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Scientific Life

Conference of the Institute of Economic Research of the Slovak
Academy of Sciences and the Economics and Managemen t Institute
of the University of Economics in Bratislava

OBADI, Saleh Mothana (ed.) (2018): The Development and Perspectives
of the World Economy: Positive Economic Outlook and Impending
Trade War. Bratislava: EU SAV, 324 p. ISBN 978-80-7144-294-3

On November 29, 2018, the Institute of Economisdech at the Slovak Academy
of Sciences (EU SAV) in cooperation with the Ecoisrand Management Institute of
the University of Economics in Bratislava (UEaM EA)Borganized a conference on
presentation of the scientific monograpte Development and Perspectives of the World
Economywith a subtitlePositive Economic Outlook and Impending Trade Widre
conference took place in the meeting room of thesémity of Economics in Bratislava.
In the beginning, the moderator of the conferedozef Hibel, welcomed representa-
tives of state and public administration, embassrasle unions, academia and the busi-
ness community. The opening remarks belonged toolRu&ivak, the EUBA Vice-
-Rector for Development and Statutory Represergatwnd Juraj Sipko, the Director of
EU SAV. As a representative of the university, Ria8 welcomed the participants of
the conference. He said that this scientific meeémerges from the cooperation agree-
ment between EUBA and EU SAV, and stressed thatiahaboperation in solving re-
search projects, publications, the participatiorthaf EU SAV staff in the pedagogical
process, reciprocal membership in scientific cognand other activities bring synergy
effects. The publications from the seridse Development and Perspectives of the World
Economyare also used by students and Ph.D. candidatesitheln the end, he thanked
the EU SAV for its cooperation and expressed tHiebthat the conference will bring
new insights. The first speech was followed byigk& who also appreciated the long-
-term cooperation of both institutions in the ediaraof Ph.D. students, many of whom
have found their place on the ground of the intitdt the end of his opening speech, he
invited those present to use a minute of silenceotomemorate the memory of recently
deceased Milan Sikula, the former director of th¢ AV and the stable co-author in
the monograph series.

Introductory papeifen Years since the Collapsaas presented by J. Sipko. He put
the attention on the analysis of ten questionsthis growth of world GDP strong
enough? Is the world economy stable? Is the wartthemy safe? Is the development of
the world economy sustainable? What was the imphathe global financial crisis on
monetary policy? Is the climate change an existéptioblem? Is restoring of confidence
sufficient? How to achieve “multilateralism”? WiiSintec blockchain” ensure financial
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stability? How to ensure that the results of glatadion will be for all people on the
planet? While the first five questions focused ba tmpact of the crisis, in five other
issues he pointed out new circumstances and gsk$, as inequality in revenue distribu-
tion, international trade escalation, or climataruye, which are at a faster pace than
expected. Cyberwar is, according to him, the bigtiesat today.

The lead coordinator of the monograph projectiSObadi from the EU SAV and
UEaM EUBA had the second presentation. In the begi) he introduced the authors of
the chapters of the monograph and thanked thettéar quality work. In the papérhe
Development of Global Output and Tralde documented the growing trend of the global
economy, while he analyzed the development in sedepegions — developed econo-
mies, Europe, Asia and the Pacific, the Middle Bast North Africa, Latin America and
the Caribbean and Sub-Sahara Africa. He noteddloéial economic growth would be
higher than in the previous year (2017) as a reguitvestment and consumption growth
in all regions of the world, as well as commoditycp recovery. At the same time, he
pointed to the existence of both old and new rigled could threaten this favorable
trend. These include, in particular, geopoliticaidions in various regions of the world
and war conflicts, particularly in the Middle Eastd North Africa region. From the new
risks, there is the forcing of protectionist measuby the US administration and the
threat of trade war. In the second part of the elpebe dealt with the development of
global trade, which shows recovery in almost aioas. In particular, commodity prices
rose, their growth led to increased revenues imgny commodity-dependent economies
and this motivated the economies to increase imest in the energy sector. Obadi
documented the development of the index of prinmmmodity prices, including the
development of oil prices on world markets, the elepment of natural gas prices,
which are copying oil prices. In addition, he refed the prospects of world trade. He
expects to continue positive developments, butni@ loreath he highlighted the existing
risks, such as political turmoil, the slowdown le tgrowth of the Chinese economy, the
Brexit, and the refugee crisis that divides Europiee new risks to global trade mainly
include threatening uncontrolled business war aapglitical risks.

An interesting probe into the US and Japanese oni@s is the paper of Boris
HoSoff calledThe US and Japan — Trade Wars and Structural RefoAncording to
HoSoff, economic development in the US was charaet@ by a relatively high rate of
GDP growth. If the development is kept, in July 20the ongoing economic cycle ex-
pansion will become the longest in the history adasurement. Despite the fact that
unemployment is low, the US has decided to impldraesignificant fiscal expansion in
the form of higher spending and tax cuts, resultingn increase in the federal budget
deficit. Expansion of the boom has also risk in itherease of so-called double deficit,
which means that the growth of the federal budgéicid corresponds to the deepening
of the deficit of the current account of the bakonf payments. He pointed out that there
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are increasingly stronger protectionist tendenaiethe foreign trade. Even retaliatory
measures for US unilateral action may shake thedations of the existing international
trade system. An eventual trade war by the US waoldconcern only China, but also
Europe, in which the US is considering the intrdaucof duties on car imports, and this
would hit manufacturers in Slovakia too. AccordbogHoSoff, Japan is able to meet the
objectives of the “Three arrows” economic strateggpecially in the area of fiscal
stimulus and monetary accommodation, while the alyjes of the third area of structur-
al reforms are more difficult to achieve. The labmarket reform, which has to cope with
the consequences of an aging population, remaimsjar challenge. The government
wants to solve the labor shortage not only by g@resivolvement of women in the eco-
nomically active population but also by releasihg tightly-tuned system for the admis-
sion of immigrants who come to Japan for work. @ttteallenges of Japanese economic
policy are structural reforms to increase labordpuiativity and consolidation of public
finances, including an increase in excise duty.

In the paperFinancial and Fiscal Risks in the Current Globaldaomy Rudolf
Sivak (Faculty of National Economy of EUBA — NHF BRH) stated that from the global
point of view, in the last year, the intensity bétfinancial and fiscal risks slightly grew
due to the increasing tensions in internationaldreelations. He analyzed financial risk
indicators in the global economy, macroeconomidciamrs in key economic entities
(the US, Euro Area, Japan, emerging and developaumomies, China), indicators of
external position of selected countries, financisks in the household and corporate
sectors, as well as selected market indicatorman€ial risks. He concluded the presen-
tation with the statement that the development ohitored market indicators over the
past year and the current valuation of assets enfittancial market do not indicate
a greater concentration of financial risks. Howewecertain anomaly is the simultane-
ous high valuation of both shares and bonds. Amatagefully monitored parameter of
the financial market will be the so-called yieldnoe of US federal government bonds,
which is close to the inverse relationship. Thisisignificant warning signal since the
inverse yield curve preceded all the recessioniketJS economy since 1970.

In the papeMigration and Refugee Crisis: Environmental Costsl ahe Crisis of
Support for Immigration ExpansipiPaula Puskarova (UEaM EUBA) stated that the
migration and refugee crisis in the EU was charamd in the last year mainly by the
trend of the gradual decline of migrants’ arriwaith the exception of the Spanish front
where economic migrants dominated. The beginninthefsocial and integration crisis
was a key change too, while it was accompanied digrificant drop in the support of
expansive EU asylum policy, worsening of the imafenigrants in the media and the
growth of the support for ultra-right and anti-ingration-led political parties in the EU
countries. P. PusSkarova also paid attention tdeks-resolved problem of the environ-
mental costs of migration to the EU and soughtdeniify the focus of environmental
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and integration risks in the Union. She said thatibtegration of refugees, as well as the
building of social capital, impedes the risks te ttomestic population — economic, exis-
tential risk respectively (migrants “steal” domestvork), security concerns (migrants
are criminals), but also environmental aspectssageificant. According to her, limited
access to the labor market prevents the integrationigrants into the local community
and worsen the effects of social exclusion.

The final presentation callggeopolitics and the Development of the Global Eamno
belonged to Peter Stdn who in his paper touched on a wide range of mang ques-
tions. He analyzed the relationship of geopolificgl national interests, the problem of
indebtedness, the relationship of geopolitics arl impending trade war, geopolitics
and power economic interests, geopolitics and gnietgrests, geopolitics and European
integration. He stressed that it is no longer fadegb divide geopolitics into economics,
power interests, military interests, etc. Geopwgithas become an integrator of all the
interests and objectives of the modern societyctitieally opposes the use of statistically
average economic indicators such as average wage, iG purchasing power parity,
average inflation and average income, which, gitenhuge increase in polarization of
society, is no longer an effectual indicator anéglaot reflect the immense complexity
of internal architecture of the society. He urgkd heed to give EU member states the
opportunity to reach the common objective in degfgrways.

In the following discussion, several participagts/e their comments and questions
regarding, in particular, the position of Chinathe world economy, the issues of the
struggle for resources, of using electric cars thied ecological footprint, the restructur-
ing of the energy sector, etc. Subsequently, speaksponded to these comments and
guestions.

The final word belonged to R. Sivak, EUBA’s Viced&or, who thanked both exter-
nal and internal participants of the conferencel 8n M. Obadi, who stated that the
authors’ team of the monograph expects next yea&xpdore new topical economic is-
sues in the world as well.

For the sake of completeness, we provide briefrimation about the presented scien-
tific monograph as well as other papers that wetepnesented during the conference —
either for the absence of the authors, due to limiéations respectively — although they
are part of the monograph.

Scientific monograptThe Development and Perspectives of the World Eogno
Positive Economic Outlook and Impending Trade \igaprepared in cooperation with
five VEGA projects. Thirteen authors, ten of thenoni the EU SAV and by one author
from the Ministry of Foreign Affairs of the SlovaRepublic (MZVaEZ SR), UEaM
EUBA and NHF EUBA, participated in the preparatidimne monograph is thematically
structured into three blocks and eleven chaptérs.fifst block, examining the develop-
ment of the global economy, includes five chaptarglyzes the development of global
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output and trade, the macroeconomic developmetiireé key economic centres within
developed countries (EU, US and Japan), as wélleamfluence of the G20 countries in
the global economy. The second block of the momaigdeals with the development of
selected emerging countries; three chapters anagzelopments in three countries of
BRICS - China, Russia and India. In the final thitdck of the monograph, the authors
in three chapters examined selected actual glaihlr@gional issues at the geopolitical
and economic level, and their impact on the glaganomy.

In addition to the presentations of the papersSofM. Obadi (second chapter
The Development of Global Outpuas co-authored with Matej Kiek) and B. HoSoff,
the first block contains chapters devoted to theerit developments in the EU and the
G20 group.

The chapteEuropean Union — Continuing Expansion and Incregsigncertainty
(third chapter) was prepared by Vanda Vaskova. rigtted that despite the slight slow-
down, the economic recovery has continued. Strawgviln promotes favorable labor
market developments. Despite the improvement, hewepublic and private sector
indebtedness and foreign indebtedness remain Jaaipelve the pre-crisis level in many
member countries and reduce their resistance tenpiat adverse shocks. The author
observes the European Central Bank’s approach. rsjar challenge for fiscal sustain-
ability in the medium to long-term, she considegs-gelated costs. In this context, she
points to the need for reforms in the area of parsand health care. She discusses the
issue of Brexit, the strengthening of the foundaiof the Economic and Monetary
Union (EMU), the modernization of EU public finascand the EU budget for the
future. She stresses that further reforms at batiomal and EU levels are necessary
to ensure the stability of the financial system #h&lresilience of the EMU. On the side
of the risks of further growth, she refers mairdynegotiations of Brexit and the increase
in global protectionism.

The title of the fifth chapter ishe Impact of G20 Countries on the Global Economy:
Genesis and Group Perspectivés this chapter, Ingrid Brockova (MZVaEZ SR) in-
forms about the informal G20 group, which is congzbsf nineteen economically de-
veloped countries, emerging countries and countifegfie EU, and notes that the G20
played a key role in restoring and stabilizing ¢fhebal market after the global financial
and economic crisis. The author approaches therigiat context and causes of the for-
mation of the G20 group, its objectives, perspestiimanagement system as well as the
sector orientation of its focus. She concludesctiapter by stating that, given the success-
ful management of the global crisis and the commiguelevance, the G20 has the poten-
tial to remain the decisive forum for internatioeabnomic cooperation in the future.

In the sixth chaptefhe Stabilization of the Growth of the Chinese Broy Danes
Brzica and Jaroslav Vokoun says that the Chinesaauy has long been characterized
by high economic growth. The development has gotdistinct and new characteristics
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over the past years — the change of the constititid changing US approach to this
country, while it has begun to introduce trade sans against China since 2018. The
authors focus on selected macroeconomic indicatbte Chinese economy, examine
the economic development of China, its monetarycpplforeign trade relations and
investment abroad, the role of state investmentisufioreign trade between Slovakia
and China and social development. They point togtmwth of urbanization and the
construction of the network of the so-called gre#ies, education, science and techno-
logy, the environment, transport and energy, anthis context they draw attention to
the fact that environmental pollution remains abpem and a challenge for the whole of
society. They analyze the administration of thentgy economic policy and regulation.
They conclude that the stable development of th@e&3le economy has a positive effect
on the world economy and vice versa. The majorlehgés in the medium term include
the problem related to the dilemma of gradual lahdostitution by industrial robots due
to rising wage levels and the rapid developmertohnologies. The risks of the deve-
lopment will include, according to them, the leeélcountry’s indebtedness (as a conse-
guence of the previously liberated monetary poli@d especially the changes in the
trade policy of the US and China and the tradelvednwveen them.

In the seventh chapt&ussia — the Recovery of Economic Growth agairesBéck-
drop of Persisting Tensions in Relations with thesyWVeronika Hvozdikova and
Adrian Ondrow deal with the economic development of the Rus§iaderation. The
authors note that, in 2017, Russia’s economy coatrto recover from the recession to
which it fell in 2015-2016. From the external fagtomainly two aspects affected its
return to the growing trajectory — a more favorativelopment of oil prices and the
growth of the global economy. Internal factors utidd deepening macroeconomic sta-
bility, adequate stabilization actions within ecomo policy, continued liberalization of
monetary policy and solid domestic demand. Sigaificexpansion of the output was
hindered by the effects of the increasing tenslmetsveen Russia and the US and some
European countries. Therefore, the re-orientatibodoperation with closer markets in
the Asia region continued. The authors analyzestiected steps of macroeconomic
development, the political and economic contexteoise relations with the West (con-
tinuing de-dollarization and deoffshorization) amgtline the expected development of
the Russian economy. They include impending rap@hemic expansion and, in parti-
cular, the slow pace of diversification of the emmy (persisting dependency on energy
raw materials) to the group of internal risks. Ente factors are the continuing confron-
tation with the US and western states that havewamed new and stricter sanctions,
which, on the other hand, promotes deepening catiparwith China.

In the eight chapteindia: Problems with Achieving Inclusive Growth Bist,
Gabriela Dovéova deals with the development of the Indian econa@he notes that
India’s economic development in 2017 was affectgdhle two most significant reforms
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— demonetization and the introduction of a newkiaawn as a tax on goods and services
which replaced a large number of existing indireotes. Based on the IMF forecast,
India will be the fastest growing economy in SoAsia in 2018, with economic growth
driven mainly by growth in private consumption. @ova’ova points out that despite the
strong economic growth, the labor market lags fehitd economic outcomes. While
in recent years there has been a decline in wonpanrticipation in the labor market in
the country, the reduction in the share of chiloblaand the increase in the number of
employees with regular wages and salaries can bigiyedy evaluated. A major chal-
lenge for the future, according to the author, riesgéhe ability of the service sector to
create jobs, because, although this sector is kagrims of economic growth, it is not
dominant in terms of job creation. Key macroecormrhallenges include long-term
persistently high inflation expectations and prafdewith the deficit and public debt.
Ensuring inclusive growth in the country will recgii in particular, reforms in agricul-
ture where productivity remains at a very low level

In the end, we conclude that the presented sientonograph is already the twelfth
edition in the series of EU SAV publications on tlevelopment and perspectives of the
world economy. The monograph is intended not oolytlfie professional and entrepre-
neurial public but also for the students of therexuics of the second and third grade of
studies at the university.

Vladimir Gonda

The University of Economics in Bratislava
The Faculty of National Economy

Peter Adamovsky
Slovak Innovation and Energy Agency
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