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THE IMPACT OF EXTERNAL FACTORS
ON THE REAL SECTOR DEVELOPMENT
OF THE NORTHERN EUROPE NATIONAL ECONOMIES

BIIJINB SOBHIIMHIX ®ARTOPIB HA POSBUTRY PEAJIBHOI'O CERKTOPY
HAIIIOHAJIBHUX EKOHOMIK IIIBHIYHOI €BPOIIN

ANNOTATION

The article analyzes the state of the real sector of the econo-
mies of Northern Europe and factors that influence the formation
of their real sectors. The subject of the study is the structure and
dynamics of the real sector indicators. Countries such as the King-
dom of Sweden, the Kingdom of Norway and the Republic of Fin-
land in the period from 2015 to 2019 were selected for the study.
In order to provide a generalized description of the state of the
real sector of the country, it was decided to divide the analysis into
more detailed parts: it is started with the country's nominal GDP in
USD, nominal GDP in national currency and GDP per capita anal-
ysis, after that there is given the structure of GDP of each coun-
try and the components that ensure its growth are defined, then
moved to the assessment of the external factors™ impact on real
sectors of the economies by means of Granger casualty test re-
sults analysis where the dependent variable is the annual nominal
GDP of the countries, and the independent variables are the US
dollar exchange rate to the national currency, assets and liabilities
of international investment position, net international investment
position, public debt and export price change. The data is obtained
from the IMF statistical database for the period from 1990 to 2019.

Key words: real sector, external sector indicators, Northern
Europe, gross domestic product, saving-investment balance.

AHOTALIA

Y cratTi npoaHanisoBaHO CTaH pearibHOr0 CEKTOPY EKOHOMIK
MiBHiyHOI €Bponu Ta akTopw, WO BNAMBAKOTb HA (POPMYBaHHS iX
peanbHuX cekTopis. lNpeaMeTom AOCRIMKEHHS € CTPYKTYpa Ta AvHa-
Mika NOKa3HMKIB pearnbHOro cextopy. Ans gocnimkeHHs 6ynu obpaHi
Taki kpaiHu, sik Koponiscteo LUBeuis, KoponisctBo Hopaeris Ta Pec-
nybnika ®iHnsHaia B nepiog 3 2015 poky no 2019 pik. Ans Toro, wob
HafiaT! y3aranbHEHW OMUC CTaHy pearnbHOrO CEeKTopy KpaiH, Byno
BUPILLEHO pPO3ainuTW aHania Ha GinbLu AeTanbHi YaCTUHK: Po3noyaTo

3 aHanisy HomiHanbHoro BBI1 kpaiH, BupaxeHoro B gonapax CLUA,
HoMiHanbHoro BBI, BupaxeHoro B HauioHanbHiv Bantoti, Ta BBl Ha
AyLly HacerneHHs, nicna Lboro BU3Ha4aeTbes cTpykTypa BBIM kox-
HOI KpaiHy Ta BU3HAYalOTbCS KOMMOHEHTM, L0 3abe3nevytoTh oro
3pOCTaHHS, Jani HafarTbCs BUCHOBKY 3a aHani3oM 6anaHcy 3aolla-
keHb Ta iHBecTuUin LUBewii, Hopgerii Ta ®iHnaHaii, a nicns uporo
OLIIHIOETBCA BNIMB 30BHILLHIX (hakToOpiB HA peanbHUA CEKTOP EeKOHO-
MiK kpaiH MNiBHI4HOI €BpONM 3a AONOMOrOK0 aHanisy pesynsraris Tec-
TY NPUYMHHOCTI pernHopkepa, Ae 3aneXHOK 3MIHHOK € PiYHUIA HOMI-
HanbHWiA BB kpaiH B mnpa. gon. CLUA, a He3anexHUMK 3MiHHUMU
€: Kypc pgonapa CLUA o HauioHanbHOI BantoTh, akTyBu MixXHapOZHOT
iHBecTMUinHOI no3uuii B mnpa. gon. CLUA, nacueu MiXHapoaHoI iH-
BECTUUINHOI no3uuii B mnpa. gon. CLA, yucta mixHapogHa iHBec-
TULiHa no3wvuia B mnpa. gon. CLUA, nepxxasHui 6opr y % BBI1 Ta
3MiHa eKCropTHUX LiH kpaiH (%). [laHi oTpuMaHi i3 cTatncTuyHoi 6a3n
daHnx MixHapogHoro BantoTHoro cooHay 3a nepiog 3 1990 poky no
2019 pik. Tema JOCNIMKEHHS € aKTyanbHOK Ha CbOTOAHILUHIN AeHb,
a[bxe B peanbHOMY CEKTOPI KpaiH 30BHILUIHBOEKOHOMIYHA AiSNbHICTb
3 KOXHVM POKOM Biirpae Bce GiNbll 3HaYMMy porb, sika, B CBOK
Yyepry, He MOXe He 3anuwuTy 3a cobor MEBHi Hacmigky — Yu TO
MO3UTWBHI, YN HeraTueHi. Amke 3MiLHEHHS peanbHOro 0OGMiHHOrO
Kypcy Moxe 36inblumTi 6e3pobiTTs B KpaiHax, TakoX, MOXYTb ic-
HyBaT¥ 3B'A3KN MK NPSMUMU iHO3EMHUMM IHBECTULISIMU, BIOKPUTIC-
TIO TOpriBfi T2 EKOHOMIYHUM 3POCTaHHAM KpaiH. OfHak, Len Brnvs
Oyae cunbHiWMM, Konu kpaiHa Oyae GinbLu BiAKPUTOW ANt 30BHILL-
HbOTOProBeNbHOI AiANbHOCTI. BonatunbHicTe 06MIHHKMX KypciB Mae
HeraTVBHWIA BNSMB HA €KOHOMIYHE 3pocTaHHs. B poboTi BUKopuc-
TOBYIOTbCA 3aranbHOHAYKOBI METOAMW: HaykoBa abcTpakuisi, nopis-
HAMBHUIA METOZ, METOA, aHani3y Ta CUHTE3y, cucTeMaTu3allis Ta y3a-
rafibHeHHs, METO pPO3paxyHky, NobyaoBa BEKTOPHOI aBTOPErpecii.

KniouyoBi cnoBa: peanbHuii CEKTOp, NOKa3HUKN 30BHILLHBOMO
cekTopy, [MiBHiYHa €Bpona, BanoBuin BHYTPILLHI NpogykT, 6anaHc
3a0LLaaKeHb Ta iHBECTULN.

CBITOBE TOCMOOAPCTBO | MIXHAPOOHI EKOHOMIYHI BIDHOCKMHM



4

KnacnuHuii npuBaTHMIA yHiBEpCuTEeT

AHHOTALUA

B cTaTbe aHanuanpyeTcs COCTOsIHME pearibHOro CekTopa 3Ko-
Homuk CeBepHoii EBponbl 1 dhakTopel, Bustowwme Ha hopMmpoBa-
HMe X peanbHbIX CeKTOpoB. [TpeagMeToM nccneaoBaHus SBAseT-
CS CTPYKTYpa W AMHaMuKa rnokasaTenen peanbHoro cektopa. Ans
nccnenoBaHus 6binn BbIOpaHbl Takme cTpaHbl, kak Koponesctso
Llseums, Koponescteo Hopeerusi u Pecnybnuka ®uHnaHans B ne-
pvog ¢ 2015 roga no 2019 roa. nsa Toro, 4ToObl NpPeaocTaBUTL
06006LLeHHOe onucaHWe COCTOSIHWUSA pearibHOro CekTopa CTpaH,
ObINO pelleHo pasgenuTb aHanu3 Ha Gonee AeTanbHble YacTu:
ObINO HayaTo C aHanu3a HomuHanbHoro BBl cTpaH, BblpaxeH-
Horo B ponnapax CLUA, HomuHanbHoro BBI1, BbipaxkeHHOro B
HaumoHarbHol Bantote u BBl Ha gyuly HaceneHus, nocne aroro
onpegensietca cTpyktypa BBl kaxaon cTpaHbl U onpeaenstoTcs
KOMMOHEHTbI, obecneynBaroLLme ero pocT, a 3aTeM OLEHUBAETCS
BMSHWE BHELLHUX (DaKTOPOB Ha pearsibHbI CEKTOP 9KOHOMMKU, C
NMOMOLLbIO aHanm3a pesynbTaToB TeCcTa MPUYUHHOCTM [peHmxe-
pa, rae 3aBMCUMMOMN MepeMEeHHON ABMSETCH ro4OBON HOMWUHAsb-
HbIvi BBl cTpaH, a He3aBUCMMbIMY NEPEMEHHBIMUN SBMSIOTCA: KYpC
nonnapa CLUA k HauMoHanbHoM BantoTe, akTUBbI M MACCUMBbI MEX-
OYHapOAHOW MHBECTULIMOHHOWM MO3WLMK, YUCTas MexayHapoaHas
VHBECTULIMOHHAS MO3WLMS, TOCYAAPCTBEHHbIA [ONT U U3MEHEHWE
3KCMOPTHBIX UeH. [aHHble monyyeHbl M3 cTaTucTudeckon 6asbl
AaHHbix MB® 3a nepuog ¢ 1990 no 2019 roa.

KntoueBble cnoBa: peanbHbli CEKTOP, MOKa3aTeny BHELLUHERO
cekTopa, CeBepHasa EBpona, BanoBow BHYTPEHHWI NpoaykT, Oa-
naHc cbepexeHunii  UHBECTULUIA.

Introduction and the problem statement.
Sweden's economy is focused on the services sector
with the share of 65.4% [7], in the Norwegian
economy this segment is slightly less — 64%,
and Finland is the leader, as services account
for 69.1% of its GDP. The most industrialized
country is Norway — the industrial sector accounts
for 33.7% of GDP, followed by Sweden with 33%,
and in the Finnish economy the share of industry
is 28.2%. The smallest share in the economies
of Northern Europe is the agricultural sector: in
Finland it accounts for 2.7%, in Norway — 2.3%,
and only 1.6% in Sweden.

Nowadays, the stability of the real sector of
economies of the Nordic countries largely depends
on the state of foreign economic relations and
other external factors. And for this very reason,
an individual country should take measures to
prevent instability.

Analysis of recent research and publications.
In modern literature different scientists deal
with theoretical questions concerning external
sector and its influence on economic growth.
Some authors note that the components of
foreign economic activity can be a resource of
efficiency and growth, such as international trade
(Md. H. Ahamad [1]), the inflow of foreign direct
investment (R. Narula and A. Pineli [5]), flexible
exchange rates, depreciated exchange rates
(M. Kogid, R. Asid, J. Lily and V. Mulok [4])
and in some cases external debt. The country's
export orientation helps to improve the balance
of payments, investment provides access to
international markets, creates jobs, accumulates
capital, supplies technology and management
skills. Given the efficient use of external debt,
it can also contribute to growth, namely through
the direction of productive investment with a rate
of return that is higher than the interest rate on

debt. But, at the same time, all these components
of the external sector may adversely affect the
national economies. Not all exports can contribute
to economic growth equally, potential benefits are
not equal for investors from different countries of
origin, FDI can lead to capital outflows through
profits (Rodionova T.A. [6]), excessive devaluation
of the exchange rate can jeopardize financial
stability of banks and the borrower’s ability to
repay loans, excessive amounts and inefficient
external debt management can be a burden on the
economy. Thus, the impact of individual indicators
can be both positive and negative, which is due to
the characteristics of a country.

The purpose of the article. Identification of
external economic factors that influence the
formation of real sectors of the economies of the
Nordic countries.

Presentation of the main material. To compare
the size of their real sectors, it is necessary
to monitor the GDP of these countries. The
following were selected for analysis: nominal GDP
in national currency, nominal GDP in US dollars
and GDP per capita. Thus, the average value of
Sweden's GDP for 2015-19 is $529 billion, which
is 1.3 and 2.1 times more than the GDP of Norway
and Finland, respectively (Table 1). Sweden's
GDP grows until 2018, and next year decreases
by $27.2 billion, while, at the same time, GDP in
national currency grows throughout. This is due
to the depreciation of the Swedish krona against
the US dollar.

The dynamics of Norway's GDP, expressed both
in the national currency and in US dollars, is very
volatile: in some years the figure decreases, in
some — increases. In the case of Norway, there is
also an increase in GDP in the national currency,
and a decrease in US dollars, and the reason for
this is the same.

The situation is identical with the Finnish
economy, as the GDP, calculated in euros, grows
throughout the period, but in 2019 it decreased
by 1.7% in US dollars. And the depreciation of
the euro against the US dollar this year was 2.3%.

It is possible to look at GDP from another point
of view, namely to analyze GDP per capita, and in
this case the leader is Norway, because the average
value of the figure is 75.5 thousand US dollars per
person, which is 1.5 times more the average value
of Sweden (52.7 thousand US dollars) and 1.6 times
than in Finland (46.3 thousand US dollars). Now
it is necessary to analyze in more detail the real
sector of each of the countries with its features.

Sweden's small, open and competitive economy
has reached a high standard of living thanks to
a combination of free market capitalism and high
social benefits. Forest, hydropower and iron ore
are the resource base of the productive economy,
which relies heavily on foreign trade. Exports,
including engines and other machinery, vehicles
and telecommunications equipment, account for
more than 44% of GDP. In the short and medium
term, Sweden's economic challenges include the
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Table 1
Comparing of GDP of Sweden, Norway and Finland for 2015—19
| 2015 | 2016 [ 217 | 2018 | 2019
Sweden
GDP, bln. of national currency 4260 4415 4625 4828 5022
GDP, bln. of USD 503,65 515,74 540,6 556,07 528,9
GDP per capita, USD 51545 51965 53792 54589 51610
Norway
GDP, bln. of national currency 3111 3098 3295 3530 3549
GDP, bln. of USD 385,8 368,8 398,4 434,2 417,6
GDP per capita, USD 74355 70459 75497 81735 75420
Finland
GDP, bln. of national currency 211,4 217,5 225,9 233,7 240,6
GDP, bln. of USD 232,97 239,11 252,9 274,2 269,6
GDP per capita, USD 42785 43784 46316 50021 48654

Source: [2; 3; 8]

provision of affordable housing and the successful
integration of migrants into the labor market [7].

It is possible to compare the structure of
Sweden's GDP in 2015 and 2019. In 2015,
consumption accounted for 71.8% of GDP, with
private consumption accounting for the majority
part (46.1%), and investment accounted for
24.4% . That is, domestic demand was then 96.2%
of GDP, and only 3.8% — accounted for external.
Already in 2019, the share of consumption
decreases by 0.6%, as investment increased by
0.8%, but net exports also decreased — from
3.8% to 3.6%.

That is, you can specify which components
are the main drivers of GDP growth. In 2015,
Sweden's nominal GDP growth (expressed in
Swedish krona) was 3.6% , with 3.1% provided by
consumption, 1.2% by investment growth, while
net exports, by contrast, decreased by 0.6%.
Already in 2019, 4% GDP growth was provided
by 2.3% consumption growth and 1.5% — by net
exports, but investment accounted for only 0.2%.

The Swedish economy on average in
2015-19 saved 28.1% of GDP and invested —
25.2%, i.e. the first component exceeds the rate
of investment. Therefore, the balance of savings
and investments of Sweden for all observed period
is positive — an average of 2.9% of GDP. This
indicator grew strongly in 2019 — from 2.4% to
4.2% , which can be explained by a decrease in the
share of investment by 0.8% and a simultaneous
increase in savings of 1.1%. If one’s take into
account the fact that the share of investment is one
of the main determinants of the economic cycle, it
can be noted that by 2019 the economy had grown.

Norway has a stable economy with an active
private sector, a large public sector and an
extensive social protection network. The country
is rich in natural resources such as oil and gas,
fish, forests and minerals. Norway is a leading
producer and second largest exporter of seafood
after China. The government manages the
country's oil resources through broad regulation.
According to official national estimates, the oil
sector provides about 9% of employment, 12%

of GDP, 13% of government revenues and 37%
of exports. Norway is one of the world's leading
oil exporters. Domestic electricity production
in Norway is almost entirely dependent on
hydropower. The Norwegian economy is adjusting
to lower energy prices, which demonstrated
the growth of labor force participation and
employment in 2017 [7].

Comparing the components of Norway's GDP
with Sweden, it can be seen that the share of
consumption is on average 3.4% less in Norway,
because in its economy the share of investment
averages 28% (in Sweden — 25.2%), and net
exports — 3, 8% (0.8% more). This is in terms
of average indicator, but comparing the dynamics
for 2015 and 19, it could be said that the share
of consumption (44.8% of which is private
consumption, and 24.4% - public) in Norway
increased by 2.5% , the share of investment —
also by 2.5%, but the share of net exports, by
contrast, decreased — by 4% . This fact explains
the decrease in the growth rate of nominal GDP
of Norway (expressed in national currency) in
2019, which amounted to 0.5%.

Regarding saving-investment balance of
Norway, its value on average in 2015-19 was
5.7% of GDP, i.e. almost 2 times more than in the
case of Sweden. The average value of Norway's
savings is 33.7% and investments — 28% of GDP.
Compared to 2015, in 2019 the share of savings
decreased by 2.7% of GDP, and the share of
investment increased by 1.5%. Thus, in contrast
to Sweden, Norway has seen economic growth
since 2018.

Finland is characterized by a highly industrial,
mostly free market economy. Historically, it has
been competitive in manufacturing, especially
in the woodworking, metallurgy, engineering,
telecommunications and electronics industries.
Finland excels in technology exports as well as
the promotion of information and communication
startups, games, clean technologies and biotechno-
logies. With the exception of wood and a few
minerals, Finland is dependent on imports of
raw materials, energy and some components



KnacnuHuii npuBaTHMIA yHiBEpCuTEeT

Table 2

Granger causality test for nominal GDP and external sector indicators of Finland,
Norway and Sweden

Country Dsgfilzt%?g ' Asset_iip | Liab_iip Niip e Exch Exp_price | Public_debt
Sweden 0,65 (0,42) | 0,63 (0,43) | 0,65 (0,42) | 2,43 (0,12) (o,%gf**) 0,7 (0,4)
Norway GDP_nom | 2,35 (0,13) | 1,94 (0,16) | 0,08 (0,78)| 2 (0,16) | 3,55 (0,06%)| 0,66 (0,42)
Finland 3,59 (0,06%) | 6,38 (0,01%%) (0,%’053**) 0,01 (0,93) | 0,01 (0,94) | 1,3 (0,25)

Source: compiled by the author

for industrial goods. Due to the cold climate,
agricultural development is limited to supporting
self-sufficiency in basic products. Forestry,
which is an important export sector, provides
secondary employment for the rural population.
The main challenges for the Finnish economy in
this aspect are the reduction of high labor costs
and increasing demand for its exports [7].

The share of consumption in Finland in
2019 was 75.4% of GDP, which is 3.4% less than
in 2015. Of these, 75.4%, 52.4% — goes to private
consumption, and the other 283% — to public. The
share of investment, by contrast, increased by
2.5%. If in 2015 net exports amounted to -0.6%
of GDP, i.e. it was negative, and in 2019 it reached
0.3% of GDP. That is, on average, the share of
Finnish consumption exceeds that of Norway and
Sweden, which cannot be said for the share of
investment and net exports.

Talking about the main components that
ensured the growth of nominal GDP in Finland of
3% (expressed in euros) in 2019, it can be noted
that the engines are consumption (growth rate is
1.8%) and net exports (growth rate — 1.4%), and
the investment rate is -0.4%.

The balance of savings and investments of
Finland, in contrast to Sweden and Norway, has
been negative over the years, i.e. Finland invests
more than it saves.

But in 2019, this figure increased slightly —
from -1.9% in 2018 to -0.6% of GDP. The average
share of savings is 22.7% of GDP and investment —
23.7% . And these two figures are lower than for
the other two countries. By 2018, the share of
investment relative to GDP had grown, i.e. the
Finnish economy had grown.

Now it is necessary to find out which of the
indicators of the external sector plays the greatest
role in the formation of the real sector of the
economies of Northern Europe. To do this, it was
decided to conduct a Granger causality test for
Finland, Norway and Sweden (Table 2).

The dependent variable is the nominal
GDP of billions of US dollars (GDP_nom),
and independent variables are assets of the
international investment position in billions of US
dollars (Asset_iip), liabilities of the international
investment position in billions of US dollars
(Liab_iip), net international investment position
in billions of US dollars (Niip), the exchange rate

of the US dollar to national currencies (Exch),
changes in export prices (Exp_ price) and public
debt in % of GDP (Public_debt).

The results showed that in the case of Sweden,
of all the above indicators, its real sector
is affected only by changes in export prices
(Prob. = 0.00). Speaking of Norway, there is also
a significant relationship in this case between
the country's nominal GDP and the change in
export prices, as Prob. = 0.06. And in Finland
the main influence is made by indicators of
the international investment position: assets
(Prob. = 0.06), liabilities (Prob. = 0.01) and a net
international investment position (Prob. = 0.00).

Conclusions. Thus, having analyzed the real
sector of the economies of Northern Europe, it
could be noted that all three countries are post-
industrial, as the share of the services sector in
GDP is more than 60%, and in the case of Finland
it is almost 70% . Norway is the most industrialized
country. In terms of nominal GDP, the largest real
sector belongs to Sweden, and based on the GDP
per capita indicator — already belongs to Norway.
Consumption occupies the largest share in the GDP
of all three countries (Finland is the leader). If it is
talked about the components that are the engines of
GDP growth, then for Sweden — it is consumption
and net exports, for Norway — consumption and
investment (net exports, by contrast, are declining),
and for Finland — consumption and net exports.
The balance of savings and investments for Sweden
and Norway for the whole period was positive, but
in Sweden in 2019 it increased, and in Norway —
vice versa. In Finland, the balance is negative for
all observed period. Regarding the results of the
Granger causality test, the main impact on the real
sector of the Swedish and Norwegian economies is
provided by indicators of changes in export prices,
and in Finland — by indicators of the international
investment position.
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