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MODERN SOURCES OF LONG-TERM ECONOMIC GROWTH. 
Abstract: The features of long-term economic growth in the conditions of globalization of modern economy are investigated in the article. The author of the article leads to supposition that globalization of the modern world economy leads to the change of sources of long-term economic growth. Direct foreign investments in the conditions of globalization of the world economy become the noticeable factor of the economic growth. Especially actual it is for small open economies for which direct foreign investments has become the basic source of economic growth today. 
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І. Preface. Development of globalization as an objective reality today is not the subject of doubt. Globalization of the world economy is an objective process which changes the essence and mechanism of action of all economic processes and phenomena both on national and on international levels. Modern economic schools coincide in the point that globalization “represents formation of transnational, planetary level of international economy with inherent to it legitimacies”. [1;p.200].  However the essence of these economic processes, legitimacies and mechanism of their influence on national economies remain insufficiently studied as the result of extraordinarily rapid changes caused by globalization of the world economy.
ІІ. Stating of the task. Among such poorly investigated problems, in our opinion today is the problem of modification of modern theory of economic growth of small open economies in the conditions of globalization of economy. Still as early as in the 80s of the past century such factors of the raise of national economies as direct foreign investments did not practically exist. Till the middle of 90s of the 20th century annual global direct foreign investments did not reach even 0,5 trillion US $  per year [2] and because of their insignificant volumes it was possible to ignore such factor of economic growth.  The end of the 20th century and the beginning of the 21st century sharply changed the situation: globalization of the world economy became the reason of sharp increase of international migration of capital.  How did such sharp increase of streams of global capital influence the nature of economic growth in countries which get direct foreign investments during the last decades?
ІІІ. Results.    Most well-established conceptions of long-term economic growth, widespread in scientific literature and in university courses of economy have neoclassical nature. According to such vision of the basic growth of economic flourishing are extensive and intensive factors of growth of economy. 
         Thus, for example, the volume of potential output under the terms of full employment (Kob-Douglas function) is put by the productive function formula:  
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where Lt is expense for labour – an exogenous value, grows with permanent rate.

The dynamics of the volume of capital investments (taking into account investments and depreciations of the main capital)
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Investments comprise permanent percentage from the volume of production 
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where s is the norm of investments (the part of aggregate product, directed at investments).
           In the model the norm of investments is equal to savings (s) – national savings are equal to actual investments.
As we see, this conception relies on domestic savings which does not take into account the flows of international capital which take place in the conditions of global economy.

             The basic factor of growth in the Domar-Harod model is piling up of capital. The productive function was put into the basis of the model.
In accordance with the model :
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     where MPK constant marginal productivity of capital . 
From this emerge the thing that the increase of profit is proportional to the increase of investments.The model clearly described the process of the economic growth in the 1920s-1950s. However today, in the conditions of scientific and technical progress, labour is no longer scarce resource, and scientific and technical progress considerably influences marginal productivity of capital, in addition piling up of capital is limited by internal piling up in the model that also does not take into account the tendencies of global economy connected with international migration of capital.
        The neoclassical model of economic growth by Robert Solow removes the lacks of the previous one and includes the factor of labour productivity into exogenous variables.

The productive function is nonlinear and is characterized by the descending marginal productivity of capital MPK (if a worker uses more machinery then GDP increases, but its growth rate falls) and it shows production at different levels of capital provision). Later, entering exogenous factors, indexes of capital outflow (δk), and sizes which show how supply of capital will change per one working person under the influence of growth of quantity of population (nk), and growth of efficiency of labour force (gk). 
R. Solow makes the conclusion about constant level of capital provision 
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according to which neither increase of supply of capital,  nor increase of labour force can not provide permanent economic growth. The only factor of long-term economic growth is technological changes and growth of labour productivity.
         And how to provide the high rates of technological changes and growth of labour productivity? The tempos of economic growth of the world economies depend on the answer to this question. In our opinion there are two variants of solution of this problem: development and introduction of the own scientific and technical developments, or attraction of the already existent technologies in the form of direct foreign investments. The first way is obvious for economically developed countries – leaders of technological progress. Financial resources for scientific and technical developments and their attraction in the countries with the poorly developed economies is not enough. Obviously, the basic source of economic growth in modern conditions for small open economies becomes attraction of direct foreign investments. And modern globalization of the world economy gives such a chance. New history of development of economies of the countries of the former socialist camp testifies that hasty economic growth in 2000s was achieved by those countries which attracted direct foreign investments (Rice.1).

Rice.1.

         GDP and cumulative direct foreign investments in the countries of Eastern and Central Europe in 2010 (per capita, in US dollars. [3,4]          
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 The source was made according to the following data:

 1. World Investment Report. Non-equity models of international production and development United Nations publication. - United Nations, 2011.  Р. х.
2. Dynamics of investment climate of the countries of Eastern Europe – experience for Ukraine [Electronic resource]. – Available from http://old.niss.gov.ua/Monitor/june 2009/01.htm    
       For formalization of the task, id est, for creation of a definition model for the system of national accounts and predicted model of economic growth in the conditions of global economy which will set up dependence between the increase of GDP over the increase of volume of direct foreign investments for a certain period (the main resource of technological changes and growth of labour productivity) with taking into account coefficient of multiplier of investments. 

        It is known that the basic macroeconomic equality looks like:
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where,  Іg is gross private internal investments. 
     It is also definition dependence which illustrates the method of calculation of GDP in expenses.  Under internal investments Іg it is reasonably to understand investments of money into objects of investing which are located in the territorial borders of this country. Internal investments are divided into national and foreign ones (depending on the subject which carries out investing into the territory of this country). Besides, external investments (foreign ones) are also distinguished – investments into the objects of investing which are situated outside the territorial limits of this country. Till the middle of the 90s it was possible to ignore the volumes of foreign investments at calculation of GDP of a country because of their insignificant size. With the beginning of the 21st century the global flows of direct foreign investments grew very rapidly reaching US$ 1,122 trillion in 2010. In 2015 the global inflow of direct foreign investments according to the UNCTAD data comprised 1,762 US trillion dollars [2] and became the substantial factor of  economic growth which can not be already ignored when calculating GDP of countries. (Rice. 2) 

Rice. 2.

Inflow of direct foreign investments into the countries of the world (US million dollars)
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Source: was made according to the data of UNCTAD Handbook of Statistics, B.16.II.D.6.- New York: United Nations Publications, 2016. - Р.192.
IV. Summary. In the conditions of considerable overflow of investments in the conditions of global economy it is necessary to include direct foreign investments to Іg, more exactly – balance of account of movement of capital: direct foreign investments which were obtained with the minus of outflow of direct foreign investments and also to take into account outflow of foreign investments the subjects of which are the residents. In the basic macroeconomic equality Іg (direct private internal investments) are comprised from direct private national (the sum of net investments and depreciation) and direct private foreign investments (the sum of net investments and depreciation) and to be more exact – their balance and also outflows of foreign investments:
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where

∆ Іg – balance of gross private investments,
∆ I d – balance of direct foreign investments,
In – gross private national investments,
Іf – foreign investments.

     It is obvious that In – Іf can be interpreted as balance of capital movement of residents ∆ I r  and as balance of capital movement of non-residents ∆ I f  . Then equation can be written this way:
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It is obvious that the modern basic macroeconomic equality looks like:
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