the factors of the enterprises' strategic participation in the
selection process of integration forms. The authors substantiated that the national economy's competitiveness was ensured
by mutually beneficial cooperation of different business activities and the firms' industrial specialization. To encourage both
innovation and competition, an algorithm for the enterprises' strategic decision-making towards its prospective participa-
tion in integration has been proposed. Taking the industrialization degree into account, Marincean (2019) pointed out that
innovation provisions should be formulated according to the competition rules. The scholar argued that public regulation
of innovative processes could contribute to economic development.
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In a series of publications (Pasichnyi et al., 2019; Kozlovskyi et al., 2020; Pasichnyi & Nepytaliuk, 2021; Kaneva et al.,
2022; Khachatrian et al., 2023), gross investment in innovation regarding both fundamental and applied sciences was
considered as a factor ensuring economic growth. Studying knowledge management, Bloodgood (2019, 2022) highlighted
the competitiveness effects of acquiring pertinent, irrelevant or erroneous knowledge. Paiva et al. (2020) pointed out how
research and development (hereinafter — R&D) collaboration and access to capital and specialized human resources could
improve agrarian companies' competitiveness. Padilla-Lozano & Collazzo (2021) investigated the multi-level relationship
between competitiveness, green innovation, and social corporate responsibility and causality in manufacturing. The schol-
ars proved that green innovation suggested a transition from cost savings to a strategic competitive advantage.

Considering the sample of Eastern European countries, Ivanova et al. (2021) investigated the conflict of environmental
and economic interests of the state, highlighted contemporary trends in entrepreneurship (e.g., implementation of energy
efficiency policies, decarbonization, decentralization, and digitalization), and analyzed the national policy of the EU mem-
ber-states from the standpoint of environmental friendliness. In addition, the authors argued that the above trends formed
the core of ongoing business transformations. Khachatrian et al. (2022) examined the specific features of investment in
human capital in terms of a postmodern society. The scholars pointed out that the interrelation between human capital
formation and the business entities' overall economic performance appeared to be robust and positive. Moreover, quality
improvements in human capital contributed to innovation and competition.

Investigating the scientific works on the relationship between sustainability innovations and firm competitiveness, Her-
mundsdottir & Aspelund (2021, 2022) proposed the revisionist view that sustainability innovations could create win-win
situations for a firm. The authors examined several moderating and mediating factors influencing the highlighted relation-
ship in national, market, industry, and firm contexts. Soloviova et al. (2023) analyzed the strategic development directions
of international corporate social responsibility in agribusiness as its inherent competition-enhancing factor. The above
directions were defined as: a) motivation of labour personnel; b) introduction of waste-free production and environmental
protection; ¢) maintenance of transparent relationships with the clients; d) brand distribution; and e) reduction in the
levels of poverty and inequality.

Meanwhile, the internal essence of the mutual relationship between innovation, competition, and economic growth remains
undisclosed. This study aims to highlight the above interrelation.

AIMS AND OBIJECTIVES

This article aims to assess the interdependencies between economic growth, competition, and innovation and to concep-
tualize the complex measures for stimulating innovative development.

The main objectives of the study are:

=  to systematize and deepen the methodological bases of fair competition, considering both advanced and emerging
markets innovation experience;

= to disclose the innovation's effect on the global competitive doctrine, specifically regarding the concepts of resource-
saving, green and circular economy;

= to investigate the mutual relations between selected competitiveness indicators and economic growth;

= to examine the tax burden as an integral characteristic of the national economy's competitiveness in Central Europe
and the Baltic states over 2007-2022.

METHODS

In this article, we focused on a sample of national economies that made their transition from centralized planning to the
market in the 1990s, and later either joined or declared their intentions to join the European Union (hereinafter — the EU).
Considering their innovation and competition profiles, the national economies of Bulgaria, Croatia, the Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Moldova, Poland, Romania, Slovakia, Slovenia, and Ukraine were investigated. We
considered the time interval from 2007 (the beginning of the Great Recession) to 2022 (the first year of Russia’s full-scale
military invasion of Ukraine). The statistics and forecasts of the World Bank and the International Monetary Fund formed
the information base of this particular study.
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We used theoretical generalization to systematize the factors determining competition and innovation. We applied statis-
tical methods (e.g., grouping, study of dynamic series, etc.) and comparative analysis to investigate the dynamics peculi-
arities of the indicators. Our initial hypothesis was that innovation had a positive effect on the economic agents' competitive
behaviour and in the strategic perspective contributed to an increase in public welfare.

According to the Wicksell / Cobb—Douglas productive function, labour (as a proxy to human capital) and physical capital
are imperfect substitutes. That fact could be roughly described by the system (1):

Y =AxLA xK*

0<ax<l1

0<p<1 (1)
x4+ =1

where Y — annual total production, L — annual labour input; K — annual capital input; A — total factor productivity; a and
B — the output elasticities of capital and labour, respectively.

Due to the classical explanation, both a and B values are the constants and has been determined by the modern techno-
logical paradigm. Meanwhile, in social and economic systems, synergy matters essentially. Pasichnyi & Nepytaliuk (2021)
pointed out that not only positive, but also the other (negative and neutral) synergistic effect should be considered while
preparing strategic public regulation measures. The above effect derives from the interconnections emerging between the
basic public production elements. To determine total factor productivity, we applied a function of the above interconnection’
arithmetic sum (mode/ 2):

A = (XL, ER) (2)

where EP; — emergent potential of the i-th interconnection between the basic public production elements.

Regarding the scientific investigations addressing the problem, the system elements interconnection’s emergent potential
(model 3) derives from respective innovation and competition potentials:

EP, = f(IP, CP) (3)

where IP; and CP; — innovation and competition potentials of the investigated macroeconomic system elements’ intercon-
nection, respectively.

In this study, we decomposed the system elements interconnection’s emergent potential and refined the economic growth-
friendly public policy mix.

RESULTS

At the initial phase of our investigation, we compared the real GDP per capita growth rates in the sampled countries and
the structure of public production (Figure 1). Even though the strategic competitive advantages are associated traditionally
with high-tech industry, we considered the proportion of medium and high-tech industry value added in the total value
added of manufacturing jointly (due to the World Bank’s methodology).

Regarding the real GDP per capita growth rates, the entire sample could be divided into three sub-samples. Firstly, the
sub-sample of the countries with a low indicator ranged from —0.55% in Ukraine to 1.87% in Estonia (the group included
the Czech Republic and Slovenia). Secondly, the sub-sample of the countries with a medium indicator ranged from 2.12%
in Croatia to 2.73% in Slovakia (the group included Hungary and Latvia). Finally, the sub-sample of the countries with a
high indicator ranged from 3.38% in Bulgaria to 3.91% in Poland (the group included Lithuania, Moldova, and Romania).
The global financial instability and the COVID-19 pandemic affected the sample, provoking a decline that has been equaled
to 7.63% and 3.67% of real GDP per capita in 2009 and 2020, respectively.

The case of Ukraine has been unique for the entire sample. In addition to the Great Recession and the COVID—19 global
pandemic consequences, hybrid and eventually conventional war affected the Ukrainian economy in 2014 and 2022, re-
spectively. Due to the Great Recession’s impact, the aforementioned indicator’s annual decline equaled to 14.76% of real
GDP per capita. Meanwhile, due to the full-scale military invasion, the growth rates decreased by 17.13% of real GDP per
capita. In the post-war period, theoretically, innovation and constant search for competitive advantages in cooperation
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with the other sampled economies could ameliorate the Ukrainian economy’s performance and contribute to a substantial
increase in public welfare.
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Medium and high-tech manufacturing value added (% manufacturing value added)

Figure 1. The average proportion of medium and high-tech industry value added in the total value added of manufacturing and the av-
erage economic growth rates in Central Europe and the Baltic states in 2007-2022. (Source: the authors’ own calculation based on the World
Bank and the International Monetary Fund data)

Regarding the entire period, Poland was the only sampled country with constantly growing economy. An insufficient decline
(equaled to 1.85% of real GDP per capita in 2020) appeared to be episodic and derived from the COVID-19 global pan-
demic. Moreover, during the Great Recession, the Polish economy has been rising by 4.19% and 2.76% of real GDP per
capita in 2008 and 2009, respectively. The observed phenomenon has been due to an effective policy mix (applied by the
Government of Poland) and to innovation (provided by the business entities).

The stochastic interrelation between the above two indicators was rather ambiguous. The average proportion of medium
and high-tech industry value added in the total value added of manufacturing varied significantly from 14.80% in Moldova
to 54.87% in Hungary. Moreover, considering the entire time interval, the average economic growth rate in Moldova
equaled to 3.62% and has been significantly higher than in Hungary (with the indicator equaled to 1.87%). Thus, the
investigated proportion was quite important, yet not the ultimate criterion for ensuring high economic growth rates and
sustainable development.

Regarding the global market, private investment in innovation was another factor ensuring the highlighted national econ-
omies competitiveness. We examined the share of firms that have spent on research and development in the overall
business structure. Figure 2 represents the percentage of firms that, according to the World Bank, have spent on R&D in
the 2013-2014 and 2019-2020 periods, respectively; the average level of innovative activity was marked as well.

The aforementioned indicator’s fluctuations were ambiguous. The average proportion of the firms that have spent on R&D
(given as a percentage of firms) in 2013-2014 equaled to 11.08%, while in 2019-2020 the mentioned indicator equaled
to 9.25%. The observed reduction by 1.82 percentage points could be due to the methodology. We investigated the
quantitative parameter — the percentage of innovation-active firms in the respective national economies. The obtained
results could be improved by examination of the costs’ (associated with innovative spending) proportion in the total costs.

In 2013-2014, the above indicators’ range equaled to 16.80 percentage points (from 5.30% in Ukraine to 22.10% in
Croatia). Moreover, in 2019-2020, the indicators’ range equaled to 18.30 percentage points (from 2.30% in Lithuania to
20.60% in Slovenia). In 2013-2014, Romania (11.30%), Estonia (12.30%), Slovenia (17.40%), the Czech Republic
(21.30%), and Croatia (22.10%) appeared to be the most innovative economies. In 2019-2020, the situation changed
significantly; the most innovative economies were Ukraine (9.90%), Moldova (10.40%), Latvia (11.40%), Estonia
(14.50%), the Czech Republic (20.40%), and Slovenia (20.60%). To boost competitiveness, national governments should
encourage business innovation, applying the appropriate fiscal and investment policy mix.
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Figure 2. Firms that spend on R&D in Central Europe and the Baltic states in 2013—-2014 and 2019-2020, a percentage of firms. (Source:
the authors’ own calculation based on the World Bank and the International Monetary Fund data)

At the next stage of the study, we considered a set of selected competition and innovation variables in Central Europe and
the Baltic states over the 2007-2022 period (Table 1).

Table 1. Selected competition and innovation variables in Central Europe and the Baltic states in 2007-2022. Note: * - in 2022. (Source:
the authors’ own calculation based on the World Bank and the International Monetary Fund data)

L Share of (% manufactured Renewable

Logistics per- exports) energy con-

Count: Gross capital R&D expendi- | formance in- CO: emissions sum gti‘:m (%

Y formation (% ture (% of dex: Overall medium & . (metric tons P °

Name o N high-tech- N of total final

GDP) GDP) (1=low to high- tech- nolo ~ per capita)
—hi gy ex energy con-
5=high) * nology ex- orts sumbption
ports P umption)

Bulgaria 23.22 0.70 3.20 40.46 8.99 5.82 16.65
Croatia 22.65 0.89 3.30 46.59 10.25 4.22 30.49
Czech Republic 27.94 1.73 3.30 69.19 18.42 9.81 13.73
Estonia 27.89 1.55 3.60 48.84 18.72 10.99 27.55
Hungary 24.62 1.31 3.20 76.22 19,97 4.67 14.24
Latvia 25.44 0.60 3.50 39.39 14.80 3.75 39.23
Lithuania 20.64 0.94 3.40 41.37 11.67 4.01 27.86
Moldova 26.11 0.33 2.50 28.22 4.36 2.98 20.94
Poland 21.41 0.99 3.60 55.63 8.77 7.80 11.96
Romania 26.39 0.47 3.20 57.55 9.73 3.87 22.91
Slovakia 23.41 0.79 3.30 69.46 9.29 5.95 12.55
Slovenia 22.32 2.09 3.30 63.77 6.73 6.92 20.68
Ukraine 17.98 0.59 2.70 38.79 5.97 4.99 4.96
Mean 23.85 1.00 3.24 51.96 11.36 5.83 20.29

Gross capital formation (formerly known as gross domestic investment) is commonly used to evaluate investment activity.
From 2007 to 2022, in the most countries under study, gross capital formation (given as a percentage of GDP) had negative
dynamics and declined by more than 1.50 times. The most substantial decrease in the indicator has been observed in the
Baltic states, Moldova, Slovenia, and Ukraine. On the contrary, in Hungary, it had increased slightly. The average value of
the indicator varied from 17.98% of GDP in Ukraine to 27.94% of GDP in the Czech Republic. The sample mean equaled
to 23.85% of GDP. Investment-friendly fiscal policy (primarily, its tax component) should contribute to the innovation.

R&D expenditures (given as a percentage of GDP) directly highlight the innovation processes’ peculiarities. Over the 2007—-
2022 period, the average indicator varied significantly from 0.33% of GDP in Moldova to 2.09% of GDP in Slovenia. In
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addition to the Slovenian case, the indicator exceeded 1.00% of GDP in Hungary (1.31% of GDP), Estonia (1.55% of GDP),
and the Czech Republic (1.73% of GDP). In the vast majority of the sampled countries, R&D expenditures had positive
dynamics. Meanwhile, Ukraine, Romania, and Moldova were characterized by the indicator’s decrease.

Indisputably, market competition strongly depends on the logistics. The Logistics Performance Index (hereinafter — LPI)
reflects perceptions of a national economy’s logistics based on the customs clearance process’ efficiency, trade- and
transport-related infrastructure’s quality, ease of arranging competitively priced shipments, quality of respective services,
ability to track and trace consignments, and frequency with which shipments could reach the consignee within the sched-
uled time. The LPI ranges from 1 to 5, with a higher score representing better performance. In 2022, Moldova (with a
score of 2.50) and Ukraine (with a score of 2.70) appeared to be the sample’s outsiders, while Estonia and Poland (with a
score of 3.60 in both cases) were the leaders. The sample’s score geometric mean equaled to 3.24. Public authorities and
business should act coherently and prudent to improve the situation complexly. The microeconomic agents’ self-organiza-
tion could refine business-to-business logistics. Meanwhile, national governments should consistently employ performance-
based budgeting practices (aimed at ameliorating trade- and transport-related infrastructure) and refine forecasting and
planning procedures as well.

The average share of medium and high-tech products in the export structure varied significantly from 28.22% of exports
in Moldova to 76.22% of exports in Hungary. Meanwhile, regarding the entire period, in Moldova, the indicator increased
by more than 3.00 times. The sample mean equaled to 51.96%. In Ukraine, the start of the Russian hybrid war in 2014
marked the beginning of the rapid indicator's decline. In the other sampled countries, the investigated indicator increased.
The average high-tech export's component percentage ranged from 4.36% of exports in Moldova to 19.97% of exports in
Hungary, while the sample mean equaled 11.36% of exports. Thus, Hungary, the Baltic states, the Czech Republic, and
Croatia had the most innovative export structures. Meanwhile, the interconnection between the investigated indicator and
economic growth appeared to be quite ambiguous.

Both technology and the national economies’ typical product profile determined carbon dioxide emission, transitively af-
fecting competition. The emission of greenhouse gases indirectly indicated the technologies and peculiarities of public
production. The sample’s average annual CO; emissions equaled to 5.83 metric tons per capita. The national economies
of Moldova and Latvia demonstrated the lowest annual emissions of carbon dioxide — 2.98 and 3.75 metric tons per capita,
respectively. All the other sampled national economies reduced their CO, emission. In 2007, Estonia and the Czech Republic
demonstrated the worst indicators equaled to 14.74 and 12.08 tons, respectively. The above economies subsequently
reduced the indicator crucially, improving their competitiveness. The common trend for the sample was associated with
green and circular economy.

The average share of energy consumption from renewable sources in final consumption was another essential factor
ensuring the strategic competitiveness of the national economies under study. The sample mean equaled to 20.29% of
total final energy consumption. In Ukraine, the average indicator equaled to 4.96% and increased by more than 3.50 times
for the entire period under study. In Latvia, the average share of energy consumption from renewable sources in final
consumption has been unprecedentedly high and equaled to 39.23%. To enter the EU, Ukraine should improve its energy
consumption structure due to the best European practices.

At the next stage of the study, we assessed the tax burden as an integral characteristic of the national economy's com-
petitiveness, considering globalization's implications (Figure 3).

In this study, we regarded the tax burden as the general budget's tax revenues' specific weight in GDP. Considering the
sample, the lowest tax burden (equaled to 2.69% of GDP) was identified in Croatia. Meanwhile, in Hungary, the average
tax burden has been the highest and equalled 22.58% of GDP. The sample mean equaled to 17.23% of GDP. Additionally,
the actual average tax burden has been lower than the sample mean in the Czech Republic (14.45% of GDP), Romania
(16.29% of GDP), and Poland (16.93% of GDP). An increase in the tax burden could deteriorate the national economy's
strategic global competitive position, forcing the microeconomic agents to change their fiscal jurisdiction. Considering the
entire period, the above indicator decreased by more than 2.00 percentage points in Romania and Moldova. A slight decline
in the tax burden has been recorded for Slovenia, the Czech Republic, Bulgaria and Croatia. On the contrary, the other
sampled countries were characterized by an increase in the tax burden.
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Figure 3. The average tax burden in Central Europe and the Baltic states in 2007—-2022, a percentage of GDP. (Source: the authors’ own
calculation based on the World Bank and the International Monetary Fund data)

Theoretically, a decrease in the tax burden could be associated eventually with business reactivation and recultivation.
Taking the above into account, economic liberalization should not be considered a panacea. GDP redistribution throughout
public finances ensures economic sustainability, creating the most supportive conditions for the population. A prudent
balance between the tax burden and the quality of public social services and their accessibility should be found to eliminate
the negative effects of market competition.

DISCUSSION

The positive impact of innovation on the national economies’ performance has been substantiated in a series of works
from Schumpeter (1947) up to the present day. Yet, the scale of the above influence on the growth processes remains to
be uncertain. Similar to the study of Rusu & Roman (2018), we investigated a sample of the Baltic states and Central
European countries and found that the type of their economy had affected the overall result of innovation activities in
terms of international competitiveness. While investigating the foreign trade’s structure in terms of medium & high-tech
export share, we obtained results partly similar to the study of Sener & Delican (2019). At the same time, we pointed out
that foreign trade structure should be investigated taking advanced and emerging market economies’ peculiarities into
account. The national economies' typology proposed by Rostami et al. (2019) could be applied for that specific purpose.

Summarizing the sampled countries' competition and innovation experience, the measures aimed to eliminate bureaucratic
procedures and to ensure maximum transparency of business registration, reorganization, and liquidation processes seem
logical and actual. Moreover, to ensure economic sustainability both in the short and in the medium run, the non-critical
public regulatory powers should be reduced essentially. National governments should promote registration and the exist-
ence of innovative businesses and directly support the firms implementing revolutionary ideas. A stable, understandable
and transparent tax policy should ensure the protection of investors' property rights. The above should be carried out
simultaneously with a system of total anti-corruption measures, aimed to prevent the practices of receiving undue benefits.
Meanwhile, the business sector should take complex measures to improve both environmental and social responsibility,
introducing resource-saving, a green and circular economy. Similar to the study of Jacomossi et al. (2021), we concluded
that an indicator associated with ecological sustainability should be investigated properly while examining the countries’
competitiveness.

Despite the results obtained by Garcia-Sanchez et al. (2018, 2021), regarding the sample, the relationship between inno-
vation, competition and prosperity has been rather ambiguous than statistically robust. Even though innovation contributed
to economic development and global competition, its overall effect should be investigated properly. The idea of Her-
mundsdottir & Aspelund (2021, 2022) that sustainability innovations might create win-win situations for a firm could be
considered regarding the national economy as well. In the last case, a growth-friendly fiscal policy mix should be applied
to promote sustainable growth.
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CONCLUSIONS

The Baltic states and Central European countries experienced similar problems in the 1990s and had objective incentives
for economic transformations. Profound structural shifts affected production and redistributive processes and reshaped
the national economies' consumption and investment profiles as well. Meanwhile, a strategic 'split' in public and private
investment in physical and human intellectual capital has occurred. Due to the development logic, public welfare evolved
substantially. That fact was marked by the transition from satisfying basic social needs to ensuring much more sophisti-
cated individual requirements. A prudent cooperation of public authorities, civil society institutions and business entities
could contribute to sustainable economic growth. In contrast to the rather selfish concept of Homo oeconomicus, the
rational idea of mutually beneficial agents' cooperation should form the basis for the modern economic paradigm. Pater-
nalism is organically incompatible with libertarianism since its social security model requires unattainable (for an ultra-
liberal economy) public resources.

In terms of human intellectual capital formation, it is important to apply a new recognition approach to non-formal pro-
fessional and vocational education. The business community should initiate, form and develop innovation and technology
clusters, taking both the national economy's regional structure peculiarities and fiscal jurisdictions' profile into account.
The other crucial task for the economies under study is associated with the investment and innovation ambassadors'
concept implementation. Compiling the rules of fair competition, such economic agents could catalyze regional develop-
ment processes and actively affect the labour market.

Businesses, institutions of higher education, and scientific centres should cooperate intensively to create a new growth-
friendly economic paradigm. The aforementioned cooperation could include support of scientific and pedagogical personnel
participation in international conferences and symposia, direct business financing of applied studies and co-financing of
fundamental research. In addition, the practices of registration, promotion, protection, and support of intellectual property
rights (e.g., patents, copyrights, trademarks, brands, etc.) should be enriched. Theoretically, the above policy mix could
be able to ensure sustainable economic growth both in the medium term and in the strategic perspective.

To promote innovative business, prudent administrative deregulation and digitization should be exercised consistently and
systematically. Hence, regarding the global market trends, the creation of stable, predictable and transparent tax legisla-
tion, improvement in public administration and protection of the economic agents' property rights form the core tasks
aimed at boosting national economies' competitive positions. Thus, it is vital to refine a business culture based on both
the Sustainable Development Goals and innovative approaches to socially responsible entrepreneurship.

Empirical evidence from advanced and emerging markets of Central Europe and the Baltic states over the period from
2007 to 2022 proved that innovation and competition were connected mutually and affected macroeconomic dynamics.
Meanwhile, innovation has not been the ultimate factor ensuring sustainable economic growth: the sample's leaders in
medium and high-tech industry proportion in the total value-added structure were characterized by rather moderate av-
erage real GDP per capita annual growth rates. The dynamics of private investment in innovation varied significantly
regarding the period under study. Moreover, business communities of the sampled countries appeared to be more inno-
vative in 2013-2014 than in 2019-2020. The observed fact could be due to the applied public policy as well as due to the
methodological peculiarities. Generally, to boost the national economies' global competitiveness, the respective national
governments should support business innovation, applying the appropriate fiscal and investment policy mix. The national
economies under study were assessed in terms of competition and innovation variables (e.g., gross capital formation, R&D
expenditures, the logistics performance index, the export's technological structure, environment pollution by CO,, and
renewable energy consumption). Gross capital formation and R&D expenditures appeared to be growth-friendly variables.
The general trend in investigated economies was associated with a reduction in gaslight emissions and gradually induced
renewable energy consumption. The sampled countries were estimated in terms of tax burden. Theoretically, a prudent
reduction in the overall of the tax burden could generally improve the emerging markets' performance through the business
entities' reactivation. On the contrary, a rapid increase in the tax burden could deteriorate the country's strategic global
competitive position, forcing its residents to look for better fiscal jurisdictions. Governments should simplify innovative
business registration and directly support firms implementing revolutionary ideas, resource-saving, a green and circular
economy.

The prudent fiscal policy mix features (in terms of innovation and ecology) should be highlighted in further studies. The
aforementioned scientific issue forms a perspective research field regarding the necessity to counteract deteriorations in
the European economy caused by the full-scale war in Ukraine.
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Over the period under investigation, the sampled national economies changed crucially and formed their unique profiles.
Meanwhile, those economies gained some common features that should be regarded while improving scientific methodol-
ogy. Thus, further investigation could involve the determination of the above systems’ development peculiarities as the

basis for their new typology.
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Hermramok A., Ocirnosa /1., KpacHsk O., KynbraHix O., lTosisikos M., KpusoHoc /.
AOOMIHAHTU 3ABE3MNEYEHHA KOHKYPEHTOCNTPOMOXHOCTI HALIOHAJIbHNX EKOHOMIK

CTaTTIoO MPUCBSIYEHO KOHLENTY iHHOBALi Y SIKOCTi NepeayMOBM CTIMKOro PO3BUTKY HaLiOHaSIbHUX EKOHOMIK | OMIHAHTK iX
rnobanbHOi KOHKYPEHTOCNPOMOXHOCTI. MeToko CTaTTi € PO3KPUTTS BHYTPILUHLOMO B3AEMO3B A3KY MiXK iHHOBALiSIMK1, KOHKY-
PEHUIEI0 Ta EKOHOMIYHWUM 3POCTaHHAM. 3po6/eHO NPUMYLUEHHS, WO iHHOBAUii NO3UTUBHO BM/INBAIOTb Ha KOHKYPEHTHY
noeefiHKy eKOHOMIYHMX areHTiB i CNPUSAITb 3POCTaHHIO CycninbHOro AobpobyTy. Y yacosoMmy iHTepsani 3 2007 go 2022
POKy po3rnsHyTO BUBIpKY 3 KpaiH LleHTpanbHoi €Bponun Ta banTii. Ana cnctematunsauii akTopis, WO BU3HAYaOTb KOHKY-
peHUilo Ta iHHOBAUiMHICTb, BUKOPUCTAHO MPUAOMU TEOPETUYHOMO Y3arasibHeHHs. [ns AOCHIMKEHHS AMHAMIKM CUCTEMU
iHAMKaTOPIB iHHOBALIM i KOHKYPEHLIii 3aCTOCOBAHO CTATUCTMYHI METOAM Ta KOMMNapaTUBHWUIA aHani3. OUiHEHO MHOXWHHI
B3aEMO3a/IEXHOCTi MK 3arajibHOl0 MaKpOEKOHOMIYHO AMHAMIKOIO M 06paHUMK iHAMKATOpaMM KOHKYpPEHLIi Ta iHHOBaLil.
[oBeaeHo, WO YacTka AoAaHol BapTOCTi cepefHbo- Ta BUCOKOTEXHOMOMYHMX rany3ei y 3arasbHii AoAaHiint BapToCcTi €
BaXX/IMBMM, asie He yIbTUMaTUBHUM KpUTEPIEM 3ab6e3neyeHHs BUCOKMX TEMMIB 3pOCTaHHS Ta CTiiKoro po3BuTKy. [MHaMika
BMTpaT Cy6’ekTiB rocnoAaproBaHHs Ha HAayKOBO-A0CIAHI Ta AOCNIAHO-KOHCTPYKTOPCHKI po60TH BMSIBMIACS HEOAHO3HAYHOIO
Ta HecTabinbHo. HauioHanbHi ypsianm MatoTb 3a0xodyBaTh iHHOBaLT BignoBiaHMX Gi3HeC-CMinbHOT, cnpsiMOBaHi Ha ¢op-
MYyBaHHS1 CTPaTEriYHOi KOHKYPEHTOCMPOMOXHOCTI. BUBIpKY AOCNimKEHO 3 ypaxyBaHHSIM CUCTEMM NOKa3HMKIB iHHOBALIM Ta
KOHKYpeHLUii (30KpeMa BasioBOr0 HaKOMWYEHHS KamniTany, BUTPaT Ha HayKOBO-AOCNIAHI Ta AOC/iAHO-KOHCTPYKTOPCLKI po-
60TH, iHAeKcy edeKTUBHOCTI NOriCTUKM, YacTKM cepefHbo- Ta BMCOKOTEXHOJOMYHOrO eKCnopTy, BUKWAIB BYrEKUCIOrO
rasy Ta Cro>XX1BaHHS BiAHOB/IOBAHOI eHepril). 3 ornsay Ha rnobanisauito oLUiHEHO NOAATKOBE HABAHTAXXEHHS SIK HEBIA'EMHY
XapaKTEPUCTUKY KOHKYPEHTOCMPOMOXHOCTI HaLiOHaNbHNX EKOHOMIK. BusHaueHo, LWo: a) Ans 3aXucTy npas BAACHOCTI iH-
BecTopiB Ma€ 6yTu BnpoBagkeHa ctabinbHa, 3po3yMinia Ta Mpo30pa NoAaTKoBa KOMMOHEHTa dicKanbHOI NoniTukn; 6) He-
06XxiiHO peanisyBaTh CUCTEMY TOTasIbHUX aHTMKOPYNUiMHKUX 3ax0AiB Ans 3anobiraHHsl NpakTykaM OTPUMaHHS HernpaBoMi-
pHOi BUroau; B) 6i3HeC-CEKTOP MaE KOMMJIEKCHO Ta CUCTEMATUYHO NOCUIOBATW BIACHY EKOJONiYHY Ta couianbHy BignoBi-
[anbHICTb, 3aNpoBagXKyBaTh pecypco3bepexeHHs], 3eneHy Ta UMPKYNSpHY EKOHOMIKY.

KnouoBi cnnoBa: KOHKYPEHLIisi, EKOHOMIYHE 3POCTaHHSI, BUCOKOTEXHOJOTYHMI CEKTOP EKOHOMIKM, iHHOBaLji, iHBeCTULi,
CTanui po3BUTOK, MOAATKWU, BUTPATU Ha HAYKOBO-AOCNIAHI Ta AOC/iAHO-KOHCTPYKTOPCbKI po60TH
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