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Abstract

This study explores and documents the patterns of productivity growth in Slovakia

from 1995 until 2019. By doing so we identify the drivers of its rapid growth prior to

the financial crisis but also the factors contributing to its economic slowdown since

then. As of today, Slovakia faces the risk of falling into the middle-income trap.

While structural changes, such as labor reallocation between sectors, played a lim-

ited role in productivity growth, improvements within sectors, particularly through

foreign direct investment in manufacturing, were crucial during the countryôs tran-

sition to a market economy. However, the current high reliance on manufacturing,

specifically automotive, poses risks of premature deindustrialization due to automa-

tion and the shift towards electromobility. The business demography in Slovakia is

dominated by small firms, and the widening gap between large and small firms may

affect value-added creation. Despite high business dynamism, declining productiv-

ity growth suggests a need for a more dynamic business environment. Productivity

developments vary across sectors, with some experiencing significant declines.

Addressing the disparities in productivity among firms and sectors, improving mar-

ket concentration, and implementing necessary reforms are crucial for reversing

the negative resource allocation and fostering productivity growth in Slovakia.
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Non-technical Summary
After experiencing strong economic growth before the Global Financial Crisis, Slovakiaôs growth model

began to falter, and the countryôs progress in catching up to the living standards of advanced EU countries

came to a near standstill. This slowdown was even more pronounced than that of Slovakiaôs peers in

the V4. Therefore, Slovak policymakers are increasingly concerned about the stagnating convergence

and the risk of falling into the middle-income trap. Weaker long-term economic growth can primarily be

attributed to a slowdown in productivity, with the decline in TFP growth serving as the main cause of

weaker productivity.

Given Slovakiaôs rapid transition to a market economy, we explored to what extent structural change

contributed to Slovakiaôs high productivity growth in the earlier periods of transformation and whether it

could also explain the subsequent productivity slowdown once the transition was completed. However,

structural change measures such as labor reallocation between sectors of the economy cannot explain

the productivity slowdown in Slovakia, as it contributed little to aggregate productivity growth between

1995 and 2019. On the contrary, the fall in within-sector productivity growth in recent years was partly

offset by labour reallocation to more productive sectors.

A possible partial explanation for the low impact of sectoral reallocation in V4 countries (with the excep-

tion of Poland to some extent) is that CEE economies inherited a relatively complex industrial structure

from the centrally planned economy era. Despite this, their firms were less technologically advanced

and less competitive than their Western counterparts. Therefore, the main driver of productivity growth

during the transition was not sectoral changes but productivity improvements within sectors, particularly

FDI-led improvements in manufacturing. As Slovakia (and other V4 economies) already resemble their

Western European counterparts in terms of the high complexity of production, there is little scope for

sectoral reallocation to kickstart productivity growth. On the contrary, the high reliance on manufactur-

ing, particularly automotive, presents the risk of premature deindustrialization related to automation and

the shift towards electromobility.

The Slovak business demography is dominated predominantly by very small firms, even in comparison

to other European countries. Despite their share in the total number of firms and their sizable role in

employment, firms with less than 10 employees have a limited role in value-added creation. On the

other hand, firms with more than 250 employees generate a relatively high share of total value added.

Not only is the gap between the largest and smallest firms in Slovakia relatively large, but it has also

been increasing over time. Slovakiaôs growth model, based on foreign direct investment, manifests itself

in a relatively strong role of foreign-owned firms in its business demography, even when compared to

its V4 peers. Like other V4 countries, Slovakiaôs business dynamism is high but declining. The less dy-

namic business environment in Slovakia may be a contributing factor to the declining productivity growth.

However, the developments in Slovakia are not at odds with those of other V4 countries, so the slow-

down of business dynamism is unlikely to explain the unfavorable aggregate productivity developments

in Slovakia relative to its peers.

Productivity developments within individual sectors have been quite heterogeneous. Prior to the financial

crisis, agriculture, industry, construction, professional services, and wholesale and retail recorded all

relatively fast productivity growth, but it has since slowed down significantly or even turned negative.

The information and communications sector displayed weak productivity growth even before the crisis

and has declined further. Productivity in the arts, entertainment, and recreation sector has experienced



a significant decline in recent years. Public services, on the other hand, have grown moderately over

the whole period. The financial sector experienced a significant decline in labor productivity prior to the

crisis, and while it has recovered, it has fallen short of the performance of the Polish and Czech financial

sectors. The real estate sectorôs productivity was slowly declining until 2015, and since then, it has grown

modestly.

Furthermore, several sectors exhibit the highest dispersion in labor productivity among the V4 countries

and Germany. The disparity in productivity between the leading and lagging firms is not only significant,

but it has also increased during the last decade, which contrasts with other V4 countries. This highlights

the pressing need to improve the productivity growth of median and laggard firms. However, even the

firms at the very forefront (99th percentile) display signs of declining productivity growth, suggesting

exhaustion of their productivity growth model based on foreign technological imports and their role in

globalized value chains. While there is still room for improvement in the concentration of the Slovak

market, its contribution to productivity developments is ambiguous. It is also essential to understand

why only the manufacturing sector presents positive resource reallocation, resembling the behavior of

the developed sector in Western Europe, and to undertake sufficient reforms to reverse the negative

resource allocation demonstrated by some sectors.
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�O�L�Q�N�H�G �Y�R�O�X�P�H�V�� �7�K�X�V�� �L�Q �W�K�H �I�R�O�O�R�Z�L�Q�J �G�H�F�R�P�S�R�V�L�W�L�R�Q�V�� �W�R�W�D�O �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K�� �D�V �Z�H�O�O �D�V �W�K�H �L�Q�G�L�Y�L�G�X�D�O
�F�R�Q�W�U�L�E�X�W�L�R�Q�V�� �Z�H�U�H �U�H�V�F�D�O�H�G �W�R �P�D�W�F�K �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �E�D�V�H�G �R�Q �*�'�3��

�6�W�\�O�L�V�H�G �I�D�F�W�V �R�I �6�O�R�Y�D�N �3�U�R�G�X�F�W�L�Y�L�W�\ �D�Q�G �%�X�V�L�Q�H�V�V �'�H�P�R�J�U�D�S�K�\ ���������� �� ����������j
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�)�L�J�X�U�H ������ �&�K�D�Q�J�H �L�Q �U�D�W�L�R�V �R�I �V�H�F�W�R�U�D�O �S�H�U �K�R�X�U �Z�R�U�N�H�G �S�U�R�G�X�F�W�L�Y�L�W�L�H�V �W�R �D�J�J�U�H�J�D�W�H �S�U�R�G�X�F�W�L�Y�L�W�\ �E�H�W�Z�H�H�Q
�������� �D�Q�G ��������

�6�R�X�U�F�H�� �(�X�U�R�V�W�D�W�� �R�Z�Q �F�D�O�F�X�O�D�W�L�R�Q�V

�1�R�W�H�� �$ �$�J�U�L�F�X�O�W�X�U�H�� �I�R�U�H�V�W�U�\ �D�Q�G �I�L�V�K�L�Q�J�� �%���( �,�Q�G�X�V�W�U�\ ���H�[�F�H�S�W �F�R�Q�V�W�U�X�F�W�L�R�Q���� �) �&�R�Q�V�W�U�X�F�W�L�R�Q�� �*���, �:�K�R�O�H�V�D�O�H �D�Q�G �U�H�W�D�L�O �W�U�D�G�H��

�W�U�D�Q�V�S�R�U�W�� �D�F�F�R�P�P�R�G�D�W�L�R�Q �D�Q�G �I�R�R�G �V�H�U�Y�L�F�H �D�F�W�L�Y�L�W�L�H�V�� �- �,�Q�I�R�U�P�D�W�L�R�Q �D�Q�G �F�R�P�P�X�Q�L�F�D�W�L�R�Q�� �. �)�L�Q�D�Q�F�L�D�O �D�Q�G �L�Q�V�X�U�D�Q�F�H �D�F�W�L�Y�L�W�L�H�V�� �/

�5�H�D�O �H�V�W�D�W�H �D�F�W�L�Y�L�W�L�H�V�� �0�B�1 �3�U�R�I�H�V�V�L�R�Q�D�O�� �V�F�L�H�Q�W�L�I�L�F �D�Q�G �W�H�F�K�Q�L�F�D�O �D�F�W�L�Y�L�W�L�H�V�� �D�G�P�L�Q�L�V�W�U�D�W�L�Y�H �D�Q�G �V�X�S�S�R�U�W �V�H�U�Y�L�F�H�� �2���4 �3�X�E�O�L�F

�D�G�P�L�Q�L�V�W�U�D�W�L�R�Q�� �G�H�I�H�Q�F�H�� �H�G�X�F�D�W�L�R�Q�� �K�X�P�D�Q �K�H�D�O�W�K �D�Q�G �V�R�F�L�D�O �Z�R�U�N �D�F�W�L�Y�L�W�L�H�V�� �5���8 �$�U�W�V�� �H�Q�W�H�U�W�D�L�Q�P�H�Q�W �D�Q�G �U�H�F�U�H�D�W�L�R�Q�� �R�W�K�H�U

�V�H�U�Y�L�F�H �D�F�W�L�Y�L�W�L�H�V��

�K�D�Q�G�� �U�H�O�D�W�L�Y�H �S�U�R�G�X�F�W�L�Y�L�W�\ �G�U�R�S�S�H�G �P�D�V�V�L�Y�H�O�\ �L�Q �I�L�Q�D�Q�F�L�D�O �D�Q�G �L�Q�V�X�U�D�Q�F�H �D�F�W�L�Y�L�W�L�H�V �D�V �Z�H�O�O �D�V �U�H�D�O �H�V�W�D�W�H

�D�F�W�L�Y�L�W�L�H�V�� �,�Q �������� �W�K�H�V�H �V�H�F�W�R�U�V �K�D�G �P�X�F�K �K�L�J�K�H�U �U�H�O�D�W�L�Y�H �S�U�R�G�X�F�W�L�Y�L�W�\ �W�K�D�Q �L�Q �*�H�U�P�D�Q�\ �R�U �R�W�K�H�U �9��

�F�R�X�Q�W�U�L�H�V�� �+�R�Z�H�Y�H�U�� �W�K�H �U�H�O�D�W�L�Y�H �S�U�R�G�X�F�W�L�Y�L�W�\ �R�I �W�K�H �U�H�D�O �H�V�W�D�W�H �V�H�F�W�R�U �U�H�P�D�L�Q�V �W�K�H �K�L�J�K�H�V�W �L�Q �W�K�H �9���� �D�O�E�H�L�W

�O�R�Z�H�U �W�K�D�Q �L�Q �*�H�U�P�D�Q�\�� �2�Q �W�K�H �F�R�Q�W�U�D�U�\�� �W�K�H �U�H�O�D�W�L�Y�H �S�U�R�G�X�F�W�L�Y�L�W�\ �R�I �I�L�Q�D�Q�F�L�D�O �D�Q�G �L�Q�V�X�U�D�Q�F�H �D�F�W�L�Y�L�W�L�H�V �W�U�D�L�O�V

�Q�R�Z �W�K�R�V�H �L�Q �*�H�U�P�D�Q�\ �D�Q�G �W�K�H �U�H�P�D�L�Q�L�Q�J �9�� �F�R�X�Q�W�U�L�H�V��

�+�R�Z �T�X�D�Q�W�L�W�D�W�L�Y�H�O�\ �L�P�S�R�U�W�D�Q�W �Z�H�U�H �W�K�H�V�H �V�W�U�X�F�W�X�U�D�O �F�K�D�Q�J�H�V �L�Q �W�H�U�P�V �R�I �D�J�J�U�H�J�D�W�H �S�U�R�G�X�F�W�L�Y�L�W�\ �G�H�Y�H�O��

�R�S�P�H�Q�W�V�" �7�R �D�Q�V�Z�H�U �W�K�L�V �T�X�H�V�W�L�R�Q�� �Z�H �I�R�O�O�R�Z �0�F�0�L�O�O�D�Q �D�Q�G �5�R�G�U�L�N ������������ �D�Q�G �G�H�F�R�P�S�R�V�H �W�K�H �D�J�J�U�H��

�J�D�W�H �O�D�E�R�X�U �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �L�Q�W�R �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �Z�L�W�K�L�Q �L�Q�G�L�Y�L�G�X�D�O �H�F�R�Q�R�P�L�F �V�H�F�W�R�U�V �D�Q�G �V�W�U�X�F�W�X�U�D�O

�F�K�D�Q�J�H�� �,�Q �W�K�H �F�D�V�H �R�I �W�K�H �I�R�U�P�H�U �J�U�R�Z�W�K �L�V �D�F�K�L�H�Y�H�G �W�K�U�R�X�J�K �F�D�S�L�W�D�O �D�F�F�X�P�X�O�D�W�L�R�Q�� �W�H�F�K�Q�R�O�R�J�L�F�D�O �L�P��

�S�U�R�Y�H�P�H�Q�W�V�� �R�U �U�H�G�X�F�W�L�R�Q �R�I �P�L�V�D�O�O�R�F�D�W�L�R�Q �Z�L�W�K�L�Q �L�Q�G�L�Y�L�G�X�D�O �V�H�F�W�R�U�V�� �7�K�H �O�D�W�W�H�U �F�D�S�W�X�U�H�V �W�K�H �P�R�Y�H�P�H�Q�W �R�I

�O�D�E�R�X�U �I�U�R�P �O�H�V�V �W�R �P�R�U�H �S�U�R�G�X�F�W�L�Y�H �V�H�F�W�R�U�V�� �)�R�U�P�D�O�O�\�� �W�K�L�V �F�D�Q �E�H �G�H�V�F�U�L�E�H�G �Z�L�W�K �W�K�H �I�R�O�O�R�Z�L�Q�J �H�T�X�D�W�L�R�Q��

� Yt =
nX

i � 1

� i;t � k � yi;t +
nX

i � 1

yi;t � � i;t : ������

�Z�K�H�U�HYt �D�Q�Gy( i;t ) �U�H�I�H�U �W�R �D�J�J�U�H�J�D�W�H �D�Q�G �V�H�F�W�R�U���V�S�H�F�L�I�L�F �O�D�E�R�X�U �S�U�R�G�X�F�W�L�Y�L�W�\ �O�H�Y�H�O�V �U�H�V�S�H�F�W�L�Y�H�O�\ �D�Q�G� ( i;t )

�G�H�Q�R�W�H�V �W�K�H �H�P�S�O�R�\�P�H�Q�W �V�K�D�U�H �R�I �V�H�F�W�R�Ui �� �7�K�H� �R�S�H�U�D�W�R�U �F�R�U�U�H�V�S�R�Q�G�V �W�R �W�K�H �F�K�D�Q�J�H �L�Q �S�U�R�G�X�F�W�L�Y�L�W�\ �R�U

�H�P�S�O�R�\�P�H�Q�W �V�K�D�U�H�V �E�H�W�Z�H�H�Q �S�H�U�L�R�G�Vt �D�Q�Gt � k�� �7�K�X�V�� �W�K�H �I�L�U�V�W �W�H�U�P �R�I �W�K�H �H�T�X�D�W�L�R�Q �F�D�S�W�X�U�H�V �W�K�H �J�U�R�Z�W�K

�L�Q �S�U�R�G�X�F�W�L�Y�L�W�\ �R�U�L�J�L�Q�D�W�L�Q�J �I�U�R�P �Z�L�W�K�L�Q �W�K�H �V�H�F�W�R�U�V�� �Z�K�L�O�H �W�K�H �V�H�F�R�Q�G �W�H�U�P �U�H�S�U�H�V�H�Q�W�V �V�W�U�X�F�W�X�U�D�O �F�K�D�Q�J�H��

�7�K�H �R�E�V�H�U�Y�H�G �V�W�U�X�F�W�X�U�D�O �F�K�D�Q�J�H�V �R�Y�H�U �W�K�H �W�U�D�Q�V�L�W�L�R�Q �S�H�U�L�R�G�� �Z�L�W�K �W�K�H �Q�R�W�D�E�O�H �H�[�F�H�S�W�L�R�Q �R�I �3�R�O�D�Q�G�� �F�R�Q��

�6�W�\�O�L�V�H�G �I�D�F�W�V �R�I �6�O�R�Y�D�N �3�U�R�G�X�F�W�L�Y�L�W�\ �D�Q�G �%�X�V�L�Q�H�V�V �'�H�P�R�J�U�D�S�K�\ ���������� �� ����������j
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�)�L�J�X�U�H ������ �'�H�F�R�P�S�R�V�L�W�L�R�Q �R�I �D�Y�H�U�D�J�H �J�U�R�Z�W�K �L�Q
�O�D�E�R�X�U �S�U�R�G�X�F�W�L�Y�L�W�\ �S�H�U �K�R�X�U �Z�R�U�N�H�G

�6�R�X�U�F�H�� �(�X�U�R�V�W�D�W�� �R�Z�Q �F�D�O�F�X�O�D�W�L�R�Q�V��

�)�L�J�X�U�H ������ �5�H�O�D�W�L�Y�H �S�U�R�G�X�F�W�L�Y�L�W�\ �S�H�U �K�R�X�U �Z�R�U�N�H�G
�R�I �V�H�F�W�R�U�V �D�Q�G �W�K�H �F�K�D�Q�J�H �L�Q �W�K�H�L�U �V�K�D�U�H �L�Q �K�R�X�U�V
�Z�R�U�N�H�G �L�Q �6�O�R�Y�D�N�L�D ����������������������

�6�R�X�U�F�H�� �(�X�U�R�V�W�D�W�� �R�Z�Q �F�D�O�F�X�O�D�W�L�R�Q�V��

�1�R�W�H�� �7�K�H �V�L�]�H �R�I �F�L�U�F�O�H�V �U�H�S�U�H�V�H�Q�W�V �W�K�H �U�H�O�D�W�L�Y�H �V�K�D�U�H �R�I �V�H�F�W�R�U�V

�R�Q �W�R�W�D�O �K�R�X�U�V �Z�R�U�N�H�G��

�W�U�L�E�X�W�H�G �R�Q�O�\ �Q�H�J�O�L�J�L�E�O�\ �W�R �D�J�J�U�H�J�D�W�H �S�U�R�G�X�F�W�L�Y�L�W�\ �G�H�Y�H�O�R�S�P�H�Q�W�V �R�I �9�� �F�R�X�Q�W�U�L�H�V �R�Y�H�U �W�K�H ������������������ �S�H��

�U�L�R�G�� �)�L�J�X�U�H ���� �V�K�R�Z�V �W�K�H �G�H�F�R�P�S�R�V�L�W�L�R�Q�V �R�I �D�Y�H�U�D�J�H �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �L�Q�W�R �Z�L�W�K�L�Q���V�H�F�W�R�U �D�Q�G �E�H�W�Z�H�H�Q��

�V�H�F�W�R�U �F�R�P�S�R�Q�H�Q�W�V �I�R�U �9�� �F�R�X�Q�W�U�L�H�V �D�Q�G �*�H�U�P�D�Q�\�� �7�D�E�O�H�V �� �D�Q�G �� �L�Q �$�Q�Q�H�[ �� �U�H�S�O�L�F�D�W�H �W�K�H �G�H�F�R�P�S�R�V�L��

�W�L�R�Q�V �I�R�U �D�O�O �(�8 �F�R�X�Q�W�U�L�H�V ���D�V �Z�H�O�O �D�V �I�R�U �O�D�E�R�X�U �S�U�R�G�X�F�W�L�Y�L�W�\ �S�H�U �H�P�S�O�R�\�H�G �S�H�U�V�R�Q���� �$�P�R�Q�J �9�� �F�R�X�Q�W�U�L�H�V��

�V�W�U�X�F�W�X�U�D�O �F�K�D�Q�J�H �K�D�G �W�K�H �O�D�U�J�H�V�W �L�P�S�D�F�W �R�Q �3�R�O�L�V�K �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K�� �D�G�G�L�Q�J ������ �S���S�� �W�R �L�W�V �D�Y�H�U�D�J�H

�D�Q�Q�X�D�O �O�D�E�R�X�U �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �R�Y�H�U �W�K�H �Z�K�R�O�H �S�H�U�L�R�G�� �Z�L�W�K �W�K�H �F�R�Q�W�U�L�E�X�W�L�R�Q �E�H�L�Q�J �W�K�H �O�D�U�J�H�V�W �L�Q �W�K�H

�S�H�U�L�R�G �S�U�L�R�U �W�R �W�K�H �*�)�&�� �,�Q �*�H�U�P�D�Q�\ �D�V �Z�H�O�O �D�V �L�Q �R�W�K�H�U �9�� �F�R�X�Q�W�U�L�H�V�� �V�H�F�W�R�U�D�O �O�D�E�R�X�U �U�H�D�O�O�R�F�D�W�L�R�Q �K�D�G

�R�Q�O�\ �D �Q�H�J�O�L�J�L�E�O�H �H�I�I�H�F�W �R�Q �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K�� �/�R�R�N�L�Q�J �D�W �D�O�O �(�8 �F�R�X�Q�W�U�L�H�V�� �V�W�U�X�F�W�X�U�D�O �F�K�D�Q�J�H �K�D�G �D �Q�R�Q��

�Q�H�J�O�L�J�L�E�O�H �F�R�Q�W�U�L�E�X�W�L�R�Q �W�R �W�K�H �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �R�I �5�R�P�D�Q�L�D�� �%�X�O�J�D�U�L�D�� �D�Q�G �/�L�W�K�X�D�Q�L�D�� �2�Q �W�K�H �R�W�K�H�U �H�Q�G��

�V�H�F�W�R�U�D�O �O�D�E�R�X�U �U�H�D�O�O�R�F�D�W�L�R�Q �H�[�K�L�E�L�W�H�G �D �U�H�O�D�W�L�Y�H�O�\ �O�D�U�J�H �G�U�D�J �R�Q �,�U�L�V�K �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �R�Y�H�U �W�K�L�V �S�H�U�L�R�G��

�2�Y�H�U�D�O�O �V�W�U�X�F�W�X�U�D�O �F�K�D�Q�J�H ���R�U �D�W �O�H�D�V�W �L�W�V �P�D�Q�L�I�H�V�W�D�W�L�R�Q �W�K�U�R�X�J�K �O�D�E�R�X�U �U�H�D�O�O�R�F�D�W�L�R�Q �E�H�W�Z�H�H�Q �V�H�F�W�R�U�V�� �F�D�Q��

�Q�R�W �H�[�S�O�D�L�Q �W�K�H �S�U�R�G�X�F�W�L�Y�L�W�\ �V�O�R�Z�G�R�Z�Q �L�Q �6�O�R�Y�D�N�L�D�� �D�V �L�W �F�R�Q�W�U�L�E�X�W�H�G �O�L�W�W�O�H �W�R �D�J�J�U�H�J�D�W�H �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K
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�W�U�D�G�H �V�W�R�U�D�J�H �D�F�W�L�Y�L�W�L�H�V �F�R�P�P�X�Q�L�F�D�W�L�R�Q �D�F�W�L�Y�L�W�L�H�V �W�H�F�K�Q�L�F�D�O �V�H�U�Y�L�F�H

�D�F�W�L�Y�L�W�L�H�V �D�F�W�L�Y�L�W�L�H�V
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�7�D�E�O�H ���� �$�Y�H�U�D�J�H �O�D�E�R�U �S�U�R�G�X�F�W�L�Y�L�W�\ �U�D�W�L�R �I�R�U �����W�K�� �D�Q�G �����W�K���S�H�U�F�H�Q�W�L�O�H �I�L�U�P�V �E�H�W�Z�H�H�Q �������� �D�Q�G ���������� �D�O�R�Q�J �Z�L�W�K �L�W�V �G�L�I�I�H�U�H�Q�F�H ��� ��
�U�H�O�D�W�L�Y�H �W�R �W�K�H �V�D�P�H �U�D�W�L�R �E�H�W�Z�H�H�Q �������� �D�Q�G ���������� �7�K�H �J�U�H�H�Q �F�R�O�R�U �L�Q�G�L�F�D�W�H�V �D�Q �L�Q�F�U�H�D�V�H �L�Q �W�K�H �D�Y�H�U�D�J�H �S�U�R�G�X�F�W�L�Y�L�W�\ �U�D�W�L�R ��� > 0����
�Z�K�L�O�H �W�K�H �U�H�G �F�R�O�R�U �L�Q�G�L�F�D�W�H�V �D �G�H�F�U�H�D�V�H ��� < 0����

�6�O�R�Y�D�N�L�D �K�D�V �W�K�H �K�L�J�K�H�V�W �O�D�E�R�U �S�U�R�G�X�F�W�L�Y�L�W�\ �G�L�V�S�H�U�V�L�R�Q �L�Q �W�K�H �Z�K�R�O�H�V�D�O�H �D�Q�G �U�H�W�D�L�O �W�U�D�G�H �V�H�F�W�R�U �D�P�R�Q�J

�9�����*�H�U�P�D�Q�\ �F�R�X�Q�W�U�L�H�V�� �I�R�O�O�R�Z�H�G �E�\ �W�K�H �P�D�Q�X�I�D�F�W�X�U�L�Q�J �V�H�F�W�R�U�� �7�K�L�V �U�D�Q�N�L�Q�J �K�D�V �U�H�P�D�L�Q�H�G �X�Q�F�K�D�Q�J�H�G

�V�L�Q�F�H ���������� �,�Q �W�K�H �&�]�H�F�K �5�H�S�X�E�O�L�F�� �+�X�Q�J�D�U�\�� �D�Q�G �*�H�U�P�D�Q�\�� �W�K�H �U�H�D�O �H�V�W�D�W�H �D�F�W�L�Y�L�W�L�H�V �V�H�F�W�R�U �L�V �W�K�H �P�R�V�W

�G�L�V�S�H�U�V�H�G�� �,�Q �*�H�U�P�D�Q�\ �D�Q�G �W�K�H �&�]�H�F�K �5�H�S�X�E�O�L�F�� �W�K�L�V �L�V �I�R�O�O�R�Z�H�G �E�\ �Z�K�R�O�H�V�D�O�H �D�Q�G �U�H�W�D�L�O �W�U�D�G�H�� �Z�K�L�O�H

�L�Q �+�X�Q�J�D�U�\�� �L�W �L�V �I�R�O�O�R�Z�H�G �E�\ �D�G�P�L�Q�L�V�W�U�D�W�L�Y�H �D�Q�G �V�X�S�S�R�U�W �V�H�U�Y�L�F�H�V�� �,�Q �3�R�O�D�Q�G�� �W�K�H �P�R�V�W �G�L�V�S�H�U�V�H�G �V�H�F��

�W�R�U�V �D�U�H �D�G�P�L�Q�L�V�W�U�D�W�L�Y�H �D�Q�G �V�X�S�S�R�U�W �V�H�U�Y�L�F�H�V �D�Q�G �Z�K�R�O�H�V�D�O�H �D�Q�G �U�H�W�D�L�O �W�U�D�G�H�� �1�R�W�D�E�O�\�� �R�Q�O�\ �6�O�R�Y�D�N�L�D �K�D�V

�P�D�Q�X�I�D�F�W�X�U�L�Q�J �D�V �R�Q�H �R�I �W�K�H �W�R�S �W�Z�R �P�R�V�W �G�L�V�S�H�U�V�H�G �V�H�F�W�R�U�V��

�2�Y�H�U �W�K�H �S�D�V�W �Q�L�Q�H �\�H�D�U�V�� �W�K�H �G�L�V�S�H�U�V�L�R�Q �L�Q �P�D�Q�X�I�D�F�W�X�U�L�Q�J�� �Z�K�R�O�H�V�D�O�H �D�Q�G �U�H�W�D�L�O �W�U�D�G�H�� �U�H�D�O �H�V�W�D�W�H �D�F�W�L�Y�L��

�W�L�H�V�� �D�Q�G �D�G�P�L�Q�L�V�W�U�D�W�L�Y�H �D�Q�G �V�X�S�S�R�U�W �V�H�U�Y�L�F�H�V �K�D�V �L�Q�F�U�H�D�V�H�G�� �7�K�L�V �Z�L�G�H�Q�L�Q�J �J�D�S �L�Q �S�U�R�G�X�F�W�L�Y�L�W�\ �E�H�W�Z�H�H�Q

�I�U�R�Q�W�L�H�U �D�Q�G �O�D�J�J�D�U�G �I�L�U�P�V �L�Q�G�L�F�D�W�H�V �L�Q�V�X�I�I�L�F�L�H�Q�W �W�H�F�K�Q�R�O�R�J�\ �G�L�I�I�X�V�L�R�Q�� �(�D�F�K �9�����*�H�U�P�D�Q�\ �F�R�X�Q�W�U�\ �K�D�V �D�W

�O�H�D�V�W �R�Q�H �V�H�F�W�R�U �Z�L�W�K �L�Q�F�U�H�D�V�H�G �G�L�V�S�H�U�V�L�R�Q�� �E�X�W �6�O�R�Y�D�N�L�D �K�D�V �I�R�X�U �V�X�F�K �V�H�F�W�R�U�V�� �,�Q �6�O�R�Y�D�N�L�D�� �W�K�H �G�L�V�S�H�U��

�V�L�R�Q �L�Q�F�U�H�D�V�H�G �I�U�R�P �������� �W�R ���������� �Z�K�H�U�H�D�V �L�Q �R�W�K�H�U �F�R�X�Q�W�U�L�H�V�� �L�W �U�R�V�H �I�U�R�P �������� �W�R ���������� �7�K�L�V �V�X�J�J�H�V�W�V

�W�K�D�W �L�Q �6�O�R�Y�D�N�L�D�� �O�D�E�R�U �S�U�R�G�X�F�W�L�Y�L�W�\ �J�U�R�Z�W�K �L�V �S�U�H�G�R�P�L�Q�D�Q�W�O�\ �G�U�L�Y�H�Q �E�\ �I�U�R�Q�W�L�H�U �I�L�U�P�V�� �H�[�D�F�H�U�E�D�W�L�Q�J �W�K�H �J�D�S

�Z�L�W�K �O�D�J�J�L�Q�J �I�L�U�P�V�� �7�K�H�U�H�I�R�U�H�� �H�Q�K�D�Q�F�L�Q�J �S�U�R�G�X�F�W�L�Y�L�W�\ �L�Q �O�D�J�J�D�U�G �I�L�U�P�V �D�Q�G �L�P�S�U�R�Y�L�Q�J �U�H�D�O�O�R�F�D�W�L�R�Q �D�Q�G

�E�X�V�L�Q�H�V�V �G�\�Q�D�P�L�V�P �L�Q �W�K�H�V�H �V�H�F�W�R�U�V �V�K�R�X�O�G �E�H �D �S�U�L�R�U�L�W�\��

�&�R�Q�Y�H�U�V�H�O�\�� �W�K�H �O�R�Z�H�V�W �S�U�R�G�X�F�W�L�Y�L�W�\ �G�L�V�S�H�U�V�L�R�Q �L�V �R�E�V�H�U�Y�H�G �L�Q �W�K�H �W�U�D�Q�V�S�R�U�W�D�W�L�R�Q �D�Q�G �V�W�R�U�D�J�H �V�H�F�W�R�U �L�Q �6�O�R��

�Y�D�N�L�D�� �+�X�Q�J�D�U�\�� �D�Q�G �3�R�O�D�Q�G�� �,�Q �*�H�U�P�D�Q�\ �D�Q�G �W�K�H �&�]�H�F�K �5�H�S�X�E�O�L�F�� �W�K�H �F�R�Q�V�W�U�X�F�W�L�R�Q �V�H�F�W�R�U �K�D�V �W�K�H �O�R�Z�H�V�W

�G�L�V�S�H�U�V�L�R�Q�� �*�H�U�P�D�Q�\ �H�[�S�H�U�L�H�Q�F�H�G �D �Q�R�W�D�E�O�H �G�H�F�U�H�D�V�H �L�Q �O�D�E�R�U �S�U�R�G�X�F�W�L�Y�L�W�\ �G�L�V�S�H�U�V�L�R�Q �L�Q �W�K�H �Z�K�R�O�H�V�D�O�H

�D�Q�G �U�H�W�D�L�O �W�U�D�G�H �D�Q�G �D�F�F�R�P�P�R�G�D�W�L�R�Q �D�Q�G �I�R�R�G �V�H�U�Y�L�F�H �V�H�F�W�R�U�V�� �Z�L�W�K �U�H�G�X�F�W�L�R�Q�V �R�I ���������� �D�Q�G ������������ �U�H��

�V�S�H�F�W�L�Y�H�O�\�� �6�O�R�Y�D�N�L�D�¶�V �P�R�V�W �V�L�J�Q�L�I�L�F�D�Q�W �G�H�F�U�H�D�V�H�� �D�W ���������� �R�F�F�X�U�U�H�G �L�Q �W�K�H �S�U�R�I�H�V�V�L�R�Q�D�O�� �V�F�L�H�Q�W�L�I�L�F�� �D�Q�G

�W�H�F�K�Q�L�F�D�O �D�F�W�L�Y�L�W�L�H�V �V�H�F�W�R�U��

�:�H �H�[�S�O�R�U�H �W�K�H �H�Y�R�O�X�W�L�R�Q �R�I �S�U�R�G�X�F�W�L�Y�L�W�\ �L�Q �J�U�H�D�W�H�U �G�H�W�D�L�O �I�R�U �6�O�R�Y�D�N�L�D �E�\ �G�H�S�L�F�W�L�Q�J �W�K�H �P�H�G�L�D�Q �������W�K

�S�H�U�F�H�Q�W�L�O�H�� �D�Q�G �W�K�H �Y�H�U�\ �I�U�R�Q�W�L�H�U �I�L�U�P�V �������W�K �S�H�U�F�H�Q�W�L�O�H���� �L�Q �D�G�G�L�W�L�R�Q �W�R �W�K�H �I�U�R�Q�W�L�H�U �������W�K �S�H�U�F�H�Q�W�L�O�H�� �D�Q�G

�O�D�J�J�D�U�G �I�L�U�P�V �������W�K �S�H�U�F�H�Q�W�L�O�H���� �)�R�U �E�H�W�W�H�U �F�R�P�S�D�U�D�E�L�O�L�W�\�� �Z�H �Q�R�U�P�D�O�L�]�H�G �S�U�R�G�X�F�W�L�Y�L�W�\ �O�H�Y�H�O�V �L�Q �������� �W�R ������

�I�R�U �D�O�O �S�H�U�F�H�Q�W�L�O�H�V�� �7�K�L�V �D�S�S�U�R�D�F�K �K�H�O�S�V �X�V �W�R �X�Q�G�H�U�V�W�D�Q�G �I�X�U�W�K�H�U �W�K�H �O�D�E�R�U �S�U�R�G�X�F�W�L�Y�L�W�\ �G�L�V�S�H�U�V�L�R�Q �E�H�W�Z�H�H�Q

�I�U�R�Q�W�L�H�U �D�Q�G �O�D�J�J�D�U�G �I�L�U�P�V�� �W�K�H �H�Y�R�O�X�W�L�R�Q �D�F�U�R�V�V �W�K�H �S�U�R�G�X�F�W�L�Y�L�W�\ �G�L�V�W�U�L�E�X�W�L�R�Q�� �D�Q�G �Z�K�D�W �L�V �K�D�S�S�H�Q�L�Q�J �D�W �W�K�H

�Y�H�U�\ �I�U�R�Q�W�L�H�U��

�:�H �W�K�H�Q �F�R�P�S�D�U�H �W�K�L�V �S�U�R�G�X�F�W�L�Y�L�W�\ �H�Y�R�O�X�W�L�R�Q �D�F�U�R�V�V �W�K�H �9�� �F�R�X�Q�W�U�L�H�V�� �*�H�U�P�D�Q�\�� �D�Q�G �)�L�Q�O�D�Q�G�� �*�H�U�P�D�Q�\

�6�W�\�O�L�V�H�G �I�D�F�W�V �R�I �6�O�R�Y�D�N �3�U�R�G�X�F�W�L�Y�L�W�\ �D�Q�G �%�X�V�L�Q�H�V�V �'�H�P�R�J�U�D�S�K�\ ���������� �� ����������j
�1�%�6 �2�F�F�D�V�L�R�Q�D�O �S�D�S�H�Uj ������������

����



�D�Q�G �)�L�Q�O�D�Q�G �Z�H�U�H �F�K�R�V�H�Q �D�V �U�H�S�U�H�V�H�Q�W�D�W�L�Y�H�V �R�I �:�H�V�W�H�U�Q �H�F�R�Q�R�P�L�H�V �I�U�R�P �D�P�R�Q�J �W�K�H �F�R�X�Q�W�U�L�H�V �D�Y�D�L�O�D�E�O�H

�L�Q �W�K�H �&�R�P�S�1�H�W �G�D�W�D�V�H�W�� �Z�K�L�F�K �V�K�D�U�H �W�K�H �V�D�P�H �\�H�D�U �F�R�Y�H�U�D�J�H �D�V �W�K�H �9�� �F�R�X�Q�W�U�L�H�V�� �:�K�L�O�H �*�H�U�P�D�Q�\ �U�H�S��

�U�H�V�H�Q�W�V �R�Q�H �R�I �(�X�U�R�S�H�¶�V �P�D�M�R�U �H�F�R�Q�R�P�L�H�V�� �)�L�Q�O�D�Q�G �Z�D�V �V�H�O�H�F�W�H�G �E�H�F�D�X�V�H �L�W�V �S�R�S�X�O�D�W�L�R�Q �V�L�]�H �L�V �V�L�P�L�O�D�U

�W�R �W�K�D�W �R�I �6�O�R�Y�D�N�L�D�� �)�R�U �W�K�L�V �F�R�P�S�D�U�L�V�R�Q�� �Z�H �K�D�Y�H �V�H�O�H�F�W�H�G �W�Z�R �S�U�R�P�L�Q�H�Q�W �V�H�F�W�R�U�V�� �P�D�Q�X�I�D�F�W�X�U�L�Q�J ���I�L�J��

�X�U�H ������ �D�Q�G �L�Q�I�R�U�P�D�W�L�R�Q �D�Q�G �F�R�P�P�X�Q�L�F�D�W�L�R�Q ���I�L�J�X�U�H �������� �,�Q �$�S�S�H�Q�G�L�[ ���� �Z�H �G�H�S�L�F�W �W�K�H �H�Y�R�O�X�W�L�R�Q �R�I �O�D�E�R�U

�S�U�R�G�X�F�W�L�Y�L�W�\ �D�F�U�R�V�V �W�K�H �S�U�R�G�X�F�W�L�Y�L�W�\ �G�L�V�W�U�L�E�X�W�L�R�Q �I�R�U �D�O�O �D�Y�D�L�O�D�E�O�H �V�H�F�W�R�U�V �L�Q �I�L�J�X�U�H ������

�)�L�J�X�U�H ������ �0�D�Q�X�I�D�F�W�X�U�L�Q�J �V�H�F�W�R�U�¶�V �O�D�E�R�X�U �S�U�R�G�X�F�W�L�Y�L�W�\ �S�H�U �H�P�S�O�R�\�H�G �S�H�U�V�R�Q ���������� � ��������

�$�� �6�O�R�Y�D�N�L�D �%�� �*�H�U�P�D�Q�\

�&�� �&�]�H�F�K�L�D �'�� �+�X�Q�J�D�U�\

�(�� �3�R�O�D�Q�G �)�� �)�L�Q�O�D�Q�G
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A Appendix 1
Table 2: Decomposition of average real labour productivity (per person) percentage growth into within

and between sector components

1995-2019 1995-2008 2010-2015 2015-2019

within between total within between total within between total within between total

BE 1.1 -0.2 0.9 1.4 -0.1 1.2 0.9 -0.2 0.8 0.3 0.0 0.3

BG 1.4 0.8 2.2 1.3 0.9 2.2 2.0 0.3 2.2 2.0 0.5 2.5

CZ 2.1 0.3 2.4 2.7 0.5 3.2 1.2 0.0 1.2 2.3 0.0 2.3

DK 1.2 -0.2 1.0 1.1 -0.1 1.1 1.1 -0.1 1.0 0.8 0.0 0.9

DE 0.7 -0.1 0.7 0.9 0.1 1.0 0.8 -0.1 0.7 0.6 -0.1 0.5

EE 3.8 0.2 4.0 5.7 0.3 6.0 1.1 -0.4 0.7 2.4 0.4 2.8

IE 3.5 -0.4 3.1 2.3 0.0 2.3 5.0 0.3 5.2 3.4 -0.3 3.0

EL -0.9 1.1 0.2 1.3 1.1 2.3 -3.1 0.8 -2.3 -2.2 0.8 -1.3

ES 0.4 0.1 0.5 -0.3 0.5 0.2 1.3 -0.2 1.1 -0.2 0.3 0.2

FR 1.0 -0.1 0.9 1.1 0.0 1.1 0.8 -0.1 0.6 0.6 0.2 0.8

HR 1.4 0.5 1.9 2.7 0.4 3.0 -0.6 1.8 1.2 1.2 0.0 1.2

IT -0.1 0.0 0.0 -0.1 0.3 0.2 -0.3 -0.1 -0.5 0.0 0.1 0.1

CY 0.8 0.4 1.1 1.3 0.4 1.7 -0.8 1.1 0.2 0.6 0.4 1.0

LV 3.8 0.3 4.0 4.9 0.6 5.5 2.2 0.2 2.4 2.8 0.0 2.8

LT 3.8 0.7 4.5 5.4 1.3 6.6 2.2 0.1 2.3 2.7 0.3 3.0

LU 0.4 -0.3 0.1 -0.2 0.9 0.7 -0.4 0.1 -0.3 -1.1 0.2 -0.9

HU 1.9 -0.1 1.9 3.1 -0.1 3.0 0.5 -0.2 0.3 1.7 0.2 1.9

MT 1.0 0.4 1.4 -0.1 0.8 0.7

NL 1.1 -0.3 0.8 1.5 -0.2 1.3 1.0 -0.3 0.7 1.0 -0.9 0.1

AT 0.9 -0.1 0.8 1.4 0.0 1.5 0.2 0.0 0.2 0.6 0.0 0.6

PL 2.8 0.9 3.7 3.1 0.9 4.0 2.0 0.4 2.3 3.4 0.5 3.9

PT 0.7 0.4 1.1 1.2 0.2 1.3 0.1 0.3 0.4 -0.8 1.5 0.8

RO 3.3 1.2 4.4 4.7 1.0 5.7 1.5 1.8 3.3 4.1 0.8 4.8

SI 1.9 0.3 2.2 2.8 0.8 3.6 0.8 0.0 0.8 1.1 0.3 1.3

SK 3.1 0.1 3.2 4.3 0.4 4.7 1.5 0.1 1.6 0.3 0.6 0.9

FI 1.2 -0.2 1.1 2.0 0.0 2.0 -0.1 -0.1 -0.2 0.7 -0.1 0.6

SE 1.6 -0.1 1.6 2.2 0.0 2.2 0.9 -0.1 0.8 0.5 0.0 0.5

Source: Eurostat, own calculations.

Note: Sectoral productivities were calculated based on gross value added. As a result, aggregate productivities differ somewhat

from those based on GDP per person. Thus, the data in this table was rescaled to match productivity growth based on GDP per

employed person.
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Table 3: Decomposition of average real labour productivity (per hour worked) growth into within and

between sector components

1995-2019 1995-2008 2010-2015 2015-2019

within between total within between total within between total within between total

BE 1.1 -0.2 0.9 1.5 -0.3 1.2 0.9 -0.1 0.7 0.2 0.1 0.2

BG 1.6 0.8 2.4 1.5 0.8 2.3 2.0 0.3 2.3 2.1 0.4 2.5

CZ 2.2 0.3 2.5 2.9 0.5 3.4 1.8 -0.1 1.7 1.8 0.0 1.8

DK 1.3 -0.1 1.2 1.0 0.0 1.0 1.3 -0.1 1.2 1.6 -0.1 1.5

DE 1.1 0.0 1.1 1.3 0.2 1.4 1.1 -0.1 1.0 1.1 -0.1 1.0

EE 1.7 -0.7 1.0 3.3 0.6 3.8

IE 4.0 -0.4 3.6 3.0 -0.2 2.8 4.7 0.3 5.0 2.4 -0.2 2.1

EL -0.4 0.9 0.4 1.2 1.1 2.3 -3.1 0.8 -2.4 -2.2 1.1 -1.1

ES 0.5 0.2 0.7 0.0 0.3 0.3 1.3 -0.1 1.2 0.0 0.4 0.4

FR 1.1 -0.1 1.1 1.3 0.1 1.4 0.9 0.0 0.9 0.6 0.2 0.8

HR 1.7 0.4 2.1 2.7 0.3 3.0 1.3 1.1 2.4 1.4 -0.4 1.0

IT 0.2 0.1 0.3 0.1 0.3 0.4 0.3 -0.1 0.2 0.1 0.1 0.2

CY 0.8 0.5 1.3 1.4 0.5 1.9 -0.5 1.0 0.5 0.6 0.5 1.1

LV 4.4 0.2 4.6 5.7 0.4 6.0 2.8 0.0 2.7 3.2 0.1 3.3

LT 3.6 0.6 4.2 4.7 1.1 5.7 2.6 0.0 2.6 2.7 0.3 3.1

LU -0.2 0.6 0.4 -0.1 0.9 0.9 -0.5 0.2 -0.3 -0.8 0.3 -0.5

HU 2.2 0.2 2.4 3.4 0.3 3.7 0.8 -0.3 0.5 1.9 0.4 2.2

MT 3.0 0.3 3.4 -1.4 0.4 -1.0

NL 1.2 -0.3 0.9 1.7 -0.2 1.6 0.8 -0.2 0.6 0.2 -0.3 -0.2

AT 1.1 0.1 1.2 1.5 0.3 1.7 0.8 0.1 0.9 0.3 0.0 0.4

PL 3.1 0.8 3.9 3.4 0.7 4.1 2.1 0.2 2.3 4.2 0.4 4.6

PT 0.7 0.3 1.1 1.2 0.2 1.4 0.3 0.3 0.6 -0.8 1.3 0.6

RO 3.4 1.1 4.5 4.7 0.9 5.6 2.1 1.8 3.9 4.0 0.6 4.6

SI 2.0 0.5 2.6 2.7 1.2 3.9 0.7 0.0 0.7 2.4 0.3 2.7

SK 3.4 0.2 3.6 4.6 0.4 4.9 2.1 0.0 2.2 1.3 0.6 1.8

FI 1.5 -0.1 1.4 2.2 0.1 2.3 -0.4 0.6 0.2 1.0 -0.1 0.9

SE 1.7 0.0 1.6 2.2 0.0 2.3 1.2 -0.2 1.0 0.7 0.0 0.7

Source: Eurostat, own calculations.

Note: Sectoral productivities were calculated based on gross value added. As a result, aggregate productivities differ somewhat

from those based on GDP per hour worked. Thus, the data in this table was rescaled to match productivity growth based on GDP

per hour worked in figure 3.
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B Appendix 2
Figure 39: Relative productivity per hour worked of sectors and the change in their share in total hours

worked (1995-2019)

Source: Eurostat, own calculations.

Note: Size of the circles represent shares of sectors in total hours worked. A Agriculture, forestry and fishing; B-E Industry

(except construction); F Construction; G-I Wholesale and retail trade, transport, accommodation and food service activities; J

Information and communication; K Financial and insurance activities; L Real estate activities; M_N Professional, scientific and

technical activities; administrative and support service; O-Q Public administration, defence, education, human health and social

work activities; R-U Arts, entertainment and recreation; other service activities;
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C Appendix 3
Figure 40
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Figure 41

D Appendix 4

Stylised facts of Slovak Productivity and Business Demography (1995 - 2019) j
NBS Occasional paper j 1/2025

42




	Introduction
	Literature review
	Aggregate developments
	The role of structural change
	Business demography and dynamism
	Intra-sector developments
	Market concentration
	The efficiency of resource allocation
	Concluding remarks and policy implications
	Appendix Appendix 1
	Appendix Appendix 2
	Appendix Appendix 3
	Appendix Appendix 4
	Appendix Appendix 5
	Appendix Appendix 6

