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EXCHANGE RATE FLUCTUATION IMPACT
ON THE ROMANIAN CURRENT ACCOUNT
Cătălina Adriana HÂNDOREANU
Candidate Ph.D.Assistant
Academy of Economic Studies, Bucharest
Abstract. In the last 17 years, Romanian Current Account Deficit recorded major
unbalances, periods of very important deficits has alternating periods with lower deficits, but
never with a current account surplus. This working paper has the main objective to analyze if the
actual evolution of exchange rate and free floating regime can rebalance Romanian current
account deficit. More exactly, the purpose of the paper is to testing statistical signification,
direction and speed of current account reaction on exchange rate changes. More than testing the
long term effects, the paper analyzed short term effects, trying to show the existence of j curve
according that the monetary depreciation has as immediately effect an increasing in the level of
current account and after that a trend change, a current account surplus. The econometric method
is regression estimated through OLS.
Key words: foreign exchange, current account adjustment, open economy
macroeconomics, trade policy, economic integration
REL Codes: 19I
In the transition process to the market economy and joining into the European
Communion, which Romania has to handle in this period of time, the level of the exchange
rate and the connection between this and the external balance of payment is very important.
This paper analyses the fact if the present evolution of the exchange rate and floating
exchange rate regime present adopted can equalize the current account of the Romanian
balance of payments; more specifically, it is used to test the statistical significance, speed
and direction of the balance’s reply for the changes made at the exchange rate.
It can be considered that the current account’s balance is one of the main macroeconomical indicators, which refer to the status of a national economy. On the one hand, the
account deficit reflects a developing possibility in an economical field, measuring the resources
that are getting in the country in order to balance the difference between investment necessity and
national savings. On the other hand, the unbalancing of the current account can reflect an
unsustainable deficit of the current account, which is a result of economical growth and growing
the unsustainable debt. Differentiating is quite complicated in case of transition economies
because in these frame, socks were produced, which conduced to structural alteration, whose
results were long-term deficit of the current account.
1. Literature reviw
The existence of a long- term relation-ship between the exchange rate and the
current account is fundamental for the mobility of the current account’s determinants.
According to the mobility of the imported goods, at the variation of the exchange rate can or
not improve the commercial balance. This rule is respected according to the MarshallLerner’s condition. The empirical evidences, concerning this type of relationship, as well as
the tests of Marshall-Lerner‘s conditions remain unconcluded. Although scientists like
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Cooper, Gylfason and Risager, Bahmani-Oskooee and Himarios prove that the
undervaluation improves the commercial balance. Laffer, Salant, Miles, Haynes and Stone,
Rose and Yellen prove that this happens in just some countries and for certain periods of
time, saying that it is no significant connection between the commercial balance and the
exchange rate.
The J curve’s existence with a deficit deepening in the initial phase is discovered by
Krugman and Baldwin (1987, pp. 1-43). Their research is based on an VAR analyze, using
information specific to European or American economies, based on the research made by
the Eichenbaum and Evans, and which show that a negative monetary sock reduces the PIB
for almost half a year. Also this sock also attracts the estimation of the currency going
though an excess of the commercial balance for one year and a half, followed by a
commercial deficit.
On the other hand, Moffet (1989: pp. 4425-444) doesn’t find any evidence for the J
curve in the American economy. This is the exact case for the studies made by Rose and
Yellin (1989: pp. 53-58), who use information on a period of 25 years, and who discover
that the currency’s depreciation does not link to a short-term deficit and can’t find a big
connection between the exchange rate and the commercial balance. The theoretical
explanation for the J curve is that of a depreciation of the currency in the situation of a
reduced alteration at the prices’ level: the relative price for imported goods increase, while
the price for national exported goods decreases. On short term, the quantity of exported or
imported goods can be predetermined by the already signed contracts, so lowering the value
of the exported goods create a commercial deficit. Once, the new contract become used,
decreasing the relative price for national goods is linked to decreasing of relative prices for
national goods and thus, to increasing the quantity resulting in a commercial excess. So,
undervaluation of the national currency is linked to a commercial excess.
2. The connection between the current account deficit and the exchange rate
The estimation of the exchange rate in real terms can go to making the external
competition worse on the commercial balance. Although the source of current account
deficit is in the unbalance between economies and investment, these can become
unsustainable, if they are followed by the exchange rate estimation. This estimation can go
to an overflow of consumption goods, currently imported, and can also go to the increase of
imported goods designated to investment, which has a positive effect on the economy.
In the case of transition economies, the estimation of the exchange rate does not
always involve problems concerning the sustainability of the current account. First of all,
this estimation may be due to the stressed underestimation of the currency at the beginning
of the transition period, which was then followed by stabilization of the currency on long
term basis. Second of all, the estimation may be due to changes happened in the economy,
which attracted the competition.
The link between the currency’s estimation and the current account can be analyzed
on the base of two opinion trends: the un-alignment and the fundamental one. From the unalignment point of view, the real estimation is the result of choosing the exchange rate
regime and capital influxes, which goes to lowering the competition. If this opinion is real,
the growing current account’s deficit is because of the evaluation and cannot be covered by
anything else but the currency’s underestimation.
An estimation of the exchange rate is quite probable, when it is linked by another
currency. As a fixed exchange rate is the fastest way to diminish the inflation, while an
exchange rate connected to a nominal anchor won’t increase inflation a world wide one.
The reasons are different: PPP is not checked on a short term because the internal products
are not perfectly sustainable with the external ones and national companies will lower the
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prices but not at a international level; the tension bore over the not transactional goods won’t
be as big as that over transactional goods; the inertia of the income’s growth is quite big and
when the wages are indexed on the base of the inflation, the adjustment is made beginning
with the previous levels of inflation (higher levels) and not from the present ones. If the
inflation rate does not converge on the international one, the exports become more
expensive in comparison with the imports. The same phenomenon happens in the case of
controlled flotation, as a consequence of massive input of foreign capital in the economy,
which can have as a cause, the optimism linked to succeeding in a transaction or the high
rate of an interest.
The main point is that the estimation of the exchange rate is not a signal of loosing
the competition, but is an answer to fundamental changes occurred in economy. The
estimation is the correction of previous serious underestimation or to positive evolution of
the economy.
3. Characterization of Romania’s macroeconomic conditions
Romania has had until 1989 an excess of current account (which in 1989 accounted
for 3.3% of the GDP). The transition to the economic market has been associated to a strong
depreciation of the current account of the payment balance. Thus, in 1990, the rapid growth
of imports, associated with an even more rapid decline of the exports level (mainly caused
by the fact that, up to that moment, Romania’s exchange partners were the former
communist countries) led to a current account deficit that makes up for 8,5% of the GDP.
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Figure 1. Romanian current account deficit in 1990-2006 (USD millions)

The constant depreciation of the Romanian currency (Leu) ever since 1999,
granting incentives by the Romanian country under the form of interest deductions for the
credits used in the exportation production, but also the growth of the import demand coming
from Western Europe has caused in 1999 the lowest deficit of current account ever since
1989. Starting with 2001, Romania recorded a growing trend of the current account deficit.
Between January-August 2007, the current account of the payment balance has
recorded a 10.23 billion euro and the major influence on the balance of the current account
was held by the deficit of the commercial balance, summing up to 10.86 billion euro,
recording a growth of 69%, compared with the period between January-August 2007.
The growth of the deficit of the current account has consequently started to
moderate, after a period in which, in the first six months of this year, the current account of
the payment balance had recorded a deficit of over 7.8 billion euro, a growth of over 108 %,
compared with the same period last year. If the authorities saw a jump of only 1.2% in 2007,
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The National Committee of Prognosis now predicts a 3.1% and the FMI even predicts a
3.7%. And so, according to the preliminary fall prognosis, a short-term prediction established by
NCP, the deficit of the current account of the payment balance will rise to 13.4% out of the GDP
in 2007, from 10.3% in 2006, it should reach 13.3% out of the GDP in 2008.
In a market economy, the trade policy represents one of the elements used by the
public authorities, to indirectly influence resource assignment. It undeniably refers to the
import and export policy. As exchanges have been globalized and national economies have
been internationally integrated, the trade policy has played a major role, the import and
export policies being arbitrary at the beginning. As time went by, the national authorities
limited the import delaying and started stimulating exports.
With the measures taken by the Romanian authorities, the trade policy has led to a
deterioration of the external imbalance, by stimulating imports and limitating exports, the
main reason being that this is the way to gain time for an economic conversion and also that,
through a lower price of imports, the inflationist pressures are being reduced. And still, the
moment in which the external deficit turned unbearable due to the weak external financing,
the balance was possible, with the help of the exchange rate.
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Figure 2. Imports and Exports between January 1994 – August 2007

The imports being structured on certain merchandise groups that are characterized by
the importance of the modifiable component (staples, energy), the import demand can have a
lower elasticity towards the price, and even more than that, in the first part of the transition period,
the elasticity of the imports towards the exchange rate is a positive one (the growth of the rate led
to the import growth), due to the fact that most imports are meant to be used in the lohn production
or are staples that are meant to be used in the energetic field.
The analysis of how exports developed must be correlated with the effective of the
production capacity for exportation and with the absorption capacity of the external market.
Due to the fact that the Romanian economy is subjected to the fluctuation of prices on the
international market, the impact on the balance of payments (through the economic
component) has shown inconsistency.
A characteristic of the Romanian current account balance is the fact that, after
1990, there were only deficits that were lower than the deficit of the commercial balance.
Between the sources ’’circulated’’ on the components of the ”FOB goods’’ and stable
’’services’’ of financing deficits, we see the lately growing tendency of transferring the
Romanians that leave to work abroad to their own families. And so we can notice the strong
tendency of the latest years: the Romanians that left to work abroad –not only the ones in
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Diaspora, but the ones that left with temporary contracts- are financing the Romanian
external deficit by sending back an important amount of the money they earn there to their
family. Once the agreements between our country and other European countries referring to
the freedom of the Romanian citizens to legally work in other countries have been firmed
up, the current transfers have met a growing and ascending trend year after year, the
amounts that entered our territory and that have reached approximately 4500 million euro in
2006 have managed to balance the current account deficit. For Romania, this has been a very
important aspect, because, with the EU accession, the possibility of free circulation led to a
migration of the work force towards this market. More than that, ever since 2007, the level
of structural funds will increase and it will generate an addition for the excess of the current
account balance.
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Figure 3. Net current trensfers between 1990-2006 (millions USD)

A second key source of financing the current account deficit is found in the
essential portfolio investments that are possible now due to the rise of the Romanian capital
market. In this period, the most important finance for Romania has come from the
international financing organizations and from the significant bilateral creditors- categories
of ‚’’cheap’’ debt – see the money that World Bank has spent on infrastructure projects,
health, etc, and also through several shy outings on the international and private market –
’’expensive’’ debt and only on a medium maturity. Starting with the last two years, we can
notice a growing trend of the short term debt , whose growing rhythm is almost 10 % higher
than the medium and long term debt; and this happens while the direct foreign investments
’’have taken the lead’’ from the long term loans as the key financer of the deficit of current
account starting with 1997 and this can only make us happy, because in this way, the future
massive funds awaited from the EU and World Bank (preparing for accession and
infrastructure investments) will somehow be ’’freed of the pressure’’ of counterbalancing a
deficit , giving the Government and NBR a bigger role in unrolling the economic and
monetary policies.
4. The empirical analysis of the correlations between the exchange rate and
the balance of payments

In the case of Romania, in order to estimate the relation between the exchange rate
and the current account, and also the relation between the current account and exports and
imports, we have used series of monthly data between January 1994 - July 2006. Data
referring to the current account of the payment balance (CAD), exports (EXPO), imports
(IMPO), the physical production and the monthly medium exchange rate ROL/USD
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(RERUSDROL) have been centralized. The physical production is used as a GDP proxy
because there aren’t monthly data available. By reporting exports to imports, ACOP- the
indicator that designates the covering rate of imports through exports, and by reporting the
amount of imports and exports, the opening rate has been determined (OPEN). For January
and February 1997, a dummy variable that counts the 1 value for two months and zero in the
rest has been introduced. The dummy variable has been introduced in order to diminish the
disturbances caused by the liberalization of the monetary market in January 1997.
The covering rate of imports through exports and exchange rate correlation
Table 1.
Dependent Variable: ACOP
Method: Least Squares
Sample(adjusted): 1994:02 2006:07
Included observations: 150 after adjusting endpoints
Convergence achieved after 8 iterations
Variable
Coefficient
RERUSDROL
C
AR(1)
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
Durbin-Watson stat
Inverted AR Roots

1.463.552
-6.654.572
0.293764
0.410195
0.399449
0.077917
0.892457
1.714902
1.916785
.29

Std. Error
3.945.002
1.815.549
0.078690

t-Statistic
3.709.890
-3.665.322
3.733.163

Prob.
0.0003
0.0003
0.0003

Mean dependent var

0.809786

S.D. dependent var
Akaike info criterion
Schwarz criterion
F-statistic
Prob(F-statistic)

0.087084
-2.246536
-2.186323
1.956093
0.000000

The R-squared statistics measure the accuracy with which the dependant variable is
estimated by the explicative variables, and they measure the part from the evolution of the
dependant variable that is explained by the independent variables. For monthly data, an Rsquare bigger than 0.2 is characteristic for a well specified equation, which denotes the fact
that the equation is well specified, the value of R-square being 0,410195. F-statistic is the
hypothesis that all the regression coefficients are equal to zero. The high value of the test,
associated to its zero probability lead to the rejection of the null hypothesis. The AR (1) term
was introduced to correct the correlation between residuals, whose existence would have
altered the results of the estimation.
The positive relation between the deficit of current account and the covering rate of
imports through exports is important to be noticed. The enhancement of the covering rate is
equivalent to a growth in the volume of exports or to a diminishing in the volume of
imports. No matter the situation, the effect will lead to the entering of capital flow in the
country. The natural result of these additional capitals is the appreciation of the currency, so,
on the long term, the current account will intensify. Even though it might seem a bit
contradictory, this result is also due to the positive correlation that exists at the level of the
Romanian economy, between the exchange rate and imports and exports, as you can see
from Tables 2 and 3.
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The export’s elasticity on exchange rate
Table 2
Dependent Variable: EXPO
Method: Least Squares
Included observations: 150 after adjusting endpoints
Convergence achieved after 10 iterations
Variable
Coefficient
RERUSDROL
42.04323
C
195.4702
AR(1)
0.979666
R-squared
0.962548
Adjusted R-squared
0.962038
S.E. of regression
0.140740
Sum squared resid
2.911751
Log likelihood
8.280028
Durbin-Watson stat
2.066.740
Inverted AR Roots
.98

Std. Error
t-Statistic
33.41273
1.258300
153.5649
1.272884
0.018377
53.30852
Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
F-statistic
Prob(F-statistic)

Prob.
0.0210
0.0205
0.0000
1.363268
0.722348
-1.064004
-1.003791
1.889013
0.000000

As expected, the obtained results for the regression confirm the strong positive
correlation between the exports volume and the exchange rate. The correlation is emphasized by
the graphic representation of the two variables. The value of the determination coefficient reflects
the degree of explication for the export evolution by the exchange rate.
By the study made after making the estimation, it is observed a high influence of
the exchange rate over the evolution of exports, more than 96% from the exports being
determined by the exchange rate. This situation is due to the fact that Romanian products do
not have enough history on the West–European market and the main reason for consuming
these products is the advantage given by the price; once this advantage is gone the demand
for our product is diminished.
Import’s elasticity on exchange rate
Table 3
Dependent Variable: IMPO
Method: Least Squares
Sample(adjusted): 1994:02 2006:07
Included observations: 150 after adjusting endpoints
Convergence achieved after 13 iterations
Variable
Coefficient
Std. Error
t-Statistic
RERUSDROL
-138.4258
57.67032
-2.40029
C
639.0489
265.2953
2.408821
AR(1)
0.948282
0.029711
31.91739
R-squared
0.938293
Mean dependent var
Adjusted R-squared
0.937453
S.D. dependent var
S.E. of regression
0.245076
Akaike info criterion
Sum squared resid
8.829155
Schwarz criterion
Log likelihood
-0.397576
F-statistic
Durbin-Watson stat
2.054875
Prob(F-statistic)
Inverted AR Roots
.95

Prob.
0.0176
0.0172
0.0000
1.713508
0.979940
0.045301
0.105514
1117.614
0.000000

In the imports cases, the elasticity on the exchange rate is negative, because if the
exchange rate rises, then the level of imports is lowered. That is a consequence of a high
cost of the goods taken from abroad. These results are consistent with empirical results for
other economies. As well as the exports’ case, for the imports the variation for the exchange
rate represents the highest influence factor determining almost 94% of the variable
influence.
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Figure 4. Imports and real exchange rate evolution

It is interesting to be observed that in the first part of the analyzed interval, the
connection between imports and exchange rate was positive. This unusual situation is because the
exports highly depend on the imports, whether because of the high degree of productivity or
simply because of the oil imports, which had a very low mobility from the exchange rate. The high
degree of restrictiveness for the imports in this time is also reflected by the R2 statistics. If for the
entire analyzed period of time, the influence degree of the exchange rate on the imports is over
90%, for the time period between 1994 2001, the influence is only 66.29% because of the
addictiveness of Romanian economy to imported goods.
Import’s elasticity on exchange rate between 1994-2001
Table 4
Dependent Variable: IMP
Method: Least Squares
Sample(adjusted): 1994:02 2001:09
Included observations: 92 after adjusting endpoints
Convergence achieved after 9 iterations
Variable

Coefficient

Std. Error

t-Statistic

Prob.

RERUSDROL
C
AR(1)

15.59030
-71.31345
0.802475

16.71123
76.92971
0.061741

0.932924
-0.926995
12.99748

0.0353
0.0356
0.0000

0.662900
0.655325
0.065854
0.385975
121.2511
2.222659

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
F-statistic
Prob(F-statistic)

R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
Durbin-Watson stat
Inverted AR Roots

0.442705
0.112171
-2.570677
-2.488445
87.50850
0.000000

.80

Concerning the link between the current account and exchange rate, it is to be
observed in Table 5. Lowering the exchange rate means that the national currency is better
estimated and the exports become less, the current account impairment and the deficit rise.
This type of relationship is well suited with the Mundell-Fleming models, referring to open
economies and also with partial results, previous obtained in the case of analyzing the
components of the current account, especially for imports and exports.
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Current account-exchange rate correlation
Table 5
Dependent Variable: CAD
Method: Least Squares
Included observations: 149 after adjusting endpoints
Convergence achieved after 3 iterations
Variable
Coefficient
RERUSDROL
-1.040.380
C
-4.790.398
AR(1)
0.350924
R-squared
0.598439
Adjusted R-squared
0.592938
S.E. of regression
0.201297
Sum squared resid
5.915981
Log likelihood
2.893669
Durbin-Watson stat
1.894897
Inverted AR Roots
.35

Std. Error
t-Statistic
1.122.567
-9.26786
5.166.253
-9.27248
0.077809
4.510044
Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
F-statistic
Prob(F-statistic)

Prob.
0.0000
0.0000
0.0000
-0.234724
0.315505
-0.348144
-0.287661
1.087906
0.000000

It is to be observed the low level of the R2 statistics, which means that the current
account deficit is influenced by other factors than the exchange rate. An explanation for this
is that in Romania a high importance is given to current transfers from un -resident to
residents. These transfers have on the entire period of time the role to even up the
commercial balance, diminishing the current account deficit.
5. Conclusion
Romania’s current account has encountered in the last 17 years great unbalances,
time in which the deficit was quite big, alternating with times of smaller deficit, but never
with an overflow of current count. This a specific situation to transition economies, where
restructuring the national economy imposed making quantitative imports in order to satisfy
the population needs and in order to change the national economy, so that this would
become competitive. In order to reestablish the current account’s balance, the evolution of
the exchange rate must fit in a programme of macro-economical adjustment. Thus, it is
imposed the efficiency of using the course as an instrument of macro-economical policy,
next to other instruments and mechanisms of monetary and fiscal policy.
The main obstacle, with which I had to deal, was the chapter, where I had to use the
monthly information for making the estimation. This is because of the lack of time in order
to make an accurate economical analyze. The current account is not a monthly indicator, but
annual, which reflects the changes in a country during a year. This is why, the indicator
shows so many fluctuation from one month to another.
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Abstract. The market of services is the place where consumption needs of services
appear as demand (buying) and the making of them as offer (selling).
Services do have a crucial importance for the common EU market because they
represent up to 60% - 70% from economical activity that takes place in EU and almost the
same percentage regarding the occupied work force existing in EU nowadays.
The governing principle of the internal services market in EU is generically named ‘The
Principle of Fundamental Freedom’ and is regulated through The European Community Treaty,
according to whom organisations having the headquarters in a member state of the EU have the
freedom of establish and deliver services on other states member of the EU.
In a market economy the state has a more and more limited area of intervention
regarding its guidelines; this is the spirit of a market economy that is self - adjusted and works by
its own rules regardless if the main object consists in the work force or in its services.
Key words: services market, European Union, workforce, GVA.
REL Codes: 9B, 12I, 13A, 20A.

For a long time the service activity was not recognized, services being neglected by
economists and contained in nonproductive area, this explains that economical theory gave
too little attention to services thus creating a drop back of the theory of conceptual
classification comparative to practical extent of services.
In contemporary society, of which evolution is labeled by the globalization
tendencies of market economies, performances in all activity area are determined more and
more by the approach of an integrating vision over economical and social phenomenon.
Market analysis regarding services showed that only services are able to create
sufficient jobs to resolve or at least limit the unemployment issue. The tertiary sector is
railed only by settlements that are discussed during the liberalization process of international
trade and the offer of services that are different and adapted to the demand represent an
essential element to the company competitive nature, whichever work domain might have.
The services role in economical and social development relates to the input it had
in economical growth on one hand and in a bigger contribution to the growth of the quality
of life on the other hand, the place that services have being mostly shown through the part it
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had in economical growth. One might say that services are a consequence of the economical
growth, but one may also observe that usually they influence themselves the process of
economical development through the contribution they have in diversifying the output and
in boosting the level of studies work force has.
The development and the diversification of services relies generally upon the
economical growth and also upon the goods manufacture, being a consequence of
economical and social progress.
It is common knowledge that economical and social development has forced its
birth to a specific way of life of the industrialized civilization which determined the
concentration of the people in urban areas, also modifying the job structure and an increased
number of women in economical activities, all these modifying the structure of population
consumption.
Given the fact that transportation, commerce and communication are considered the
main branches of services, the analysis of the work force balance of the years 2005, 2006
and 2007, showed the fact that in these sectors is obtained a significant growth of active
population, but also a well-balanced active population of woman comparative to the man
population. The branches where woman had and continue having a low level of occupation
in work force are communication and transport but at the other side are branches like
medical services, tourism and food industry.
These changes had as a result the appearance and the development of services to
satisfy these new applications having a significant role in increasing the quality of life.
The quality of life is a complex concept that relies upon the material side of human
life but also upon the spiritual one, like the quality of human relations and the subjective
perception of all these elements by a man.
The quality of life is hard to be measured by a single synthetic indicator, this is the
reason why it is customary to use more partial indicators like the economical or the sociodemographic ones.
Considering all the economical indicators, GVA/person is the most significant one,
but it reflects mostly the quantitive part of national wellbeing.
The consumption of services is an important element of life quality; it is noticeable
that the bigger is the family income the less is the family expense for food, but the part for
service expense gets bigger in the total expense of a family. In highly developed countries
where the market economy is noticeable, the budget coefficients, that are relative parts of
expenses for goods and services in family consumption, shows the tendency of growth of the
expenses weight for services.
We may consider that the development of services depends upon the social and
economic development of a country, beeing a major factor of this growth but also an effect of it.
Searching the connections, interdependences that are between the indicators that
express the social and economic development on the whole and the ones that express the
development of services, can be done by the use of statistical correlation coefficients and
correlation coefficient of Spearman and Kendall ranks.
If we consider the data gathered in the year of 2005 and 2006 regarding the
evolution of GVA (x) and the weight of occupied population in services (y), it is conducted
a research about the connection between the two indicators by the use of statistical
correlation coefficient.
Year
2005
2006
∑

18

x
254.388,8
303.284,0
557.672,8

y
34,06
35,80
69,86

xy
866.4482,5
10.857.567,2
19.522.049,7

x2
64.713.661.565,44
91.981.184.656,00
156.694.846.130,44

y2
1.160,08
1.281,64
2.441,72
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By replacing statistical correlation coefficient r,
⇒
r = 85.077,6 / 85.111,35
⇒
r = 0.99
Between the two indicators there is a powerful and also a direct connection because
if r comes close to +1, then the connection between the two indicators is strong and direct
( to the same effect).
If r gets closer to -1 then the independent indicator influences strongly in a contrary
direction the dependent indicator, while if r gets closer to 0, then the connection between the
two indicators is considered small.
It may be raised the problem of following the connection intensity between
GVA/person and GVA in service area.
No.
1
2
3
4
5

Country
Germany
Czech Republic
Hungary
Romania
Bulgaria

(euro)
114,2
81,4
65,7
39,5
38,7
∑

y%
22,8
17,2
23,4
13,8
15,8

rx
1
2
3
4
5

ry
2
3
1
5
4

d2
1
1
4
1
1
8

In order to calculate correlation coefficient of Kendall ranks, the data beeing sorted
descending, considering x rank (1 is the biggest rank)
rx
1
2
3
4
5

Country
Germany
Czech Republic
Hungary
Romania
Bulgaria
n

n

i =1

i =1

S = ∑ Pi − ∑ Q i

x
114,2
81,4
65,7
39,5
38,7

S = 7-3

y
22,8
17,2
23,4
13,8
15,8

ry
2
3
1
5
4

Pi
3
2
2
0
0
∑=7

Qi
1
1
0
1
0
∑=3

so S = 4

2×S
K = 8 / 20 so K = 0,4
n ⋅ (n − 1)
The results of 0.6 and 0.4 indicates a direct and strong enough connection. Between
the two indicators: so change in GVA influence in the same way the weight of GVA in
service area.
In all situations state interviens in order to ensure at least partially the complete
access of all citizens to these services. The formes of intervention are extremely different.
The expression “service of economic interest” used in European Union (EU),
regards the services of economic nature as beeing secondary to public services obligations
for the general good.
Services do have a significant importance for the European Economic Community,
because these represent 60% and 70% from the economic activity of EU-25 and almost the
same percentage from occupied workforce of EU-25.
The governing principle over the services intern market was generacally named the
fundamenthal principle of freedom ” and was seetled by the means of European Community Treaty.
According with this principle, companies having their headquarter in a member state have the
freedom to be established and to supply on other member countries territory.
One of the most important document of EU, services directive, approved by the
European Parliament in 2006 has as a main objective the facility of overseas services on the
intern market, by obviateing the services performers establishing professional activities in
foreign countries, member of EU.
K=
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The governing principle of ”country of origin” was abandoned in favour of the stipulation
entitled ”freedom to provide services” which ensures services on the country in question.
Among the services contained by the directive, appear also the specific services for
enterprises (management counseling, advertising ) and consumer services.
Serviciile de interes economic general cum ar fi aprovizionarea cu gaze, apa, curent
electric, acestea sunt acoperite de dispozitiile referitoare la libertatea de stabilire.
The directive has no effect upon domains or upon other legal instructions that are
already settled; some professions are under the directive but these are rather under the
existing settlements from different sectors in economy.
An obstacle in service development – especially for population- was connected to
the low level o purchasing power, because now a lot of service prices are still much bigger
than the average possibilities a family may have, here beeing considered a family that has as
priorities achievement of food, closes, maintenance.
In market economy, the state intervienes less every day. The foreknowledge of any
changes of structure by using Markov chain in services demand analysis, allowes the
analysis and the foreknowledge of services structure and evolution on short term (for year
n+1), already knowing their structure for the previous n years.
In order to analyse and to predict the structural changes of an indicator (the structure of
occupied population on economic sectors, the structure of consumption expenses , the structure of
sectors cntribution to the creation of GVA ) one may use some statistical methods like : the
medium dinamic indicator method, the method of medium rate, the method of liniar trend,
exponentially or by a parabolical, but also by using Markov chain.
The structure of consumption expenses of housebandries from Romania evolved as
it is seen below :
AYear

Food related expenses
(a)
49.6
47.2
46.4

2004
2005
2006

Non food related expenses
(na)
27.6
28.8
29.7

Services expenses
(s)
22.8
24
24.9

For 2007, it is shown below a prevision in expenses structure.
The calculation of transition matrix
It is calculated n-1 transition matrix, where n is the number of years for wich there
are data. The first transition matrix shows the changes in the structure of onsumption
expenses in 2004 compared to 2005.

A

NA

S

2004

A

49.6

-

-

49.6

NA

-2.4

28.8

1.2

27.6

S

-

22.8

22.8

-

2005 47.2 28.8 24
100
From the results obtained it is shown that the weight of food related expenses
dropped in 2005 compared to 2004 by 2.4 % and the weight of services expenses grew in
2005 compared to 2004 by 1.2% whereas non food related expenses grew by the same
percentage, 1.2%.
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Second matrix:
A
NA
A

47.2

-

NA

-1.8

29.7

S

-

2006 45.4

-

S

21

2005
-

47.2

0.9

28.8

24

29.7 24.9

24
100

The weight of food related expenses in 2006 confronted by data in 2005 dropped
by 1.8%, the weight of services expenses grew by 0.9% and the weight of non food related
expenses grew by the same percentage of 0.9%.
In order to become a member of the EU, Romania had to accomplish some criteria
established in Copenhagen and to be in line with the legislation and the politics of EU (what
we know as communitarian Aquis).
The adhering negotiations established the conditions in which communitarian
Aquis is applied in Romania, before and after adhering (in all the transition period
established during negotiation – which implies the temporary exception of applying some
parts of the European legislation) and the way Romania will take part in Union Institutions
and Budgets.
The unique european market consists in a free circulation of people, goods and
capital in member countries like they were only in one state.
The birth of unique market represents the essence of the Union. The unique market
was created by EU institutions and by the member countries by a lot of directives which
helped eliminate the technical, legal.beaurocratical, cultural and protectionist barriers of
their member and it was created th free trade and the free vement inside the Union.
According to Eropean Commission, from 1993 the unique market ceated over 2.5 million
jobs and brought to the member states income of over 800 billion Euro. By eliminating
impediments and by opening natioanal markets grew competition between enterprises in
benefit of the consumers who now have a bigger services offer at a lower cost, because it is
not allowed for us to forget that services are considered as the most profitable activities of
an economy.
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Abstract. After a transition period when the banking systems of the Central and
Eastern European Countries were, mainly, restructured and privatized, in the present they find
themselves in a new stage, caracterized by a greater integration with in the banking systems of
the European developed countries. Still, the financial systems of the Central and Eastern
European Countries base on the banking sector largely then the financial systems of the
European developed countries. The statistics realized before the first wave of accession to the
European Union stressed another essential difference, namely the share of the foreign capital
in the total capital of the banking sector in the Central and Eastern European Countries.
An important trend at international level represents the settlement of banking trusts.
In the last years, the number of the financial trusts significantlly increased in Romania, too,
those being represented by the banking grups that included, mainly, banking branches,
securities societies and leasing societies.The concentration advantages are very clear, because
it is well known the fact that, in the transition period, the small sized banks are very vulnerable.
Besides the concentration phenomenon, another reality of the Romanian banking system is the
specialization of the activity derulated by the banking societies, that was mainly due to the
nature of the bankink share capital.
Key words: restructuration; privatization; banking inttegration; security societies.
REL Codes: 10B, 11B, 11C, 20E.

In the past, banks from euro area were the main suppliers of financial services on
national markets which were fragmented and protected. When the borders between
national markets and the regional ones disappeared, the European banks realized that the
rules of the game will change, that the new reality implies new pressures. The financial
institutions have reacted differently to these evolutions of the competitive environment.
The most important institutions generally will change their positions by creating new
activities or by extending geographically. Thus, even from the beginning, they felt the need
to enlarge their dimensions and the stability, to better face the competition which exists in the
domain of the financial services at a global scale.
Currently, it is noticed that one of the most important characteristics of the activities of
banks is represented by the internationalization. The restructuring of the banks systems from
Central and Eastern Europe have created the premises so that foreign banks should extend their
activity in this part of Europe. Among the reasons which determined the foreign banks to invest
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in this area, we can mention the maintenance of clients from their country, but also the
possibility to gain of some important profits as a consequence of the possibilities of increasing
that are presented by some mentioned banking systems. Together with the advantages of the
development of the European banks activities and the intensification of the relations between
the banks in other countries, a range of problems is appearing, regarding the banking risks and
the increase in the vulnerability of the international banking system.
In this global process Romania was also included, and after 2000, the banking system
was submitted to some important restructurings which created the premises for the foreign
banks to make some investments in our country too.
It is well known the fact that at the beginning of transition period towards the market
economy, the banking systems from Central and Eastern Europe have suffered fundamental
changes. The system mono bank was abolished and the banking system on two levels appeared,
consisting of the central bank, with particular functions (in the domain of implementation the
monetary policy and the credit one, monetary issues, the surveillance, and the payment system,
monitoring the rate of currency) and trade banks. The greatest part of the trade banks which
came from central banks were restructured, recapitalized and privatized, and many private
banks obtained the functioning authorization. But because of the fact that, initially, their
functioning license of the banks was given sometimes easily, and the process of supervision
was relaxed, a range of banking crises appeared. After that the strengthening of the supervising
the trade banks, as well as the process of consolidation and liquidation of the insolvable
institutions allowed the increase in the financial stability.
After a transition period when the banking systems from Central and Eastern Europe
were, in a great part, restructured and privatized, currently, they find themselves in a new stage,
characterized by an important integration with the banking systems from the developed countries.
But the banking systems from these countries are still little developed in comparison with the
banking systems from the Western countries in Europe. More than that, the financial systems from
Central and Eastern Europe rely on the banking system in a larger measure than the financial
systems from the European developed countries. The statistics made before the first round of
adhering at the European Union, also pointed out another essential difference between the banking
systems from the countries in Central and Eastern Europe which are not yet in the European Union
and the banking systems from the countries in the European Union, respectively the weight that
the foreign capital had in the entire bank stock.
In the countries that aspire at the European Union, the foreign capital represented on average
65% from the entire bank stock, a percentage with tendencies of increasing, as concerns account the
finalization of the privatization processes of state banks. Even more, in some countries, the banking
systems were hold almost entirely by the foreign capital. On the other side, in the countries from the
European Union, the foreign capital represented almost only 20% from the bank stock. Among the
factors which determined the reduced weight of the foreign capital in the banking systems from the
European Union we can mention the reduced rank of market integration in the past, the existing
differences in the banking culture, as well as the desire shared by the authorities and also by banks in
order to keep the control on national level. As a consequence, the adhering of the first countries from
Central and Eastern Europe to the European Union determined the modification of the entire
structure of the banking system in the European Union, widened in the sense of increasing the
heterogeneous level and the weight of foreign capital in the entire bank stock.
The general opinion is that the reasons which determined the enlargement of foreign banks
activities from the countries in Central and Eastern Europe were the same as in the case of
multinational enterprises: lower costs given to local producers or goods and services that did not
exist on the respective market. To these ones we add the fact that foreign banks followed their clients
from their country of origin, who invested in the Central and Eastern Europe. Taking into account that
the processes of restructuring of banking systems from these countries began after 1990 (except
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Hungary, where they started in 1987), foreign banks could offer goods and services which were
different from the ones or regional banks. Another reason which contributed to the intensification of the
foreign banks presence in the region was constituted of the fact that in the countries of origin the
increasing possibilities were limited, and the spreading towards east constituted an efficient modality of
increasing the profits.
Among the most active banks present in the region we can mention the Austrian banks, the
Italian and Belgian ones. The activity done by foreign banks in Central and Eastern Europe consists of a
great range of producers and banking services, as: the catering of enterprises from the country of origin
which invested abroad, the accommodation of loans to other multifunctional enterprises and to the best
regional clients; the investment banking activity, retail activities, banking consulting.
Even if the attitude towards foreign banks differed from one country to another, from a level
to another, although the general opinion is that, by the capital contribution or the brought know-how,
foreign banks hold a major role in the modernization of banking systems in Central and Eastern
Europe, in the increase in competition and their efficiency. Together with the uncontestable
advantages of the foreign implication in the banking domain, there are some fears regarding the
lose of control over the national banking system and the possibility of its destabilization, the
foreign banks dependence towards the headquarters in the country of origin, the burden of the
banking supervision process, the competition of regional banks with less experience etc.
Because of this process of regionalization, the trends that are manifesting in the European
financial system, also involve the evolution of the banking market in Romania. thus, as on the
European level the important banks want to become even more important, also in Romania is
taking place a process of concentration, through acquisitions and fusions, the most recent one
being the one between HVB Bank Romania and the "Ion Ţiriac" Bank. In the same time, it is
recorded a tendency of specialization, very well presented in the domain of financing the
Small and Medium Size Enterprises of ProCredit Bank, in the locative domain by the banks
for dwellings created by Raiffeisen Bank and HVB Bank, and in the domain of credits for
automobiles by Porsche Bank.
The relation with the modern banking practices, assured by the banks with foreign
capital to which it is added the increase in the clients’ exigency, also led to the quick
assimilation and to the development of some services which imply advanced technology.
Romania succeeded in surpassing relatively quickly the stage of cheques and of
other paper payment instruments and moved to the electronically instruments, process that in
other countries lasted a few decades. Thus, beyond the accelerated increase of the number of
users and the volume of operations through electronically means of payment, which, only in
a few years, have become from an exception, a rule, in Romania, the services of internet
banking are gaining more and more ground, in the same way as the tendencies of
development at European level and even global of services of e-banking and e-finance.
An expression of the more and more important role played by the informational
technology in the development of banking systems consists in the modernization of the
Electronic System of Payment –although with a certain delay which will allow, starting with
this year, the reductions of disconnecting time, the diminishing of costs with commissions,
the interconnectivity with the European system TARGET, as well as the increase in the
system security.
The influence of the regionalization process is also reflected by the tendency of
innovation of local banks, concretized in the continuous diversification of the range of
products offered to clients, or by the opening of subsidiaries with a particular profile
(insurance companies, of brokerage and leasing) or, by offering new products (real estate
credit, credit for holidays etc.)
At the end of 2004, the banking intermediation was of 17.5 per cent (in comparison
to 9.3 per cent in 2000), currently, it is situated to almost 20 per cent.
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The average of the intermediation level of the 10 countries which adhered to the EU
in 2004 was of 39 per cent and probably, they will reach in the moment of passing to
eurozone an intermediary level of almost 50 per cent. Romania could also reach this level at
the moment of adopting the euro.
The number of banks in Romania in 2012-2014 (when the euro will be adopted),
will be the result of some complex processes where an important role will be played by the
competition on the banking market as well as the policy of great actors of the market, this
one depriving the development of their territorial networks and of the credit profit. In the
future, the quality of services offered by the Romanian banking system will be more
important than the number of banks.
In the context of the globalization of the banking activity, and implicitly, as a
consequence of the increase in competition, it is necessary the acceptance of a solution for
the consolidation of little banks credit, whose assets do not exceed 1% from the assets of
Romanian banking system. It is estimated that, at a total level of banking assets of almost
10 billion dollars, the number of banks from the Romanian banking system is too large, the
optimal one being between 20 and 30. However, the solution is not to diminish the number
of banks, but to increase the volume of their assets.
In the future, the optimal solution the managers from the Romanian banking
system must adopt, in the context of the economic integration in the European Union, is
represented by the concentration of the existing resources through processes of fusion
or acquisitions, or the increase of the banking capitals, as a consequence of attracting in
stockholding some very strong investors. The advantages of the concentration are very
clear, because it is well known the fact that, in transition periods, little banks are very
vulnerable. Thus, a little bank do not dispose of the necessary money to realize an
infrastructure which should allow it to offer integrated financial services in order to
stimulate accordingly its customers, but also the personnel and its stockholders..
Another important element is also represented by the customers’ portfolio, little banks,
because of the fact that they can not grant very important loans, they are forced to
address themselves to small and middle enterprises that are also exposed to the shocks
in economy. In this context, the necessity of banking concentration is vital, no matter
the way it is realized through the increase of the social capital or through the fusion or
acquisitions by strategic investors.
We consider that all Romanian banks will have to refer to the increase of the cash.
Unfortunately, many of these institutions on the Romanian market do not have a name
attractive enough to investors. Facing the competition with great European banks, they will
disappear. This year is thought to be a reference point for the intensification of the
competition in the banking system. For start we attend at the diversification of the products
offered to clients, where foreign banks will play an important part, and later, after the
integration, the process will end, probably with the reduction of the bank’s number.
It comes out that the acquisitions or fusions are the only ways for small banks. We
appreciate that the banks with a weak rating do not have a financial strength, and in the
future these institutions either will fusion or will be takeover. At the end of 2005 none of the
banks qualified in the best rating category, but most of them, representing 78.2% of the total
assets were quoted with a rating of 2. In the classification made by National Romanian
Bank, an important weight, of 21,4 % of the asset is found in the banks that had received a
rating of 3, while the last but one rating covers only 0,4% of the system.
Starting with 2002, none of the Romanian banks in the weakest category – rating of
5. The first five banks cumulated, at the end of Mars 2006, approximately 58% of the
banking assets and 60.5% of the total of credits.
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Not only the Romanian market is marked by the potential banking fusions, the most
considerable being of course, HVB- Ţiriac Bank-Unicredit. At the European Level, even the
“big ones” group to gain a better position on the market. Who can buy does not think twice
before acting (and we remember here the Credit Agricole – Emporiki Bank) and who can
not deals fusions. The most recent event is emphasized by the Italian market, where in the
attempt of catching the number one position the second and third position banks join their
efforts under a common brand.
On the national level the idea of fusions between small banks is agreed by these,
existing, at a certain point, even some discussions regarding the foundation of the Small
Romanian Banks Union, grounded on the globalization trend worldwide. As a conclusion,
the consolidation of the bank system will continue, while the accession process at
European Union will move forward, the European integration will put big banks in a
difficult position because these will have to face the competition with great European
financial groups. Regarding the small banks, it would be necessary for them to fusion or to
be bought, facing even bankruptcy, in case in which they will not focus on a market’s niche
with very well specialized customers.
Besides the concentration, another reality of the Romanian bank system is the
segmentation of the developed activity of the bank societies, which has imposed over the
nature or provenience of the banking social capital. Thus, banks with a state majority capital
were involved specially, in financing state companies and the public sector, financing which,
because of the fact that many times the interest’s installment was strongly negative, it meant,
practically, an implicit subsidization of the national economy. Similarly, the private capital
banks financed the public sector, and the foreign banks involved, mainly, in financing
various foreign companies, preferable with the same origin as the mother- bank.
Also, in Romania are very present the reasons that stood for the arise of the
specialized credit institutions in many developed countries, these reasons being in
connection mainly with: the insufficient offer for funds from the bank commercial sector for
certain operations; the necessity of ensuring a distribution channel for the stipend credit; the
need to offer an alternative way for outrunning the access difficulties to the capital market
for many economic agencies. The existence of such institutions is justified by the idea that
the commercial bank’s sector generated an insufficient founds supply on medium and long
term because it focuses on the most profitable segments on the market which require a
relatively small risks.
Thus, the appearance of the specialized credit institutions is very useful for financing
those investments that, through their nature, volume or settling day cannot be financed in a
reasonable measure by the rest of the banking sector. On the other hand, these will have to
function based on the subsidiary and complementary principle with the bank system, for avoiding
the competition’s distortion and for supporting the development of the commercial banks with
who they will collaborate in the distribution of the financial resources. Likewise, for fulfilling
successfully their public interest mission the specialized credit institutions will have to enjoy a
decisional independence and to act independent from the state.
The existence of specialized banks must qualitatively improve the banking system,
and an important area in which the specialized banks will have a long action field is the
attraction of savings. An important from of the specialized banks is represented by the
Savings for Construction Houses in Germany, these institutions having for clients specific
products. This type of institutions should arise also in the Romanian banking system in the
conditions in which the National Housing Agency states the introduction of a joint saving
and credit system, with the purpose of solving the dwelling issue. Another type of
specialized institutions which does not exist yet in Romania, the mortgage banks, had
created all the necessary conditions for their appearance because of the existence of the
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settlement of the mortgage credit law and the weak weight of such operations in the present
bank’s portfolio.
An important international trend is the establishment of banking groups. In the past
few years, the number of the financial conglomerates has considerable grown also in
Romania, these being shaped as banking groups, which included mainly, banking branches
movable values societies and leasing societies. The structure of these conglomerates is
influenced by the existing settlement frame which does not allow the banks to directly
operate on the capital market. Also, the banking legislation states that the financial leasing
operations will be unfolded by banks through separate societies, constituted in this purpose.
Therefore, the great commercial banks founded movable values societies for an indirect
operation on the movable values markets and are stockholders for various leasing firms.
A few Romanian banks have shares also in the national insurance societies, the
property connections between the bank industry and the insurance one being weak because
Romanian legislation does not allow shares of banks greater than 20% of the capital of an
insurance company. For allowing a better following of the financial conglomerate’s activity
the collaboration between supervision authorities on sectors was strengthened lately. On this
purpose in October 2001 an Agreement Memorandum between Romanian National Bank
and the National Movable Values Commission was signed. A similar document was signed
during February 2002 between the Banking supervision authority (National Romanian
Bank) and the Insurance Supervision Commission.
Though the structure of the Romanian banking system before 1990 was in large
measure similar to that of the other savings in Central and Eastern Europe, however, in
certain aspects was more rigid and had a passive economic part. After 1990 still affected by
the bankruptcy of a few private banks, the Romanian banking system had a better evolution,
the National Romanian Bank’s service having a decisive influence over the commercial
banks and over the whole economic evolution.
The involvement of foreign capital in the Romanian banking system represents, in
our opinion, one of the most powerful trends which will affect the commercial banks activity
under all its shapes. The global character of the Romanian banking activity may be analyzed
in the most simple, but simultaneously eloquent manner through the effective insight of
foreign banks in Romania. Through this effective insight we understand the en trance and
development (either organic or through taking over, acquisition or fusion, or under the shape
of branches and subsidiaries) of the presence and involvement of the international banks in
Romania. This process was made grounded on the economic and political liberalization after
1989 in Romanian and in the general context of foreign banks expansion in Central and
Eastern Europe.
Romania is already one of the countries with the greatest foreign banks domination
in the banking system (88% of the assets after the Romanian Commercial Bank privatization
and after the Savings and Registration House – CEC – the banking asset controlled by
foreigners will Passover 92%). This does not mean that foreign banks should be considered
better, regarding its heterogeneous. On the Romanian market are present prestigious
international banks, but also many regional banks. The selection criteria must and will be
those strictly related to the performance, indifferently of the capital’s nature, national or
foreign we could even say that, if the statement does not seem too venturesome, the
Romanian banking system would have become dominated by the foreign banks even
through the organic development of these, without any privatization. A simple view at the
market quotation’s evolution of the main banks only in the past 7 years (1998-2005) shows
that, for example BCR-Romanian Commercial Bank (including Bancorex) last 40% of its
market quotation (if in 1998 it had, with Bancorex 41.4% of the banking system’s asset, in
2005 had 25.7%). The lost market quotations of BCR and other banks (CEC) were passed
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specially in the international banks accounts which dove lopped from zero and to those
which were privatized through strategic investors (BRD - GSG). Some private banks
(Raiffeisen, Bancpost) did not obtain, however, such important performances as BRD GSG). We could say that the simple existence of some foreign (banks does not assure itself
the system’s performance and stability, respectively the financial system’s capacity of an
efficient allocation of its economic resources, of the financial administration of risks and the
way of decaling with durable systemic shocks sometimes even against. The fundamental
part in the insurance of the banking system’s stability is played by National Bank. One of
the main action directions for the central bank , as we said earlier, regards the harmonize
with legal, office and supervision frame of the European Union, space characterized through
the large liberalization of goods services , capital and (less) labor force circulation.
The successful application of the European settlements depends on the existence of
some preliminary conditions settled by the Basel Committee with great relevance for
Romania: healthy and sustainable macroeconomic policies; developed public infrastructure;
efficient market discipline, adequate procedure for an efficient solving of the banks
problems; systemic protection mechanisms.
Harmonizing the standards and correlating them with the ones included in the
Basel II Agreement (Order no. 12, dated in 2000, revised and updated) will lead, on one
side, to assuring a more flexible background for determining the adequate requests of asset,
depending on the risk profit of credit institutions, and on the other side, on creating premises
to determine the financial system. The settlements included in the three piles of Basel II
Agreement are actually concerned with these requests related to the necessary assets for
covering the principal risks (the credit, market and operational risk), to the adequate
surveillance of asset and strengthen the market discipline. Also, the improvement of the
surveillance system includes the improvement of the internal control systems of the banks
too, the settlement of the risks and of the exposures towards the persons situated in a special
relation with the banks, the surveillance on solid grounds, taking into consideration that
most banks are members of financial conglomerates.
Further more, when a banking system is dominated by foreign banks, the
implication of the central bank in the monitoring process, analysis and evaluation of the
national financial systems and of the major international markets and the efficiency of these
interventions are determinant for the system’s settlement.
Finally, let’s not forget that the foreign banks have more moving liberty on the
outside of the country’s borders, and a series of measures taken by the central bank can
prove inefficient. A very recent example in this way is provided by the restrictions imposed
by the National Bank for the foreign currency credits, which, at this moment, represents one
of the highest risks from the banking system. This is true, after these restrictions, the large
banks belonging to some external groups continued to give foreign currency credits,
externalizing a part of them, by registering them to the mother bank balances or to other
“sister” banks of this group. The other Romanian banks, which are actually a few,
concerning their number couldn’t benefit from these advantages.
It is unanimously recognized the fact that the banking market in Romania has a high
potential of development generated by the degree of financial intermediary still low and the
reduced level of debt of the population which makes the Romanian banking market an
attractive target for the large foreign banks.
In our opinion, the European Integration will reorient the activity and management
of the Romanian large banks, because these will have to face the competition with the big
European financial groups. As for the small banks, it will be necessary for these to merge or
to be bought, being in the condition of bankruptcy if they don’t orientate to a market niche
with well specialized customers.
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Due to the rise of competition, it is necessary to find a solution for consolidating
the asset of the small banks, whose assets don’t surpass 1% of the assets of the Romanian
banking system. It is assumed that, at a total level of the banking assets at the fourth
trimester of 2006 of approximately 51.467,8 million Euros, the number of banks from the
Romanian banking system is much too high.
The situation of the assets of the first 10 commercial banks
in the whole Romanian banking system in 2006
Table 1
Bank
Assets (%)
Bank
Assets (%)
l BCR
25 90
6 Bancpost
4 42
2. BRD
16,10
7. ING
4,15
3. Raiffeisen
7,94
8. Alpha Bank
4,10
4. HVB Tiriac
5,07
9. CEC
4,04
5. Banca Transilvania
4,64
10. ABN Amro
3,02
Total first 5
59,2
Total first 10
78,93
Source: Taken after the information provided by “Ziarul Financiar” nr. 2060, 29.01.2007.

In this context, the necessity of the banking focusing is vital, no matter the way in
which it is done, through increasing the social asset or through merging or acquisition by
strategic investors. The acceptance of this idea is demonstrated also by the proposals made
by the managers of a bank in Romania concerning the increase of the social asset,
summarized in the table:
Banks which announced the increase of the share capital in 2007

Table 2
Bank

Market quota
in 2006

The sum that the
The major shareholder
social asset is
increased with
Mindbank (ATEbank)
0,19
68,17 mii. Iei
Agricultural Bank of Greece (ATE Bank)
Volksbank România
2,67
112 mii. lei
Volksbank International AG
Pireus Bank
1,10
50 mii. euro
Piracus Bank Group
Banca Carpatica
0 93
23 08 mii lei
Bank Leumi
0,33
1,8 mii. lei
Bank Leumi Israel
Banca Transilvania
4,64
217,7 mii. lei
Source: taken after the information provided by “Ziarul Financiar” in the period January – April
2007.

The harsh competition and the entrance on the market of some strong foreign banks
force the small banks and not only these ones to find sources of financing for sustaining
some major investment plans for developing the IT systems, setting up subsidiaries
(assurance, leasing, micro-credit, factoring) but also for the network’s extension.
As in the case of many of the European banking systems, in Romania we also assist
to a process of continuous reduction of the interest rate owed to the banking competition.
The foreign banks which entered the Romanian banking system due to the acquisition
processes promote aggressive strategies of increase of the market quotas launching modern
technologies like home banking with telephone services or internet banking. The other banks
are forced to enter this competition making considerate financial efforts trying to keep the
market quota and the most profitable clients.
The development of the bank concept from the distance (internet banking) will be,
in our opinion, one of the tendencies with the highest impact to the evolution of the private
banking system, opinion sustained also by the evolutions registered a few years ago in the
most part of the countries of the European Union and especially in Great Britain and Ireland.
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The diversification of the banking products and services for the corporate
customers and also for the private individuals and for the state and local collectivities, the
generalization of the use in banking transactions of IT technologies and of the complex
informatics networks, the continuous diminishing of the credit price and the development of
the consumer credit and of mortgage credit represent, in our opinion, the major tendencies
but also the challenges for the Romanian banks situated in the process of integration of the
European Banking System.
When it comes to the Romanian Banking System, its reorganization, it needs to
keep in mind the predictions concerning the economy evolution on the whole, as well as the
possible levels to reach for some periods.
The Romanian banking system, more advanced in our opinion through the reform,
has the role of assuring the healthy circulation of money in economy, implementation in the
practice of settlements and measures of monetary politics and to realize the necessary
conditions necessary to restart the process of increasing economy of the country.
Situated, due to the actual conjunction and to the circumstances of the
modifications of the substance which takes place in the continental and world economy, in
the center of the restructuring and economic development policies, efficient functioning, on
modern bases, of the banking system in Romania represents one of the fundamental
conditions of the strategies of our country’s accession to the European Union standards.
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Abstract. The interdependence between countries and the importance of the
economic links between them has reached an extend unprecedented in history. In the context
of globalization, the mobility of production factors may get pressure on governments to
reduce taxes in order to remain attractive.
Reduction of tax rates in most members of the European Union over the past few
years seems to support the hypothesis that countries compete. Fiscal policy remains one of
the few tools at the disposal of national governments in their effort to influence their own
economies. To keep their economies attractive many of the new members have responded by
cutting tax rates. West Europeans fear that low tax rates in the new member states will
attract companies, taking jobs and investment with them. These countries proposed a tax
harmonization, especially a corporate tax systems harmonization.
The fiscal reform in Romania (2005) was initially presented as the fiscal relaxation
necessary to private entrepreneurs support, to foreign investments attracting and to free
initiative stimulating, fact that should lead to the Romanian market economy consolidation
and development, one of the main requirements imposed to Romania in the European Union
adhesion process.
Key words: globalization; tax competition; tax harmonization.
REL Codes: 3D, 8K, 13A

1. Disputes on the tax competition
The world economy globalization, the progress of trade liberalization and capital
flow extent have made easier the movement of goods, services, labour and capital beyond
the natural borders. In consequence, the taxpayers have more possibilities to avoid the high
taxation in a certain country by moving the taxation to countries with lower fiscal rates, so
that the opportunities of economic development move from one country to another. The
fiscal competion occurs when the goverments are encouraged to lower the fiscal charges in
order to attract direct foreign investments, financial investments or to achieve other goals of
their economic policy.
Income taxation causes great difficulties within an open economy, since there is a
world competition of attracting investments. Thus, most states have started the reform of
their fiscal policies in order to improve their international competitiveness. But the fiscal
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charge is only part of the complex formula that describes the national competitiveness,
together with the labour cost, its flexibility, the professional training, the political and
legislative stability, etc.
In case of barrier removing regarding the free movement of capitals and labour, the
European Union exemplifies the best the role of competition through taxes. A good example
is Ireland. It was the poorest country in the Community when it adhered in 1972, but it
became one of the richest within three decades. Obviously one of the main factors that
contributed to this development was the affiliation to the European Union and the sizable
support it received in time. Unlike other states (Greece, Portugal, Spain) that did not show
the same levels of prosperity during the same period and on similar conditions (see table 1),
Ireland chose a friendly fiscal policy with the lowest income taxes for the European Union’s
companies, attracting an important volume of foreign investments, while the infrastructure
needs were financed from European funds.
When the central and eastern European countries adhered to the European Union,
this scenario repeated. Thus, when the fiscal advantages for the foreign investors were
cancelled, the new member states had to reduce the tax rates for both foreign and domestic
investors, in order to maintain their economies attractive.
The net taxpayers to the budget of the European Union (Germany, France, Italy)
stood against this situation, considering that the new member states should increase their
taxes to avoid an unfaithful competition with the countries with higher taxes. Also the
countries with generous fiscal policies became the attack targets of some international
organizations such as the International Monetary Fund or the Organization for Economic
Cooperation and Development. From these organizations’ points of view, the fiscal
competition between states will generate serious negative implications in income
distribution and financing possibilities for social and cultural expenses. Given such
conditions, setting up multilateral agreements to avoid the fiscal dumping is a frequent idea
in the European Union and worldwide.
In 1996, the Ministers for Finance of the member states asked the Organization for
Economic Cooperation and Development to draw up a plan of measures to limit the
distortions caused by the unfaithful fiscal competition within the investments and financing
decisions, as a consequence of the fiscal national rate. This report was approved on April
19th, 1998 by the OCDE Council, that also adopted a Recommendation for the governments
of the member states.
The problem disputed by the OCDE was also taken by the Group of countries G7
during the Summit in Lyon, 1996. They concluded that globalization creates new problems
in the fiscal field. Developing fiscal facilities meant to attract investments may produce an
unfaithful fiscal competition between the states, causing a risk of trade and investments and
international fiscal disagreements in time. Moreover, this may prejudice the equity and
neutrality of fiscal policies and may affect the world economy development, as well as the
taxpayers’ trust. Thus, the report admitted the limits of unilateral and bilateral responsibility
caused by the unfaithful fiscal practices, which are – basically – multilateral, in case of
globalization, a fact that implies the progressive liberalization of commerce and
transnational investments, the strongest engine of economic development and living
standard increase.
On the other hand, the European Union made a series of actions to avoid the
unfaithful fiscal competition. In December 1997, the European Council adopted a set of
measures meant to avoid this phenomenon, a fact that diminished the disagreements on the
unique market, avoided the loss caused by different fiscal “recipes” and allowed more
favourable fiscal strategies. At the meeting of the Council for Economy and Finance
(ECOFIN) from January 1st, 1997, the Ministers for Finance of the Member States agreed
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unanimously upon a Fiscal Package to fight against the Unfaithful Fiscal Competition, that
included the action code regarding business taxation, the key elements of interest taxation
and the principle agreement regarding the need to eliminate trans-frontier payment taxation
on interests and royalties between companies.
Ireland’s economic development, compared to the four poorest countries of the
European Union (depending on the gross domestic product – 100% represents the
average value for the EU)
Table 1
Ireland
Portugal
Spain
Greece

1983
64%
55%
71%
62%

1993
80%
69%
78%
65%

1995
90%
70%
76%
64%

1997
100%
70,7%
77%
64%

Source: Eurostat.

2. The fiscal agreement in the European Union
The main objective of the CEE treaty is to create a common market within the
economic union, dominated by a loyal competition and whose characteristics are similar to
those of a national market. The agreement process for the indirect taxation in the
Community, according to the Article 99 of the Treaty, includes those measures necessary to
create and allow to function the Internal Market, by preventing the competition altering and
by removing the impediments against a free movement of goods and services.
The first step to achieve this objective was initiated in 1967, by replacing the
cumulative cascade taxation used by then by the Member States with a value added tax, noncumulative, applied in all phases of production and commerce. Thus, a new general
consumption tax was introduced in all Member States, based on the principle that the tax for
goods and services is directly proportional with the price, no matter the number of
transactions within the production process and delivery before the stage of taxation. The
second step was to abolish the fiscal control on the internal borders of the Community.
The process of fiscal agreement in the European Union started in 1996, when the
European Committee presented a program of actions in order to quicken the transition of
VAT system to a final common system. This program contained five phases referring to the
general VAT principles (taxation object, taxation share, taxpayer’s definition, exceptions,
rate approximation, etc.), taxation place, meaning the taxation principle in the origin place
(the territorial VAT purpose, taxation place and taxpayers control), measures to support
transition to the final system, maintaining the special models and procedure to share the
fiscal incomes between the Member States. Although the idea of adopting the final VAT
system, based on the principle of taxation in the origin country of the goods and services
represents a strategic priority of the Community, it was proven very difficult to find
agreement between the Member States on this matter. Therefore the Committee proposed on
June 14th, 2000, a new Strategy to ensure a more efficient operation of the VAT system on
the common market (IP/00/615). This strategy admits the impossibility to reach quickly the
final common VAT system, and identifies the main actions to make the existing system
efficient: increasing fiscal incomes by improving the control and administrative co-operation
between authorities, fraud fighting, establishing a minimum standard VAT rate; decreasing
the administration costs for taxpayers and simplifying the payment, record and refund VAT
procedures, establishing special arrangements for some categories of goods and services,
etc. A community system regarding the excise taxes was introduced on January 1st, 1993, as
part of the Internal Market. The goods included in the community excise tax system are:
mineral oils, tobacco and alcohol products. The community legislation defines those
products that may be subject to excise taxation together with a minimum rate system for
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each group of products. The Member States can maintain or introduce excise taxes on other
products, provided they do not involve formalities regarding the passing of Community
internal borders and under conditions and obligations of the Treaty. According to the
Community legislation regarding the excise taxes, the goods are subjects of taxation when
they are produced in the Community or imported by the Community from third countries,
but the tax must be paid only when the goods move for consume. Thus the excise taxes are
paid to that Member State where the goods are consumed and the rates applies in that
Member State.
In case of the excise taxes, the main measures adopted after 1995 regarded the closeness
of structure and excise taxes in the Member States, as well as perfecting the fiscal control in order
to apply excise taxes and mutual assistance of fiscal authorities. On March 14th, 2001, the
European Committee presented the proposal for the Directive regarding the change of Directive
92/79/EEC, Directive 92/80/EEC and Directive 95/59/EC, regarding the structure and excise taxes
applied for the tobacco products. The proposal objective is to minimise the difference between the
excise tax rate applied for the same products in different State Members and to increase the excise
tax rate in general. Specific taxation measures were adopted in the European Union in the fields of
transport and energy, to promote biological fuels and environment protection. The European
Committee adopted a program of actions and proposals for two directives meant to stimulate the
use of alternative fuel sources in transport, by a normative and fiscal promotion of the biological
fuels. The proposed actions will co-ordinate the national taxation models of biological fuels and
will help the Member States to implement economic and legal premises to reduce the carbon
dioxide emissions and to support the energetic security of the European Union. On July 24th, 2002,
the Committee presented the proposal for the Council Directive regarding the change of Directive
92/81/EEC and Directive 92/82/EEC regarding the introduction of special fiscal arrangements for
diesel fuels used for commercial purposes and aligning the excise rate for oil and diesel fuels. The
purpose of this proposal is to eliminate the unfaithful competition on the liberalised market of
motor transports, through an agreed excise tax rate for the commercial fuels.
In case of direct taxation, the following measures for fiscal agreement may be
pointed out:
– the proposal regarding the common system of interest and royalty taxation
between the associated companies from different Member States, presented by
the European Committee in 1998 and whose purpose is to abolish the double
taxation of interest and royalty payments between associated companies
(including branches) from different Member States. The Member States where
the companies (branches) are located, and that perform the payments stipulated
by the directive to the associated companies which are permanently located in
other Member States will not apply any taxes or fees for these payments. The
respective amounts are assigned to the taxation base of the commercial
companies to whom benefits were transferred, in order to determine the income
tax.
– the proposal regarding the ensuring of an efficient taxation of the natural
persons’ incomes as deposit interests on the Community territory, presented by
the Committee in 1998, but carried out as a project in 2001. This directive is
based on the principle that all incomes resulted from the interest payment due to
a natural person resident of a Member State has to be charged according to the
legislation of that state. The main mechanism provided by this directive to attain
the mentioned goal is the information exchange between the agents that perform
such payments and the fiscal authorities of their states on the first hand, and the
automated information exchange between the fiscal authorities of different
Member States. It was difficult to agree upon this Directive, because its
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implementation and the protection of the economic interests of some Member
States meant to adopt some similar mechanisms by the states that are not part of
the EU but may influence the capital flow to improve transparency for the fiscal
purposes in the EU.
– the European Committee presented on May 28th, 2001 and October 23rd, 2001
the official statements “The Fiscal Policy in the European Union. Priorities for
the next years” and “Toward the internal market without fiscal impediments.
Strategy for supporting the companies with a consolidated corporate tax base
on activities of community dimension”. The first statement contains a strategy
for the future EU fiscal policy on terms stated by the European Council in
Lisbon regarding the EU turning into the most competitive world economy by
2010. The second statement describes the need of a new approach of the
taxation system for the companies in the EU The European Committee noticed
that the significant fluctuation (up to 30%) of taxation rates for the commercial
companies in different Member States represents a serious barrier against the
trans-frontier economic activity within the Common Market, a fact that justifies
the Community’s interference. Therefore a short-term perspective was
established, by adopting some measures to extend the field of action of the
directives regarding interests and fusion, and the conventions regarding the
double taxation. At the same time, the Committee considers that the companies’
incomes will be charged according to a consolidated fiscal base for the activities
performed within the European Union, in order to avoid inefficiency and current
losses generated by a set of different fiscal rules.
The system proposed by the European Committee, known as the Common
Consolidated Corporate Tax Base “CCCTB”, is going to be applied in parallels with the
existing calculating methods in each member state, so that the companies may choose to
adopt the pan-European system or to apply the national rules further. Those companies that
will use the unique formula will have to calculate the total profit within the territory of the
European Union and then they will budget to those countries where these companies
perform economic activity, in order to be charged with the tax rate applicable in the
respective countries. The simplification of the taxation system for the companies’ incomes
would allow the investors that operate in more countries of the European Union to apply the
same principles to calculate the tax as in other states, a fact that implies less time spent on
fiscal administration.
A European Committee policy to achieve a common consolidated corporate base is
motivated only as a first step to an agreed corporate fiscal level. Thus, the corporations that
use the European infrastructure, the public services and the qualified employees will not be
able to avoid the contribution to their financing.
3. The taxation rate evolution in the EU
If starting with the first half of the 19th century, most of the world states adopted a
progressive or gradual taxes system, at present we can notice that several governments opt
for the unique tax system. Thus, the flat tax on income was introduced by Estonia, followed
by Latvia (1994), Lithuania (1994), Russia (2001), Serbia (2003), Ukraine (2003), Slovakia
(2003), Georgia (2004) and Romania (2005).
Although the “flat tax” is not considered to be a panacea for all the economical problems,
more and more countries – among them the new member states – introduced or are in the process
of elaborating new universal taxation regimes. Most of these countries confront themselves with
considerable budget deficits and some of them confront with the need to align the economic statute
to the Euro Area requirements. The flat tax should contribute to the bureaucracy elimination, to
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counterbalance taxes avoidance and evasion, to offer stimulants for working, economizing and
investing, to generate bigger budget incomes, so on so.
At the same time, though, a fixed taxes system assumes the elimination of all forms
of taxes exemptions and facilities, favoring the rich to the detriment of the poor.
An essential conclusion cited by some researchers is that the efficiency and the
success of the unique taxation quota regime depend on the level of this unique quota: the
lower it gets, the more it tends to become more efficient. Experts also signalize the fact that,
besides the tax system or the type of support granted to the new entrepreneurs, one country’s
competitiveness is determined by other factors as well. If it is true, generally, that in an
economy the taxes reduced level lets more money to circulate and to be invested and that the
fixed taxes grow citizens’ will to pay them, low taxes can also be concretized in lower
budget incomes, big budget deficits and budget expenses uncovering.
In case of a delayed fiscal reform, as that in Romania, the flat tax and the fiscal
relaxation prove to be options with multiple consequences. It is obvious that the flat tax
effects do not limit to the budget aspect. The collateral effects of flat tax introduction hint to
multiple economic and social problems. Analyzing the economic situation of some
European countries that adopted the flat tax system, one may notice that the benefits of this
kind of taxation are evident mainly in case of a coherent approach of the fiscal reform and a
stable economic environment. For most member states of the European Union, a policy of
fiscal relaxation compatible to the need of avoiding the fiscal dumping will prove its
indisputable advantages.
Taxation may contribute to the development and welfare of a country as follows:
– the taxes support most incomes needed to finance the public services and social
transfers to a higher quality;
– the taxes may be instruments that influence the labour occupancy rate and the
efficient and sustainable use of the natural resources;
– the income redistribution between citizens, social groups, economic sectors and
geographical regions are made through taxes.
The lack of co-ordination between the existing fiscal systems in the European
Union may compromise the achievement of these objectives. If there is a mobile capital or if
the taxation rate is different from one country to another, the multinational companies may
use a complete set of fiscal optimising strategies (the profit transfer to the areas with low
taxes, or setting some financial departments in fiscal paradises to finance the investments by
credit lines within the group). These types of tax non-payment strategies generate income
losses in the countries with high fiscal level and disadvantage the small and medium size
companies that enter in competition on the same market. This process is evident in case of
the taxes on the personal capital income or capital profit. The fiscal competition strongly
influenced the taxation rate evolution in the European Union.
The legal taxation rate on the capital companies’ incomes decreased from 38.0% in
1995 to 29.5% in 2006 in the EU 15 states, but this reduction was compensated by some
measures that increase the calculation base. The difference between the taxation rates on the
capital companies’ incomes is significant: from 10% in Bulgaria and Cyprus, to 38.7% in
Germany. The fact that the incomes from corporate income taxation were generally stable as
GDP percent within the EU (see table 2) is considered a proof against the assumption
according to which a fiscal competition is not favourable.
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Income from corporae taxation (%)

Table 2
2000

2001

2002

2003

2004

Belgium
3,2
3,1
3,0
2,9
Bulgaria
2,8
3,6
3,4
3,4
Czech Republic
3,5
4,1
4,3
4,6
Denmark
3,3
2,8
2,9
2,9
Germany
1,7
0,6
0,6
0,7
Estonia
0,9
0,7
1,1
1,6
Ireland
3,7
3,5
3,7
3,7
Greece
4,5
3,7
3,7
3,2
Spain
3,1
2,9
3,3
3,1
France
2,8
3,1
2,5
2,1
Italy
2,3
2,9
2,5
2,2
Cyprus
6,2
6,2
6,0
4,3
Latvia
1,6
1,9
1,9
1,5
Lithuania
0,7
0,5
0,6
1,4
Luxembourg
7,0
7,3
8,0
7,4
Hungary
2,2
2,3
2,3
2,2
Malta
2,9
3,2
3,9
4,5
Netherlands
4,3
4,2
3,6
3,0
Austria
2,2
3,3
2,4
2,4
Poland
2,4
1,9
2,0
1,8
Portugal
3,9
3,4
3,4
2,9
Romania
2,5
2,5
2,6
Slovenia
1,2
1,3
1,6
1,8
Slovakia
2,8
2,7
2,6
2,8
Finland
5,9
4,2
4,2
3,4
Sweden
3,8
2,7
2,1
2,3
United Kingdom
3,4
3,3
2,8
2,7
Source: European Commission, Taxation trends in the European Union, 2007 Edition.

2005
3,2
3,0
4,8
3,2
0,9
1,7
3,6
3,3
3,5
2,4
2,2
3,7
1,7
1,9
5,8
2,1
4,2
3,3
2,4
2,2
3,0
3,1
2,0
2,5
3,5
3,0
2,8

3,4
2,9
4,5
3,8
1,1
1,4
3,4
3,6
3,9
2,4
2,3
5,4
2,0
2,1
6,0
2,1
4,0
3,7
2,4
2,5
2,7
2,9
2,8
3,3
3,8
3,3

Conclusions
The fiscal integration within the European Union is achieved by relating to the four
fundamental freedoms established by the European Union Treaty, respectively the free
movement of goods, services, people and capitals. The tax rate agreement on the European
companies’ profits is subject of dispute and discussion. The governments of the countries
that choose to increase the competitiveness and attractiveness of their national economies by
fiscal policies as the unique tax rate dispute with the governments of the countries that count
on a high fiscal rate in order to support the necessary resources to finance the “general
welfare state”. The European Committee’s proposal to adopt measures to charge the capital
companies’ incomes according to a consolidated fiscal base for activities performed within
the European Union has many supporters, attracted by the possibilities provided by a more
concise taxation system and a better business planning that may result when applying such
formula. This measures will be a very important step in the process of improving the
business environment, by consolidating the Unique Market and increasing the competition.
Among the 25 member countries, Ireland, Malta, the UK, Estonia and Slovakia opposed to
the idea of fiscal tax agreement, stating that tax rate should remain a decision of the national
governments.
The foreign investors are attracted by the low income tax of 16% in Romania. The
tax rate agreement in all European states would generate a significant increase of this rate
and a decrease of the direct foreign investment flow.
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Abstract. Research related to the consumer behavior looks upon its different
dimensions and their relationship, the final aim of these investigations is to foresee and
channel the future reactions of the demand agents, for a precise correlation between
demand and supply. Thus, al dimensions leading to a certain behavior must be determined.
The paper presented here approaches this aspect of studying consumers behavior.
Key words: consumers behavior; dimensions of consumers behaviour; consumer
preferences; buying motives; marketing research.
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The age we are living in force organizations to act based on the marketing principle
allowing knowledge and foresight of market needs a central role in the activity of business
enterprises. Such focus towards market demand implies thorough understanding of its
features, through systematic monitoring and scientific forecasting by projecting and making
use of adequate investigative instruments created and improved by the specialized theory
and practice. In this context, an important role is held by the studying and modeling of
consumer behavior.
As buying is viewed not simply as a reaction to the income-price or incomeexpenditure relationship, all its dimensions leading to a certain consumer behavior must be
determined, namely (Cătoiu et al., 2004, p. 21): the reasons behind purchasing or not
purchasing goods and services, consumer preferences, purchase intent, buying habits,
attitudes and, last but not least, image determining.
1.1 Purchase or non-purchase reasons
The purchase or non-purchase reasons are the “aggregated stimuli constituted in a
framework of impulses and tensional states able to justify buying or rejecting a certain
product or service” (Florescu et al., 1992:, p. 159).
In researching consumers, one of the most important questions is “why do people buy
product X”? The reasons behind this may differ because they are based on different needs. Some
people use the mobile phone especially for professional reasons, others may whish to
communicate with friends while others need to keep permanently in touch with their family.
Psychologists divide reasons in two categories: reasons stemming from certain
problems (e.g. people are seeking a detergent able to remove grease stains or eat lean cuts of
meat to protect themselves from cholesterol) and reasons based on the desire to improve an
existing state (e.g. we eat chocolate to indulge ourselves in a certain pleasure). Apart from
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general motivations leading to certain behavior, special motivations may come into action
(feelings of self assertion, self content, appraisement and affection, creative spirit, the
feeling of origin etc.) which allow us to better understand consumer behavior.
The reasons behind the motivation may be structured into rational and emotional
reasons, on the one hand, and primary (inborn) or secondary (acquired), on the other hand
(Cătoiu et al., 2004, p. 21).
Researching motivations is no simple task. At times, reasons are unconscious and
consumers themselves may not be aware of why they buy a certain product and not another
one. For example, years ago, in the US, Combat insecticide dispensers were better than Raid
spray. But Raid sold better. In-depth research showed that Raid offered the user an
unconscious satisfaction of getting personally rid of the roaches and watching them die. The
dispensers failed to offer this satisfaction. On the other hand, there are cases in which people
are not willing to communicate the reasons behind their actions. How many will admit, for
example, that they take part in charity events in order to showcase their wealth. Last but not
least, motivations change in time, thus testing methodological creativity in monitoring
purchase and consumption reasons.
The objectives set in order to study consumer behavior directed towards this area
are to identify a hierarchy for the manner in which consumer reasons contribute to the
buying decision, as this hierarchy is not always similar to the hierarchy of needs, and to
evaluate the strength of each individual reason, as well as to research the reasons preventing
a certain potential buyer from effectively acting as such.
A large amount of research related to studying consumer behavior aims at
determining certain motivational behavior that is difficult to identify through direct verbal
communication, due to ignorance, inability or lack of willingness of the subject to respond.
In order to conduct a research in this area we can make use of a wide array of research
tools and instruments. Thus, we can use intensity scaling methods such as the Likert scale,
Thurstone scale, semantic differential, Fishbein-Rosenberg scale, multidimensional scaling etc.
Statistic surveys based on a written questionnaire used in this case make use of
closed (pre-coded) questions as well as a relatively large number of open questions allowing
the respondents to state their opinions more freely. Additionally, blind tests from the
category of psychometric methods may be used.
1.2 Buyer preferences
Buyer preference is a positive motivation expressed through affective compatibility
towards a product, service or type of selling (Florescu et al., 1992, p. 160).
Preference triggering may be caused by: characteristics related to the material
substance of merchandise (form, size, graphics, taste, color, consistency, packaging etc.); the
elements related to brand, name, use instructions attached to the product; the status thus
acquired by the person holding or using the said good. At a point in time, there was a
tendency among theorists towards limiting preference to the concept of choice, however
choice and preference are two completely different entities, as the former represents an
action while the other constitutes a state of mind (Hansson, 2006).
Consumer preference proved to be effectively measurable. Its research may supply
a much deeper understanding of the choices consumers make when deciding to select a
certain supplier rather than another and when deciding to continue the relationship with
these suppliers. Additionally, the studies conducted have led to different preference-related
notions, such as the concept of constructed choice - in other words, the idea that consumer
preferences are not strictly defined but rather built throughout the choice process. This
represents a constructive point of view, suggesting that different tasks and contexts lead to
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different aspects of choice, the consumer following a different evaluation leading to
inconsistent choices (Novemsky, 2007).
Knowledge of consumer preferences is especially important with respect to the
various activities carried out at the organizational level, necessary for its survival. For
example, in case an entrepreneur needs to establish the characteristics the product he intends
to produce needs to hold, he must interview several potential buyers, asking them to mention
the preferred level of each individual characteristic. The consumer preferences and behavior
represent the basis of the pretesting models for the new products (ASSESSOR, COMP,
DEMON, NEWS, SPRINTER), which implies determining the functional relationships
between the buyer’s opinion concerning a product, testing it and the purchase behavior. The
level of preferences is one of the variables that need to be taken into account when
identifying the strong and weak points of the competitors. By measuring the consumer
preferences before and after carrying out an advertising campaign, the transmitter may
evaluate its success or failure. The preferences towards certain products or brands may
constitute the theme of a survey supplying information concerning the relative nonconsumers, since attracting these represents an important means of increasing the sales
volume up to the maximum limits of market potential and examples concerning the
implications of preferences in the organization’s activity could continue (Voicu, 2007)
Rational choice theory integrates the attitude components which ultimately
represent the cornerstone of preference construction. This theory provides a model offering a
better understanding of the manner in which consumer preference is shaped, as well as the
means needed for forecasting consumer preference evolution. Figure 1 shows the general
shaping of consumer choices from the rational choice theory point of view.
In order to understand consumer preferences, we need to determine the performance
requirements (functionalities) involved in the acquisition, the emotional results expected, as well
as the subjective norms consumers make use of when identifying their desire for a product or
service over another. A first hypothesis of this model is that individuals reflect upon their
purchases. In certain cases, the reflection process may be minimal when buying the product or
service becomes habitual. In other cases, the reflection period may be much longer, each element
being carefully analyzed before making the purchase.
Conviction that the
choice leads to certain
desired functional
outcomes

Attitude toward the
behavior
Evaluation of the
outcomes

Conviction that the
choice leads to certain
desired emotive
outcomes
Intention

Preference

Conviction that the
choice is considered
correct by others
Subjective comparison
norm
Motivation to comply
with the opinion of others

Figure 1. Basic structural model of customer preference formation
Source: Developing Customer Insight: The Determination of Customer Preference, International
Communication Research, www.icrsurvey.com/docs/Customer%20Preference%20Formation_1205.doc
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We can see that the model provided is used by the consumer during every purchase
experience, to a larger or a smaller extent, and that the components involved in taking a
preference decision represent, at the same time, the elements involved in the process of
evaluating the performances of the product or service acquired as well as of the company
responsible for these. Thus, should the preference components suffer alterations, the
components influencing satisfaction are altered accordingly.
The theory of rational choice takes into account the consequences of actions taken.
We prefer a product, person or service because we determined that the object better suits our
performance and emotional requirements, judging from the perspective of out comparison
norms.
Each step in the buying process contains emotional and performance components
preferred by the consumers. Should we overlay the rational choice theory model over the
buying process phases, we will be able to interpret the evaluation process by using the
buying process, as shown in figure 2:

Conviction that the
choice leads to certain
desired functional
Incubation
outcomes
Stage

Attitude toward the
behavior
Evaluation ofTrigger
the
outcomesStage

Conviction that the
choice leads to certain
desired emotive
outcomes

Conviction that the
choice is considered
correct by others
Motivation to comply
with the opinion of
Shopping /
others
Purchase
Stage

Product
Selection

Preferencecan
Preference Formation

Preference
Formation
Index

Intention
include:
•
•
•
•

Behavior

Choice of channel
Choice of retailer
Choice of product feature
Choice of service level

Subjective comparison
norm
Post-Purchase
Expectations
Stage

Figura 2. Evaluation purchase experience/utilization of the reasoned action model within different stages
of the purchase journey
Source: Developing Customer Insight: The Determination of Customer Preference, International
Communication Research, www.icrsurvey.com/docs/Customer%20Preference%20Formation_1205.doc);
Note: The preference construction indicator is a standardized score ranging from 1 to 100.

In fact, the purchase decision is made following a series of well thought-over
compromises (compensations) between the buyer’s preferences towards the significant
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features deemed as decisive when purchasing a product (the most common example is
accepting intermediate levels of performance in exchange for a price in line with his/her
purchase power) (Daj, 2002).
Knowing that preference can only appear only when there is a strong motivation,
researching preferences is not as wide, but more in-depth than studying motivations, being a
component of the latter. In evaluating the intensity of preferences, the same instruments are
used as in the case of motivations. Studying consumer behavior regarding this dimension of
consumer behavior can appeal to the observation method (used also for catching the buying
motives) being the most least expensive and most exact method of gathering behavioral
data, ensuring an authentic motivational image. The selective enquiry based on a written
questionnaire is also used in studying consumer preferences even though it determines
solely the declared behavior of consumers and not the actual one, as in the case of
observation. Measuring consumer preferences for alternative product concepts may be
performed by using technique that is more and more widely known, namely the conjugate
analysis. This is a method of finding out the value in use consumers attach to various
features of an object. The respondents are presented with several hypothetical offers
obtained by combining certain features, and the must rank these offers according to their
preferences. Testing consumer preferences is based on a variety of techniques such as:
simple rank ordering, paired comparisons, appraisal scales, each having specific advantages
and disadvantages.
The method of unitary appraisal supplies much more information than the method
of simple ranking and that of paired comparisons. The subject is required to order on a scale
his/her preferences for each product. By using this method, we can find out not only the
order of preferences, but also the qualitative levels of preferences for each product and the
distance between the products. At the same time, this method is easy to use, especially when
we must evaluate several products (Voicu, 2007).
Researching consumer preferences led to a deeper understanding of important
issues arising when studying consumer satisfaction, especially related to the fact that
superior consumer satisfaction does not ensure future consumer preference manifestations.
1.3 Purchasing intent
The purchasing intent is a “probabilistic estimate of future behavior”, constituting a
development of motivation, expressed as a tendency (Cătoiu, 2004; p 23).
Two highly important methodological problems are raised when seeking to identify
the purchase intent, whose understanding is especially important when preparing the launch
of new products, namely:
Ensuring the information related to future purchase intent is representative
(Anghelache, 2004);
Statistical guaranteeing of investigation results.
In relation with the two above methodological problems, studies performed have
shown that the process of forming and providing answers to survey questions concerning
intent may alter the respondent’s subsequent evaluation and behavior (Morwitz, 2004).
Although we know people act differently than their declared intent, the latter continues to be
the object of academic and commercial research due to the ease in collecting such behaviorrelated data. Many studies were designed to improve the ability to predict future behavior
based on intent. In practice, studies adjust the intent score by analyzing the actual purchase
behavior of consumers whose buying intent was previously measured. However, as
mentioned before, these intent researches also affect the results obtained when measuring
the actual behavior. Thus, it is recommended to maintain a control sample to which the
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intent shall not be measured. This sample shall be later used to determine whether its
behavior differs from that of consumers having taken the intent survey (Chandon, 2005).
Longitudinal studies are recommended for identifying this dimension of consumer
behavior, as it allows us to determine the existing correlation between the intensity of intent
and the solvability level of the demand agents, as well as to identify the extent to which
intent turned into actual purchase, over a determined time interval.
The statistic survey used for determining purchase intent is used in case the buyers
have clearly defined options which are correctly provided to the interviewers. Purchase
intent surveys are useful for estimating the demand for industrial products, long term
consumer goods, products requiring advanced planning and new products (Kotler, 1999,
pp 334-336). These studies supplement those focused on product and service acceptance or
preference is determining the potential market for such products/services.
Examples of intent research include those performed for long-term goods by
research institutes making periodic inquiries on the purchase intent of potential buyers.
Additionally, certain surveys aim at obtaining information concerning the state of present
and future consumer income, as well as their evaluation of the state of economy, with a view
to obtain a full-fledged intent research.
The intent surveys are rather frequently used, their importance stemming from the
fact that most academic research on consumer satisfaction uses consumer repurchase intent
as a dependent variable and the vast majority of companies relies on the consumer purchase
intent when forecasting adopting new consumer products or repeating the acquisition of
existing products.
1.4 Other characteristics that are researched
Purchasing habits are “forms of manifesting consumer behavior for repeatedly
buying certain goods or services”. The information concerning habits is useful in grounding
decisions related to certain aspects of the organization’s activities, such as the choice of
products, adequately locating and sizing the retail sale network, giving stimuli or reducing
demand migration, internal organization of stores, implementing efficient promotional
policies etc.
Purchasing habits are structured in three main categories:
Temporal habits, structuring purchases by seasons, days, week-days, hours etc;
Spatial habits, namely the average distance the buyers cover for acquiring
certain merchandise, the types of stores they usually buy their products from etc.;
Modal habits, comprising the types of sale preferred by the buyers, association
of products at the moment of purchase, loyalty towards a certain brand or means
of presenting a certain product, quantities purchased, the decisive or spontaneous
character of demand etc.
The objectives of a research focusing this dimension of consumer behavior are
measuring the habit intensity for distinct segments of buyers, intensity which is known not
to be correlated with the number of buyers, as well as identifying the mechanism of habit
forming.
Selective types of research such as surveys and the method of observation are
aimed at aiding the determining of buying habits.
Consumption habits are repetitive means of relating to certain goods or services,
strongly interconnected/conditioned by the purchasing habits. Thus, we can state that they
place their mark on the buying habits, modeling to a large extent consumer behavior.
The object of behavioral studies equally involves the positive and negative
interactions developed between the old habits and the newly acquired ones.
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Attitudes – deemed by certain specialists as a latent dimension of consumer
behavior – represent the result of emotional and cognitive processes giving rise to the
likelihood of acting based on certain convictions reuniting the influences exerted by habits,
customs and reasoning into a single component of behavior that is highly stable in time.
Attitudes may be investigated both by using classic methods as well as projective
tests such as filling in words aimed at discarding the reserves which may arise when the
respondent is asked to describe his/her own behavior.
Image is a synthesis of the consumer behavior dimensions, resulting from the way
in which the stimuli are perceived by potential consumers.
The objectives of researching this behavior dimension are establishing its contents
(degree of product, brand, company recognition and the consumer’s representation of such),
determining the way image is shaped among clients as well as its evolution, image intensity
measured in relation to how clear it is formed and to the degree of preference manifested towards
the stimulus investigated and, last but not least, identifying image specificity by using the extent to
which it differs from that of similar or competing products/brands/companies.
Measuring the image intensity for a product in relation with similar others may be
performed by using scales such as the Osgood semantic differential or the polar profile
diagram. The research techniques make use both of questionnaire-based statistic surveys as
well as of different types of projective tests.
Actual behavior entails three distinct ways (Cătoiu, 2004: pp. 25):
• Detailed planning of purchasing products or services; in this context, the buying
decision for the respective choice of good being taken prior to the actual
behavior;
• General planning of the action of purchasing goods/services; in the present
context, the decision to buy the type of product is taken before actual behavior;
• General planning of the purchase, based on which the choice of product is made
at the point of sale;
• Actual purchasing and choice of product is made in the store.
Research related to the consumer behavior looks upon its different dimensions and
their relationship. The final aim of these investigations is to foresee and channel the future
reactions of the demand agents, for a precise correlation between demand and supply. All
dimensions leading to a certain behavior must be determined. Each facet of consumer
behavior we wish to analyze in-depth within the marketing research imprints certain
specificity, special means of approaching the issue.
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Abstract. Many theoretical models show that redistribution causes low growth or
capital outflows even though empirically redistribution and growth are often found to be
positively associated across countries. The government of a technologically superior
economy may attract foreign and domestically owned capital and may have relatively higher
GDP growth and more resources for redistribution than in a closed economy.
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Many critics of globalization say that it is a major cause of poverty, that it opens up
developing countries to exploitation by big foreign corporations, and that it results in people
in wealthy countries losing jobs when cheaper foreign imports put their companies out of
business. They also criticize foreigners for “buying up” local companies and creating a
homogenized word run by multinational corporations not accountable to any government.
Political risk is also an important component of any international investment. If the
government is overthrown or if new laws are passed restricting the transfer of funds abroadboth occurred during the Asian Crisis-foreign investors sometimes lose everthing. Even
countries that are not part of the trouble spot are affected, as foreign investment money flees
for safer harbors.
Anyone who invests in the global marketplace does so for one of three reasons:
speculation, hedging or arbitrage.
Most investors in the international markets are speculators in that they belive that
the market is going to move in a certain direction-and they buy or sell based on that belief.
Essentially, speculators take a risk. If the market moves in the right direction, they
make a profit. If not, they lose. Other players in the global markets-hedgers and
arbitrageurs, balance the frenzied activity of speculators.
Aggregate performance is a product of the stock holdings of an investment
manager, which are themselves the sum of the individual trading decisions made by the
investment manager overtime.
As such, the null hypothesis of zero outperformance can be tested at several levels:
aggregate performance at the fund level, stock holdings and individual trades.
Stock characteristics: preferences should be important factors that explain a normal
returns denired from retire trading: risk – adjusted returns are a function of a fund manager’s
trade institutional characteristics.
According to Fuerst, the premium for risk should have a significant on real
economic activity basic finance teaches corporate managers to evaluate new investments
opportunities based on a risk – adjusted cort of capital; many asset pricing models show this
premium should accord with economic conditions.
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Firms seeing to invest in the midst of recession where the premium for risk is high,
for example, must offer a higher rate return on new investments. By including changes in
investments, the risk premium should affect new durable orders, employment, and other
measures of economic performance.
The government of a technologically superior economy may attract foreign and
domestically owned capital and may have relatively higher GDP growth and more resources
for redistribution than in a closed economy; redistributing governments may have a
relatively stronger interest in technological integration.
Modern economic growth is desirable, and policies and institutions impeding that
process should be opposed.
Globalization has three legs: the availability of new tehnologics, a liberal
international trading system, and a well educated labor force.
Companing international investments is a difficult bussines.
Essentially, countries can be rated just like companies, with “investment grade”
reserved for only those countries with stable governments and open borders to trade and
investment. In the end, after all have been calculated, international investment can provide a
high return that rewards the investor for the various risks taken. Despite the case of trading
provided by all these new international exchanges, cross- border investing is still not
seamless. National accounting laws require companies to add here the strict local
accounting rules, and some companies do not make the effort to adopt their financial
statements to make them comprehensible to foreign investors. Many global companies,
however, prepare different sets of books for various markets around the world.
References:
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INFLUENCES OF INTEGRATION ON THE
COMMERCIAL RELATIONS BETWEEN THE
ECONOMIC AGENTS ON THE INTERNAL AND
EXTERNAL MARKET

Cornelia AMARANDEI
Candidate Ph.D.
Academy of Economic Studies, Bucharest
Abstract. The evolution of commercial relations has generated the Integration,
which, in its turn, will determine the characteristics derived from the main purpose – the
increase of life quality, and derived from the inevitable situation of sovereignty abandon
that our country somewhat resorted to, when it adhered to the European Union.
The exaggerate preoccupation for the increase of consume covers often the
tendency of maximization of the profit at any cost, with negative long term effects, under the
umbrella of the standard of living improvement. The withdrawal of the state from the role of
economic agent and the structural changes in the nature of property has generated
disorders in the commercial relations and the disappearance and appearance of new
economic agents.
As a result, the maintenance in the demand and/or offer of the equilibrium between
the products destined to consume and those for the development of production capacities, is
considered as being the appropriate level of competence which could lead to the activation
of the Romanian economy, to the increase of performances in the unique economic space of
Europe and to the generation of a durable increase.
REL Codes: 20E
1. Influences of the general framework instituted on the commercial relations
In order to initiate and unfold commercial relationships on the European internal
market, the knowledge and the use of the legally instituted environment is necessary, which
is prevalent in any consideration of the reality when it is in contradiction with the national
internal legislation.
From the managerial point of view for the economic agents, the integration
represents the process of combining different firms with the purpose of minimizing the
production costs and it can be: a vertical integration ,when some firms are engaged in
different production stages (for example the iron and steel factory); the horizontal
integration , when a series of firms are engaged in a certain field of production and/or sale
(ex. the trust); lateral integration, when some companies are engaged in the production of
some different goods for the same market and which are mutually implied.
The exploitation of opportunities offered by the Integration into the European
Union through the extension and intensification of the exchanges between the economic
agents are based on the advantages offered by the customs union, which allows the free
circulation of merchandise, persons, capitals and services.
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Specific rules, which protect the internal European market and especially the
existence and development of new production capacities, were instituted against the disloyal
practices.
The main objective of the European Union is that of organizing the relationships
among the member states and among their people in a coherent and solidary manner,
objective reachable by the promotion of a balanced and durable economic and social
progress, by the creation of a space with no internal borders, by the strengthening of the
economic and social cohesion, by the decision of an economic and monetary union with the
adoption of the same currency.
The Union disposes of a perfected unique institutional framework, mainly made
up of the European Council, the European Parliament, the Court of Justice and the
Committee of Justice. The Committee is entrusted with attributes that have as a purpose the
insurance and the functioning of the internal European market, as a special interests field at
the communitarian level. It has decisional competency. Thus, there were adopted measures
for the forming and consolidation of the internal market as a borderless space that must
function under the same conditions as a national market: the goods, the people, the capitals
and the services must circulate freely inside it, with no control at the customs of the member
states, following the example of the lack of control at the region borders inside the same
state. This space among the interior borders regards all goods, services and capitals that
circulate inside.
When it is the case of barriers of this circulation that can be attributed to a member
state, if they imply an action or the lack of it on behalf of this state, which can constitute a
break of the dispositions of the Treaty, there come into force the Regulations established by
the Committee. There are taken into consideration situations which: 1) seriously inflict on
the free circulation of goods, blocking, delaying or deflecting the imports and the exports or
the transport in a member state; 2) cause great loses to the affected people; 3) require the
immediate action with the purpose of the obstruction of any sequel, increase or
intensification of the affectation or the respective loss.
When such an obstacle occurs or when there exists a threat in this respect, there is
an obligation of informing the Committee by any member state (even if it is not litigious)
and, reciprocally, from the part of the Committee, as well as, if there occurred an obstacle,
an obligation of the member state implied in taking all the necessary and proportional
measures so that the free circulation of goods should be insured on all the territory or, in
conformity to the treaty and to inform the Committee with regards to the actions that the
authorities took or intend to take.
When the Committee considers that there is an obstacle in a member state, it
notifies the member state in connection to the reasons that determined it to reach this
conclusion and demands all the necessary and proportional measures to be taken in order to
surpass the obstacle in a period decided in connection to the case.
This is the justification behind the exaggerated measures taken by our country
during the avian flu, the swine fever or the genetically modified cultures that indirectly
affected our production capacities. In such cases the external economic agents are integrated
into our market, which is not the case of the integration of the internal ones into the Union.
This is how we change from producers into consumers.
Due to the decision of the Committee there was instituted a consultative meeting for
coordination in the field of the internal market. It can be referred to according to the
competency that was decided for it, on all the practical problems that can come up regarding
the market mechanism.
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2. Influences of the customs union on the commercial relations
The free circulation of goods supposes the existence of a customs unions that
concerns all the categories of goods and to imply the interdiction between the member states
of the customs duty on both imports and exports as well as on any other duties with
equivalent effect, the adoption of a common customs schedule in relation with third
countries and the elimination of the quantitative restrictions or of the measures with an
equivalent effect.
The institution of the customs union among the member states allows equal
conditions of competition among the participants to the commercial and productive circuit, it
makes possible the stimulation of the production and of the range of products variety of the
goods, the concentration and the specialization of the production and of the companies, as
well as the their implantation in the areas economically and productively most adequate.
The proscription of the customs duty has a larger meaning. It applies not only to the
goods that come from a member state, but also to those coming from a third country and
which are to circulate freely among the member states once inside the communitarian
commercial circuit. The goods that have this provenance will benefit from these measures if
the import formalities have been fulfilled and if any customs duties or taxes having a
payable equivalent were cashed in that member state and they did not benefit from a total or
partial reduction of such taxes.
From a second point of view, the customs union means the adoption of a common
customs tariff in the relation with the third countries, which is imposed at the communitarian
borders. Any goods that are to enter the communitarian territories will be subjected to this tariff, no
matter where they come from. The member states declared their availability to contribute to the
development of the international trade and to the reduction of the customs barriers due to specific
agreements, based on reciprocity and reciprocal advantage, to reduce the customs taxes under the
general level from which they could themselves benefit as a result of the decision of a customs
union among them. These desires were performed either as a result of independent agreements
with various countries, or as part of the General Agreement on Tariffs and Trade, during the
commercial rounds (Dillon, Kennedy, Tokyo, Uruguay).
The taxes of the common customs tariff are established by the Council at the
proposal of the Committee. The common customs tariff is not administered by a distinct and
free communitarian authority, but by the national authorities of the states on the territory of
which the goods enter, acting in the name of the Union when they make the framework and
the respective tariff classifications. Hence, there exists the possibility of impugment of the
decisions of those authorities with the purpose of the use of the customs tariffs.
There was demonstrated that the interdiction in the trade between the member states
of the customs duties refers to the taxes requested on the occasion or because of the import
which, imposed distinctly on the imported products and not on the indigenous products
change their cost price and thus produces the same restrictive effect on the free circulation of
goods, similar to a customs duty. As this interdiction does not admit a distinction in
conformity with the purpose taken into consideration in the collection of the pecuniary
abolished taxes, it also includes, for example, the taxes requested for the sanitary inspection
performed in the case of the respective import.
A pecuniary tax imposed for reasons of veterinary and public health control is
considered as a tax having as equivalent a customs duty and banned by the Treaty. But if,
there are demanded taxes for the veterinary and public health inspections in the case of the
internal market as well as of the export, then, they form a part of the general system of
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internal taxes and do not constitute taxes with an effect that is similar to the customs duties
on the exports, but which are part of the discriminatory interdiction according to the Treaty.
3. Influences of the protection measures within the union on the commercial
relations
The common commercial politics is based on unity principles, which regard the tariff
modifications, the signing of agreements, the uniformization of liberalization measures, the
exportation politics and the commercial protection measures that must be taken in the case
of dumping and subventions.
Among the disloyal politics that can be encountered within the commercial relations, we can
name the dumping practices and the subsidies.
Commercial practices and the competition between the foreign and community
producers, the developments in technology and the achievement of exportation and in the
productivity of community industry do not belong to this category.
The procedure against the dumping practices can be triggered through a written
complaint that any natural or juridical person or any association, which does not have
juridical personality, can make. These persons or associations must have a legitimate
interest. The complaint must contain the sufficient evidence of those practices, of the
prejudice, which results and the causal connections between the imports allegedly subject to
the dumping practice and prejudice claimed. It can be directly presented to the Commission
or to a member state, which will submit it to the Commission. The Commission will send
the member states a copy of any claim that it receives and it will initiate an investigation at
the community level acting in cooperation with the member states. The investigation will
normally cover a period of at least 6 months before the filing of the complaint.
According to the result ascertained, the Commission can take measures regarding
the application of anti-dumping taxes; the tax value will not exceed the dumping margin as
it had previously been established.
The final action regarding the dumping belongs to the Council; it is imposed when
the facts confirm that there exists dumping, that the Community was prejudiced and the
interests of the Community protest against the community intervention.
We ensure the protection against the imports subsidized from the member states of
the European Community at the community level as well. Thus, a tax with protectionist
character can be imposed with the purpose of ensuring a position against the subventions
directly or indirectly awarded for the fabrication, production, exportation or transport of any
product whose free release in the Union causes prejudices. A product is considered as being
subsidized if it benefits from protection subventions.
The government from the country of origin of the imported product or the
government of an intermediary country from which the product is exported to the Union can
award the subventions.
There is a subvention if two cumulative conditions are accomplished:
1. A financial contribution given by the government from the country of origin or
country of export; when a governmental practice implies a direct transfer of funds
(donations, loans), potential direct transfers of funds or liabilities (for example loans
guarantees); or if the governmental income, which otherwise is due, is abandoned or not
received; or a government supplies merchandise or services or buys merchandises; a
government makes payments to some mechanisms of investments or entrusts or gives
instructions to an organism to achieve such actions which would normally belong to the
government.
2. In this manner, a benefit is conferred.
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In order that the subventions are subject to the measures with protectionist
character, they must be specific to an enterprise of industries or a group of enterprises or
industries.
The subventions which are not specific are not subject to the protectionist measures.
In certain conditions, the subventions for research activities, the subventions for the
disadvantaged regions from the territory of the country of origin and/or export and the
subventions for the promotion and adaptation to the new environment requests, imposed by
the law, which have as a result the constraints and greater financial charges for the
companies, are admissible and therefore not subject to the protectionist measures.
The value of subventions taken into consideration will be calculated according to
the benefit conferred to the receiver. On average, the period taken into consideration will be
the most recent tax year of the beneficiary.
The rules regarding the determination of the prejudice are almost identical with
those regarding the determination of the prejudice in case of dumping. The procedures are
initiated based on a previous complaint from any natural and juridical person or associations
which present legitimate interest and sufficient evidence for its support. If the Council
decides to initiate an investigation based on evidence, it establishes the terms for the
notification and follows the same procedure as in the case of dumping.
Conclusions
The economic growth as an expression of the relation between the capital used and
the occupied working force, on the one hand and the production obtained, on the other hand,
can be achieved through the refrain to use a major proportion of resources to create products
destined to the consume, so that the resources thus economized be used in order to maintain,
produce and develop new production capacities.
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THE PERFORMANCE IMPROVEMENT
IN THE TOURISM ACTIVITY – THE INCREASE
FACTOR OF THE ROMANIAN ECONOMY
COMPETITIVNESS

Elena Cerasela SPĂTARIU
Ph.D. Senior Lecturer
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Abstract. The globalization challenges as well as the European tendencies induce
the necessity of valuing the competitive advantages of Romanian economy in order to impel
the economic growth. Nevertheless, Romania has serious competitiveness disparities as
opposed to the states from the western and central Europe, disparities which are finally
transposed into low efficiency.
The EU integration of our country has led to one of the most important opportunity of
economic development, whereas the performance improvement of the tourism field may be a
method of economic growth. The tourism should not be appreciated as an isolated field, its
effects being felt at a macro-economic level. As a result, we should acknowledge its
importance for the national economy and take measures meant to develop this branch in
correspondence with all the other economic domains. This paper aims at outlining some
trends in order to realize the objective of increasing the Romanian tourism competitiveness,
which refers to the intensification of the development action and the international promotion
of Romania as a tourist destination, the improvement of the tourism services quality along
with the development of a long lasting national tourism industry.
Key words: tourism; competitiveness; development opportunity; competitive
advantages.
REL Codes: 14F

In the context of the world challenges (economy globalization, market
internationalization, rapid technological changes), the decisive factor of the long lasting
economical growth and the improvement of the population living standards is represented by
that of the economic competitiveness increase. The revaluation of the competitive
advantages must be a permanent objective and the globalization challenges must be
transformed into opportunities by the Romanian economy.
The problem identification that Romania is experiencing, the defining of the
essential solutions for solving them and implicitly the analysis of the competitiveness factors
represent a necessity for the economic potential evaluation of the country.
Within the European Union integration context, Romania is being confronted with
the largest development opportunity, but it has serious competitiveness differences as
opposed to the other state members. These disparities appear at the level of the entire
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elements which characterize the competitive capacity and determine a low productivity level
that ultimately defines the competitiveness problem of Romania.
A thorough analysis of the economy evolution, the business environment, the
production factors, the investment process, the resource consumption, the innovation
process, facilitates the factor identification which influences Romania’s competitiveness.
Apart from other economic domains, the tourism can benefit from our country
integration in the European Union. In fact, these integration effects reach several aspects that
also target the tourism field particularities, as follows:
• competition intensification, that may have as a result the improvement of the
tourism offer;
• facilities in obtaining the international financing resources;
• infrastructure rehabilitation;
• tourism circulation increase towards and from our country.
It’s hard to imagine another economic activity more appropriate to globalization, its
mainly consequences being the international tourism extension and the business tourism
development. The infrastructure globalization influences the tourism mostly by making use
of the internet, the satellite communication, the explosive growth of air transports.
The tourism effects are felt at the entire economy level, therefore, measures must be
taken for the development of this branch, which can activate the development of others
economic fields, such as: industry, agriculture, construction, commerce, and transports. In
consequence, the tourism development, as a phenomenon with deeply economic, social and
cultural implications must lead to the development and consolidation of the tourism market.
If we make allowance for the tourism potential and draw a parallel with the existing
tourism phenomenon from the neighbouring states, both Romanian tourism share
contribution in GDP and profit obtained by the tourism entrepreneurs are at a low level.
There is a barrier succession which hinders the tourism competitiveness growth that
can be synthesized as follows:
• the lack of complex tourism products
• the existence of old accommodation structure and an average index for the use
of low accommodation capacity;
• the lack of accommodation capacity in the tourism areas that offer
opportunities of niche tourism and ecotourism practice;
• tourism capacities insufficiency in the natural reservations or protected areas;
• the existence of a pour infrastructure concerning the transport, communication
system and tourism services;
• lack and/or insufficiency of activities for tourism promotion and information;
• institutional and legislative framework instability, lack of cooperation between
the tourism operators;
• the absence of the facilities for encouraging the initiative for starting small and
medium tourism businesses
However, tourism can represent for Romania an economic field which, although
insufficiently exploited, can become an attractive source both for investors and foreign
tourists, as it disposes of a valuable and rich natural potential, which represents one of the
most precious country resource.
In consequence, for the tourism field development, Romania has a series of
competitive advantages that arise from:
• the landform variety and the symmetrical disposing, in steps, from centre to
edges (mountains, hills, plains, sea and delta), that allows the practice
possibility of a whole tourism form scale, from the classical to the latest ones;
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•
•

the existence of a third of the European mineral water resources;
the temperate continental climate, with Mediterranean influences in the southwestern country, with unique fauna and flora;
• the presence of 18 natural national parks, protected areas, the Danube Delta
biosphere reservation;
• the cultural and historical patrimony versatility (monasteries, fortresses,
churches, monuments);
• rural areas which kept the traditions in their daily activities.
All these advantages offer to Romania the possibility of practice and development
of a varied assortment of tourism forms, such as:
• The mountain tourism. From all types of tourism, the winter sports practice tourism
disposes of a natural development potential for all tourists categories, but the
competitiveness growth in this area requires infrastructure improvement
(arrangement of new ski-runs with persons transport installations on cable,
installations and equipments for artificial snow making and ski runs maintenance),
the modernization and diversification of reception tourism structures.
• The seaside tourism. The competitive advantages for this tourism form must
hint the investments tied of the increasing quality of the tourism product by
improvement of the accommodation capacities, the development of pleasure
industry, the personnel qualification, setting up events for seasonality
reduction, the tourism offer diversification.
• The ecotourism. The development of this tourism form supposes the increasing
of accommodation capacities and access infrastructure development.
• The watering tourism. The existence of tourism potential for this kind of
tourism (mineral waters, sapropelic mud, high quality natural treatment agents
with therapeutically value and physical-chemical quality) must be completed
with investments in treatment bases modernization, tourism services quality
improvement and infrastructure development.
• Rural tourism, agro tourism, silvo-tourism. They have as competitive advantages the
tradition preservation, hospitality, traditional cuisine from every historical region
with alimentary ecological products but these must be encouraged by access
infrastructure development and financing facility in this sector.
• Business and congress tourism. In this area there should be developed certain
activities, such as congresses organization, symposiums and exhibitions, diplomatic
and cultural-scientific manifestations, multinational enterprises businesses opening,
tourism services and reception capacities must be improved.
• Cultural and religious tourism. This form of tourism is favoured by the
existence of over 700 cultural patrimony values, of national and international
importance, the ethnographic and folkloric Romanian thesaurus, the rural
traditional community existence. The cultural tourism development enforces
the solving of problems related to the access to the tourism objectives
infrastructure (archaeological sites, architecture monuments, etc) antiquated
and insufficient, the creation of the car parking space equipped with informing
and promoting spots for the cultural tourism objective, arrangements in the
fortification belvedere spots, medieval fortresses, churches, historical
monuments and abbeys/monasteries, the development of the particular
encamping space for pilgrimage tourism.
• Niche tourism (equestrian tourism, speleology, adventure tourism: paraglide,
rafting, mountain-biking, out-of-road).
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Romanian tourism competitiveness increasing supposes the intensification of
actions that aims at:
• development and promoting the international image of Romania as a tourism
destination through promotion materials diversification, promotion elements
share rising, the national tourism brand creation and the regional brands for
certain areas;
• the development and consolidation of internal tourism through tourism
receiving capacities, pleasure industry development;
• the development of a national network of tourism informing and promotion
with IT means, internet use, creation of a national computerised base of
tourism information, inclusively a national integrated system of data gathering
and its distribution;
• the tourism infrastructure development and improvement supposes the
renovation of the access lines as well as the development of the existent ones,
the consolidation of the tourism activity specific infrastructure;
• the labour power preparation in specific trades from tourism field supposes the
creation of qualifying and perfecting programs both at local level and national
• the financing sources financing access;
In the framework of the entire national economy, the competitiveness growth
represents a stimulating element of global economic system. It represents an important job
generator and a main source of straighten out the economy. Therefore, this contributes to
added value achievement, structural diversification of a country’s economy, superior
revaluation of all resources categories, especially the natural ones: landscapes beauty,
curative qualities of mineral or thermal waters, climatic conditions, prosperity insurance of
some disfavoured areas, the insurance of a balanced monetary circulation realised due to
internal and international tourism, the counterbalancing of the external balance payments,
the demand stimulation in the production area, local industry diversification, population
incomes accumulation, GDP increase.
The tourism participates at setting up new jobs, taking part in this way to the labour
excess attracting from other fields, causing like this the unemployment reduction.
Besides the economical effects, tourism also has a social-human meaning, acting
both on tourists and inhabitants of the visited places. Furthermore, tourism has direct effects
on the environment, the spare time use, contributing to cultural horizon widening and to the
intellectual formation.
On a world scale, the intensification and diversification of the relations between
the nations can also be the direct consequence of international tourism development, this
turning into one of the main connection possibilities between different cultures and
civilisations.
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Abstract. In the new European context of Romania, the issue of the quality of the
European integration process is a very sensitive one. But what does really influence this
process of integration? The efficiency of economic integration is conditioned and sustained
by people, thus, managers` efforts should be directed towards the mentality, culture and
abilities of the human resources involved in the Romanian economic organizations.
Following this perspective, human resources management holds a very different
role, if compared with the previous contexts. In these circumstances, our aim is that,
throughout this paper, to present both the actual problems of the Romanian Human
Resources Management and, in particular, to underline the new terms to which this field of
activity must react in order to follow the European trends.
Having as a starting point the concept stating that the quality of the European
integration process, identified in the Romanian economic environment, depends directly to
the quality of the human resources involved in this process, and the quality of the latter is
being given by the manner in which they are managed, the conclusion is an obvious one – to
ensure a long lasting quality for the process of European integration, the Human Resources
Management, inside the present Romanian economic environment, must go through a
metamorphosis and, in the same time, climb important steps on the ladder of the
entrepreneurs` interest.
Key words: human resources management, European integration, sustainable
quality, European trends, metamorphosis
REL Codes: 14C, 12C, 12I

1. Present time for Romanian human resources management
This paper is the result of a complex study of the Romanian organizational reality,
with the focus on identifying the present situation of Romanian human resources
management. Following this perspective we can say that presently, the organisational
environment in Romania is characterised, with regard to human resources management, by
situations such as following:
 The human resources departments of the investigated firm tend to have the
permanent feeling to be only a “formal” member of the management team.
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At a majority level, in the Romanian firms the most important managerial
decisions are adopted without requesting the Human Resources Department
opinion or, if requested, this opinion is most likely ignored.
 The Human Resources Department’s managers and specialists find themselves
frequently in conflict situations with other managers within the organisations,
based on human resources management issues in which the latter involve,
even they have no competencies and expertise in the field.
 Our study showed the following trend within Romanian firms: the organization
management assign fewer resources and little interest for the Human
Resources Department, compared to the budget and interest shown for other
firm departments.
 At the same time, the Human Resources Department activities with allocated
resources have an exclusive administrative-bureaucratic character.
Most of the times, the Human Resources Department faces a paradoxical situation:
outside the organisation, its merits are recognized, whilst inside the organization, its position
is less important. Generally, this is the department with the lowest budget assigned and
where the first personnel reducing activities are applied in case of redundancies.
The study that we conducted within the Romanian SME s, pointed out the
following causes of the presented situations:
• The Human Resources Department is not able to demonstrate its economical
benefits in business terms, thus it ends up being considered and understood as
a support function of the firm.
• In the majority of the Romanian economical organisations exists settled the
conception according to which processes rule human resources. Thus in these
firms, the attention paid to employees, to their preoccupations and needs is
considered a subject of secondary importance. Within such organisations, the
human resources departments have an acceptation similar to the “personnel
function”. These departments happen to have even this name, and even when
they don’t, the title is just a formal label.
• Unfortunately, many times the Human Resources Department has no strategic
vision, and the human resources management issue is not perceived as a
management tool, but a collection of procedures and systems. This leads to a
gap between the operative leadership and the Human Resources Department,
which is considered a support function for the firm and not an operative one.
This way, the Human Resources Department activities have an extremely
bureaucratic image.
• The human resources managers and specialists are not able to put themselves
in good use, to create a positive image for their activity in order to sell it within
their organisation.


2. Redesigning the current role of the human resources management
Once Romania accessed the European Union, it became imperatively necessary for
the human resources specialists to redesign their role and, in the same time, the position of
the human resources department within Romanian organisations, aiming not only to increase
the organizational efficiency, but also to ensure its own functionality. So that the Romanian
organisations activity to integrate within the European trend, is mandatory for the Human
Resources Department to ensure a stable balance between its different roles, such as:
business partner, internal consultant , operational expert, administrative expert, employees’
representative and employer’s representative. The conception according to which the
Human Resources Department must assume all these roles may be considered as a relatively
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recent one for the economic environment in Romania; this statement is sustained by the fact
that, in many cases, the firms working in Romania allocate to this department only part of
these roles, excluding totally the rest of them.
The real challenge in achieving an efficient and European human resources
management is to ensure a sound partnership, both with the internal and the external clients
of the organisations! So, the capacity to see the whole organizational picture and to develop
the resources necessary for addressing the whole organizational picture becomes
increasingly important.
A situation frequently occurred within the Romanian business environment is
related to the present reputation of the human resources department. Thus, during our
investigation we addressed to a large number of Romanian organisations’ employees the
following question: “What are the activities of the Human Resources Department?” and
they didn’t know what to answer us. Most of the employees perceive the Human Resources
Department as “those persons that deal with pay checks and interviews.”
Given this situation, redesigning the Human Resources Department’s role within the
organisation becomes a necessity, as well as implementation of an internal marketing process,
including marketing research and public relations activities at organisation level. In this respect,
opening debates on this issue at each firm’s level is a key element. The Romanian human
resources managers and specialists must leave the department’s office and enter the world of
firm’s employees. Developing such activities requires sustained dialogue, which means
communication between the Human Resources Department and the others departments.
Furthermore, communication must consist in promotion only, but also in listening. The Human
Resources Department must educate organisation with regard to its capabilities and contributions
in achieving the organisation’s objectives. Generally, most of the employees perceive the Human
Resources Department mainly as the “persons dealing with salaries and interviews”. For a more
correct position of this department, the human resources specialists must develop public relations
activities among its own employees. Thus, the human resources management activity must be
conceived as a product; the product needs a wise marketing, oriented mainly towards the internal
environment of the organisation!
3. Human Resources Department – firm’s strategic partner
Presently, the economic organisations at the European level suffer permanent
organizational adjustments as answers to market changes and, in order to successfully face
such conditions, they are populated with motivated persons, having a clear vision regarding
the future and proving initiative and team-work skills and, not least, responsibility sense.
The Romanian firms must understand that the human resources represent the main hope for
the firm’s future. It is hard to create an organisation with such a culture, it takes time and
financial resources, but it is essential for the organisation’s success, especially on long term.
Thus, in order to increase the organisation competitiveness, the specific objectives
of the human resources management need to be set in such a manner to support the
organisation and to be in line with its strategies and objectives. Such a strategic partnership
has a significant impact on most of the Human Resources Department’s activities, e.g.
recruitment and selection, motivation of employees, performance evaluation, reward system,
career management and development of employees. As a matter of fact, this is an essential
strategic element for the firm’s future, namely the Human Capital.
How does the Human Resources Department become a strategic partner of the firm?
• The Human Resources Department can become the ally of the executive team
through active participating in the decision-making process regarding strategic
business. The Human Resources Department should support the firm’s
business strategy through the policies and procedures it implements.
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The human resources specialists must learn and master the communication in
business terms, in order to improve the communication and relationship
between the human resources department and the top management of the firm.
The human resources specialists need to understand the business in its whole,
in order to support and argument the decisions adopted by the human resources
department.
All the human resources department’s processes and actions will be
approached from the strategic plan perspective. Each human resources action
has an objective that must be subordinated to the organisation’s goals and
aligned to the strategic plan.

4. How shall human resources managers succeed in meeting these high
expectations?
At the European Union economic environment level, it is not a surprise anymore the
fact that Human Resources Management started to gain a central position within the
organizational environment. Humans’ skills and their commitment became critical factors in
organisations’ functionality and survival. Nevertheless, the Romanian economic
environment faces the following dilemma: “How shall human resources managers succeed
in meeting these high expectations?”
In order to handle such metamorphose of the human resources department, its
specialists must permanently take in consideration the following strategic elements:
• Leadership spread among the entire organisation. Complexity and uncertainty
– inherent for the present Romanian business environment – require a high
degree of agility and adaptability from behalf of Romanian firms; these
requirements cannot be met unless the leadership is exercised as a role, not a
function. The univocal leadership, associated to order and control elements,
specific to organisations with strong hierarchies, must be replaced by leadership
exercised at all organizational levels. Most of European successful
organisations maintain such a culture to encourage its employees in leadership
exercising. Therefore, a European condition for Romanian management
consists in the cultivation of organisational culture among employees for
exercising leadership is a current requirement of human resources management.
• Romanian organisations must have the ability to exploit the employees’ capacity as
much as possible. The major problem is not to hire skilled persons, but to retain them
and also to gain their commitment as much as possible. In many cases, Romanian firms
fail in capturing and retaining much of its employees’ skills and potential. Researches in
this field show that an employee uses maximum 60% of his capacity. Frequently, the
Romanian firms’ strategies aimed to gain its employees’ commitment are inefficient.
For example, after conducting our study we detected that the majority of Romanian
organisations uses mainly financial motivational politics; a salary raise could be a very
efficient motivator, but only on a short term basis. In order to reach congruency between
employees’ and employer’s needs, managers must focus on facilitating the process
aimed to interiorize the organizational goals at the level of all employees.
• Measures adopted by Human Resources Department must be credible.
Traditionally, the human resources department adopts measures focused on
specific activities, such as: necessary time for employment, number of
employees to be involved in training activities, etc. Presently, the European
trend is the following: especially human resources management and generally
firm’s management are expected to elaborate and adopt measures aimed to
build organizational capacity.
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The line managers must communicate directly and efficiently with the
employees. Our researches showed that one of the major weaknesses of
Romanian firms consists in the internal communication process. The line
managers tend to focus only on the results and profit and need to be reminded
on the importance of direct communication and relationship with the
employees. The commitment degree of employees depends directly on the
quality of the communication between them and the managers.
Communication within organisations can make the difference between a highly
motivated and positively thinking personnel and a not motivated and not
committed personnel.
Romanian firms’ capacity to adapt should exceed the changing pace of the
business environment. Knowledge changing at an international level represents
a complex process, whose speed generates unpredictability. The organisations
able to face such a permanently changing environment are the ones intensely
preoccupied with the vocational training level of its employees. Presently, at
European level, firms do not fight anymore with products and technologies; the
competition relocated to the area of training modalities in the benefit of
employees. Thus, Romanian managers’ task is to create organisations able to
learn rapidly and efficiently.
The employment process must suffer a branding process. Given that in the last
years the Romanian labour market became extremely competitive, the only
choice in attracting desired talents into organisations consists in designing the
whole employment process like a marketing process, having as result the
creation of a brand for the firm. The top organisations of the European
economic environment elaborated strategies to attract and retain the employees
through the branding process. On such competitive labour market, the firms’
task is to build an image or a brand as specific to the firm as possible, in order
to clearly differentiate it from the other firms on the labour market.
Leadership
Employees’
commitment

Employment
brand
HRM
PRIORITIES

Internal
communication

Permanent
learning
Credible HR
measures

Figure 1 Luman resources management –strategic features

5. European trends for the future of Romanian human resources management
First trend: human resources equal human capital
The capital is in generally created through investment efforts, and the decisions
creating capital are strategic ones. The human capital management is designed to generate
competitive advantages on a long term basis, out of the organisation’s capacities, namely:
adaptability and flexibility, team spirit, long-life learning capacity, lining to organisation’s
goals, etc. Given these conditions, Romanian human resources departments will play the
following three roles: consultative (thus becoming an internal consultant of the firm),
administrative expert, humans’ representative and changing agent.
Second trend: Strategic planning of the human capital
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Raising the human capital issue to a strategic position is generated by the European
organisations’ tendency to focus on obtaining and maintaining the competitive advantage
given by organisations’ capacities. Romanian managers must develop their influential
capacity and their reasons to sustain the necessity for managing the human capital at a
strategic level. The following elements become essential in human resources management
and must be considered and agreed at strategic level, namely: organizational culture,
essential competencies set, key processes, leadership system.
Third trend:The responsibility for employees’ training and qualification
improvement continues to move from education institutes towards employers
Presently, at an international level work gains an increasing technical nature,
requiring from employees an increased number of specific technical competencies, and
those very specific competencies cannot be acquired through traditional education means.
Given the fact that qualified employees’ recruitment became more and more difficult, the
responsibility for employees’ training and qualification improvement aimed to acquire
technical competencies is held by employers. Therefore Romanian firms must elaborate and
implement employees’ training programs in order to acquire specific technical competencies
required by the current activity of the firm.
Fourth trend: Labour market culture is changing
A bilateral lack of loyalty may be noticed on the labour market both in Romania
and internationally. More specific, the qualified employees are engaged in a permanent
money race, benefiting from the very weak labour offer in certain labour market sectors.
Whilst the employing firms are pursuing for profit, the work force becomes more and more
transitory, which leads to fewer and fewer employees willing to develop their entire career,
or at least most of it, within the same firm. Young employees and the less experienced ones
are cheaper. Thus, anticipation of firm’s work-force needs becomes a must, and the
recruitment difficulties require from Romanian firms much more flexibility in utilization of
its employees. Concomitant, the reward and benefits plans must be redesigned, in order to be
attractive for such a continuously mobile labour market.
Fifth trend: Organizational dynamics will change
The strategic dimension will be more and more highlighted and a high degree of
flexibility will be required from behalf of Romanian firms. Most organisations will largely utilize
empowerment of employees and, consequently, the need for supervising will decrease and the
need for mentoring and coaching will increase. The organizational changes must be achieved more
easily, thus the organisations’ flexibility and adaptability level must increase. It becomes essential
for employees to hold competencies regarding collaboration and teamwork.
Sixth trend: A high pressure will exist on the labour market to achieve congruency
between performance and employees’ rewarding.
Most of the times, within the investigated firms, difficulties occur in measuring and
evaluating the employees’ performances. Thus, it appears a need for firms’ management to
elaborate innovative strategies for rewarding the employees proportionally with their
professional activity performances.
Seventh trend: Partnership between public and private sector will become more and
more frequent
Partnerships between the public organisations and the private ones are concluded as
a result of both parties’ willingness to meet certain needs of the market, which they cannot
meet separately. Both firms’ managers will have to pay more consideration to labour
relations, because of the situations in which public sector employees could be temporary
transferred to private organisations, or private sector employees could supervise public
organisations’ employees. The human resources specialists must elaborate employment
plans which to take in account the specific feature of the public-private partnership.
Eighth trend: Increased importance of informational system management
Together with the technological progress, the computer became a tool currently
utilized by most of the employees. The access to data bases, Internet and to various
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informatics programs will become both a security problem and an organizational efficiency
one within Romanian firms. Thus, confidence and access to information will become very
important organizational themes. Elaborating policies regarding the access and use of
informational technology within firm becomes essential; systems for monitoring employees’
compliance towards those policies will be developed, so that the organizational resources to
be protected, concomitant with maintaining the employees’ efficiency level. The difficulty
consists in avoiding invasion of employees’ private space by organisation.
6. Conclusions
A large number of Romanian organisations have already initiated measures to adjust
the human resources department, aiming to increase this department’s contribution to the
organisation’s success. During this metamorphose process, the human resources department
will endure pressures both external and from the inside of the organisation, regarding the
following issues:
• Improving knowledge, skills and competencies regarding the strategic
management at the level of human resources specialists and managers.
• The development and the implementation of strategies for improving the
strategic planning of firms’ human capital.
• The use of specific indicators within the human resources department, in order to
evaluate this department’s performance.
• The evaluation of the human resources department activities’ contribution in
achieving the organisation’s objectives.
All those concerns show the increasing importance of human resources on the
Romanian labour market, this fact is being proved by the following aspects: continuously
increasing budgets allocated to human resources departments, technological investment for
human resources departments and higher attractiveness for salaries of the human resources
managers, exceeding even salaries of other departments’ managers.
The organizational adjustments and the permanently changing requirements of the
European business environment are the main engines of the process which transforms the
approach regarding the Romanian Human Resources Management, having as main objective
lining this department’s activities to the organisation’s needs.
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POSSIBLE SOLUTIONS AIMED AT GALVANIZING
ROMANIA’S EXPORT AND ITS CONTRIBUTION
TO THE “DEVELOPMENT-COMPETITIONENGAGEMENT” TRIAD
Octavian Gh. BOTEZ
Ph.D. Professor
Spiru Haret University, Bucharest

I. Difference of issues confronting Romania’s export is confronting with at
present
1. During a period of 18 years the year-to-year difference between the value of
Romania’s export as compared to that of the import was obvious. Thus, the chronic
character of the commercial negative balance is relevant. The commercial deficit between
the years 1990-2000 was over $-20 billion, to increase between the years 2001-2006 to €-35
billion, followed during only three quarters of 2007 by an increase of the negative balance to
€-15 billion. More than that, even the prognosis for the years 2007-2013 shows a total deficit
of €-150 billion in this period, which obviously threatens the economic balance of Romania,
especially the external one and the increase to dangerous levels of the external debt service.
As for the degree of coverage of import by export, this was placed in the 90’ of the
last century between 77.2 and 78.5 percent, to reach during the first years of the 21st century
a weight under 70 percent, and totaled over 9 months in 2007 the situation got even worse,
the degree of coverage of import by export lowering under 60 percent.
2. From the point of view of the physical structure of export, there was reached an
accentuated contraction over only a few large groups of goods which, unfortunately, have a
low added value (metallurgic products, oil products, textiles and clothes, furniture).
Significant Is the fact that in 2006 the transport vehicles and equipment recorded a weight of
30 percent from the total of Romania’s export. This is the positive effect of exporting the
Logan car, an example of rapid penetration on foreign markets. However, with reference to
the high technology exports within the total export, where in Romania this covers only 6
percent, in Ireland it has reached 46 percent, in Holland 35 percent and in Hungary it is
situated at 26 percent.
3. We find the geographic orientation of Romania’s export extremely limited,
especially to five EU countries (Italy, Germany, France, Great Britain and Hungary), which
in 2006 totaled over 50 percent of the whole export. This fact is proved by the large weight
of the export to European Union countries, which was of 67.7 percent during the last year.
The degree of concentration of Romania’s exports to the space of the European countries
reached in 2006 the impressive weight of 86.8 percent of the total export, which proves a
weak presence in the mega-markets situated on the other continents of the globe (Asia,
North and South America, Near and Middle East countries as well as those in North Africa,
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with long benefic traditions in favor of the Romanian producers and exporting companies,
but also of our partners).
4. As for the size and structure of direct foreign investments and direct economic
and technical-scientific international cooperation, within almost the last two decades these
could not perceptively back up Romania’s export of highly processed products. As new,
advanced forms of external commercial exchange, both direct foreign investments and longterm economic and technical-scientific cooperation have not yet circumscribed, in
Romania’s case, within the international trend of moving the economic relations between
countries from the sphere of circulation to that of producing high yield, technology and
quality goods and services.
5. The contribution of the National Export Strategy for the period 2005-2009, by
the annual Programs of Romania’s export back up and promotion, financed from the state
budget, have not proved enough, under the conditions of the ever increasing from year to
year of the imports in Romania, especially those of consumption for the population. This in
spite of the fact that in 2007 there were introduced new Romanian export promotion
instruments. One is the partial financing from the state budget of certain activities carried
out by our economic advisors of the Romanian Embassies abroad in their countries of
residence, such as participation to fairs and exhibitions where Romania is not present with
Romanian companies. Within the same context there are financed the missions of the
foreign partners who come to Romania in order to canvass and contract Romanian goods
and services. As a novelty there are also financed from budgetary funds the sector or branch
brands and Internet advertising. However the granting of support for business at the level of
one company is limited to under € 200,000 totaled over a period of three years.
Positive examples of international experience are the export promotion practices in
Germany, commercial world leader during the last years, taking the position of the United
States. Thus, in Germany there are advantageously financed the research and development
programs for achieving new products, obtaining market information and granting consulting
services to exporters.
In its turn, Italy, for almost twenty years the main commercial partner of Romania, allots
funds to Export Consortiums of the small and medium enterprises for promotional actions and to
the Italian Chambers of Commerce opened abroad. (An Italian company may benefit from two
allotments of € 2,500 each to create its own strategy and carry out export activities.)
In order to double the number of exporting companies, Austria also introduced a
Program of granting individual consulting and financial support to exporting small and
medium enterprises.
6. The export goods producing and marketing companies in Romania have requested
very little or not at all the elaboration of external market studies partially financed within export
baking up and promotion annual Programs. The main reason was the fact that both the companies
and the associations of producers and exporters consider extremely expensive the coverage of 50
percent of the cost of a market study aimed at promoting the export of their products. In such
circumstances, the amounts allotted annually from the state budget for this instrument of
increasing exports remained practically unused. In fact, scientific research regarding export lacks
back up at the degree of its importance both at the level of research institutes of the Romanian
Academy, other public and private research institutes and at the level of the profile faculties within
the universities in Bucharest and the country.
7. The managers of companies involved in export operations, with priority those of
small and medium enterprises, have not acquired yet the knowledge required to practice
such extremely complex activities and with many risks but also with important gains. At
present there are approximately one million small and medium enterprises, many of which
being able to be potential exporters. As such, intensive training, even of short duration, at
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the level of company managers aimed at obtaining exceptional professional performance as
compared to that achieved so far becomes a stringently present issue. And this especially for
beginner exporting companies under the conditions of Romania’s joining the European
Union and internationalization of our country’s economy.
8. The special development of the public and private university education by setting up
numerous marketing and international economic relations (business) faculties, the increase of the
educational process quality are aimed at increasing rapidly in the whole country to the ambitious
European standards. The lack of curricula adapted to the latest requirements related to Romania’s
joining the European Union and the deepening of the globalization process will have to be
remedied by granting a larger degree of attention to the increase of the indoor and field practical
application classes by multiplying the mutually advantageous contacts and arrangements with
export producing and marketing companies as well as the research institutes, professional,
employers’ associations, branch trade unions, etc.
9. The contribution of mass-media to Romania’s export promotion is still modest as
compared with the magnitude of this activity in the formation of the Gross National Product
and the role of export as motor of national economy development, of constant increase of
the competiveness of Romanian products and services, in order to be able to face the
competition both at external level and in our domestic market. It can be noticed that the
number of journalists specialized on the complex but also very beautiful issue of foreign
trade with goods and services is very small.
10. The public and private institutes with direct responsibilities in the sphere of
export succeed only sporadically and in a small degree to set up convergent actions aimed at
galvanizing Romanian export promotion at the level of the economic, technical-scientific
and cultural potential of Romania. The Export Council, an important organism in the publicprivate partnership, needs also an active presence at its reunions and in the work
commissions of personalities with great foreign trade experience, accompanied by university
staff and prestigious researchers.
II. Proposals for strong actions regarding the prospects of Romanian export
1. Establishment of new mobilizing objectives within the National Export Strategy:
• doubling the export of commercial goods and services until 2011-2012;
• increasing by three the number of producing and exporting companies until 2013;
• intensifying by companies the utilization of professional information and
research, including via Internet, in order to constantly increase the foreign
currency collections as a result of obtaining better export prices;
• encouraging in multiple forms the export based on electronic trade, in order to
reach European and worldwide performance.
2. Application of the Reference National Strategy Framework and Sector
Operational Programs in order to increase and render more efficient the export of
competitive products and services with knowledge added value, in the context of Romania’s
integration in the European Union.
3. Intensification of prospecting and concluding of export contracts with companies
from North and South America, Asia and other East European, Western Balkans, Near and
Middle East and North Africa countries, a.o. Encouragement within the National Export
Strategy of projects aimed at:
• creating direct maritime lines in stages, in the Black and Mediterranean Sea basins
as well as to the United States, Latin America, Persian Gulf, India, China, Japan;
• extending airlines on all continents in order to intensify tourism and transport
of goods with high knowledge added value;
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•

activating the role of Embassies based on the foreign policy orientation in the
next 10 years.
4. Achievement of important direct foreign investments in Romania and other
countries, especially by transnational companies and companies from the European Union,
USA, Japan, Russia, China, India, Brazil and Mexico, in order to increase Romania’s export
of industrial, agricultural products and services with the highest possible added value, based
on modern technologies.
It is required in the next stage a more sustained encouragement of the international
economic and technical-scientific cooperation of regional, European and world importance.
5. It is necessary to introduce into the National Export Strategy new important,
innovating actions:
• achievement in public-private partnership of an exhibition-boat to promote
export in the countries along the Danube-Main-Rhine rivers;
• construction of large commercial complexes of the Carrefour S.A.-type in publicprivate partnership in countries of special interest for promoting Romania’s export
of industrial and agricultural products and commercial services.
To galvanize Romania’s export it is necessary to double the weight in the total
annual budget of supporting and promoting the export for Programs of increasing the
competitiveness of industrial and agricultural products.
We also propose supplementation of the National Export Strategy with new
Programs aimed at increasing the competitiveness of tourism in Romania as well as
transport and certain commercial services.
In future, in order to quantify the way in which the amounts allotted from the
budget are used for backing up and promoting Romania’ export actions, it is necessary to
have a rigorous system of measurement of the results achieved by granting incentives and
elaborating a six-monthly report in the Export Council, proposing pertinent measures.
6. During the following stage it is necessary in order to:
•
grant technical assistance to small and medium enterprises to increase the
role of Internet in promoting export by presentation of the export activities
of beginner companies on the portal;
•
achieve an analysis at the level of companies potentially beneficiary of export
incentives with regard to the causes which prevented spending the amounts
allotted within the last years for market studies by products or countries;
•
improve and diversify the range of incentive instruments for exports in
favor of the companies, by diminishing in this stage a quota of participation
to the payment of market studies by such companies from 50 percent to
20-25 percent.
At the same time we propose supplementation with other categories of incentives
aimed at elaborating marketing programs and granting of consulting services by a team of
specialists attested by the Chamber of Commerce and Industry.
7. We propose the cooperation of export companies with the commercial profile
faculties in order to achieve intensive training programs at manager level.
Also, granting of practical training periods for students at export companies would
allow an acceleration of the formation of young people under real conditions of the business
environment.
At the same time we consider necessary setting up an Export management course
(12-15 hours) over three week-ends for administrators of companies, especially small and
medium enterprises. This ambitious endeavor could be partially financed through the annual
programs of backing up and promoting Romanian export.
Within the same context it would be also necessary to set up short courses:
“Romania’s Foreign Trade at the beginning of the 21st century in the context of European

69

70

Romania in the EU. The Quality of Integration. Growth. Competence. Employment

Union integration” for other export company employees and the unemployed who wish and
have commercial inclinations.
8. Organization by the Ministry of Education and Research, Foreign Trade Department
and Chamber of Commerce and Industry of Romania of an exchange of experience between staff
teaching disciplines from the foreign trade field at university and post-university courses in
view of agreeing over updated curricula aimed at increasing the performance of the educational
process to the level of European and world standards.
Creation within AGER of a team, in collaboration with representatives of School
Inspectorates, Economic Studies Academy and other universities from Bucharest and the
territory, to study the mode of approach to foreign trade issues in the high school text books
in order to elaborate daring proposals of improvement based on the new conditions of
internationalization of Romania’s economy and the experience of the EU-member countries.
Probably the time has come to set up commercial high schools to train future
specialists in the field of domestic as well as international trade.
9. We propose an analysis by daily newspapers, magazines, radio and TV stations
with regard to the possibility of periodic inclusion of pages, columns or programs regarding
promotion of Romania’s export.
At the same time we propose the future appearance of the weekly/twicemonthly/monthly periodical “The Exporter’s Magazine”, with pages reserved in foreign
languages, with a number of copies having in mind the current number of 15,000 companies
with import-export activities, as well as the interest of foreign partners with regard to the
Romanian offer.
Granting by the mass-media of a special importance to the celebration of the
“Exporter’s Day”, finding the best period for such a national event.
10. Study by a collective made up of practitioners, researchers and university staff
of the foreign trade public and private institutional framework in order to forward proposals
for its improvement in the context of Romania’s integration into the European Union.
We deem useful for the increase of the interest declaration of the year 2008 as the
“Export Year”. In this context we propose the elaboration of a calendar of convergent
actions by the Foreign Trade Department, Chamber of Commerce and Industry of Romania,
ANEIR, CRPC, employers’ associations, professional associations, universities, research
institutes, AGER.
At the same time we deem as especially useful an analysis by an interdisciplinary
group the utility of an integrating normative document under the name of “Export Charta”,
presenting the guiding lines in the field in a first stage, that is the period 2008-2013.
III. Introduction in Romania’s export contribution study into the
development-competition-engagement triad
In the first part of this field export has participated by approximately one third to
the weight of the gross national product in Romania. From here there should result a close
correlation in the evolution of the export and the gross national product (GNP).
Annual increase rates of Romania’s export and GNP
between 2001 and 2006
Table 1
Year
Annual increase rate of export and GNP (in %)
Export-GNP Difference %
2001
9.8
45.8
-36.0
2002
21.9
29.8
+6.9
2003
27.6
30.4
-2.8
2004
33.3
24.7
+8.6
2005
18.1
16.9
+1.2
2006
16.6
18.9
-2/3
Source: The Statistic Yearbook of Romania 2006 and provisional data for 2006, the National Statistics
Institute.
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The data in the table show that in five of the six years under analysis there existed a
constant influence of the export on the GNP both in 2002-2004 and especially in 2005-2006.
With regard to the relation between the evolution of export, degree of engagement
of the labor force, unemployment ratio, respectively, in the majority of the years there is not
noticed any systematic connection between the dynamics of Romania’s export and the
degree of engagement of the labor force, the evolution of unemployment, respectively.
As an exception there was the year 2003, when the particularly high ratio of the
annual increase of export as compared to 2002 was reflected in a high degree of engagement
of the labor force (93 percent) and a lower rate of unemployment (7 per-cent), the lowest in
the period 2001-2006.
Table 2
Annual increase rate of export and degree of engagement
of the labor force, unemployment rate, respectively,
in Romania, between 2001-2006
Year

Annual increase rate
Labor force
Unemployment
of export
engagement rate
rate
2001
9.8
93.6
6.4
2002
21.9
91.6
8.4
2003
27.6
93.0
7.0
2004
33.3
92.0
8.0
2005
18.1
92.8
7.2
2006
16.6
92.8
7.2
Source: Statistic Yearbook of the Foreign Trade of Romania 2006 and provisional data 2006, the
National Statistics Institute.
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Abstract. According to the ambitious objective of becoming the most competitive
and dynamic knowledge-based economy in the world, European Union «can have only one
alternative in the globalised economy, those of developing high qualified human resources,
that are supposed to act on more flexible labour markets» (Mulatero and Riela, 2006).
From this point of view, Romania has overcome the stage of competitiveness based
on intensive production factors exploitation (unqualified or low qualified labour force),
being in the situation in which this country has to focus on strengthening the efficiency (high
education and continuous learning process, the capacity to gain benefits from existing
technologies) and, in the same time, to assure the premises to move on at the superior stage
– the competitiveness based on innovation (IER, 2006).
In this context, the paper hereby proposes to analyse the Romania’s situation from
national human resources competitiveness point of view compared to EU’s and at regional
level, starting from the existing literature and using multi-criteria statistical analyses
indicators and methods in order to substantiate improving solutions for human resources
usage competitiveness at national and regional level.
Key words: competitiveness; human resources; human capital; multi-criteria analysis
REL Codes: 10B, 12C, 16F
Lisbon Strategy – instrument for sustaining increasing competitiveness
through efficient use of human resources
In order to decrease the gap of productivity existing between the main competitors
of USA and Japan and to face the competition of the newly entered players on the global
market (China and India), which present the advantages of a cheap and well qualified
workforce, but mostly to assure high living standards for its own citizens, European Union
proposed itself to become the most competitive economy until 2010, based on knowledge
and full occupation, purpose for it conceived a set of policies gathered under the Lisbon
Strategy name.
Revised for many times since 2000, year of its launch, Lisbon Strategy is based on
three pillars1:

72

Theoretical and Applied Economics. Supplement

73

a) an economic one, through is desired to assure the premises of EU transition to a
competitive economy, dynamic and based on knowledge, by continuous
adaptation at the informational society’s evolutions and supporting research
and development activities;
b) a social one, which is conceived to improve the European social model
represented by increasing the investment in human resources and fighting
against social exclusion, guiding members states to increase the investments in
education, continuous learning, active policies of occupation in order to
translate to the economy based on knowledge;
c) an environmental one, that fixes the directions of fulfilling the economical
increase objective, without excessive use of natural resources.
Even if the evaluations realised at the middle of the period has highlighted the
weaknesses of the application and the delays in achieving the objectives, Lisbon Strategy
remains a guiding instrument of the member states in their attempts of realising economical
increase by ranking the priorities, giving them economical justification, coordinating and
identifying the priorities for learning and experience exchanges and for creating the
activities in common actions framework.
Lisbons Strategy role at EU’s level, justified by the insufficient investment in high
technology, education, research & development, new products with increased added value, better
(including under the financial aspect) workplaces, and an evident underused workforce (IER,
2006, p.5), correspond to a durable economical increase based on superior educated, flexible and
adaptable workforce, on developing the entrepreneurial and innovative spirit – developing the
research in the fields which allows getting high-tech products and services on training the
employees capable to assure the conceiving, the assimilation and the transmission of the
informational and communications technology society.
Thus, in order to realise the competitiveness objectives, European Union “can have
only one alternative in the globalise economy, that of training high qualified human
resources, who have to act on more flexible labour markets” because “the knowledge based
economy needs the human capital improvement” (Mulatero and Riela, 2006: pp.4-8).
Human capital, “the knowledge, the capacities, the competences and the attributes
of the individuals who facilitate the creation of the personal, social and economic welfare”
(OCDE, 2001) became in this way a key-factor of competitiveness, being decisive for the
creation of the competitive advantage based on research&development, innovation and
entrepreneurship.
In this purpose, one of the most significant objectives of the New Lisbon Strategy,
is to render as more possible the human capital in economy, being known that this resource
is limited by the demographical forecasted evolutions for the next decades and by its
involving in achieving the competitive advantage through its entrepreneurial, creative and
innovative qualities.
The human capital impact on competitiveness analysing models
The model of evaluating human capital in Lisbon agenda context make valuable the
structural indexes proposed by the European Commission in the standardising process of the
results obtained by the member states through the coordination method opened for ranking
the states according to the human capital competitiveness performances (Mulatero, Riela,
2006, pp.1-4).
Starting from the principles of the New Lisbon Strategy regarding three areas:
macroeconomy, microeconomy and occupation, the authors of the model realise a
classification of the competitiveness on the base of the indexes that are related to the human
capital (Table 1):
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Human capital evaluation in the New Lisbon Strategy context
Table 1
Guidelines
To increase and improve investment in R&D in
particular by private business

To facilitate the spread and effective use of ICT
and build a fully inclusive information society
To expand and improve investment in human
capital

To adapt education and training systems in
response to new competence requirements

Indicators
1. Total expenditure on R&D
2. Expenditure on R&Dby funding source
3. Mathematics, science and technology graduates
4. Employment in high-tech services
5. Employment in medium-tech and high-tech
manufacturing
1. Internet household penetration
2. Broadband penetration
1. Total expenditure on education per student
2. Public expenditure on education
3. Expenditure by funding source for tertiary education
4. Participation rates in education
5. Early school-leavers
6. Population with tertiary education
7. Life-long learnig
1. Youth education attainment level
2. Ratio of student to teachers
3. Reading skils of pupils
4. Female proportion of MST graduates
5. Average number of foreign languages studied
6. Foreign students in tertiary education

Source: Processing on Mulatero, F., Riela, S., Human Capital for the Competitiveness of the
EU: the role of the National Reform Programmes, Milano, July 2006
The methodology used starts from computing the average for each indicator on the
data collected from the seven analysed member states, giving a score from 0 to 4 for each
country according to its performance compared to the average (i country receives 0 point at
the Ii index if Ii<μ-1,5σ; 1 point if μ-1,5σ<Ii< μ-0,5σ; 2 points if μ-0,5σ<Ii< μ+0,5σ ; 3
points if μ+0,5σ<Ii< μ+1,5σ; 4 points if Ii>μ+1,5σ) 2, the score average indicates a country
performance related to each of every 5 principles.
The Human Capital European Index (Ederer, 2007, pp.9-15) measures the countries
capacities to develop and use their own human capital defined as being “the cost of formal
and informal education quantified in Euro and multiplied by the number of population who
live in every country”.
In order to determine the economical competitiveness of the countries related to the
human capital performances, the mentioned author proposes to calculate a score according
to 4 characteristics: human capital endowment, human capital utilisation, human capital
productivity, demography and emplyment, elements which represents the terms of the next
mathematical formula:
The amount of human capital per capita available*how much of it is utilized in
economy*the productivity to which it is utilised*the growth/decline of the working age
population in a country = forecast of total economical activity.
The complex role of the human capital expressed in order to assure a competitive
economical increase, by the multiple effects on productivity, social models, to areas as new
technology, innovations, research&development, involves the implications of the decisional
factors in developing adequate policies.
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The analyse of Romania’s competitiveness from human capital perspective
Evaluating the Romanian economy competitiveness according to the European
standards fixed by Lisbon Strategy, the IER study: The competitiveness of Romanian
economy: necessary adjustments in order to achieve Lisbon Agenda’s objectives indicates
that Romania has overcome the level of the competitiveness based on intensive exploitation
of the production factors (unqualified or low qualified work force), being in the situation in
which must to focus on strengthening the efficiency (high education and continuous learning
process, the capacity to obtain benefits from existing technologies) and assuring, in the same
time, the premises to go further, at the superior level – the competitiveness based on
innovation (IER, 2006, pp 16-18).
In a comparative analyse with the other member states, Romania’s performances at
the indexes that quantify the quality of human resources from our country it can be observed
that these can become a competitive advantage if they are sustained by higher investments in
education (only Bulgaria allocates lower sums of money for this sector vital for a
competitive increase: BG: 2572.3 mil. EURO-PPS RO: 5273.3 mil. EURO-PPS, while
Germany almost 19 times more, DE: 95721.4 mil. EURO-PPS).
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Public expenditure on education (Milions EURO - PPS) (2004)
Figure 1. Public expenditure on education

The youth education attainemt level3 is high, compared to countries as Poland,
Portugal, Spain, Holland or Germany (RO: 77.2 %; PL: 91.7%; PT :49.6%; DE: 71.6%) and
skills as learning a foreign language4 among scholars are well developed (RO: 1.9 ; PT : 1.9;
NL : 2 ; DE : 1.2), fact which indicates that human resources really represents a key factor
for increasing on long term Romania’s competitiveness.
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Unfortunately, a negative aspect, but with a overwhelming importance for
increasing human resources capacity to become adaptable to the new knowledge based
economy, in full globalise process is represented by the long life learning 5 (RO : 1,3% ; PL :
4,7% ; NL : 15,6 %; DE : 7,5%).
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Figure 3. Long-life learnig
The disparities regarding Romania’s capacities to face the challenges of transition
to knowledge economy, that involves a more efficient use of human resources by their
qualification increase, technologies and innovation development are more evident inside the
country, at regional level.
Thus, a ranking of regions using the average and standard deviation6 according to
the relevant indicators for the scientific, technological and innovation development level
(the number of students, the weight of high educated people in occupation, the expenses
with research&development, the number of the employees from research & development)
proved the fact that, as it was expected, the differences between Bucharest region and the
others regions of the country are very high, in all this areas, except scholar abandon, very
high in Bucharest-Ilfov region. Also, according to the mentioned indexes it can be put in
evidence groups of regions, with a level closed to the potential of development of the
knowledge based economy: North-West, West and Centre, North-East, South-East, SouthWest and South.
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Conclusions
Lisbon Strategy, criticized for the weak results obtained at the middle of
programming period and for the lack of efficiency of coordination method used for the
implementation, still remains a significant tool in order to achieve the competitiveness
objectives of member states by the formulated directive lines and also through cooperation
and experience exchange framework created for these.
In this context, a key factor proposed for obtaining a significant competitive
increase is human capital, more precisely: knowledge, human abilities and skills enforced by
continuous education, which assure the adaptability and flexibility needed into a globalised
economy and based on intensive usage of knowledge.
Thus, Romania overcome the level of economical increase based on using
intensively the natural resources, starting to focus on the factors that contribute to the
increase of efficiency: investments in education, research and innovation for assuring the
necessary conditions in order to obtain and use the advanced technologies. Realising this
objectives is imposed inclusive at regional level, being possible by an efficient use of
european funds.
Also, the negative demographic evolutions oblige our country to act for
employment increase by making longer the active life, to increase labour productivity, to
sustain more actively the education, especially that which facilitates the adaptability by requalifying the employees and develops entrepreneurial spirit, reforming insertion and social
protection systems.
Notes
1. http://europa.eu/scadplus/glossary/lisbon_strategy_en.htm
2. where (μ) is the average, and (σ) standard deviation
3. Youth education attainemt level – percentage of the population aged 20-24 having
completed at least upper secondary education
4. Foreign languages learnt per pupil – secondary education (average) – is obtained by
dividing the total number of pupils learning foreign languages by the number of pupils at
the level
5. Long life learning –percentage of the adult population aged 25-64 participating in
education and training
6. Methodology presented by Mulatero and Riela, 2006 in Human Capital for the
Competitiveness of the EU: the rol of the National Reform Programmes
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ANNEXE 1: Indicators of education, R&D and inovation at national level
Indicator/Countries
Public expenditure on
education
(Milions
EURO – PPS) (2004)
Youth
education
attainment level (%)
(2006)
Average number of
foreign
languages
studied (2005)
Long-Life Learning
(LLL) (%)
Internet
hiusehold
penetration
(%)
(2006)
Broadband
penetration(%) (2006)

RO
5273,3

BG
2572,3

HU
7644,6

PL
22834,9

PT
9086,9

ES
39837,5

NE
23859,5

DE
95721,4

77,2

80,5

82,9

91,7

49,6

61,6

74,7

71,6

1,9

1,2

1,0

1,1

1,9

1,4

2,0

1,2

1,3

1,3

3,8

4,7

3,8

10,4

15,6

7,5

14

17

32

36

35

39

80

67

-

-

7,5

3,9

12,9

13,2

15,3

Source: EUROSTAT, 2007
ANNEXE 2: Indicators of education, R&D and inovation at regional level
Indicatori/Regiuni
NE
Students per 10000 of
population (number) (2005)
211.46
Tertiary graduates per 10000 of
population (number)(2005)
34.65
Tertiary graduates per 10000 of
population (number of female)
(2005)
21.18
Ratio of students to teacher
(2005)
19.09
Population with tertiary
education in total employment
(%)(2005)
9.4
Employees from R&D activity
per 10000 civil employed (2005) 29.3
Total expenditure from R&D
59932
activity (thou PPS)
(2005)
Total expenditure from R&D
industry’s activity (thou PPS) (%
from total of turnover) (2002)
0.07
Number of entreprises with
innovation activity (2002)
607
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179.53
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299.48
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29.73
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52.56
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19.75

35.60

30.60
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87.18
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32.12
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22.93

10.4

8.9

11.1

13.2

10.7

12.1

30.2

18.5

32.4

30

22.2

23.5

24

207.6

38995

123112

41306

48429

81625

48781

643746

0.07

0.37

0.08

0.08

0.04

0.13

0.13

395

391

247

291

440

764

848

Source: National Instituie of Statistics, Romanian Statistical Yearbook, 2006, NDP, 2007-2013.
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Abstract. The past decade was earmarked by a two dimensional further integration
of the UE: firstly, the two waves of enlargement, officially extending the integration process
to 12 New Member States and secondly, by the determination to further the deeper
integration in sectors like telecommunications, energy and postal services all throughout the
27 MS. The paper offers an economic approach of the liberalization process in postal
services, with advantages and disadvantages of deepening market integration. We discuss
here possible issues related to regulating this networking industry regarding efficiency and
the social impact of such reforms. The changes are not deriving only from the political will
to enhance the full benefit of greater competition in this sector, but also from the impact that
new, advanced technologies in processing and exchanging information have in three areas
where postal services operate: communication, advertising and transportation. We then
briefly analyze the main developments of the liberalization process in postal services for
Romania and draw a number of final remarks.
Key words: European integration; liberalization; postal services; USO; networking
industries.
REL Codes: 20Z, 17E, 7D

Introduction
The past decade was earmarked by a two dimensional further integration of the UE:
firstly, the two waves of enlargement, officially extending the integration process to 12 New
Member States and secondly, by the determination to further the deeper integration in
sectors like telecommunications, energy and postal services all throughout the 27 MS.
Waiting for a third Postal Services Directive to be adopted in 2008, the theme of the posal
sector liberalization is a very actual issue of debate among economists. The paper aims at
offering an economic approach of the liberalization process in postal services, with
advantages and disadvantages of deepening market integration. We discuss here possible
issues related to regulating this networking industry regarding efficiency and the social
impact of such reforms. The changes are not deriving only from the political will to enhance
the full benefit of greater competition in this sector, but also from the impact that new,
advanced technologies in processing and exchanging information have in three areas where
postal services operate: communication, advertising and transportation.
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The paper is structured in the logic of understanding the dynamics of this strategic
sector, with specificities that derive both from the nature of services provided, but also from
the sensitivities of the dilemma public vs. private and the economic efficiency in delivering
a service of general economic interest. After a short overview on the sector we will see what
the main pillars of liberalization for this sector are and why was liberalization a necessary
step in deepening the European integration, a project that we are now part of. Once this issue
is clear, we will briefly summarize the history of liberalization in Europe on three main
coordinates: chronological, jurisprudence and legal acts, making comparisons between
countries and other players involved. In the last part of the study we tackle the dynamics of
liberalization in Romania a conclude on a number of issues for the very near future.
I. General overview on the postal sector as a strategic sector
Both from social and territorial reasons, the postal sector is a central element for
ensuring the social cohesion. Moreover, the communication infrastructure are vital for a
normal, smoother functioning of the economy as a whole. Postal sector is an important
sector, marked by significant economies of sale for the economy as a system. In 2000, total
revenue from postal services in the EU were summing up to approx. €85 billion, which
added to almost 1% of EU GDP. It is far from negligible if we also count the number of
employers for this sector, some estimating it to 1.7 million people. More than 4 million job
in the UE could be directly related or induced by activities in the postal sector.
The strategic placement of postal services in the sector derives from a number of
characteristics that we discuss below.
Postal services are an atypical networking industry firstly because, unlike in the
telecommunications, energy and transport, their delivery does not depend on a fixed, statical
network. Is there a case for the natural monopoly in the postal services? By definition, a
natural monopoly arises when the market exhibits important economies of scale and the
advantage of reduced production costs at market level. Postal services are provided via a
human resource networking, as estimations at European level shows that more than 80% of
the costs are salaries.
The past three decades, as a consequence of the introduction of new technologies
and communication services, the demand for classical postal services has a tendency to fall.
Other services, especially the one based on information technology exhibit a tendency of
diversification and partially compete with the classical postal services but partially change
them in terms of quality and consumer service.
This strategic place of postal services in the market and the specificities of this
sector leads to a number of consequences of crucial importance for the regulatory agencies.
From these issues, we name only a few:
– low capacity with access problems to the network;
– huge costs with labor force for the providers (see the role of automation in
sorting and IT) ;
– a considerable resistance from unions in this sector (see the exemple of strikes
in France).
The postal services are represented by 5 distinct operations: clearance, sorting of
ingoing and outgoing mail, transport and final delivery of postal items. All these apply to
very different services like: addressed letter mail, direct mail, express/courier, parcels,
distribution of newspaper and periodicals, distribution of unaddressed advertising materials.
The operators in this market are represented by two main categories: the USPs: former
postal state monopolies (incumbents) subject to universal service obligations (USOs) and the
CPOs: global integrators (DHL, Federal Express, UPS and TNT ) and small and medium
size enterprises.
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II. Liberalization – the reason
Before liberalization, most providers of postal services were state monopolies,
publicly owned and very well protected on basis of the existence of the natural monopoly.
Duet o high barriers to entry, each national market was characterized by the absence of
competition pressure, which also brought the big disadvantage of high levels of Xinefficiencies (see Pelkmans, 2003).
In a nutshell, prices were either too high (translate non-competitive) or artificially
maintained low (using subsidies). Hence, tariffs were not cost-based and consumers were
unsatisfied by the low quality of services. Moreover, the standards of quality for the postal
sector were varying considerably among the Member States and many times, the lack of
interoperability deriving from differences in technical standards would cause problems to
the different operators.
The first rationale of liberalization is to be found in the very completion of the
Internal Market at European level. The internal market is an overriding objective in the
Treaties of the EEC and the EU. It is the liberalization needed for the completion of this
internal market and not liberalization for the sake of it. As long as the lack of
interoperability leads to market fragmentation and many times the differences in the quality
of supplied services lead to the distortion of competition, there is a strong need that requires
action in other key sectors, such as the infrastructure. The liberalization for the deepening of
market integration should bring benefits on both micro and macroeconomic levels. On a
microeconomic level, higher competition pressure would leed to better allocation of
resources which, in turn, would push prices down and lead to a better quality of services.
Another effect would be due to the reduction of X-inefficiencies with positive effects on
producers and would lastly be benefit consumers. Beyond purely market considerations,
liberalization is expected to lead to macroeconomic positive effects like increases in
productivity, creation of new jobs, better workplaces and overall increase in competitiveness
for the countries involved. A significant part of economic activity is closely related to the
communication services and depends on the volume and quality of its distribution. Finally,
the hoped for benefit is the increased economic growth, a concern for many countries in EU
which have long time registered stagnation or very low rates of growth.
Art. 16 and Art. 86 of the CEE/UE Treaties give particular importance to the postal
sector. Art. 16 underlines the central role of services of general economic interest for the
economic competitiveness and social cohesion. Art. 82 (former 86) states that the rules of
fair competition apply to all undertakings. This articles has been the basis for liberalization
in networking industries in EU.
At policy goals level, the Union aims at the following for the postal sector:
an equilibrium between the economic requirements of the internal market and
the general service nature of postal services;
gradual but controlled opening of the sectors;
“progressive” approach on the postal liberalization;
general and overall improving the quality of these services.
III. Short history of liberalization in the EU
Postal services liberalization started at the beginning of the 1990’s, relatively late in
EU as compared to other sectors like telecommunications. The start was given by the 1992
Green Paper on the competition of the internal market for services. In 1996, the EC
Communication on the application of competition rules to postal services opens the official
path towards the adoption of legal acts paving the way to liberalization. The jurisprudence in
the field is relatively recent and not very rich. The main rulings that gave clear signals for
market opening were the Corbeau case (1993), when a clear distinction was made between
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universal service and the value-added service, Deutsche Post AG (2000) and Traco SpA
(2001) where necessity of ensuring financial viability of the USPs was established.
Two legal acts regarding gradual liberalization of postal services were adopted until
now, the Directves of 1997 and of 2002. At present, the third Directive is on the table, due to
be adopted in early 2008. The postal services Directive of 1997 (97/67/EC) made a first step
towards the opening for competition of a number of postal services including parcels
delivery and express services but was limited in its scope with no competition for letters of
under 50 g. The Directive of 2002 (2002/39/EC) was adopted because the existing operators
had the right to keep the monopoly on the so-called “reserved areas” – which represented
more than 70% of mailings throughout the UE and around 60% of total revenue from postal
services, on basis of keeping their role of USPs.
The main issues were, as expected, a strong resistance to any further liberalization
from the unions that feared massive redundancies, the difficulty to define the universal
obligation for postal services, the difficult separation between reserved and non-reserved
areas and especially the issue of ensuring financial viability for the USPs.
The postal services directive 97/67/CE was the first step towards liberalization
which:
–
gives a definition of the postal service at European level;
–
established a maximum limit for services inside the scope of reserved areas;
–
aims at gradually and controlled opening the market for competition;
–
established common standards for the quality of services;
–
sets principles for pricing and requires transparency for accounting and
auditing for operators;
–
encourages the harmonization of technical standards (see the CEN and
Technical Committee 331);
–
provides for the separation of production and the regulation functions by the
creation of regulatory independent national authorities.
The definition of the universal service covers three main aspects:
– minimum facilities for the clearance, sorting, transport and distribution of postal items
up to 2 kg, parcels up to 10 kg and services for registered ensured items;
– one clearance, one delivery for every house of every natural or legal person
each working day no less than 5 days a week;
– continuity and regularity.
The reserved areas for postal services are instituted. The scope of liberalization does not
apply to all postal services. That is, any item under 350g remains reserved for the USP if
consumers do not pay at least 5 times than the regulated price in the fastest standard category.
Under the given conditions, financial provisions were a necessity for the granting and
ensuring the universal right. The Directive foresees the possibility to establish a compensatory
fund when the universal obligation would endanger the financial viability of the USPs. Moreover,
the principles of respecting accounting transparency was set as a means to ensure clear and correct
estimation of costs (for a discussion on the link between cost estimation and the efficiency to
providing the universal service and the efficiency of the natural monopoly see the Ramsey pricing
vs. cost estimation distortions in Shermann, 2006, pp. 432)
Although the scope of the directive was reduced, it had a positive impact in the
markets, being generally implemented by the MS. As a consequence, markets for parcels
and express mail are characterized by fierce competition, which led to an increased service
quality, greater efficiency, higher profitability and increased innovation in this sector.
Another trend in the postal services following the implementation of the 97 Directive was
the corporatisaion of the USPs. The operators adopted new strategies centered on cost –
efficiency, profitability, diversification and expansion. To give only two examples, TPG
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(Netherlands) bought TNT (Australia), Jet Services (FRA), Technologistica (ITA), and later
the same TPG built alliances with Swiss Post, China State Post and Kintetsu World Express
while a second example refers to Deutsche Post who bought the express parcels DHL
International, Danzas, Ducros, Securicor and Air Express International (the first air freight
operator in the US).
Although limited in scope, with an effect on only 2%-3% of the total market for
postal services, the Directive of 1997 has made an important step towards liberalization.
The big gap remaied the reserved areas.
The postal Directive of 2002 was going further than the previous act by reducing
the weight/price limits for reserved areas (50g/2.5times), the principles of cost transparency
by the USPs and the interdiction of the cross-subsidization. (see UPS vs. Deutsche Post
AG). These changes have led to two kinds of reactions. On one side, the players that felt the
directive is not going further enough with the opening of the markets, and on the other side
the ones that were fearing the directive would lead to the dismantling of the USPs and,
hence, to massive job losses and threats over the universal service.
In the past, just like in present, the EP through its Opinion was asking for a much
more gradual liberalization (150g/4 times vs. 50g/2.5 times in the EC proposal) and the
postponement of a further opening (31/12/04 instead 31/12/02 for the transposition of the
directive and the revision in 2008). The October 2001 Compromise established the reduction
of limit for reserved prices in two steps (100g/3 times by 01/01/03 and after that 50g/2.5 by
01/01/06) for the opening of approx. 25% of the market, as well as the necessity of further
studies on the effects of full liberalization on the universal service for the confirmation of
full liberalization by 2009.
On the 18th of Oct. 2006, the new Commissioner for Internal Market, Charlie
McGreevy, reaffirmed the Commission intention to eliminate the barriers towards the
completion of a common market for postal services and the abolition of reserved areas by
2009, a date already suggested by the former Directives of 1997 and 2002. This
confirmation led to the proposal of the third Postal Directive. In spite the fact that the
liberalization of the postal sector started 15 years ago, the Member States are still divided on
the planning, plans that need approval by both the Council and the EP. Just like in the case
of the famous Bolkestein Directive, adopted at the end of last year, there are fears that,
again, the Parliament will succeed in rendering the Directive empty of its main core – that is
offering the consumers and the companies ready to adopt competition the so long waited
benefits from liberalization sooner.
IV. The developments of the postal services liberalization in Romania
The Romanian National Authority for Regulation in Communications and IT /
ANRCTI, is the agency that applies national policy in postal sector. Its aim ist o ensure the
protection of consumers, stimulate investment and promote competition, set as a prior
objective in the context of postal services liberalization for Romania. In the ANRCTI report
on 2006 it is shown that, through its relulations, the Agency has encouraged the
intensification of sectoral competition, leading to a number of 238 suppliers in 2006 as
compared to only 67 at the end of 2002, the year of its creation. From the data contained in
the same report we notice a number of trends which are of particular significance for the
liberalization process of postal serives in Romania:
– there is tendency of increasing number of suppliers of postal services, from 190
at end of 2005 to 238 at the end of 2006, which is an increase of approx. 25%
lower increase than the one between 2004 and 2005, which was almost 38%.;
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–

almost. 60% from the authorized suppliers (238) in the past year have
succeeded to actively offer services in this market, in comparison with almost
70% in the previous year of 2005;
– although between 2004-2006 in the market were authorized new100 operators,
the increase in the number of the active suppliers was substantial only in 20042005 (21%) whereas between 2005-2006 there was a very small increase (of
only 5%);
– overall, the postal services industry has continues the pace of its growth, with
relatively constant increase in traffic (17,49% between 2004 - 2005, and
17,62% between 2005 - 2006);
– the domestic traffic growth rate was similar for the two periods of time discussed
(around 17%) ; moreover, roughly 96% from the deliveries were letters;
– as expected, there was a continuous increase in the international traffic, with a
rate of 6 times more sendings abroad than receivals from abroad in the country
(2.014.513 compared to 309.075);
– the traffic of postal services out the reserved area – where a single supplier was
granted all rights – the Romanian Post National Company – is comparable to
the traffic outside the reserved area where other operators were active;
– the traffic inside the reserved area of the USO increased by 8% in 2006 in spite
of the fact that at the beginning of the year, the weight limit for the exclusive
right was reduced from 100g to 50 g.
In the framework of gradual liberalization of the postal services, we may conclude
that in 2006, Romania registered an increase in the active number of postal services
suppliers, which led to an increased competition, increased possibility of choice between
offers, diversification and a high range of services with value added to the basic postal
services. However, 60% of the market remained under the USOs and reserved areas. For this
basic services, it is impossible to make, based on the given data, a clear analysis on the
qualitative aspects of the basic postal services.
V. Final remarks
The most recent evolutions regarding liberalization of the postal services sector are
to be tracked during this year. ON 11th of July 2007, the EP adoped a compromise
agreement in the first reading of the plenary meeting. Following this compromise, on the 1st
Oct. 2007 the Council for Transport, Telecommunications and Energy reached a political
agreement on the Directive and on the 8th of Nov. 2007 the common position was formally
adopted. We now expect that on the 30th of Jan. 2008 would endorse the proposal during a
second voting. The final form of the Directive will reflect both the will of MS and the
MEPs but the implementation will be a result of the way in which each country will
understand its approach towards fulfilling its obligations and the final goal of this service:
that is to offer its consumers the right and the chance to better quality, diversified postal
services at competitive prices.
One could easily distinguish between two different groups of interest in the issue of
postal liberalization. O none side are the so called „northern countries” or the „forerunners”
of the liberalization of postal services: Sweden, Finland, UK – countries where postal
services are fully liberalized – and Germany and the Netherlands – where full opening of the
market is due for 2008. At the opposite pole is the so called „ southern group”, with
countries like France, Italy, Spain, Greece, Belgium, Hungary and Poland.
The compromise in the European Parliament from 2007 is a result of the
interactions and influences of pressure groups that include other categories – from
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consumers and companies (USPs or private operators) to representatives of the unions and
other interest groups. This compromise consists mainly in :
delaying the full liberalization to 1st of January 2011 or even 2013 for:
– some New Member States;
– Countries with “particularly difficult topography given islands“- Greece;
– Countries with “low density population and a limitation of geographical
area " :Luxembourg
the existence of a ‘reciprocity clause' which foresees that national monopolies that still
benefit from reserved areas would not compete the operators in fully liberalized countries.
On the 1st of October, the Council voted the compromise and Estonia, Bulgaria and
Slovenia would not need this delay.
In the Romanian postal sector, 2006 was marked by an increase in the number of
active suppliers of postal services, which led to higher competition but only to a reduced
market share. The positive effects reflect in the possibility of users to choose between more
offers, a more diverse range of services compared to basic postal services. We do not have a
clear image of what will be the Romanian position on the compromise reached by the EP
and the Council. It remains an open question if the national authorities would prefer to keep
the reserved areas for a longer time – till 2013 instead of 2011 or would adopt a more rapid
pace towards full liberalization. In this context, we ask the question whether or not the
specificities of the postal sector are justifying such a gradual and slow approach towards
liberalization.
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Abstract. European expansion had represented and represents one of the most
important challenges of the European Union, since its estabilishment.
The Romanian labour force market had suffered profound changes in the last years.
This had confronted with serious problems which had had and has like principal causes: the
inefficient structure of the economic activities, low standard of leaving, small incomes and
short life expectation in relation with developed countries.
The labour force market, through the human factor, plays a decisive role in the
assurance of economic and productivity increase on long–term. This fact conducts to the
creation of an efficient production process which is meant to produce competitive goods
which can face the requirements from the EU market.
Key words: labor market; employment; sustainable development.
REL Codes: 12G,12I
Employment represented one of the main objectives of the economic and social
policy, which has been given special attehtion in the majority of countries both during crises
and reconstruction, reform and development.
Maintaing a higer level of employment came to represent both a goal and a
responsibility with governmental activity. The economic mentality has supplied theories and
analyses over high unemployment, as well as methods to overcome it. Therefore, Keynes
claimed that unemployment is an evil that could be prevented by creating policies that could
ensure full employment.
Following the introduction of a new title in the Treaty of Amsterdam, regarding
emplyment, on the ocasion of the Luxemburg summit, on November 1997, a meeting which
was exclusively dedicated to employment, the European Employment Strategy was
forwarded. This analysis emphasized the necessity to reevaluate the SEO, with the purpose
of anchoring it to the objective set in Lisbon for 2010 (Strategic objective: the EU should
become the most dynamic and competitive economic environment based on knowledge of
the world – global objectives: reaching an average of the general rate of employment of 70%
and an average of the women rate of employment of 60%), including a durable economic
growth, a larger number of quality jobs and better social cohesion. Hence, starting 2003,
grounds of the European Employment Strategy were set at a European level.
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During the years past, the achievements of the labour market inside EU have clearly
improved due to the development of over 10 million new jobs after 1997 (six million only
for women), the number of unemployed people decreased by four million, while active
population continued increasing. Assesments confirm the structural feature of these
achievements by cutting unemployment in its structural level; an example of economic
growth based on the enhancement of employment and fast adaptability to the labour market
from the social-economic point of view.
Neverthless, it is difficult to say how much of the performance progress in the field
of employment may be due to the EES and to the economic growth. Thus, employment
policies and public services of employment have been reshaped in order to support an active
and preventive approach:
– in some members states the tax and aid system was adapted according to the
application of these principles;
– the educational and professional training systems gradually adapt to the labour
market requirements;
– there was progress in the process of modernizing labour organization, precisely
through flexible agreements and other agreements concerning the number of
working hours;
– the main target concerning gender equality was generalized by approaching the
issue of equal chances between men and women;
– the new models such as life-long learning and job quality have been considered
as political priorities.
The open method of coordination in the Luxemburg process has proven its value by
supporting partnership and the new labour methods at a European level. Generally the strategy has
created a change expressing national policy, focusing on employment management.
Despite the recorded progress, there still are enough problems to be solved, which
must take into consideration the following:
– the demographic tendencies;
– downsizing of the labour force;
– the regional differences of performance;
– the on-going social and economic downsizing;
– Globalization and the EU enlargement process.
The essence of the labour market reform is to replace the system dominated by the
state with a new one where the free market determines the level of employment and
payment. However it is not enough to break all restrictions that weigh over salaries and
labour mobility, as we need the support given by the economic infrastructure of the market
economy.
Newly EU integrated countries must conceive a series of policies which are meant
to support the process of reaching the objective, on a short term, which should focus on
political and fiscal survival and on activities that are essential for obtaining reform success.
On a medium term, the objectives must be conceived in order to obtain some effects that
will affect the market economy and will relate to building the infrastructure.
Passive policies are mainly designed to supply income to the unemployed, including
unemployment benefits and their social assistance.
Active policies are conceived in order to cut unemployment, by a series of measures
that are meant to improve the main function of the labour market, to correlate and to
efficiently match of the demand with the supply which should lead to new jobs, to support
the process of labour force training, retraining and professional reorientation.
The two types of policies are in a direct, tight relation, thus being replaceable with
one another to a certain extent.
The reform of the unemployment benefit system and passive payments “activation”
represent important measures within the social-economic policy, especially in the countries
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that have passed through a high level of unemployment for longer periods of time. This
situation of adopting passive policy measures, has, on the one side, distorting effects at the
level of the labour market, and, on the other side, negatively affects its budget. The cases of
Belgium, France, Greece, Ireland, Holland, Spain, Denmark and the UK stand as examples
for this situation. All these countries spend almost twice more on applying measures of
passive policy on the labour market, rather than those of active policy.
As the expenses involving the passive policy measures may contribute to high
unemployment, compared to the active policies that tend to decrease it, most national
governments´ position within the EU focus on a policy that reduces budget expenses, which
constitutes one of the single European currency shift criteria.
The analysis of the EU countries unemployment situation has shown that there are
three methods to follow so as to achieve a higher degree of employment, thus contributing to
cutting present unemployment level:
a. the first method refers to the attempt to create new jobs within the official
market economy, while taking into account that we need a level of output that
is higher than labour productivity;
b. the second method helps us increase the employment level within the unofficial
market economy, which can actually absorb a small part of the unemployed;
c. the third method works for redirecting employment by decreasing the average
number of working hours or by redistributing multiple position jobs to the
unemployed people, by considering the employment level according to the
number of employees.
Active policy measures may be classified into three types of programs that include:
– public services that are interested in employment;
– the programs that involve professional training and qualification;
– the plans designed to create new jobs.
The public agencies of employment focus on long-term unemployed people should
be one of the main active policy objectives, more precisely those which promote
employment through this method. In fact, with most EU countries, professional training
programs have a considerably higher percentage, within public expenses, than public
services programs of employment with respect to both the young and the elder. The great
importance this type of active policy is given comes from the fact that they are required to
correct some mistakes recorded on the labour market, such as credit restrictions and
“poaching” practiced with recruiting already qualified labour force, which lead to
insufficient offers of qualified staff and to constraining demand for such qualification.
Many countries have introduced an active policy measure, mostly in the public sector,
that involves programs of direct job creation. Drawing up this type of programs was motivated by
concern towards fast growing unemployment on a long term. On the other hand, people who take
part at such programs, as “The Community Programme” applied in the UK, “The Programme of
employment by solidarity contract” applied in France, may have particular reasons, such as filling
spare time with an activity of some kind, rising up spirits, making people feel useful at the level of
their community. The low status of work that is seen at the level of project application makes the
programs look bad in the eyes of the employees.
The tendency is to quicksilver the active and passive policy objectives, with the
purpose of increasing force and achieving institutional reform, but they lack success because
of the labour market that keeps its stand-by status. This suggests that the policies applied on
the labour market, more precisely the active ones, have a potential impact that depends on
the macro-economic environment. Benefits will be high where these policies enable the
process of labour market development. Hence, they will prove inefficient if there is an
obstacle in the process of increasing employability. Thus, in the context that in the last two
decade the economic development registered a lower level, the tendency that shows in the
labour markets of the developed countries, of reducing the efficiency of these policies and
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their limited impact upon the diminishing of the unemployment level, is not surprising. That
is why, it is estimated that they do not represent a type of policies destined to replace the
macroeconomic and structural ones in the struggle with unemployment, but only an
instrument with the help of which the production of new work places and the increasing of
production can be stimulated.
The policies that hint to the labour market are of service to an important function of
redistribution, they aim towards the most disadvantaged groups on the labour market,
helping them to maintain themselves in contact with the labour market and in a way, to
improve the employment perspectives. That is why these policies are appreciated mostly for
their economic and social function utility.
The increasing of the employment rates concerning the contacts with the objectives from
Lisbon represents the central objective of the SEO Strategy. This increase will be a condition not
only of reduction of unemployment but also of economic increase and social model support. The
challenge that is now SEO confronting with- to contribute to the strategic goal of the Union
transformation in the most competitive economy based on knowledge until 2010 – will be to
promote more and better working places and at the same time more productive. The promotion of
work quality, the reduction of disparity regarding the access on the labour market turns into a
problem of efficiency of the policies concerning employment.
Romanian society, strongly marked of the disappearance of traditional markets of
raw material and products, after 1990, had been forced to proceed to liquidation of the
centralized production structures which do not agree anymore in terms of performances with
the request of the market economy. At the same time the dynamics of social phenomenon of
the transition period, towards a free market of labour force, generated unemployment and
then its recrudescence, which expressed mostly in the strong industrialized regions, with
“mammoth” enterprises. The private ownership and reorganizationof economy have
influenced the labour market considerably, establishing massive mass dismissing and the
appearance of unemployment. The economy involutions have restricted the employment of
the labour force possibilities, the active population number, respectively the activity and
employment rate reduced and unemployment became chronic.
As a result of the decrease of the population activity rate there has been noted an
increase of the economic task that returns to an employed person, expressed in an economic
addiction report, calculated as a proportion between the number of unemployed that relate to
1000 employed.
The measures of macroeconomic policy that have been undertaken, according to
the national strategy of economic development on medium term, have stopped the economic
decline that started in 1997 and have assured a GDP increase, in the conditions of the
improving of the investment process and of the export.
However, the improved process hadn´t had the wished for consistency, what
established the persistency of some macroeconomic lack of balance reflected in the
structural evolution of some indicators and most of all in the evolution of the efficiency at
macroeconomic level.
Although unemployment is generated by elements with a favorable influence for the
development and functionality of market economy, the existence of this phenomenon has a
lot of economic, social and politic unfavorable consequences.
In our country, the phenomenon is regarded as being catastrophic. This can be
explained by the population mentality towards this social phenomenon, which otherwise
feeds from the reality sources: the chronic degradation of the labour market, the lack of any
real social protection.
However serious this society disease may be unemployment must be viewed as a
reality beyond which we can not pass with superficiality. It is a problem of a society in
transition. The state must occupy a primordial place in its solutioning. The state has the task
to re-equilibration the balance between the request and the offer on the labour market, it has
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to bring out the reorganization of economy, to elaborate efficient employment of the labour
force policies, to create the adequate institutional and legislative background.
In conclusion, the transition to a market economy strongly influenced the
occupational level of the population in regard to volume and structure and as a result the
labour market changed. Institutional reform such as law 76/2002 opened the road to a
strategic system of protection of the labour force in regard to unemployment, living
conditions and the adaptation of the labour force to the demands of the marketplace.
This policy strives to encurage people to leave the failing branches of the marketpace and
migrate to the thriving ones and to specialize in areas in demand in the marketplace. The main
targets of this policies are avoiding long term unemployement and provinding financial support
for vulnerable population and also mantaing the trust of the public.
In the context of the EU integration, Romania has many difficulties in regards to the
labour market. The adoption of European values also means a process of evaluation of the
future of the Romanian marketplace. In regards to this subject we would like to stress the
following issues:
– general issues (stopping the demographic decline, raising employment levels,
adoption of an economic strategy based upon an increase of general levels of
employment);
– specific issues as to the targets established at Lisbon (In effect the Romanian
marketplace strays from the targets of the performing European marketplaces);
– strategic issues regarding the structural development (the need of a new
structure of employment based upon an increase of productivity and
effectiveness of labour force).
Romania’s integration in the EU forced a reevaluation of the actual performance, in
various areas including the labour force. The adoption of European values determines the
actual implementation of the necessary measures in order to attain the goals.
The development of certain projects or policies at a local, regional or national level
must take into account the targets set in the EU strategies and also specific national
circumstances. Employment is vital for social integration. Employment strategies must
facilitate the access of the people who are able to work to quality workplaces. Social and
economic cohesion must be encouraged by reducing the disparities between various regions
and by addressing the underemployment issue in underdeveloped regions. The process of
social and economic rehabilitation of underdeveloped regions must receive strong support.
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Abstract. The purpose of the article is to identify, through a retrospective analysis,
the main trends of the labour market and starting from this point to outline directions of
action which aim at matching supply and demand on this specific market in Romania. In this
context, labour market in Romania is analysed starting with the labour force-population
ratio. Figures show that our country’s population is in a continuous and slow decreasing
process beginning with 1990, due to a decrease in birth rate and especially because the
extern migration. The relationship between the evolution of the number of employees and
that of unemployment is also analysed, emphasizing the fact that although unemployment
has had a downward trend, it is increasing for women and low qualified persons.
Unemployment rate in Romania reached values between 8.4 and 6.6 percent in 2000-2006,
under the EU-27 average which oscillated between 9 and 7.9 percent in the same period.
Finally, the paper presents the perspectives of the labour market in Romania as a new
European Union member, outlining the importance of institutional capacities development,
of sustainable occupation and development, of continuous formation, as well as the
importance of maintaining the biologic potential of the labour resources and minimal
standards in formation.
Key words: population; occupation; labour resources; labour supply; labour
demand.
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For the study of the mechanisms and the policy of aligning the labour supply and
demand, we need to solve some conceptual problems referring to the labour market, a
market with certain characteristics, because on this market you can find the labour which is
the most important production factor in the development process.
The analysis of the labour marked is usually realised both as a closed system which
provides the adjustment of the supply and demand through specific mechanisms, and also as
an open system which is interconnected with all the other economic and social subsystems,
which express the total number of actions and processes which interact for the occupation of
the labour force. As a consequence, the labour market will always imply the existence of
some specific reports between the carriers of the labour supply and demand. And these refer
to the existence of a system of social values and norms which relies on the adjustment of the
labour supply and demand and the price formation for labour.
The labour market reflects the reciprocal connections between the demographic
realities, which determine the labour supply and the economic and social development
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which generate the labour demand. That is why, the labour market presupposes a permanent
negotiation between the carriers of supply and demand so that the demand could be adjusted
to the supply under the aspect of quantity but also under the aspect of quality and structure.
The labour market was formed and functioned in relation with the determining role
of the labour in the economic and social development, being an imperfect competitive
market. In the contemporary era although the labour market has mostly kept the attributes of
a free market, we have to mention also the fact that the processes of occupying and using the
labour force are adjusted also through some other mechanisms by companies, regional or
local organizations and politic power.
Another characteristic of the labour market is the intervention of state in three
ways: as an economic operator, as a constitutive element of the functioning mechanism of
the economy and as an arbiter in the supply-demand regulation. The intervention of state on
the labour market is realised through economic or extra-economic means so that either the
labour supply or the demand could be sustained and social protection of the categories
which are temporarily out of the labour market, should be assured.
If we consider labour market in this context, it combines market mechanisms
(liberty) with intervention and correction mechanisms of the negative effects (restrictions)
and customs (traditions).
The contractual character of the labour market is another characteristic of this
market. As a consequence, the relationship between economic operators which act on the
labour market as carriers of the supply and demand, have evolved from confrontation and
conflict to cooperation, participation and social concentration.
In this context, the institution of the collective negotiation was imposed on the
labour market as a basis for the organisation, regulation and the progress of the labour
relations at any level: company, sector, branch, at a regional or a national level.
Because on labour market we find people in two different hypostasis, it results that
their psycho-social characteristics connected with the particularities of other markets with
give the labour market both sensibility but also fragility. Because of these, the labour market
will collect and amplify the dysfunctions of the other markets because it is conditioned by
their equilibrium.
The analysis of the supply-demand ratio on labour market has to have as a starting
point the population and its demographic characteristics.
The population of our country is in a continuous and slow process of decrease from
the beginning of the 90’s. This fact is also due to the natural growth which is also decreasing
especially because of the low birth rate, and on the other hand because of the external
migration especially in the EU countries (table 1).
Romanian population on genders, environments and age groups between 2000-2005
Table 1
- number of people Indices
2000
2001
2002
Total population, on
22435205 22408303 21794793
1 July, of which:
masculine
10968854 10949490 10642538
feminine
11466351 11458903 11152255
urban
12244598 12243748 11608735
rural
10190607 10164645 10186058
Age
0-14 years old
4098080
3985623
3779298
15-64 years old 15351612 15368667 14954484
65 and over
2985513
3054103
3061011
Source: Romanian Statistical Yearbook INS, 2006.

2003
21733556

2004
21673328

2005
21623849

2005/ 2000
96.38

10606245
11127311
11600157
10133399

10571606
11101722
11895598
9777730

10543518
11080331
11879897
9743952

96.12
96.63
97.02
95.62

3632680
14993094
3107782

3500149
15024274
3148905

3372705
15059698
3191446

82.30
98.1
106.9

Data of this table point out the following:
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in the period 2000-2005 the Romanian population has reduced with 3,62%
(811356 persons) especially because of the negative natural growth (figure 1);
in the same period the EU-27 population grew with 1.64% (8.709.883
persons). As a consequence the share of the Romanian population in the EU-27
population has reduced from 4.453% in 2000 to 4.412% in 2005. According to
the Eurostat predictions, the population of our country will reach 20.3 million
people in 2020 and 17.5 million people in 2050;
the feminine population is preponderant and its share from the total amount of
the population grew from 51.1% in 2000 to 51.2% in 2005;
in 2005, 54.9% from the population of the country lived in urban environment,
as compared to 50.6% at the end of the 80’s. The population growth from the
urban environment hides the important changes which happen at the level of
the internal migration between the rural and the urban environments and which
has also experiences opposed tendencies. So, at the end of the 90’s we
witnessed a strong migration from the rural to the urban environment and then
in the middle of the 90’s we saw this flux of migration reversed because of the
deterioration of the economic situation which determined a high number of
people from town to move in the country side and to practice agriculture as a
means of subsistence;
at the same time we witness a strong, demographic ageing process (figure 2),
the share of population over 65 grew from 13.3 in 2000 to 14.8% in 2005 while
the share of population between 0-14 years old has reduced from 18.3% to
15.65 in the same period. We meet the same phenomenon also at EU27 level
where the share of the population over 65 grew in the analysed period from
15.6% to 16.6% and the population between 0-14 years old was reduced from
17.2% in 2000 to 16,2% from the total of the population in 2005 (figure 2).
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Figure 1 Evolution of the birth rate, death rate and of natural growth
in Romania between 2000-2005
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Figure 2. The evolution of the structure of population on age groups
in Romania and EU-27 between 2000-2005

From an economic point of view the total population has a major contribution in
order to determine the size and structure of the labour force; when talking about the total
population in the analysis of the labour market, the following categories are of great interest:
active population, employed population and number of ILO unemployed.
So, in Romania the active population has diminished in the period 2000-2005 with
1432 thousand persons(12.7%) as it is also shown in the table 2.
The participation of the population to the labour force in Romania between 2000-2005
Table 2
- thousand of persons Indices
Active population

Employed population

ILOUnemployed

Activity rate

94

Years
Total
Urban
Rural
Masculine
Feminine
Total
Urban
Rural
Masculine
Feminine
Total
Urban
Rural
Masculine
Feminine
Total
Urban

2000

2001

2002

2003

2004

11283
5348
5935
6089
5194
10508
4756
5752
5633
4875
775
592
183
456
319

11151
5279
5872
5995
5156
10440
4732
5708
5581
4859
711
547
164
414
297

10079
5188
4891
5525
4554
9234
4607
4627
5031
4203
845
581
264
494
351

9915
5151
4764
5465
4450
9223
4662
4561
5057
4166
692
489
203
408
284

9957
5423
4534
5471
4486
9158
4906
4252
4980
4178
799
517
282
491
308

68.8
62.8

67.7
61.7

63.6
60.5

62.4
59.7

2005

9851
5361
4490
5431
4420
9147
4889
4258
5011
4136
704
472
232
420
284
- percentage 63.2
62.4
61.8
60.3
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Rural
Masculine
Feminine
Total
Urban
Rural
Masculine
Feminine
Total

Employment rate

ILO Unemployment
rate

76.7
75.7
62.1
63.6
55.8
73.8
69.5
57.8
6.9

Urban
11.1
Rural
3.1
Masculine
7.5
Feminine
6.1
Source: Romanian Statistical Yearbook. INS, 2006.
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75.6
74.1
61.3
62.9
55.2
73.1
68.5
57.3
6.4

67.8
70.7
56.7
58.0
53.7
63.7
64.1
52.0
8.4

66.0
69.6
55.3
57.8
54.0
62.9
64.1
51.5
7.0

65.1
70.2
56.2
57.9
55.9
60.6
63.6
52.1
8.0

65.3
69.5
55.3
57.7
55.0
61.6
63.9
51.5
7.2

10.4
2.8
6.9
5.8

11.2
5.4
8.9
7.7

9.5
4.3
7.5
6.4

9.5
6.2
9.0
6.9

8.8
5.2
7.7
6.4

The employed population has reduced with 1361 thousand persons and the number
of the unemployed with 71 thousand persons.
It is important the fact that the reduction of the active population was mainly
produced in the rural environment (1445 thousand persons) while the active population from
the urban environment grew with 13 thousand persons. The reduction of the active
population was produced mainly among the feminine population. (774thousand persons) –
54.1 % from the total.
As a consequence the activity rate (the percentage report between the active
population and the total population) was reduced with 68.8% in 2000 and 62.4% in 2005.
The employment rate was reduced with 5,9% especially in the rural environment,
where the employment rate went down from 73.8% in 2000 to 61.6% in 2005.
The unemployment rate had an oscillating tendency and in the period 2002-2005 it
was reduced from 8.45 to 7.2% this fact being also because of the economic growth from
this period.
Figure .3 presents the evolution of the employed population on branches of activity.
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Figure 3. Evolution of the population on branches of activity in Romania between 2000-2005
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Looking at figure 3, we can notice the continuous reduction of the employed
population share from agriculture from 41.55 in 2000 to 31.9 in 2005 although agriculture
has played an amortization role by absorbing the jobs losses from the rest of the branches.
A good thing is the growth of the employed population share in services from
31.2% to 39.15 and in constructions from 4.1% to 5.5% in 2005 towards 2000.
The analysis of the employment rate raises two important problems: the first is
related to the high employment share in agriculture with a higher percentage 7 times higher
than EU average (4.5%) and the second is related to the low level of the employed
population in services towards the registered EU level – 39.1% in Romania and 66% in EU.
The employment rate of the population between 15-64 was in 2000 62.2% in EU27
and grew in 2006 to 64,4%, while in Romania it went down from 63.8% to 58.8%. The
employment rate of the masculine population grew at EU27 level, in the analysed period
from 70.85 to 71.6% while in our country it has reduced from 68.6% to 64.6%. In what the
occupation rate of the feminine population is concerned, it went down in Romania from
57.5% in 2000 to 53% in 2006 while at the EU27 level it grew from 53.7% to 57.2%.
The employment rate of the elder population between 55-64 grew in EU27, in the
period 2000-2006 from 36.9% to 43.5% while in our country it has reduced from 49.55 to
41.7%. In our country the reduction of the employment rate of the population between 55-64
was registered especially among the feminine population (de la 43.8% in 2000 to 34.5% in
2006), while among the masculine population the reduction was of 6% (from 56% to 50%).
These phenomena were manifested in the context in which the occupation rate of the
masculine population between 55-64 years old has increased at EU27 level with 5,5% (from
47.1% to 52.6%) and of the feminine population with 7.4% (from 27.4% to 34.8%) in the
period 2000-2006.
The evolution of labour resources in Romania was in the last decade under the
impact of some demographic and social phenomena, as it follows:
• the acceleration of the fertility reduction and keeping the mortality rate at a
high level;
• the growth of the emigration;
• the reduction of the quality of the medical services and sanitary assistance.
Because of the reduction of the employment rate of the population and also as a
consequence of the massive retirements, a growth of the economic tasks for each employed
person was registered, expressed by the economic dependence ratio calculated as a report
between the number of the unemployment persons (inactive and unemployed) to 100
employed persons (table 3).
Evolution of the economic dependence report
Table 3
- unemployed persons / 1000 employed persons 2000
2001
2002
2003
2004
2005
Dependence report

1135

1146

1360

1357

1366

1368

Source: Own calculations related to the Romanian Statistical Yearbook, INS.
The rate between the masculine employed population and the feminine employed
population grew from 116/100 in 2000 to 121/100 in 2005.
Labour resources have evolved in the period 2000-2005 as presented in table 4.
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Evolution of the Romanian labour resources between 2000-2005
Table 4
- thousand of persons Years
Indices
Labour resources – total of
which:
•
masculine
•
feminine
The share of the labour
resources in the total
population (%)
The share of the labour
resources in the total
masculine population (%)
The share of the labour
resources in the total feminine
population (%)

2000

2001

2002

13358.4

13615.5

13342.6

6771.7
6586.7

6688.2
6727.3

59.5

2003

2004

2005

13544

13701.9

13816.9

6755.9
6586.7

6857.7
6686.3

6951.6
6750.3

7098.8
6718.1

60.7

61.1

62.2

63.1

63.8

61.7

61.00

63.4

64.5

65.6

67.2

57.4

58.7

59.0

60.0

60.7

60.5

Source: INS- TEMPO Data Online and own calculations.
Data from the table 4 point out the continuous growth of the labour resources in the
period 2000-2005, on the one hand, as well as the growth of their share in the total of the
population which demonstrates the existence of a sufficient labour supply for the Romanian
economy. Beside this, the occupation rate of the labour resources has continually reduced
from 64% in 2000 to 60.7% in 2005.
This tendency was manifested more strikingly in the case of the feminine labour
resources (the reduction of the rate from 63.55 to 59%) and this thing is also clearly shown
in the figure 4.
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Figure 4. Evolution of occupation rate in Romania in between 2000-2005

In the analysis of the supply-demand report on the Romanian labour market, it is
very important to take into consideration the evolution of the number of employees and that
is because of the vicious circle in which it was after 1990:
• reduced productivity → reduced incomes (both for the employers and
employees) → reduced saving and accumulation rate → low incomes from the
state budget → reduced investments both in the technological field and in the
development of the human resources capital→ reduction of labour productivity and
growth of unregistered work → development of the informal sector of the economy.
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There are still many undeclared “employees” who are outside the formal labour
market and are not protected by labour agreements and moreover they tend to loose every
day the chances to enter the formal labour market which can provide them a “decent job” or
a decent income. This category of persons is presently and also in the future inclined to
poverty, because it will not be able to benefit from a pension or other rights. The average
number of the Romanian employees in the period 2000-2005 (table 5) went down with 64
thousand persons (1.4%) especially because of the reduction of the number of workers
which went down with 239 thousand persons (8.3%).
Average number of employees according to national economic activities
in Romania in the period 2000-2005
Table 5
- mii persoane Activities
2000
2001
2002
Total number of
4623
4619
4568
employees, of which:
Workers
2874
2894
2810
Agriculture, hunting,
199
191
162
sylviculture and fishing
Industry
1873
1901
1891
Constructions
316
309
300
Services and other
2235
2218
2215
activities of the national
economy
Source: INS- TEMPO on-line data and own calculations.

2003
4591

2004
4469

2005
4559

2005/2000 (%)
98.6

2734
155

2668
145

2635
147

91.7
73.9

1848
325
2263

1741
323
2260

1672
348
2392

89.3
110.1
107.0

Parallel to the reduction of the average number of the employees on the whole, we
also assisted to the growth of the average number of the employees from the private integral
sector +710 thousand persons (+34.5%), as one can see from the figure.5.
5000
mii

4623

4619

4568

4591

4469

4500

The average number of
employees - total
The average number of
employees from the private
integral sector

4000
3500
3000
2500

4559

2372
2055

2543

2554

2765

2261

2000
1500
1000
500
0
2000

2001

2002

2003

2004

2005

Figure 5. Evolution of average number of employees in Romania between 2000-2005

The reduction of the total number of employees was due also to the reduction of the
number of employees from industry (-201 thousand of persons -10.7%) and from agriculture (-52
thousand persons -26.1%), which was too little subsidized by the growth registered in
constructions (+32 thousand persons -10.1%) and in services (+157 thousand of persons -7.1%).
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As a consequence of the imbalances of the labour market (where the labour force
supply is superior to the demand) and from the goods and services market (where the
production is inferior to the demand), the phenomenon of the unemployment appears.
The estimation of unemployment in Romania and in other European countries is
made with the help of two indices that are the unemployment according to ILO and the
registered unemployment.
The evolution of the unemployed workers according to ILO and of the
unemployment rate ILO was presented in table no.3. There are some differences between the
index related to the ILO unemployment rate and the registered unemployment rate. The
differences between this two series of data show that there are persons which are registered
at the same time as unemployed worked at the employment agencies and they also work
outside the legal framework.
The number of registered unemployed was reduced in the period 2000-2006 with
546,6 thousand persons (table 6) -54.3%, and this fact led to the reduction of the
unemployment rate from 10,5% in 2000 to 5.25 in 2006 (table 6 and figure 6).
Evolution of registered number of employees in Romania between 2000-2006
Table 6
- thousand of persons Categories
2000
2001
2002
2003
2004
2005
2006
Total, of which:
1007.1 826.9 760.6 658.9 557.9 523.0 460.5
masculine
535.5 445.8 421.1 372.6 323.3 303.8 269.0
feminine
471.6 381.1 339.5 286.3 234.6 219.2 191.5
Graduates of the
725.9 599.1 584.5 494.9 420.2 418.4 369.8
primary, gymnasium
and professional
education, of which:
masculine
417.2 351.5 343.3 296.2 261.2 257.2 228.5
feminine
308.7 247.6 241.2 198.7 159.0 161.2 141.3
Graduates of the
248.8 199.7 152.1 136.2 109.0
84.8
73.2
secondary and postsecondary school, of
which:
masculine
103.3
81.2
67.2
64.0
49.8
38.1
33.2
feminine
145.5 118.5
84.9
72.2
59.2
46.7
40.0
Graduates of the high
32.4
28.1
24.0
27.8
28.6
19.7
17.5
academic education, of
which:
masculine
15.0
13.0
10.5
12.4
12.2
8.4
7.4
feminine
17.4
15.1
13.5
15.4
16.4
11.3
10.1
Source: calculated according to the INS-TEMPO on-line data.
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Figure 6. Evolution of unemployment rate on genders in Romania between 2000-2006

The data from table no.6 point out that in the analysed period the share of
unemployed workers with a low education grew (graduates of the primary, gymnasium and
professional education) from 72.15 in 2000 to 80.3% in 2006.
The share of the unemployed workers with an average education (graduates of the
secondary and post-secondary education) was reduced from 24.7% in 2000 to 15.9% in 2006
while the share of the unemployed workers with high education (graduates of the high
academic education) easily grew from 3.2% in 2000 to 3.8% in 2006, and that was a
consequence of the high number of graduates.
According to the macroeconomic predictions made by the National Commission
for Prognosis the Romanian GDP will register an average growth of 5.75-6% in the period
2007-2013.
The functioning status of the labour market is reflected through the dynamic of the
total population, of the employed population and of the number of employees. The
demographic sources of the quantitative growth of the labour force will be limited and the
total population of the country will be reduced with almost 0.4% yearly. There will be
important modifications in the age structure of the population, which will be characterized
by the continuation of the demographic ageing process, the growth of the period of active
age by prolonging the retirement age to 60 years old for women and 65 years old for men
which shall lead to a major growth of the activity rate.
The evolution of the employment will be influenced especially by the foreign
investments flux which will generate new jobs but also by the expansion of the small and
middle-sized enterprises which is going to contribute positively to the growth of the
employment rate especially under the aspect of the non-wage labour.
Despite of a relatively high economic growth, the labour market will remain
problematic especially because of the age and profession structure of the unemployed
workers, structure which is not identical with the demands from economy.
As a consequence of some wise employment policies it is expected that the inactive
population to be reduced with almost 500 thousand persons in the period 2006-2013.
Although the inactivity degree will be reduced the ratio of those people who do not
like to work will remain high.
Because most of the inactive population is composed of persons from different
professional environments, it is estimated that in the future (in 2013) around 200 jobs will be
occupied by different categories of active population be they from outside the labour age

100

Theoretical and Applied Economics. Supplement

101

category, be it from the exterior.
The supply of the labour force will be strongly influenced by the external migrating
movement and the temporary movement.
The structural changes from the economy affected in a positive or negative way the
structure of the employed population on branches of activity.
As a consequence of the structural changes from economy, expected especially in
constructions and services, it is estimated that the employed population fromt his sectors
could reach 49% (in services) and 10,8% (in constructions) from the total of the employed
population (compared to 39.15 and 5.5% in 2005).
In the future it is estimated the growth of the activity rate of the older labour force
from 67,5% in 2013 as compared to 62,45 in 2005. At the same tine the occupation rate of
the older labour force is estimated to reach 63.2% in 2013 as compared to 57,7% in 2005.
Because of the ascending trend of Gross Added Value (GAV) from services and
constructions it is expected a growth in number of employees in these sectors and as a
consequence a growth in the total number of employees with 2,85 in 2013 as compared to 2005.
As a consequence of the economic, demographic and politic evolutions which are
going to be implemented, we consider necessary the following directions of action for the
growth of the occupation degree of the labour force:
the continuation of the economic growth sustained through the development of
the SMEs and the capitalization of the development potential in some fields as
for example the tourism, the technology of the information and so on, where
the economic share is comparatively reduced than the potential;
fighting against the “illegal work” without any legal forms and the initiation of
some measures of tax policy which should reduce the cost of the jobs and
should stimulate the employers to respect the legislation from this field;
the substantial growth of the incomes from work after a better correlation of
active policies of occupation and income growth policies (a bigger growth rate
of the minimum gross income on country, the reduction of the poverty);
efficient measures in order to fight and prevent the unemployment especially
for the young population (15-24 years old) with the purpose of the employment
rate growth for this population category;
special programmes for the persons which are confronted with integration
difficulties on the labour market (people with rroma origin, young people from
placement centres);
adapting the system of initial and continuous formation and the medium and
long-term tendencies of the employment world in a society based on
knowledge and the usage of the new IT technologies.
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Abstract. The performance and the competitiveness of an organization depends
greatly on the contents and quality of the human resources management. In the developed
countries this has earned the status of a primary field of preoccupations and scientific
effervescence.
This paper has as main purpose the presentation of a personal opinion regarding
the evolution of the labor force within the organization in Romania, namely the business
firm, mostly affected by this phenomenon: the labor force migration. Having a human
resources management, adequate to this new tendency in Romania: emigration and
immigration may be an alternative solution to this tendency.
Romania and the entire Europe face the migration of both qualified and unqualified
labor force on the background of the demographic factor.
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The performance and the competitiveness of an organization depend greatly on the
contents and quality of the human resources management. In the developed countries this
has earned the status of a primary field of preoccupations and scientific effervescence.
This paper has as main paper the presentation of a personal opinion regarding the
evolution of the labor force within the organization in Romania, namely the business firm,
mostly affected by this phenomenon: the labor force migration. Having a human resources
management, adequate to this new tendency in Romania: emigration and immigration may
be an alternative solution to this tendency. Romania and the entire Europe face the migration
of both qualified and unqualified labor force on the background of the demographic factor.
The national publications of the last years have approached the demographic
problem faced by our country and Europe, emphasizing some statistic data:
“The number of the old people over 80 will increase by 180% in the following 45
years”. In 2050, the experts estimate that the Romanian men will live, on average, 10 years
longer, and the women 7 years longer. Simultaneously, in most of the European countries,
the population will decrease. The specialists predict that one of the most dramatic decreases
will be registered in Romania: in the present level of the birth rate is maintained, there will
be less than 16 million inhabitants in 2050.
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“A third of the Europeans are over 60 years old”. For the last 60 years, the number
of Europeans over 60 years has increased. On the contrary, there is a significant decrease of
the number of births in the entire Europe. Between 1950 and 1955 there were over 12 million
births a year while between 2000 and 2005 there were only 7.3 million. Consequently, until 2050,
about a third of the European population will be over 60 years old. The number of those over 80 years
old is expected to increase by about 180%, accordingly to the UNO statistics. The demographic
changes are different from one country to another. In countries like Germany, Spain and Italy
dramatic decreases of the population are expected, while in France and Great Britain will have more
inhabitants until 2050. For our country, the experts in demography have more possible scenarios
regarding the evolution of the population in the next 45 years. All depends on how the birth rate will
increase, and also on what the level of mortality, of internal and external migration will be. After
1992, migration, the natural decrease of population also intervened, completed by the parallel growth
of the general mortality. Since 2003 birth rate has started to grow slightly, according to the specialists’
opinions. The straightening of birth rate will diminish the demographic decline, but this is impossible
to stop. The specialists estimate that in Romania the retirement age should be extended, while the
young people should be encouraged to stay in the country.
The national and international press stated that the European Union as well has been
facing the same genre of demographic problems. In 2003, the natural growth of population
was only 0.04% per year and all the new member states, except Malta and Cyprus, faced a
decrease of population. Although many aspects regarding the demographic changes are
exclusively the matter of the Union members, the European Commission has launched a
brainstorming campaign at the community level by publishing the Green Card. This is meant
to find some solutions, including through the Lisbon Strategy, whose target is the creation of
more and of a better quality jobs. Nevertheless, in sectors such as family, health, education,
migration, or the free circulation of persons, there are certain social policies which, in the
experts’ opinion, must be clarified and improved. Immigration, another matter brought into
discussion in the Commission’s report, may bring temporary improvements, but on a long
term it may generate major problems on the working market, in the social insurance and tax
systems. Although the European Union is planning to maintain the national characteristics of
the member states, it is very important for each of these to have flexible policies regarding
the social insurance system, the equivalence of studies and qualifications for the immigrants.
On the background of such phenomena, Romania as well is facing the illegal
immigration. It is estimated that in 2005, 1700 foreign citizens were discovered trying to
tress pass the border, either to stay in Romania or to transit the Romanian territory. Thus,
1300 tried to enter illegally in Romania and 400 tried to leave the national territory,
according to the report of the Ministry of Administration and Internal Affairs.
On the background of the Romanian population’s emigration in the European space,
an alternative solution for the companies in Romania is the use of the foreign labor force on
our territory.
Presently, about 100 000 Romanians are working in constructions abroad. One of the
solutions may be the use of the foreign labor force on the territory of our country. The members of the
Constructors’ Social House suggested a few possible solutions for the maintenance of control and the
regulation of the flows of foreign workers in constructions working in Romania. One of these would
be a tight collaboration between the organizations in the field of constructions and the Labor Force
Migration Office for the contingency of the flows of migrant workers in Romania. At the same time,
the development of partnerships and the closing of bilateral agreements between the Romanian unions
and those in the countries where the foreign workers come from, on the existing models, represent a
positive point regarding the mentioned matter. Other points would be the joining in unions of the
foreigners working in constructions in Romania, the development of partnerships, the closing of
bilateral agreements between the Romanian private employment organizations and those from the
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origin countries of the foreign workers. These are a part of the solutions suggested as alternatives to
the exodus of the Romanian qualified and unqualified labor force.
The members of the Constructors’ Social House noticed the poor qualification of
workers in our country. The statistics show that: “among the workers legally employed in
the field in constructions in Romania, about 7% are not qualified, and many of the qualified
ones are old. The young people do not choose this field any more because it is poorly paid
and the working conditions on the local sites are far from appropriate”, explained the vicepresident. According to a study of the National Research Institute in the field of Work and
Social Protection, in the sector of constructions, more than 70% of the questioned employees
have never attended an instruction form during the whole period of their activity.
Taking into consideration the above mentioned data, the change and management
of this process within the business firm in Romania is essential.
Using the immigrant labor force in the context of the Romanian organizational
culture, the performance management, the career management are some of the suggested
alternatives in the future PhD thesis “Research in the Degree of Preparation of the
Organizations in Romania regarding the Maintaining of the Qualified and Unqualified Labor
Force in the Context of the European Union’s Extension”, on the background of the salary
discrepancies decrease between Romania and the other European countries. Taking into
account the possibility that in the future the local firms could use immigrant labor force,
they should adapt the working style.
The employee should be encouraged to orientate him/herself and conduct his own
carrier plan. The immediate result of this aspect is the development of the employees’
responsibility in an organization and the improvement of their performance. The usage of
some adequate methods of evaluating the employees’ performance represents the guarantee
that the organizations’ employees reach ‘the desired destination’, meaning the desire point
of their carrier.
On the grounds of powerful changes in the organizational and cultural environment
there will be many organizations unprepared to deal with these. Alwin Toffler suggests three
elements that should be taken into consideration in order to diminish the effects of the
future’s shock: the employees must learn “how to study”, “how to chose”, “how to
correlate”. All these elements should be correlated in a carrier management program
including the executive level employee.
Having answers to questions such as “Do you know your subordinates? Do you
know their wishes and aspirations?” can make the difference among organizations. As
Aristotle stated, “the man is nothing in himself/herself but an infinite chance, but he/she is
infinitely responsible for this chance”, we people, are directly responsible for the chances
that may occur to us. Having a performance and carrier management implemented within
the organization is the method through which the managing staff ensures that they have
employees prepared ‘to exploit all chances’ within a well-designed organizational culture.
Plato stated ‘Get to know yourself and you will get to know the Gods and the entire
Universe’. I consider that the two processes: the performance management and the carrier
management are a method through which an organization can know its employees in order to keep
them in its own firm. The better the organization understands the importance of the processes and
it applies them, the more it becomes aware of the benefits it may get from their correct
implementation. An approach of the connection between the performance management and the
carrier is necessary in the context in which, at the level of the performing employee, one can not
talk about a carrier, even less about a performance management.
People make the difference among the companies. But how many companies know
what motivates their people, which are the explanation for their employees’ behavior, which
are the reasons for not leaving the company, except for the material aspect?
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I consider the approach of the two processes in an organization, in the context of
the salary discrepancy diminishing between Romania and the European Union, to be the first
step in the communication process between the management. Being asked to what extend
the communicative people are superior to the introvert ones, Aristotle answered ‘To the
same extend that the living are superior to the dead!’ From the perspective of the historical
evolution, the European Space started to take shape in the 7th and 8th centuries. In time, the
European continent has become a public space, then a European Union, and today, one can
even talk about a great European State. Why state?
Because the objectives, the measures applied until now, as well as the projects of
the European Union prove that this is no longer an economic community, as it used to be at
the beginning of its creation but a community of values, rights and obligations.
The European Union has taken over many of the traditional state’s protection
functions offering better guarantees than those given by the traditional state. If, in the latter’s
case, legitimacy was assured by its national character in the European Union’s case,
legitimacy is given by the very political will manifested by the countries which adhered to
the Union. The Amsterdam Treaty (signed in 1997 and enforced in 1999) adds to the
provisions of the previous one, the common administration of 17 fields, among which, the
field of the human resources and of the jobs.
Some of the important objectives of the European Union are tightening the
relationships among the European peoples and creating a climate of peace and unity,
obtaining the economic-social progress through a common action, by creating a common
and cohesive internal market. In this context, the organizations must organize themselves in
such a way so that it permits the employees to evolve in an international competitive
environment where competence should be a central factor in developing a careeer.
The human resources management will be the one that makes the difference: a
management oriented towards the development of the execution employee, the assurance of
an environment proper to the development of certain competences but also the opportunity
of their application in an organizational culture centered on the needs of all employees,
being either at the supervising or the execution level. If in the past the performing employee
used to be seen as a simple instrument based on which the organization would increase its
profit, today, in the context of the European Union integration, I consider that at this level it
is no longer possible without a performance and carrier management. The framework
offered by the organization should be a stimulating one, where the performing employee
might have a feeling of belonging and perceive the business as his/her own. This is possible
on the background of his/her identification with the organization. The specialists of the
organization have the mission of identifying to what extent the employees feel the
company’s mission and values, what carrier means to them within the organization, which
are their needs of development over short and long term.
The conception of a stimulating training program, adapted to the competences
identified by the organization’s specialists, may influence one employee’s decision of
leaving the organization.
These are only a few elements that might influence the decision of the best
performing employees and not only, to remain within the Romanian firm in the favor o those
in the European space which offer such perspectives to their employees.
Knowing the strategies applied by other companies in the European Union with
respect to the human resources management can help the Romanian companies set their
strategies in human resources so that they could make the difference in keeping the best
employees within the organization.
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Each organization has its own life, a certain organizational zeal, a certain rhythm
where the employees find their place (identify themselves with the organization) or search
other ways of fulfilling themselves as people.
There is a set of factors that can influence the organizational zeal and depending on
which an organization is differentiated from another, for instance the applied managerial
style. The closer the managers get to their employees, set tangible objectives for them,
explain why these have to be achieved and what the importance of their accomplishment is,
the more the employees will chose the organization on a long term in order to remain within
it and their performance will be as expected. How they can be achieved (in what ways, with
what techniques and procedures) is up to the employees.
The more the employees prove their interest, the bigger the organizational zeal will
be, the less the danger will be for the organization to lose the best employees in the favor of
the other companies in the European Union.
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Abstract. For the ex-communist countries, agitated for so long with issues
concerning the transition from the centralized economy to the market economy, the
introduction of the private pension system seems to be the only viable solution for the
moment, both at the macroeconomic level (the reform of the labor market and the reduction
of financial pressure on the state budget) and at the microeconomic level (diversification of
fringes for employees, the guarantee of a pension). Based on a system introduced in Chile in
1980, the chosen model for the centralized pension systems was introduced in the newly
members of EU, such as Hungary, Poland, Bulgaria, Czech Republic and Romania. On
European level, there has not been introduced any Directive that would level the pension
systems, offering thus the possibility to the member states to implement the model that would
be appropriate for the existing national requirements. Nowadays, in Romania, for a market
of 3.5 million people for which the state cannot guarantee a certain pension, the 2nd pillar of
compulsory private pension, accompanied by the 3rd pillar of facultative private pension,
was identified as a financing alternative in the labor market.
Key words: multi-pillar, pension, benefits
REL Codes: 11C, 12F, 14C

For quite some time now, the humanity is passing through a terrible demographic
crisis. The continuous declining rate of birth rate, combined with the increase of life
expectancy on the global level, due to medical advances, makes that the number of active
people that is paying social contributions to be lower and lower as compared to the retired
people, which are growing as number, in the present public system of pensions. In such
conditions, the system invented by Otto von Bismarck in the 19th century is irremediable
targeting the collapse phase.
The problem of the national public pension systems is aggravating by the day, in
more countries around the world. The pay-as-you-go pension systems, based only on the
solidarity of the generations, are faced with tougher problems. The origins of these problems
are in the demographic evolution and tendencies concerning population aging, reduction of
life rate, increase of the average life period, inflation, higher and higher costs required by
post-active period, early retirement, increase of the life quality and, not the last, the
reduction of the dependency rate (decrease of the payers’ number together with the increase
of the retired persons).
Such situations are present in the majority of the countries. If we are referring only
to European Union, the demographic changes will adapt the entire economy and society.
The resulted tendencies from the reduction of birth rate, the increase of the average life and
of the life expectancy, as well as the aging of the “baby-boom” generation contributes to the
aging phenomenon of the population. In the same group of countries it is estimated that
between 2005-2020, the population structure on age intervals will be changed dramatically.
Thus, the persons aged more than 65 years will be over 30% in 2050, compared to 17% in
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the present, while the weight of the population aged 24 will be reduced from 30% to 23%
(See The European Commission ‘s magazine on employment and social affairs, Social
Agenda, A Europe of all Ages, May 2005). This process will be similar in many other
countries, Japan and South Korea being the first in this top.
The financial resources of the pension funds differ substantially from country to
country, taking into consideration the national legislation, as well as the economic and social
situation of each. In the majority of countries , the main source of resources is the
contribution of the hired persons that are collected in a central fund from which almost
immediately the pensions needed by retired persons are being paid. Thus, it is all about a
redistribution of the revenues, a principle which represents the basis of PAYG system.
Taking into consideration the significant problems of insufficient funds collected for the
pensions, many countries took the initiative of reforming their national pension funds, such
that the responsibility for the revenues from post-active period to belong to the employee
and employer, and not to the state.
Together with these measures, in parallel, it was taken the decision of increasing the age
needed for retiring from active duty, the decrease of the benefits offered by the state and the
transfer to private administration, under strict supervision. Other solutions that are already being
applied especially in developed countries consist in retirement in steps, meaning passing from a
normal, active life to a reduced and flexible program for a certain period of time and then, finally,
to a total retired life, so that the dimension of the active population to be still large. This will help
for two reasons: first, the respective persons do not become from revenue producers – consumers
of social insurance budgets, but, continue to produce, contributing for the insurance budget, even
though in a smaller portion. The encouragement of increasing birth rate, the big efforts for
professional formation, the increase in the flexibility of labor force and the reduction of
unemployment represent other forms of measures to be taken. The increase in the birth rate
implies supplementary necessities at the family level that must be covered by an adequate social
policy, such as: support for taking care of the baby, total or partial payment of the nurseries, parttime program for both parents up to a certain age of the child. Besides these, the encouragement of
immigration creates the possibility of future contributions, but brings also other complex problems
with which the receiving countries must cope, such as integrating these persons in the society.
A new system of pension funds
The main purpose of a pension fund is to help the population to create a leveling of
the financial resources during the life of a person. This can be done through the transfer of a
certain part of resources from the active period to the post-active period.
The reform of the pension funds, initiated by the Chile in 1980, under the
supervision of the professor Jose Pinera, constitutes even today the exponential model of
privatization in the area of pensions. Following this reform, a direct and controllable ratio
was established between the paid contributions by the employees during their active life and
the pensions received during the retirement period.: the pension depends on how much is
being saved, and not by Government decisions. This way, the employees became investors
in this system.
The transfer to reform is first of all a political decision, which is being based on
long term as well as on elements with economic and social feature. The reforms represent a
hard to achieve and implement process, as the main problem is the financing of the deficit
created by passing from PAYG system – based on redistribution of revenues to the new
system based on investments and savings.
The World Bank proved constant concern for the definition of an efficient system,
supporting a reform model, based on 3 pillars, in which the liability of the third mentioned
parties is mingled: 1st Pillar – represents the state pension and has the scope of covering a
minim level of revenues needed for living, sometimes independent of the contribution period
– it is compulsory; 2nd Pillar – implies the private administration of a part of the paid
contribution by the employer and employee(in some countries, this is called occupational
pension fund) – it is compulsory; 3rd Pillar- represents a supplementary, optional pension
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created from the employee’s contribution and whose scope is to increase the revenues as
pension. The 2nd and 3rd Pillars imply the private administration of the pension funds.
As compared to the radical reform implemented in Chile, which meant the
privatization of the all the pensions and the erase of the state in the pension insurance, the
model developed by World Bank tries to maintain an equilibrium between the intention of
keeping the control of the state over the pensions and the necessity to relieve the public
budgets from the burden they carry.
In reality, each country creates and/or adjusts its own pension system, in function of
the specific situation, approached from different angles: demographic evolutions and
perspectives, economic and financial situation, fiscal system and others. In order to record
success, it is necessary a systematic, unitary approach of the entire reform process.
For the pension funds, the macroeconomic stability may reside on government assurance
of a constant and healthy economic growth, as such financial organizations are rather sensible to
inflation changes. On the other hand, a stable economy insures the administrator a high degree of
returns, a control of the performances. Moreover, the economic growth implies the increase of the
revenues of the persons contributing to the pension funds. Once there is more money in the payers’
pockets, there will be more money in their pension accounts. And last, but not the least, the
economic growth on the long run may have as effect the increase in the trust of the participants to
pension reform, an important issue.
The adherence to the European Union creates the premises of an economic stability
on the long run of Romania, and the effects on the pension system cannot be less that
perfect. According to the Economist Intelligence Unit Report on 2006, the forecast on the
evolution of Gross Domestic Product in nominal terms in Romania indicates an increase
from 113,5 billion USD, in 2006, to 165,2 billion USD, in 2010. With an forecasted
inflation rate of 4,5% in 2007, our country may end up in 2010-2011 reaching the average of
EU, in terms of this ration, average which is situated around 2 - 2,5%. In th same time,
according to the statistics of National Commission of Forecast, the average gross salary is
established to increase, during 2006 - 2010, with almost 40%, de la 1130 RON to 1670
RON. For compulsory private pensions, the increase in the revenues of the population means
implicitly an opportunity to increase the contributions to this system in more accelerated
pace than 0,5%/ year, as the legal draft proposed, where as the facultative pensions would
benefit from an increase of the participation rate for this pillar. The good news concerning
the financial stability are coming also from the area of foreign investments. Even if they will
record lower levels in the following years, as compared to 2006, the same report of
Economist Intelligence Unit forecasts, for the period 2007 - 2010, a total contribution of
foreign investments in Romania of approximately of 22 billion EUR. With an annual
average of approximately 5%, our country might record the same level as the countries that
entered EU in 2004.
Legal provisions in pension funds
Some countries developed the legislation and implemented a system different from
PAYG, for example Chile, Poland, Czech Republic, Hungary, Bulgaria etc. Others consider
the necessity of reforming the pension system using the available model or using other
models, such as South Korea, Thailand, New Zeeland, Turkey, Slovakia, Romania. Based on
the experience of the countries that passed to this new system, the following features may be
highlighted:
–
The level of the state pension may be kept at a minim level;
–
It is necessary to draw an initial legislative framework, even though it will be
modified; for example, in Poland, the law regulating the 2nd Pillar pensions
suffered approximately 230 modifications;
–
The reforms may be implemented gradually, such that the financing shock
may be reduced to minimum, finding alternative financing sources(
privatization amounts, internal or external loans);
–
The passing from "defined benefit" (DB) system through which well defined
amounts are being promised for the retirement period, to "defined
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contribution" (DC) system, through which the level of contribution is being
established, without guaranteeing the installments paid; the Holland model
represents a form of DB model, whereas the Poland model is a form of DC
model;
–
The creation of encouraging conditions for stimulating the savings through
fiscal regulations (for the compulsory and optional saving);
–
The necessity of regulation to ensure transparency, supervisory, control,
safety, efficiency: clear regulations for the consumer protection,
responsibilities for funds administrators, financial protection of the client.
As notable successes concerning the private pension funds, we may mention
countries as Holland and Scandinavian countries, that has as basis element a variety of
policies based on maximum reduction of unemployment, an equilibrium of the revenues
distribution and a substantial economic performance together with an increase of the
minimum salaries.
Nobody denies the utility of the two laws governing the activity of private pensions
– Law no. 204/2006 concerning the facultative pensions and Government Ordinance no.
50/2005 concerning the founding, the organization and the activity of the Supervisory
Commission of Private Pensions System. The same goes for the necessity of the
modifications due for the law of compulsory pension system. There are some refrains
whereas the content of these regulations is concerned.
Past experience in Central and Eastern Europe
Private pensions exists all over European Union, but the Western countries do not
face problems as serious as the countries that followed the model of the World Bank. This is
caused by the fact that in West, the citizens did not benefit from the transfer of a part of the
social contribution from the state budget to the private funds, but they paid in excess, as
savings. Owners and syndicates are choosing, or even found, administration companies for
the private funds. This made them more careful in following the conditions stipulating the
administration of those funds. At macroeconomic level, the contributions to private pension
funds did not affect the state budget of the countries.
In hungary and Poland, the first two countries in Europe that introduced a systeme
of private administered pensions, similar to the one that is to be introduced in Romania, the
experiment went bad. In Central Europe, the employee pays nothing in plus. The state
transfers a part of the money that should have gone to the public fund to the private funds,
which, of course, creates a budgetary deficit.
Hungary was the first country in the region that introduced the 2nd pillar, of the
compulsory private pension in 1998, after 1994, when an individual voluntary saving
scheme had been implemented as 3rd pillar. In 2006, a fourth pillar was launched, consisting
in individual savings accounts, whose capital might be invested in sophisticated and
diversified financial instruments. At the end of 2006, the 18 compulsory private pension
funds had 5.9 billion EUR assets and 2.6 million clients.
The governments explained the necessity of pension privatization, as the population is
aging and over the time, the number of active persons will be smaller than the retired persons. As
the public pension system is intended to split among retired persons the amounts collected during
one year from employees, the governments consider that the only way to maintain the purchasing
power of the retired persons in the future is the private pension. The aging of population will affect
also the private pension system. As the number of employees becomes smaller than the retired
persons, the effects will be felt at the level of the economy. It is true that the private pensions will
allow the employees to have a profit from the economic growth. But they also imply large risks, as
the tools of a private pension fund are riskier – the stocks are more volatile. The private pensions
from Central Europe are a special topic, as the mode adopted in the pension reform – the World
Bank’s model – has serious problems.
The first problem is that one of sexual discrimination. “in Poland private system,
for example, women earn as pension with 25% less than men, on average. The difference is
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based on four factors: in the case of women, the life expectancy is higher, the salary lower,
the retirement age smaller, and the legal leave for children is not contribution period.
The second problem is the profit obtained by the payers to the private administered
funds. In Hungary, many of those that applied for the private system want to return to the
public system as they are not satisfied by the rate of return for the money deposited. In
central European countries, the investment of the contributions is difficult due to the low
development of the capital market. The administration companies are investing the money
intro state titles, more secure, but with a low return. Moreover, the administration fees are
decreasing the real value of money and not increase it, as it was hoped for.
In six years from the introduction of the system, in Hungary, the return rate was
negative, -3.4%. Moreover, the introduction of private pensions in Hungary and Poland
generated deficits of the state budgets much larger than the ones estimated and for longer
periods. Taking into consideration the return of the funds and the budgetary deficit, in
Hungary we can talk about the bankruptcy of the compulsory private pension system. There
are at least two reasons for the low return of the investments: the savings wer invested in
state titles and not stocks, as the financial marked was not developed. The investment in
state titles is safer but with a low return. Secondly, the private funds are paying enormous
amount to the administrators. In Hungary, according to World Bank, the administration costs
include 50% of the employees’ savings for a management period of 30 years. The taxes may
seem small, but a small percentage may erode the deposit over the years. For example, a tax
of 1% per year on a deposit can reduce it with almost 20% during a lifetime.
The pension reform was implemented in Poland in 1999, when both the compulsory
and the facultative private pensions were introduced. Moreover, the public pension system
was reformed, such that a direct and strict ratio between the paid contributions and the
cashed in pension was established. A forth pillar was created in 2004, similar to savings in
unit-linked life insurance. At the end of 2006, the assed of the 15 compulsory private
pension funs reached 30 billion EUR and 12.4 million participants.
Bulgaria introduced the facultative private pensions (3rd Pillar) in 1995. In 2002, the
2nd Pillar was introduced too, the compulsory private pensions. Also, in 2006, the Bulgarian
authorities decided to found a reserve fund, that will insure the financial stability of the
public pension system. This fund is to be financed from privatization processes, as well as
the redirection of 50% of any surplus of the state budget. From January 1 2007, the 4th Pillar
was founded, based on individual voluntary accumulations. Last year, the 2nd Pillar funds
were 8 and had 523 million EUR assets and 2.4 million participants.
In the present, the number of contributors to the public pension system is
approximately 4.5 million persons out of which, about 3 million will contribute in the
private mandatory system. The experience of other countries that have implemented this
multi-pillar system shows that a large number of persons that had the possibility, but not the
obligation to adhere to a private pension fund (between 35 and 45 years), have chosen to
adhere. For instance, in Poland, that has joined the European Union in 2004, approximately
90% of employees in this situation adhered to a private pension fund.
The calculation basis, withdrawal and payment due dates of contributions to private
pension funds, are the same as for the contributions established in the public system. In the
beginning of the collection activity (September 17th 2007), the contribution quota is of 2%
of the calculation basis, following that, in 8 years from this date, the contribution quota will
increase to 6% in 2016, with an annual increase of 0.5 percentage points, beginning with
January 1st of each year. No extra-payment will by done by the insured; out of the 9.5% of
the calculation basis, currently due to social insurance contributions, 2% will go to a private
pension fund.
At present, on the Romanian market there are 17 private administered pension
funds that are trying to present an attractive offer – only one fund has a high return, doubled
by a high risk. The subscription period is of 6 months, after which the eligible persons (the
persons less than 35 years) will be automatically distributed to a pension fund.
Consequences
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The consequences of an equilibrated pension system will be noticed both at
macroeconomic and microeconomic level. The main effects are the following: elimination
of fiscal pressure on the social contribution budget; stimulation of economic growth by
investing the accumulated amounts in the economy, creation of new jobs; reduction of
unemployment; increase on the capital markets – the assets are increasing and supporting the
implementation of bigger and long term projects at macroeconomic level. No matter the
reform model that will be adopted, it is very important to have an adequate fiscal treatment
that will allow long term fiscal feasibility, paid stimulus for the payers and short term
balance equilibrium. Experts in this field consider that the best system is the one in which
taxation is being done during pension payment period, while the contributions are tax
exempt. Of course, the approach for 2nd and 3rd Pillars is totally different. In the case of the
latter, there can be fixed deductions from the global income , so that the persons with high
incomes will not be favored. In parallel, it is very useful also the encouragement of the
private savings, such as life insurance or any other forms of savings.
In the same time, the pessimistic experiences from Hungary and Poland can
represent a basis for the Romanian pension system. The high returns recorded in Chile will
not be achieved in our country. But, behind the legal jungle and the lacking provisions, as
the active population is supporting financially the retired population, the multi-pillar system
is the only solution for Romania as the public system can no longer guarantee a pension for
the persons that nowadays have less than 35 years old.
The employers will benefit from the fiscal deductibility applied to contributions to
pension funds, and they will be able to improve the benefit plans of their employees,
strengthening this relationship, as forecasts are showing an increase of the weight of the
pension in the salary at approximately 80% (as compared to 35% at present).
It remains to be seen if the Romanian system will know to keep in mind the
obstacles faced by our neighbors and will succeed in adapting to the existing conditions on
the Romanian labor market, offering solutions for those that at present are paying their
contribution without having the guarantee of revenue during retirement.
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Abstract. Supporting the modernization of local companies, the development of
innovative R&D activities and participating to improvement the quality of the local labour
force, foreign direct investments (FDI) had been playing an important role in increasing the
productivity of some Central and Eastern European (CEE) countries. The analyses
presented in this paper demonstrate that the force of the FDI contribution at the labour
productivity increase in the CEE countries differed according to the level and structure of
the foreign direct investment inflows, as well as the innovative capabilities and the existing
human resources in the host economy. In our opinion, the notable developments of Slovenia,
Hungary and The Czech Republic related to productivity is partly due to the quality of the
foreign direct investment inflows determined by the promotion policies applied and by the
innovative capacity and the human resources quality. Comparatively, Romania and
Bulgaria registered big discrepancies not only with regards to the level of the labour
productivity, but also in what concerns the innovative capabilities and the quality of the
human capital. Therefore, in order to maximize the FDI positive contributions, the quantity
of the foreign direct investment inflows has to be compensated by their quality.
Key words: foreign direct investments, labour productivity, innovative capabilities,
human capital, and quality
REL Codes: 3D, 8D, 18D
Theoretical aspects
Specialists consider that one of the most important effects of the foreign direct
investment (FDI) on the host economy reflects in the productivity increment that can be
sustained by the technologies transferred by the foreign companies. In this respect, most of
the researches developed concluded that the productivity of the foreign investment
subsidiaries exceeds the local competitiveness productivity from a certain economic
segment. (Mazilu, 1999, p. 152). Moreover, following the pressures exercised by the local
suppliers for producing quality input, it is likely for the national companies to improve
performances by modernizing the production and improving the personnel qualification with
direct impact on the productivity growth. Consequently, technology transfer by means of
FDI influences both directly and indirectly, through training effects, the labour productivity
within the activity field where the foreign investment has been achieved.
Foreign companies can achieve technological transfer, either by internalizing
(transfer towards subsidiaries), or by externalizing (franchising, licensing, technical
assistance). As compared to externalizing, technology internalizing, by means of FDI, is
cheaper and more rapid, providing the access to all technical, organizational actives and the

113

114

Romania in the EU. The Quality of Integration. Growth. Competence. Employment

transnational corporation (TNC) capabilities. The technology transfer includes both the
physical goods (capital goods) and the unspoken knowledge (that implies new
qualifications, technical and organizational capabilities), the latter one becoming more and
more important in the last years.
From the point of view of the target country, the technological transfer by FDI,
envisages a multitude of advantages, namely the most important: making use of new
technologies, whose implementation implies improving the workers’ knowledge and
abilities; the technological diffusion, knowledge and capabilities that positively influence
upon the economic agents that TNC relates with (suppliers, subcontractors, competing
companies), reflecting upon the costs and the quality of the goods and services supplied; the
development of the relations between TNC and the local institutions (research institutes,
universities, standard and quality control institutions, professional training centers);
stimulating the competition and urging the intern companies to direct their efforts towards a
technologies activity; by attracting the TNC employees by the local firms it is obtained a
dispersion of the technological and managerial practices.
Consequently, by means of externalizing and training, the local companies can have
access to the technologies transferred by the foreign companies. Despite all these, in case the
local companies don’t improve their performances, by means of operational and
technological adjustments, situations may come up when, because of the competition on the
foreign market, they risk to be taken off the market. Moreover, the local companies can also
deal with a loss of qualified personnel, in case the foreign companies attracted it. As a
consequence, despite the positive effects, the presence of the transnational corporations may
engender negative effects, due to some restrictive practices.
The practice pointed out that the technological transfer achieved by the foreign
companies is much more increased when TNC has as main object the efficiency increase, in
which case they shall develop productive actives in the host country. In this respect, the best
example is represented by the automobile production, that attracted over 6% of the FDI
inflows in CEE countries, where the technological transfer is significantly increased due to
the fact that TNC targeted the development of new regional production centers with
increased efficiency, based on the lower production costs. In the meantime, as long as the
foreign companies use local suppliers pre-existent networks (after having bought the stateowned companies) and impose to them high quality standards, a better dissemination of the
transferred technology within the target company may occur.
Data analyse for CEE countries
In order to emphasize the correlation between the registered FDI inflows of the
Central and Eastern European countries (CEE) and the increase in their level of productivity,
we shall further on analyse the inward FDI stock per capita and the labour productivity per
person employed relative to EU-25 (EU-25 = 100).
Inward FDI stock per capita
The degree of penetrability of foreign capital within the host economy is most
obviously made overt at the level of the inward FDI stock per capita. Data regarding the
level of this index in the CEE countries integrated within the European Union in 2004 and
2007 emphasizes the existing accentuated discrepancies between them (figure 1).
According to these data, in the hierarchy of the CEE analysed countries, Romania
ranks the last, with a level of the inward FDI stock per capita of only 806 USD/capita.
Compared to other countries in the region, the discrepancies are accentuated, especially if
comparing the inward FDI stock per capita registered in Romania with the one from
countries such Estonia (7,059 USD/capita), Hungary (6,015 USD/ capita) and the Czech
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Republic (5,504 USD/capita). A similar situation, even if not that dramatic, is also
registered in Bulgaria (982 USD/capita).
Therefore, at a regional level, accentuated differences are registered in what
concerns the involvement of the foreign capital in the Central and East European economies.
Thus, Romania and Bulgaria are much under the average registered in the region, which
undoubtedly proves the low level of involvement of the foreign investors in these two
countries. At the opposite pole we find states such as Estonia, Hungary or the Czech
Republic where the massive infusions of foreign capital have generated a significant stock at
the level of year 2005, hence confirming the high degree of penetrability exercised by the
foreign capital in these economies.
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from Eurostat (total population in every country, in 2005).
Figure 1. Inward FDI stock per capita in 2005 (USD/capita)

As we pointed out before, the impact of FDI upon the technological transfer dynamic
and, implicitly, upon the productivity depends not only by the level of foreign direct investment
inflows, but also by their typology. In what concern the CEE countries, the most of the foreign
direct investments are represented by the market-seeking investments (investors interested in
gaining access to the regional market) and efficiency-seeking investments (investors interested
mainly by the relatively low cost of the labour). Moreover, direct foreign investments attracted by
Central and Eastern European countries have been targeted mainly towards the privatization of
state-owned companies (Manea, Pearce, 2004, pp.12-14).
Consequently, these main characteristics of FDI inflows influenced the intensity of
the technological knowledge transfer and diffusion and, as such, the labour productivity in
CEE economies.
Labour productivity
Data regarding the level of the labour productivity per person relative to EU-25 in
the CEE countries integrated in 2004 and 2007 emphasizes the dynamic of this index
between 2000 and 2005 as well as the discrepancies between these economies (figurre 2).
According to these data, all the analysed CEE countries recorded a constantly
positive evolution for the entire period submitted to analysis. Even so, some of the Central
and Eastern European economies registered higher rhythms, for example Estonia (an
increasing with 14.8% in 2005 against 2000), Romania (an increasing with 13.9%) and
Slovak Republic (10.1%). Compared with these countries, the other states registered an
increase rate ranged between 3.7% (Bulgaria) and 9.3% (Hungary).
On one hand, the higher rhythms registered in Estonia, Romania and Slovak
Republic were mostly due to the acceleration of the economic growth starting with year
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2000. According to Eurostat statistical data the average real GDP growth rate during 2000
and 2005 has been 8.7% in Estonia, 5.1% in Romania and 4.3% in Slovak Republic.
On the other hand, the increase of the productivity was due to the decrease of the
average number of employees following up the restructuring of the state-owned companies,
especially in Romania that attracted higher foreign capital inflows starting with year 2000.
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Figure 2. Evolution of labour productivity per person employed relative
to EU-25, 2000 – 2005 (percentage)
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Comparatively, in other CEE countries that received massive FDI inflows after opening-up
their economies, namely Hungary and Czech Republic, the restructuring of the state-owned
companies has been finalized until 2000, with positive effects upon the productivity that ranks at
higher levels, respectively 58.2% (Czech Republic) and 61.9% (Hungary).
It is important to underline the evolution of Slovenia, the only state that associating
from the beginning clear and coherent objectives to its policies of attracting the FDI has
benefited by more “Greenfield” investments with positive and meaningful influences upon
the productivity. As a result, this country ranks first among the CEE economies submitted to
analysis, with a level of the labour productivity per person relative to EU-25 of 69.9% in
2000 and 78.3% in 2005.
The correlation analyse of the above-mentioned data, respectively the inward FDI
stock per capita and the labour productivity per person employed in 2005, emphasizes some
aspects that we consider essential regarding the role of FDI attracted by the Central and East
European countries in what concerns the increase in their productivity (figure 3).
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Figure 3. Correlation between FDI and Labour Productivity (2005)

Firstly, there is a correlation between the FDI inflows and the level of the
productivity for the most of the states submitted to analysis. Thus, Hungary, Czech Republic
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and Slovak Republic placed on the 2 , 3 and 4 position in what concerns the foreign
capital inflows, still occupy the same positions regarding the productivity. Also, Poland,
Romania and Bulgaria are placed on the close positions (differences of only one rank)
regarding the level of the two variables. In this respect, we consider very suggestive the fact
that Romania and Bulgaria, ranking last within the CEE analysed countries in what concerns
the FDI inflows, still occupy the same low positions regarding the productivity, being placed
on the 7th, respectively 8th position.
Secondly, there are some exceptions from the above-mentioned rule. For example,
Estonia placed on the 1st position in what concerns the FDI inflows occupies only the 6th
position regarding the productivity. In the same time, Slovenia that attracted comparatively
lower foreign capital inflows (5th position) registers the highest level of the labour
productivity, being placed on the 1st position.
Therefore, it is obvious that the level of the FDI inflows it is not the only
determinant factor influencing the evolution of the productivity. The impact of FDI upon the
productivity depends on both, the TNC motivations, respectively the structure of these
inflows which influences the intensity of technological transfers, and the quality of the
implantation economy which influences the diffusion of technological knowledge.
In what concerns the quality of the implantation economy with positive influences upon
the spillovers of technological transfers, the economic theory underlines as being important the
innovation capability of the host economy and the qualification of the labour force.
Innovation Capability Index
In order to emphasize the innovation capability of the CEE economies we are going
to analyze the level of the Innovation Capability Index (figure 4).
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Figure 4. Innovation Capability Index for CEE countries (1995 and 2001)

The Innovation Capability Index (ICI) is calculated by United Nation Conference
for Trade and Development (UNCTAD) as simple average of the normalized value of the
three variables: research&development (R&D) manpower, patents in the United States
(United States Patent and Trademark Office) and scientific journal articles.
According to these data (figure 4), in the hierarchy of the CEE analysed countries,
Slovenia that registered the highest level of labour productivity in 2001 (71.3%), ranks the
first in what concerns the innovation capabilities. Comparing with the other economies submitted
to analyses the level of ICI is much higher (0.766 in 1995, respectively 0.764 in 2001), especially
if comparing with the one from countries like Romania and Slovak Republic.
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Also, Hungary and Czech Republic, states which benefited from massive infusion
of foreign capital (2nd and 3rd position) with positive impact upon the labour productivity (2nd
and 3rd position), have registered levels comparatively higher of ICI, respectively 0.692 for
Hungary (3rd position) and 0.680 for Czech Republic (4th position).
Therefore, regardless of the level of the FDI inflows, the countries that rank first in
the region in what concerns the labour productivity are the ones benefiting of a more
advanced innovation system.
Consequently, in our opinion, these data suggest there is a direct relation between the
innovation capabilities of the host economies and their productivity (figure 5), relation sustained,
in some cases, as for example Hungary and Czech Republic, by foreign direct investments.
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Figure 5. Correlation between Innovation Capability Index and
Labour Productivity for CEE countries (2001)

The technological transfer associated to FDI inflows was more accentuated in those
CEE economies that possessed superior innovation capabilities, influencing positively their
productivity.
Therefore, technological capabilities in the domestic enterprise sector and
technology institutions are necessary in order to attract R&D investments and to benefit
from its spillovers. So, the more advanced the country’s national innovation system, the
greater the likelihood of positive effects on the host economy.
According to UNCTAD, in some of the new EU members, foreign affiliates have
emerged as important R&D players. In the Czech Republic, Hungary and Poland, R&D
conducted by transnational corporations has been often linked to manufacturing, mostly in
the automotive and electronics industries. Some foreign affiliates also conducted
“innovative” R&D, developing new products and/or new production processes in order to
increase their competitiveness on regional or global markets (WIR 2005, pp.27).
Consequently, some of the CEE countries have benefited from R&D
internationalization, relying on the creation, diffusion and exploitation of technological
knowledge as a means of promoting productivity.
As we mentioned above, another important aspect regarding the quality of the
implantation economy comes from the qualification of the labour force.
Human Capital Index
In order to emphasize the quality of the human capital, we shall further on analyse a
representative index, respectively the Human Capital Index (HCI) calculated by UNCTAD
from the literacy rate (weight of 1), secondary enrolments (weight of 2) and tertiary
enrolments in all subjects (weight of 3).
The empirical data regarding the level of HCI in the Central and Eastern European
analyzed countries emphasizes the existing discrepancies between them (figure 6).
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Figure 6. Human Capital Index for CEE countries (1995 and 2001)

In the year 2001, the first positions in what concerns the level of HCI were
occupied, in order, by Poland (0.867), Slovenia (0.838) and Estonia (0.820), followed up, at
a certain distance, by Hungary (0.758).
In the same time, the presented empirical data emphasise the accentuated increase
registered in Slovenia (10.26%), Poland (8.37%) and Hungary (6.31%), proving that, in
these countries, especially in Slovenia and Hungary that occupy the first positions in what
concerns the level of productivity, the improving of the quality of the labour force had been
significantly and positively reflected upon the labour productivity.

Labour Productivity

80,0
70,0
60,0
50,0
40,0
30,0
20,0
10,0
0,0
0,000

0,100

0,200

0,300

0,400

0,500

0,600

0,700

0,800

0,900

1,000

Human Capital Index

Figure 7. Correlation between HCI and Labour Productivity (2001)

We have to underline the fact that from the three states mentioned above, only
Hungary benefited of massive foreign capital infusion (2nd position according to the inward
FDI stock per capita), inflows mostly oriented, according to UNCTAD, towards
manufacturing, respectively the automotive and electronics industries.
In our opinion, these evolutions represents an evidence that suggest there is a direct
relation between the quality of human capital and the productivity of Central and East
European countries (figure 7), relation sustained, in some cases, as for example Hungary, by
foreign direct investments attracted in the economy.
Therefore, in some of the CEE countries that benefited of a higher level of
qualification of labour force, the technological transfer, through FDI, has been accentuated.
As a result, these countries registered an increase of the human capital quality with positive
effects upon the labour productivity.
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Conclusions
The force of the FDI contribution at the labour productivity increase in the CEE countries
differed according to the level and structure of the foreign direct investment inflows, as well as the
innovative capabilities and the existing human resources in the host economy.
In this respect, the best example is represented by Slovenia, who, despite of having
received much more reduced FDI inflows as compared to Estonia or Hungary and the Czech
Republic, is placed on the first position as regards the labour productivity. In our opinion,
the contribution of foreign capital at the extremely favorable evolution of this country is
mostly due to the quality of the FDI inflows determined by the involvement of some active
(directed) policies to attract foreign direct investments (targeting the local competence
increase) on one hand and on the other hand, by the innovative capabilities and the existing
human resources of the implantation economy. As a consequence, the technology and
knowledge transfer related to foreign direct investments has been much more increased and
resulted in a significant increase of the labour productivity.
A similar situation, but at a smaller scale is also registered in Hungary, The Czech
Republic and Poland, countries inside which massive FDI inflows contributed to the
improvement of the technological and human capabilities (in Hungary and Poland) with
positive impact on the labour productivity.
As opposed to the other countries, Estonia is the main FDI target country in the
region, enjoying a relatively increased level of the innovative capacity and human resources
quality, thus registering a lower productivity. Consequently, the FDI inflows structure
engendered a relatively low technology and knowledge transfer, the foreign capital impact
over the local capabilities (human and innovative) and the labour productivity as well, being
much more decreased.
Given the above mentioned facts, we appreciate that the notable developments of
some CEE countries (Slovenia, Hungary, The Czech Republic and Poland) related to
productivity is partly due to the quality of the foreign direct investment inflows determined
by the promotion policies applied by every country (passive and/or active) and by the real
existing conditions in the host economy (e.g. the innovative capacity and the human
resources quality).
As a consequence, learning from these countries’ experience, Romania and Bulgaria, that
register big discrepancies compared to the other Central and East-European economies that have
joined the European Union, can maximize the FDI positive contributions, as the foreign direct
investment inflows quantity is compensated by their quality.
Therefore, besides the application of some directed attraction policies of the direct
foreign investments it imposes to increase the training level of the labour force and the
development of the innovative capabilities. In this respect, the European Union financial
resources can be wisely directed.
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Abstract. Religion and economy seems to be two disjunctive fields, even
contradictory. The relationship between them is a disputed subject, dealt both by economists
and theologians. The present paper shows the necessity of a constructive relationship
between them, in the context of knowledge economy. In fact, the religious organizations
could become an important social partner aiming the development of a proper climate
needed for adopting the knowledge economy. In the same time, this paper makes also some
concrete proposals, regarding the methods which the religious organizations can use in
order to support this European purpose.
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Over the time, the relationship between economy and religion has been defined and
analyzed by many authors, both economists and theologians, and the results of their studies
have been almost every time controversial.
The theologian M. Douglas Meeks (M., 1989, pp. 41-44) described three methods
to correlate them: (1) the revelation method, which points out how the economy is
influenced by the religious concepts, (2) the critical method, which shows how the
economical conditions in a society gives birth to religious concepts, and (3) the transforming
method, which is meant to convert the type of property, the labor and the consume.
Waterman (W., 1987, pp. 46-47) has pointed out the difference between the
traditional and the modern view of the relationship between economy and Christian
theology: (1) according to the traditional view, man’s knowledge comes from God, and (2)
according to the modern view, the economical knowledge is a different and independent
field from the theological knowledge.
Welch şi Mueller (Welch and Mueller, 2001) list four different points of view
expressed in the literature regarding the relationship economy – religion: (1) absence of
interaction between economy and religion, (2) economy serving religion, (3) religion serving
economy, and (4) junction of economy with religion, based on the premise that there are
some areas of superposition and mutuality.
In the article “The Relationship between religion and knowledge-based economy”
(Strâmbu-Dima, 2006, p. 3), I have presented my personal vision regarding this relation.
Previous studies affirms that (Carp, 2005) religion and economy must be dealt with
separately, that (Kotler, 2002) they are in an obvious conflict or that (Meeks, 1989)
economy can be dealt as a religion and religion can be dealt as an economy. My personal
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understanding is that the only possibility to reach an acceptable concept for both fields,
removing the risk of conflict between their representatives, is (Montesquieu, 1748) to regard
economy and religion in a constructive interdependence, which allows them to potentiate each
other. The European purpose to become the most powerful economy in the world, a knowledgebased economy, fosters the growing need for cooperation between these two fields in order to
achieve a common interest — social welfare.
Economy and religion – an interdependent relationship
The next part of the paper will present, in a synthetic manner, the mutual influences and
also the characteristics of the relationship between economy and religion, which constitute the
premises for cooperation in order to adopt the knowledge-based society and economy.
RELIGION
Religion influences the behavior of the
people involved in economical processes
— regardless of their position as
consumers or entrepreneurs, at some
moments even to the extent of determining
economical trends.
The religious organizations can contribute
in the process of adopting common values
and objectives in order to create a climate
prone to the development of a strong
economy, of a knowledge-based economy.
The system of peculiar ideas, values and
principles of a certain religious
organization can help to obtain the desired
economical results.

ECONOMY

Economy, through its daily activities
and its values lent to individuals,
influences the religious practices.
The economy lends some of its activities,
instruments and concepts to the
religious organizations.
The political system and the level of
development of one country’s economy
influence the religiosity of a nation.

Figure 1. The main aspects of the interdependent relationship
between economy and religion

The influences of economy over religion
Welch şi Mueller (2001) affirms the presence of two great formative agents of the
human character — religion, through its ideals and its values, and economy, through the daily
activities of every individual. It is obvious that the daily activities and the values borrowed from
the economical culture influences the religious practices, in the same way that the religious values
influences the economical behavior. Unfortunately, it is known that values borrowed from the
economical world are, mostly, negative.
Welch and Mueller describe how economy can be used by religion: “conditions or
activities, which are specifically economic in their nature, are to be seen as needed and
desirable for achievement of certain religious objectives.” (Welch, Mueller, 2001)
Therefore, the religious organizations use certain economical activities, instruments and
concepts (like, management principles, religious marketing, Gallup poll and others) which
help them to achieve their own purposes.
Also, the political system and the state of the economy influence the religiosity of a
nation. Romanians have the experience of forty-year of atheism, but also the experience of
returning to faith and religion. Psychological studies have shown the human being’s need for
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belief in something superior to itself and religion is the answer to it. It is also known that,
during difficult times from economical point of view, people tend to become more religious.
The influence of religion over economy
Peterson and Roy (1985, pp. 49-62) pointed out that one of religion’s functions is to
offer meaning and fulfillment in people’s lives. Religion represents a significant force in the
lives of most people, defining how some things should be done, offering a whole range of
instruments and techniques for social behavior, encouraging or disapproving private
behavior. Therefore, religion influences in a significant way the participants’ behavior in
economical processes, regardless of their position at the moment - consumers or
entrepreneurs.
As soon as existence and importance of religion’s influence over the individuals, as
participants to economical processes, are known and accepted, economists can learn to
anticipate the trends due to religion and transform them into opportunities. Important
economists, analyzing economical trends, have report some religious trends also.
Faith Popcorn, a well-known specialist in studying trends, along with her
colleagues, identified 16 major cultural trends (Kotler, 2002, pp.199-201), which influences
United States’ economy and, implicitly, in a certain degree, any national economy. The first
one, and the single one related to religion, is anchoring. This is “the tendency to use old
practices, as sustaining anchors for the modern styles of life.” This trend explains the
popularity of aromatherapy, meditation, yoga and oriental religions, but also the deep
religiosity of practicing Christians.
Another futurist, John Naisbitt, speaks about megatrends, meaning “great social,
economical, political and technological changes” which “develops slowly, but once
established, influences us for a long period of time, at least between seven and ten years, if
not more.” (Kotler, 2002, p. 198). Naisbitt identified 10 megatrends, among them being also
“the return to religion in the new millennium”. Also, Andre Malraux stressed the necessity
of returning to religion, saying “the 21-st century will be religious or it won’t be at all.”
The research of religious convictions of individuals can contribute to the discover
trends even in their initial stages, because religion has its contribution to their development
and the discovery of cultural trends can become an important advantage.
Another idea that proves the religion’s influence over economy is the observation made
by Montesquieu, which noticed the prosperity of the protestant cities, from the northern Europe,
over the catholic cities. Also, Max Weber (1993) affirmed the idea that the protestant ethics was
one of the factors which determined the formation of the capitalist spirit.
Therefore, religious beliefs have a particular impact over the economy. Dr.
Constantin Cuciuc explains that, while the Catholics are not preoccupied with economical
progress, the protestant ethics turns upside down this system of thinking — “money should
make money, should be invested in profit.” “Protestantism has not been the cause of
capitalism. It helped in developing a certain spirit — behavior, way of thought and action —
of persevering and profitable labor, discovering its foundations in religion.”
The religious belief can have a contribution to the achievement of desired
economical results through the circle of trust. For example, the religious beliefs can have a
contribution toward “the success of credit politics in rural areas, in developing countries,
where the credibility of the creditor derives from the fact that individuals living the same
village know each other very well and share common religious convictions, which make
them to share the behavior’s norms.” (Weber, 1993). Moreover, religion encourages the
fulfillment of personal duties toward the state — “Give the Caesar what belongs to the
Caesar and to God what belongs to God!” (Biblia, 1996, p. 950), which can be seen as an
encouragement to pay taxes.
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Knowledge-based economy and religion — a necessary cooperation
In March 2000, in Lisbon, the European Council, established a new strategic
objective meant to strengthen the level of occupation in labor force, the economical reform
and social cohesion (Lisbon European Council 23 and 24 March 2000, Presidency
conclusions), as part of the development of the European Union’s economy toward the
knowledge-based economy. This strategic objective offered the premise for a new way of
religion’s involvement in the development of the society and, as a result, in the development
of the economy.
Among the important fields in the development of knowledge-based economy, the
Lisbon strategy includes the dynamics of social dialogue. Therefore, it is underlined the
importance of social partners in the process of transition toward knowledge-based economy.
Unfortunately, among these social partners, who have an important role in the
transition toward knowledge-based economy, were not included the religious organizations,
in spite of the fact that religion is a recognized factor of social cohesion and has influenced
the culture and even economy, throughout the history, as it was shown earlier.
As a result, the religious organizations’ reactions toward Lisbon strategy have been
pretty general, in spite of the fact that European Union cooperates with them in order to
resolve some social problems. The Catholic Episcopal Committee issued a document
entitled “The family strategy for the European Union”, which states that the measures
needed for social protection should address first the family and that there is no unitary
system of politics regarding this area at the European level. The Conference of European
Churches and Eurodiaconia addressed open letters to the European Council to affirm that
there should not be a dichotomy between the economic and social objectives, if the purpose
of different politics is the achievement of social cohesion. In their vision, the economic
development itself is not a purpose, but a method serving larger interests. In spite of these
few responses, the religious organizations could contribute much more toward the
development of knowledge-based economy.
Knowledge-based economy requires the acceptance of certain common values and
objectives by all the European countries. Their common goal is to combine economical
performances, competitiveness and social justice. Every national social system has different roots
and traditions. Until now, any particular system combined “common elements like public
pensions, medical care, social protection, education, labor market, redistribution of funds through
taxes.” (socialplatform.org/.../FileLib/05-10StatementtoOctoberSummit_FINAL.pdf). But, in
order to support the implementation of a common vision, all 25 countries expressed their adhesion
to the same values and goals, based on the fundamental human rights, valid for all citizens.”
(europa.eu.int/comm/employment_social/speeches).
Values are general principles (like, judgment over good or bad). They form the
basic principles in any culture and determine norms and rules, which dictates what is
acceptable and what is not. Often, an individual learns norms borrowed from advertising,
popular culture etc. But most of the time, values are taught in school, church and family.
Therefore, it is necessary to understand the way religion, as well as the educational system,
can contribute to people’s adhesion to the European common values.
Different treaties determine the member states to act in order to achieve the next
objectives: “a high level of social protection”, “equality between women and men”,
“increasing quality of life”, “social cohesion” and “fighting against social discrimination.”
The religious organizations can help reaching these goals.
The future of the European social model depends on the collective will to
implement these common values and goals within each national system. In the next few
paragraphs, I will try to present some methods through which the religious organizations can
act in order to support adhesion to common values and achievement of European goals. This
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way, they can contribute to the building of an efficient European social model and a good
climate for adopting the knowledge-based economy.
The religious organization can speed up the process of adopting the knowledgebased economy, contributing to the development of a favorable environment. In his study,
“The knowledge-based economy, organization and management”, professor doctor Ovidiu
Nicolescu presents the new pyramid of competitiveness. Among the new elements
introduced in this pyramid, there is one of particular interest for this paper - “favorable
social and environmental conditions.” (Nicolescu şi Nicolescu, 2006: pp. 68). The religious
organizations can contribute to the development of these conditions, and in a certain amount,
they already do that.
Below, we find a list of different methods through which the religious climate can contribute
to the creation of a favorable environment to adopt the knowledge-based economy:
the development of social cohesion;
the education of population to adopt the needed values in the process of
transition toward the knowledge-based economy:
– respect for human rights in order to build a European Union based on the
premise of free access for everyone to the rights, resources, goods, services,
information and opportunities necessary to participate to every aspects of
social life and to have a positive contribution within the society;
– building a personal development’s culture through learning and information’s
assimilation (the Protestant churches are very much involved in this area);
– equality, solidarity, freedom and justice;
– encouragement to become social-active persons — to have a place to work,
to be involved in volunteering;
– abolition of prejudices, inequities and discrimination of any kind;
– protection of the environment;
– increase of birth rate;
involve in creating the minimal conditions for life for disadvantaged people:
– effective support for development of adequate social politics, based on the
fundamental rights of individuals and collectivities regarding the legal,
social, and even political and economical rights;
– increase the social level of disadvantaged categories of people through:
– financial support for families with extremely low income;
– organizing private education institutions which can accept financiallydisadvantaged individuals;
– also, organization of health institutions for the same reasons, mentioned
above.
These are only some methods through which the religious organizations can become
involved in society, contributing to the development of the necessary conditions for adopting the
knowledge-based economy. Most churches already have some initiatives, but they do not address
every aspects mentioned above and do not make sustained efforts in this area.
The Lisbon evaluation meters table for Romania shows that regarding “social
cohesion” our country does not rank very high, being marked with “C-”. Therefore, the
involvement of all categories of social partners, including the religious organizations, for the
development of a proper climate for knowledge-based economy can bring us closer to the
goal of an efficient economy.
It is true that we hardly imagine that religion can influence the economic field, but
the religious influence over economy has been proven and disregarding this fact can bring
important drawbacks. If Lisbon Strategy would have not omitted to nominate the religious
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organizations among their social partners, it would have been significantly supported by
them in the development of a favorable climate for the knowledge-based economy.
It is obvious now that the evolution of European and Romanian economy requires a
strengthened relationship of interdependence between religion and economy. This goal
cannot be achieved unless religious leaders and influential economists and politicians
perceive not only the boundaries separating them, but also the need to collaborate in order to
achieve common goals.
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Abstract. One of the most important factors which have an influence on the
demographic evolution, at the world and national level, is represented by the negative
dynamic of the natural population growth and this dynamics has been amplified by
migratory flows. Annual evolution is negative and is decreasing for the migratory growth
and oscillatory and more notable for the natural growth.
For Romania, other very demographic connected with the immigration with the
same effects for the long and long term is constituted by the emigration of the feminine
population very fertile age. The increase of the proportion of the female population in the
population migrate has become more remarkable in the period 2002-2005. Supposing that
from those 52% women who migrate at less 2/3 are going to give birth to children abroad,
(1,3 that represents the fertility rate in the presents), we can estimate that during the period
of transition, Romania has lost more than 160 thousand persons.
In addition, for the short and average term, the young worker flow have contributed
to the ageing of the labor force, and also to the reduction of the active population and to the
number of the taxpayers to the budget of social securities, This paper is focused on the
analysis of the impact on the structure and migratory flow dimensions on demographic
evolution of Romania.
REL Codes: 5Z, 10G,
Characteristics and tendencies of the demographic dynamics
Up to the second half of the 21st century, the population and economy were seen as
relatively separated fields. The analysis of evolution, structure, and wellbeing of the people
were done only through the glance of current economic situation, in a given historical period
and in a given country. The dynamics of the economies after the second half of 21st century
showed that the demographic changes cannot be studies outside the economic realities.
* The paper presents some partial results which were also given in the chapter “Impact of demographic
ageing on Romanian economy” from the Project ““Demographic ageing. Economics and social
implications”, Project Program CEEX-05-D8-22/5.10.2005, contractor authority: IFA, contractor:
Institute of National Economy, one of the subcontractors subcontractor: Institute for Economic
Forecasting, Third Stage-2007
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Under the contemporaneous conditions, we can consider the population as an
endogenous factor of economic development, and, at the same time, the economic growth is
an internal component of the changes in the level and structure of the population.
There is an agreement that the ageing of population is a global phenomenon. UN
shows that the proportion of senior people will grow in the long run, even in those countries
where the birth rate is higher that the reproduction rate. This phenomenon is present already
in Europe and Japan. At the EU Parliament meeting in May 2004 a consensus appeared that
Europe is already in a critical state: „after a century of natural demographic growth, the 21st
century perspective is that of a natural decline and of an excessive ageing of population”
(Les Tendances en matière de population en Europe et leur sensibilité aux mésures, des
pouvoirs publics).
The demographic processes manifest themselves differently in the European
countries. Thus, while in East and West Germany the demographic phenomenon registered a
decline in the middle of `80’s, in Ireland, due to high fertility, the population will continue
to increase in the first half of the 21st century.
In spite of the intensity and rhythm differences which will persist among different
countries, all European countries face or are going to face actually the same trends with
respect to population decline and ageing.
At the level of European Union, a series of studies indicate that during the last decade of
this century, most of the member states will face a rapid demographic transition. The ageing of
societies will result mostly from falling fertility rates and higher life expectations.
The ageing tendency of the population is going to have a profound impact on the
coming generations and on most of the economic and social activities, like labor market,
social protection, culture, or politics.
The demographic changes will influence the institutions and politic strategies which
were put in place in a period characterized by very different demographic perspectives. They
influence the daily life too, the inter-generational relations and the way of life.
The main demographic tendencies at the European level can be characterized by:
• the growth of population over 65. This is a current phenomenon in all the
European regions, both in terms of absolute numbers and as a percentage of
total population. During the last 50 years, the senior population (65+) has
doubled, while its share in total population got to 8% in 1950 and 14% in 2000.
Now Europe has the oldest population in the world, but we should also notice
the differences between the different areas.
• the growth of the population of over 80 years old is considered as a shocking
tendency, as it is the most intense and rapid development. Not all the regions in
Europe are strongly affected by this phenomenon. This development implies
adequate policies both at a demographic level and at a social policy level.
• the decline of active population and the ageing of the labor force is another
major tendency, which characterizes the demographic evolutions, leading to
difficult social and economic problems. The diminishing population at a age of
work will cause structural problems on the labor market.
• the decline of the population between 15 and 24 years old implies the
development of human resources. The data show that the different regions of
Europe will be affected in a different way by the demographic changes. This
asymmetric impact will intensify the already existent differences.
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Effects and challenges implied by ageing
Ageing implies challenges which originate, first of all, from the demographic
trends, which are connected to the age structure of population.
The growth of the people over 65 years old implies a reform of the social policies.
From the studies on the population ageing show that there is an accelerating trend of this
phenomenon starting from 2010. This is important for the social policies and the
modernization of the social protection, whose objective is to warrant prosperity in an ageing
society. Also, it is necessary that the reforms that will be adopted must take into
consideration the fact that the transfer to the seniors will not create social or economic,
tensions, but at the same time the aged population must not be forgotten.
In the short run, an important effect of the ageing of the population is connected by
the growth of seniors who need specific and healthcare services.
The European Council in Lisbon (2000) recommended that the social protection
must be formulated so that they can offer quality healthcare. The Gothenburg Council
(2001) elaborated a preliminary project on the ways to be followed for healthcare and the
care of senior persons.
In the meetings of the European Community Commission in January 2003, it was
accentuated that the health care systems will be challenged by the difficulty to
simultaneously warrant three objectives: i) universal access, regardless the income; ii) a high
level of quality of healthcare; iii) financial stability of healthcare systems.
For Romania, the making of demographic projections has become a complex
problem, as the knowledge of the probable dynamic of population under certain
characteristics, especially for the labor resources and active population, is necessary for the
proper foundation of social and economic development programs, and for the strategies too.
According to the data from the National Institute of Statistics of Romania, the number of
people at the 2002 census was of 21.680.849 persons and at 1st of July 2004 was 21.673.328
persons. At 1st of July 2005, the population of Romania has reached 21.263.849 persons.
In the reports between 2003-2005 of the Department of Economic and Social
Affairs of the UN, three types of projections were done for Romania, namely a high level
version, a medium version and a low level version, which keeps the decreasing trend of the
dynamic of Romania population, but at a different intensity:
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Source: the Department of Economic and Social Affairs of the UN, 2003-2005 Report
Figure 1. Scenarios of the evolution of Romania population
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The population of Romania has constantly decreased from 1992, from 22.810.035
people (1992 census), to 21.623.849 people at 1st of July2005. This decrease is due to the
negative increase of the population, as a result of lower fertility and of low birth rate at 1000
people. After 1990, the birth rate decreased from 11.87‰ in 1991, to 10.2‰ in 2005, while
the mortality rate has increased from 10.9‰ ( year1991) to 12,1‰ (year 2003).
Compared to 1990, in January 2007 we can notice a reduction of the weight of
young population (0 to 14 years) from 23.7%, to 15.4%, and the growth of the senior
population (of 65 years and older), from 10.3 to 14.9%.
In the same period, although in absolute numbers, the workforce (15-64 years)
decreased by 2.0%, its weight increased from 66.0% in 1990, to 69.8% in 2007, due to the
lower share of young people, those between 0-14 years old.
The forecasts of the INS anticipate a decrease of the population between 2000 and
2020 by 1.8 millions persons. In the year 2020, the highest decrease will be witnessed in the
10-24 years old group. The weight of people of 65 years older, will grow in this period from
13.3% to 15.7%, while the weight of young people will be reduced from18.3% to 14.2%.
Like other countries, Romania’s senior population has constantly increased, while
in certain rural areas, the ageing is very accentuated.
In the urban are, there are 11.914 thousands persons in 2007, representing over half
of the overall population, namely 55.2%.
In the rural are, there are 2854 villages, in which 9650.8 thousands people live,
representing 44.8 of overall population.
At a regional level, in January 2007, the North East Development Region
(comprising Bacău, Botoşani, Iaşi, Neamţ, Suceava, Vaslui counties) has the highest in
number of people, with a share of 17.3% of overall population. At the opposite side, the
Western development region (counties Arad, Caraş-Severin, Hunedoara, Timiş) has only a
8,9% share in total population. The Bucharest-Ilfov region is the most urban area. Here the
urban population represents 92.4 of total population.
Romania is characterized by an atypical situation of population decrease, which consists
in the particular dimension of this reduction, the high decrease rate, and the migration
phenomenon. The future dynamic of migration continues to be unpredictable, as it is dependent of
the social and economic development of Romania. However, the migration of the labor force is
one of the most important phenomena for the social transformations in Romania.
As for the external migration, this led to a certain contribution to the decrease in the
population. Currently Romania is a country dominated by external migration. The
elimination of VISA for EU countries starting from 2002, led to an increase of the number
of Romanians which temporarily work abroad.
The analysis of the statistical data with respect to population migration can cause
some worries. If at the beginning of 1990, Romania had a population of 23 millions people,
during the last 17 years the number of inhabitants started to decrease strongly. The most
recent data show that at 1st of July 2005, the number of Romanians reached 21.62 people. At
the 2002 census 21.68 people were registered and according to INS, Romania population has
diminished by 57125 between March 2002 and July 2005.
For the next years, we can estimate that the external migration may grow due to a
higher demand for labor force in Western Europe, and also due to free movement of people
as Romania joined EU.
After the explosion of external migration in 1990, the number of emigrants
decreased until insignificant numbers – 10936 in 2005, ten times lower than in 1990, but
slightly higher relative to 2002, when a minimum was registered.
Most of the persons that migrated are from the work age category, especially young
people and young families, as migration was mostly economically motivated during this
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period (figure 2). We can also notice the high number of ethnic people which left Romania
during this period (31% of them Germans and 11% Hungarians). The main destinations
were Germany (for 43% of all emigrants), Hungary (10.3% for all emigrants), USA (10%)
and Canada (7%).
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Sources: Statistical Yearbook of Romania 2006, National Institute of Statistics.
Figure 2. The Structure of the Migration Flows in Romania

Currently, the definitive external migration phenomenon at the beginning for `90s years has
been replaced by temporary external migration, which had a economic motivation too.
According to the International Organization of Labor, Romanians had, on short
term, a high propensity to mobility related to work. Moreover, Romanians had the highest
propensity to migrate for medium and long term job, as compared to the other Central and
European countries. These results suggest that the higher oscillatory movements were caused
by the search of higher revenues opportunities.
Those involved in the external migration either legal or contingent, are usually part
of three main categories (Project PAIS II, 2004, IER):
a) High quality labor force, which posses abilities in fields like science and
technology, and some services, like teaching or health, and who are between 25-40 years
old, considered as the most creative and productive age category;
b) The medium level qualified labor force, with skills that cover a large range of
professions and activities, like:
Constructors, a labor force with a long tradition of working abroad, and which
are well seen in the West. The main reason for migration is an economic one.
Para-medical personnel, for which there is a growing demand from firms from
different countries.
Hotel and public alimentation personnel, which is also demanded in certain
Western markets.
c) Unqualified or semi-qualified labor force in agriculture, recycling and constructions.
There is also a strong demand for uncontrolled labor migration both in the origin
country, Romania, and the guest country. Obviously, a major part of them work temporarily,
for an indefinite period, mostly without legal forms, and within the informal labor market of
the destination countries. The labor and life conditions are not always the best, as they are
often under the standard offered to them in the domestic country.
For example, in 2003, the main fields which demanded for workers were:
agriculture, constructions, public alimentations and tourism, medical and social assistance
(medical assistants and senior people healthcare). The preferred persons are usually young
persons between 26 and 35 years old, with high capacity for work, motivated by cultural
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models, standard of living, etc. Almost half of the people that worked or work in Germany
during the last two years is between 26 and 35 years old, less than 25% of this category is
between 36 and 45, and only 7-8% has over 45%. In Spain and Switzerland, most of the
persons are young people between 26-35 years old.
The most important aspect from a demographical point of view is represented by
the reduction of total population by 330 thousands persons, due to a negative dynamic of the
natural growth and that of amplified by the migration flows which were negative in this
period. The annual dynamics are negative and decreasing for migration growth. For the
natural growth we can notice an oscillating feature.
From a qualitative point of view, the negative migration growth is more “costly” for
the society than the natural one, because the investments in the human capital (through
education, etc), made up to the moment of migration and also the potential of work
associated with it, are freely transferred to the destination country, which is in the long run
can be a break for the economic growth and durable development.
Another demographic phenomenon associated to the same negative effects both in
the long run and in the very long run is the feminine fertile persons’ migration. The loss of
human potential is even greater in the case of women. The younger the women, the more
children they can have, but which they are going to born and raise abroad. During almost all
the years in the transition period, the number of women who migrated has over passed the
number of men who migrated (table 1). The tendency of a growing share of women in the
migration population accentuated in the 2002-2005 period. For example, in 2003, women
were 40% more numerous. If from the 52% women who migrated, two thirds born people
abroad, 1.3 children on average (the current fertility rate), then on the whole transition
period Romania would lose 160 thousands persons more (PAIS II, project, 2004, IER).
The great flow of young workers contribute to the ageing of workforce, reducing
the dimension of the active population, and of the number of Social Services contributors
and implying a growing pressure on the social insurance payments. The EUROFOND report
from 2004, named “Migration trends in an enlarged Europe” estimates that the average
growth of the young persons migration (youth drain) is of 2-3% for the young persons (1525 years), while for Romania and Bulgaria this flow is forecasted to 10% for the next
EUROFOND 2003.
In time, the effects will be obvious, due to a decrease of the population, as
economic problems will appear because of the decrease of the labor force, on one had, and
on the insufficiency of the economic resources for the support of older persons, on the other
hand. A current reduced number of children will imply that in future we will have fewer
contributors, and also fewer revenues and taxes. If at the level of 1990, a retiree was
supported by 2.7 employees, in the 2006 a retiree was supported by 1.30 employees, in 2050
an adult will support 9 persons.
The social conditions in Romania determined the reduction of the demographic
natural growth and accentuated the definitive migration, which all led to a constant decrese
of the population and implicitly of the active population.
According to the hypothesis that found the current forecasts, until 2013 the total
population will continue to decrease by approximately 0.4 percentage points annually.
During the next period, the ageing process will continue, as the population under 15 years
old will decrease, and the old people share will increase. In less than 20 years, one in five inhabitants
will have more 65 years old, while in 2050, more than half of the population will be old.
The demographic ageing will influence the active population and the workforce too.
If in 2005 the share of active and occupied persons of over 65 years old was of 4.7%, until
2013 this will decrease to 3.7% (approximately 60.000 persons). The reduction comes from
the functioning of the social insurance system. On the other hand, we estimate that during
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2006-2013, the inactive population of 15 to 64 years old will decrease to 545.000 persons.
During this interval, we estimate a growth of the active population by approximately
145.000 persons and of the workforce of 340.000 persons.
The population engaged in the agriculture will decrease by 16%, while that in the services
will increase by 17%. According to the National Forecasting Committee, in the medium run, 2006 to
219, the activity rate will grow by 1% due to foreign investments. Also, the occupation rate will
decrease by 0.4% due to fiscal policies, and to new durable jobs creations. There will be equilibrium
between occupation flexibility and workplace security.
In 2013, the number of employee is estimated at 6.085.000 persons, a 2.8% growth
relative to 2005. Significant increases will be registered in agriculture while a decrease will
be registered in industry.
As for the unemployment rate, in 2005 it was of 7.2%, by 0.8 percentage points
higher than in 2004. This decrease will manifest itself in the future too. In 2013, we estimate
a value of approximately 6%.
In Romania, the participation rate of the people between 15 and 64 years old was in
2005 of 62.4%, with 7.5% under the average of the first 15 EU countries and with 6.1%
under the average of the first 25 EU countries.
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Abstract. The aim of this paper is to briefly present the necessary conceptual framework
for defining and operating with the creative economy term. Creativity is the process through which
ideas that are generally accepted and traditional solutions are challenged in order to find new
solutions and concepts. The creative industries are those industries that produce symbols
embodied in cultural goods and services; OECD called these activities copyright industries. The
creative economy is only a part of the knowledge-based economy and the transition towards the
knowledge-based economy and society implies a major dematerialization of value-added activities
as well as the replacement of product uniformity and homogeneity, consumption and mass
governance with creative diversity and responsibility decentralization. Not long before, the
cultural industries did not represent substantial sources for revenues and economic growth.
However, during the past few decades they have led to the renaissance of many European regions,
where old traditional industries had disappeared and had left behind a stark landscape alongside
with a decaying society.
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Creativity is the process by means of which generally accepted ideas and the ways
to do things are challenged in order to find new concepts and solutions. Being creative
means seeing ideas in different contexts, either by discovering that the inherent potential can
be used in a different way or gathering previously unconnected ideas in order to create
something completely new. Anybody can have creative capacity. Thus, creativity represents
a person’s ability to generate something new, whether or not this has any ultimate goal.
Throughout the centuries, creative people have offered new solutions to daily
problems. Their capacity to find creative solutions to problems is essential for humankind
welfare. Socially, collective creativity gives an opportunity to improve the quality of life. In
an organisation, creativity is essential for ensuring continuous effectiveness in a
permanently changing environment. Personally, creativity gives the opportunity to break
routines (Boulden, 2002, p. 5). People with ideas have become stronger than people
handling and working with machines and often even stronger than those who own machines
(Howkins, 2001, pp. ix).
Creativity does not necessarily imply the existence of an economic activity because
there are cases when the product of creativity is not valued or used in any way. However, we
deal with an economic activity when the generated idea or solution has economic value or
when the new product can be traded. In this case, the result of creativity is the creative
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product, which can be defined as an economic good or service that results from the creative
process and has economic value.
The creative economy represents one of the main contributors to the GDP and it
refers to a set of interlocking industry sectors, and is often cited as being a growing part of
the global economy (Wikipedia). Apparently invented by Chris Smith, Secretary of State for
Culture, Media and Sport in the United Kingdom(1), also used in Australia starting with the
late 90’s (Cunningham, 2006, p. 2), and then studied by postmodernist sociologist Anthony
Giddens, it refers to all creative industries in an economy, such as: advertising, architecture,
arts and antiques markets, crafts, design, designer fashion, film, interactive leisure software,
music, television and radio, performing arts, publishing and software. From another
standpoint, the one of intellectual property, these industries can be classified within the
following categories: process businesses (architecture, advertising and PR, marketing
services), product businesses (film, television, radio, publishing, designer fashion, computer
games) and media (newspapers, broadcasting, cinema etc.)(2). All these industries produce
symbols in the shape of cultural goods and services.
Process businesses are professional services companies that offer creative services
to clients – on demand – such as architecture, advertising/PR/branding as well as other
marketing services and design agencies. Product businesses create products that can be
replicated but also protected by intellectual property rights, such as film, television and
radio, theatre, publishing, design and designer fashion, music and computer games. Media
businesses are based on content distribution, offering creative products to communities or
audiences with the purpose of educating, informing and entertaining the public.
Another threefold classification is the one belonging to Frontier Economics Ltd. in
Full Frontier Report, 2006:
– production (publishing, television and radio, film and video, interactive leisure
software designer fashion) – materialised in the production of tangible goods;
– services (advertising, architecture);
– production and/or services (an overlapping of the two) (software and computer
services, design, music);
– arts and crafts (arts and antiques, crafts, performing arts) – industries whose main
purpose is not a financial one in the first place.
According to OECD, these products are concentrated by micro companies or small
and medium enterprises. According to the type of industry and activity, industrial
concentration is higher in media and lower in products. However, reality shows that there is
coexistence between large and small companies, proving the interchange between
fragmentation and consolidation due to technological advances and growing competition
worldwide. Fragmentation appears as the result of technology and competition in its attempt
to meet a large variety of consumer needs; consolidation is the consequence of the transition
of small businesses to scale economies meant to obtain mass, standardised production. The
larger the company, the easier the access to financial sources.
According to Creative Industries Task Force(3), creative/cultural industries have
their origin in the individuals’ creativity, skills and talent and have potential to create jobs
and welfare through intellectual property generation and exploitation. OECD called them
copyright industries.
Although arts and creativity have been long treated as one and the same concept not
only artworks are the result of creative work. Creativity is present in other fields as well
such sciences (especially in R&D). Both arts and sciences use the same way of thinking and
creative processes; differences come from the reasons why they use them. Also, the way
they protect their economic value differs. Thus, creativity is common to both arts and
sciences; creative products are different.
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Today, the term is more widely used and understood (being mentioned in the Lisbon
Agenda and Strategy context); in a knowledge economy the importance of these industries to
national wealth is more commonly recognised; and the special needs of these industries are
reflected more in policy development at national, regional and sub-regional levels. The creative
industries have moved from the fringes to the mainstream. (Smith, 1997, p. 3)
Thus, the creative economy is part of the knowledge-based economy. The transition
to the knowledge-based economy and society implies a major dematerialization of valueadded activities as well as the replacement of product uniformity and homogeneity,
consumption and mass governance with creative diversity and responsibility
decentralization. Welfare influences people in the direction of spending more time and
efforts towards non-material activities, while access to information – the main resource in
this new era – is easy and cheap due to informational technologies. Transportation and
communication systems facilitating specialisation and collaboration; stable rules of the game
– for markets or rights – facilitating taking risks which are necessary to creating knowledge;
open markets encouraging competitiveness and leading to innovation and customisation;
reinventing business models – these are all framework elements for the development of the
knowledge-based society and economy.
Contrary to some opinions, the concept of knowledge-based economy does not
necessarily refer to high technologies or the information technology. The knowledge
economy uses knowledge as a main engine for economic growth: knowledge is
accumulated, created, disseminated and efficiently used in order to enhance economic
development. The purpose of this economy is to encourage creativity in the whole economy
– far beyond the creative industries. For instance, applying new techniques in subsistence
agriculture can lead to a significant increase of results and the use of modern logistics in the
sector of manufacturing can serve larger markets than before. Thus, an economy can make
the transition towards the knowledge-based economy through the steady use and creation of
knowledge within a broad process of economic development. The consultancy firm
McKinsey considers that the traditional ways of creating value added are no longer source of
competitive advantage – it refers to transformational activities (raw materials extraction and
transformation into finished goods) and transactional activities (retail sales and
transportation)(4). By contrast, tacit interactivity has to prevail under the form of expertise in
solving problems and communicating complex ideas.
Resuming the explanation of the creative industries term we have to add the fact the
term of cultural industries also exists. This term is usually preferred by the French speaking
area in order to refer to the same thing. However, there is an inclusion relation between the
two – the creative industry concept – which contains all the above-mentioned industries –
comprises the cultural industry term, which mostly refers to the industries mentioned first
(architecture, music, film, radio and television, literature, publishing etc.). Culture, a
previously distinct sphere of the social life, becomes an element that penetrates everywhere
in the society, starting from the design of urban spaces, offices, means of transportation and
communication to designer fashion, which reflects the individual’s identity, corporation
strategies and e-commerce. (Flew, 2002: pp. 2).
The creative industries have started to develop especially due to increased
flexibility of production (such as mall series production), induced by information and
communication technologies, but also due to the specialised behaviour of consumers, who
want to use goods in order to build an own identity(5). These two elements generate a highly
semiotic production in the context of digitisation and globalisation. In this context we have
to mention that, while most of the industrial production comes from countries such as India
and China(6), the western world creates most of the products that belong to the creative
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industries. The only exception is represented by computer games and Internet, which come
equally from the three continents: Europe, Asia and America.
On the other hand, the term cultural tourism is also to be found. It refers to
exploiting history monuments and museum cultural goods in several ways: works, photos,
films, CD-ROMs, copies after cultural goods etc. The common thing to these creative
industries is that they are all based on the creation and exploitation of intellectual property
products, whence the status of artworks and not industrial property as it is the case of inventions.
Intellectual property rights, together with patents, represent the exchange currency in the
information age. Also, these industries can offer business-to-business creative services, such as
advertising. Moreover, Chris Smith used to take into account the tight economic links among
certain industries, such as: tourism, museums and galleries, heritage and sports. The creative
economy uses talent as its main resource – the talent to have new and original ideas and to
transform these ideas in economic capital and products (Wikipedia).
The economic theory clearly distinguishes between the situations of the intellectual
and the tangible properties. The tangible property consumption creates rivalry. For
examples, once an apple is eaten it cannot be eaten by somebody else; if somebody uses a
land to build a house on it that surface becomes unavailable for the others (tragedy of
commons). The intellectual property subjects do not share this trait, though. For instance, an
indefinite number of copies can be made after a book without interfering with the property
rights; nonrivalry and non exclusion combine to make these public goods prone to the free
rider problem(7). One of the rationales for intellectual property lies in the incentive effects to
solve or fight against free rider. In the absence of a reward obtained by exclusive rights
there would not be a direct financial incentive for new inventions or works to be created.
Usually the free riding phenomenon leads to the improvement of the others’ (the
beneficiaries) skills and knowledge. From the producers’ standpoint, this phenomenon
shortens technological cycles, as well as the life of products. Being the first to market
represents a major advantage, but the innovative persons or firms have little available time
to launch the new product – before the others already start to compete it. The economists’
opinions are different: some consider that any constraint on ideas hampers creativity and
slows down economic development; others consider that monopoly is necessary to reward
innovation and to better allocate resources.
In this respect, Linus Torvalds, the creator of Linux, did not impose any restriction
on the code that is to be found in the main design elements of his programme. Neither did
the creators of GNU (the operating system that uses Linux) impose any such restrictions.
They released this code for free for two reasons: first of all, they consider that it would be
morally right that nobody possesses the computer code; second of all, there are economic
and intellectual grounds according to which private property slows down growth. In
Torvald’s opinion, he who wants to possess the code is just like the one who, having
invented the press, wants to have full ownership over the letters so that those who want to
use them to write words or sentences should ask for his permission.
Those who are in favour of open source have different opinions as to how far it can
go. They agree to the fact that the code has to stay forever public and that it can be traded –
many companies sell Linux packages. Richard Stallman, the GNU creator and leader of Free
Software Foundation considers that by no means should the code be privatised. He
established the bases of a General Public Licence (GPL) – it functions as a copyright licence
under the Berne Convention and places the programme into the public domain forever. This
GPL is called copyleft because it is the opposite of copyright. Instead of restraining the ways
people can use the code, copyleft facilitates its use (Howkins, 2001, p. 187).
In his book Democratizing Innovation, Eric von Hippel the collocation signifies the
users’ ability to develop products and services through innovation for them. Thus,
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innovative users produce what they need approximately when they need, without depending
on companies, which play the role of imperfect agents. Moreover, individual users do not
need to develop everything they need because they may also benefit from innovations
developed by others and shared freely.
As proved by Wikipedia or the free software there are creative products that are not
directly stimulated in a financial way. More than this, many important works had been created
long before copyright was invented. One can say that many inventions appeared once the patents’
regime was established, though. Also, many patents were regulated as the industrial influence and
interests started growing. The intellectual property status is still debatable in India, China and other
developing nations. The United States of America and Great Britain are the only countries that
substantially benefit from a net positive balance of payments from intellectual property and they
are among the advocates of the intellectual property systems.
People are homo creator, but creativity does not always lead to a creative product.
The creative equation includes only creative products; creativity is not part of it and there is
a clear distinction between a creative product and a transaction. This states that the creative
economy (CE) is equal to the value of the creative products (CP) multiplied by the number
of transactions (T); thus, CE=CPxT. Each transaction can have two complementary values:
the value of the intangible or of the intellectual property(8) and the value of the physical
platform. This creative economy covers a wide range of branches and gains reach substantial
values. Creativity in itself cannot be quantified. The number of creative products can be
quantified, though, but the whole of the products and many traders’ confidentiality can
hamper the process of a precise analysis (Howkins, 2001, pp. xi-xiv).
The concept of creative industries was initially used to integrate sectors where
creative intangible inputs add economic and social value to the British economy(9). Once
adopted this reference framework, the role of culture for the economic development emerges
clearly. According to Creative Industries Task Force, the creative industries have the
following four characteristics:
– imply activities whose origin lies in individual creativity, skills and talent;
– have potential to create wealth and jobs through the generation and exploitation
of intellectual property rights;
– use creative intangible inputs that add more economic and social value than the
one added within traditional manufacturing processes;
– comprise and gather traditional cultural industries (such as the performing arts)
and cultural industries and information intensive communication of the new
economy (10, 11).
The table below describes the main types of value added contained by a creative
product or artwork in the case of creative or cultural industries. Artwork types are not longer
confined to traditional products; for instance, they can be found among software products or
computer games as well.
The expressive value of the creative industries
Table 1
Aesthetic value – reflects beauty, harmony and form as well as other aesthetic traits.
Spiritual value – both secular and religious – seeking spiritual meanings shared by all people. Benefits induced
by spiritual value include understanding, insight and consciousness.
Social value – a critical aspect of artworks is their capacity to create relations among people that otherwise
would be separated. It illuminates the society where we live and creates the context where relations and
identities could flourish.
Historic value – partly, the importance of artistic products stands in that they offer an unique snapshot of the
conditions at the moment of creation and offer clarity and the sense of continuity with the present.
Symbolic value – expressive objects are repositories of meanings. The symbolic value of an artwork will be the
meaning transmitted by the artwork and its value for the consumer.
Authenticity value – underlines the fact that the artwork is real, original and unique.
Source: The Work Foundation, Staying Ahead: the Economic Performance of the UK’s Creative
Industries, DCMS, June 2007; Chapter 4, p. 97 (Prof. David Throsby).
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The Work Foundation Report, presided by the Department for Culture, Media and
the Sports (DCMS), based on the 13 sectors of creative industries, suggests that there are
eight elements for the success of the creative economy that any future policy has to take into
account. These include, according to IPA welcomes report on economic vitality of Britain’s
creative industries, June 28th 2007:
– demand – consumers experiment creative products through demand;
– growing diversity. Diversity has to meet several requirements: ethnicity, gender,
age and religion, as well as cognitive requirements generating competition. Scott
Page details the cognitive dimension into: a. Cognition of diverse perspectives –
ways of representing the world; b. Diverse interpretations – ways of categorising
perspectives; c. Diverse heuristic – ways of generating solutions to problems; d.
Diverse predictive models – ways of inferring cause and effect(12);
– a relatively level playground. Competition is crucial for the creative process
because it distinguishes between good and bad ideas; it selects new technologies
and promotes productivity. It can be creative or destructive – when the
innovation pace is so fast that existing products become obsolete before reaping
all expected benefits. Extreme rivalry can enhance uncertainty by discouraging
long-term investments in innovation;
– education and skills to ensure equilibrium and supply accordingly;
– networks to increase capacity. We have to mention that professionals from the
creative industries have started to work in other industries as well. For instance,
in Great Britain 100% of the professionals in arts and antiques work in the
industry while only 40% of the professionals in design actually work in the
industry. This proves the growing importance of these industries in traditional
companies or in other branches. Non-price characteristics such as design become
more important to companies. On the other hand, a company cannot succeed on
the market all alone without mobilising external resources such as: assuming
common risk, access to new markets and technologies, diminishing time to
market, sharing complementary competences, protecting intellectual property
rights and using external knowledge. Last but not least, networks can work if
there is communication, confidence and commitment.
– public sector aid and investments – the creative industries should not be seen as
financing objectives through subsidies and grants in the first place but rather as
investment destinations;
– a clear cut and consolidated regime for the intellectual property rights, especially
under the conditions of easy documents transfer and the menace of free riding.
To some extent, free riding is a cost of the creative economy;
– building business capacity.
In the October 24th report 2007, DCMS talks about the possibility of defining the
creative industries from another standpoint – the Department puts forwards the following
classification of the creative industries with respect to the place of activities in the supply chain:
• Layer 1 – potentially comprises the most creative activities that are to be found at
the top of any supply chain. These include activities such as musical composition
in the music industry, programming in the computer games industry and writing
in publishing. This layer has been considered the starting point in defining the
British creative industries;
• Layer 2 – comprises those activities that directly support activities in layer 1 in
the supply chain, including for instance activities such as casting in performing
arts, publishing, computer-related activities in software and computer games.
These activities transform the creative activity in tradable products;
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• Layer 3 – is one level farther from layer 1 including those activities that support
the first two activities described above. It includes activities such as hardware
manufacture that directly support the creative process – for instance, the
production of TV cameras or of any hardware product directly used to create TV
programmes. Also, it can include the next production phase, such as the binding
of books in the publishing industry and software replication for software and
computer games;
• Layer 4 – supports activities included in the previous layers. Generally, it
includes, for instance, manufacturing and bulk sales of raw materials – such as
toner in publishing – and the hardware manufacture used in consumption within
creative industries products, such as TVs for television;
• Layer 5 – comprises the least creative activities in the creative industries. In most
of the cases, they refer to retail sales of DVD players for the music industry and
consoles for computer games. The figure below is the graphical representation of
all these activities.
In this context, activities in layer 1 are certainly the object of the creative industries
definition, but a clear demarcation of these activities cannot be made. Moreover, it has been
argued that from layer 3 downwards activities are less likely to belong to the creative
industries.
Consumer retail of Creative product

LAYER 5
LAYER 4
LAYER 3

Sales of hardware to layer 1
Agents for layer 1

LAYER 2
Exhibition organisers

Casting

LAYER 1 ACTIVITIES:
Writing
Financing

Commissioning

Performing

Acting

Composition

Filming

Programming

Publishing

Adaptation of layer 1 outputs

Manufacture of hardware and raw materials used in layer 1
Manufacture of hardware and raw materials used in layer 2 and layer 3
Retail of complementary products (e.g. televisions) to consumers

Source: Frontier Economics, Creative Industry Performance, A Statistical Analysis for the DCMS,
October 24th 2007
Figure 1. Graphical representation of the activities in a creative supply chain

According to the report Staying Ahead: the Economic Performance of the UK’s
Creative Industries the links between the creative core, the creative industries beyond and
the creativity in the wider economy are more and more acknowledged. The creative core can
be conceptualised as the production of pure creative expressive value. Also, the report
presents a classification which can be described as a chain of inclusion relations as follows:
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Creative industries

Cultural industries

Creative industries and activities

The wider economy

Source: The Work Foundation, Staying Ahead: the Economic Performance of the UK’s Creative
Industries, DCMS, June 2007.
Figure 2. The structure of the creative economy

Within this classification the creative industries at the centre represent the highly
creative industries, whose creative commercial products are eligible for intellectual
properties rights protection(13). Then, the cultural industries follow; they gather mass
production activities for the creative products. These products must be protected by
intellectual property rights also. The third layer represents the use of these products that
express creativity; this use is essential for the performance of these sectors. As for the rest of
the economy, it exploits and benefits from the creative products through its manufacturing
and services sectors.
In the October 24th 2007 report the creative industries were analysed from the
spillovers (unrewarded benefits) point of view – externalities external to the firm but internal
to the market. DCMS considers the following three types of possible externalities or
spillovers:
– knowledge spillovers, translated by the new ideas that companies benefit from
without rewarding the source company. For instance, they can be generated by
entrepreneurs activating in designer fashion; the latter show how the transition
from an idea to a business can be made and encourage other persons to follow the
same path, establishing their own companies;
– product spillovers, generated by the new products used to the benefit of other
firms without rewarding the producer. Starting from the previous example of
fashion designer, they are created by those companies whose ideas with potential
and easy to understand are adopted by other companies as well;
– network spillovers, representing those benefits stemming from firms’ grouping.
The most interesting conclusion of the report is that various creative industries have
the capacity to generate the third type of externality, network spillovers, bringing on more
firms and workers. For instance, places with performing arts companies will enrich the
environment, making it more appealing for other persons and companies. Also, spillovers
are generated either within a market – intra-market spillovers, or among markets – intermarket spillovers(14). For the latter, the chain is the following:
New idea (knowledge) Writing the idea (codified knowledge)
Including the idea in prototype products (codified
knowledge)
Its existence in the minds of the people who worked on
the project (called tacit knowledge by von Hippel/sticky
knowledge).
Inter-market knowledge spillovers can be created by employees leaving an industry
for another (transfer of tacit knowledge) or by the employees of other firms in other sectors
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who learn about these ideas in journals or articles (transfer of codified knowledge). In this
case, we refer to job mobility spillovers – when professionals bring about benefits to other
sectors in the economy once the workplace is changed. Another type of unrewarded benefit
is demand spillover – firms acting in the creative industries generate such benefits for
complementary products in other industries. The positive consequences of externalities are
both for beneficiary firms being able to increase their profits as well as for consumers.
According to Richard Caves, the creative industries have some common elements:
– demand for the creative products is uncertain because products are experimental
and consumers do not have a priori information(15); also, the obtained satisfaction
is subjective and intangible. Consumers have become richer and better educated
thus developing a taste for customised products; experimental consumption of
personalised products can be partly explained by decreasing prices and inelastic
demand for basic domestic goods. The higher the income the greater the
proportion of it spent on sophisticated and personalised goods and services.
Demand for these products presents an increasing marginal utility rather than a
decreasing one as it is the case of traditional goods (saturation expressed by
Gossen’s second law). Besides product personalisation, the improvement pace of
their quality accelerated as well(16).
– they become economically viable due to fields such as accounting or
marketing(17). However, there are projects that fail and sunk costs are recorded. In
other cases, focus on quality can lead to costs escalation when a product
completely differentiates form the others.
– the collective nature of creative production, the need to develop and maintain
creative teams with various skills;
– the great variety of creative products. Creative industries are in a continuous
anticipation and building of market;
– vertically differentiated skills(18);
– the need to coordinate different activities within a short or finite time horizon;
– the sustainable character of many cultural products and the producers’ capacity
to enjoy the benefits over a longer period after the production.
Risk and uncertainty generated within the creative industries lead to their industrial
organisation, through different activities and the establishment of unions and associations,
legal regulations to protect the creative producers, preparing auxiliary personnel as well as
intermediaries, agencies and state financing of certain industries. Nevertheless, it is
considered that organisation and excessive decentralisation of decisional processes can
result in prejudices to creativity(19).
However, companies acting in the creative industries are and will most often be
small companies because they cannot adapt to this industrial organisation and cannot surpass
the start-up phase. Usually, small and medium-sized companies are faced with problems of
management education, insufficient access to information, underdeveloped networks etc. At
other times the nature of these firms itself makes them optimally operate at small
dimensions on niche markets – for instance in designer fashion industries. On this type of
markets products are personalized and mass production induced by a large company could
not meet the requirements of the market. Lower costs products in this field – originating
form China for instance – will meet the requirements of others market segments; customers
usually do not want these products to be broadly available. This is why organisation can
differ from the one in the traditional economy; working practices can be based on individual
projects or commitment on the short term. Whence the increased flexibility of these
industries, despite the relative dissatisfaction due to instability and irregular working hours.
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These aspects are comprised by organisation knowledge spillovers, which together
with innovation knowledge spillovers and entrepreneurial knowledge spillovers make up
knowledge spillovers.
Moreover, the creative industries cannot develop without the existence of a
complex framework that can offer all the premises for success. This can be represented by
the four general elements, which can be further detailed into numerous articles (Brisbane’s
Creative Industries, 2003, p. 9):
– infrastructure (physical objects such as: buildings, studios, offices, technical
devices, telecommunications, production equipments etc.);
– links (distribution channels etc.);
– inputs (human skills such as: intellectual property, conceptual and planning skills
– preproduction – and technical skills);
– markets.
There are two explanations for the fact that most of the creative industries are small
companies (entrepreneurial knowledge spillovers): either the creation pace of these
companies (entrepreneurs) is faster than in other economic sectors or they face problems in
developing further from the start-up phase(20). By contrast, creative industries can have
positive externalities through innovation dissemination into the entire economy (innovation
knowledge spillovers). Also, we can talk about experiential knowledge spillovers and
interdisciplinary knowledge spillovers in the case of these unremunerated benefits.
Product externalities can be: complementary product spillovers and differentiated
product spillovers. The former can lead to the increase of demand for products in other
industries. The latter refer to the fact that external companies to the creative industries can
adapt a creative product to increase sales in their own industry.
Together positive knowledge and network externalities can be seized as follows:
market expanding spillovers – markets for complementary products can be created or
extended and market making spillovers – new and creative products can be created.
Lastly, with respect to network externalities they can be divided into agglomeration
spillovers and cluster spillovers. The former represent benefits that other firms will have
when they decide to locate near the group of firms in a creative industry. The latter are the
result of companies place nearby and interacting regularly but informally. These interactions
lead to the advent of some advantagesfor all firms in the cluster. It is unlikely that firms in
creative industries interact with other firms in the wider economy because they interact on
the basis of common, shared interests – for instance common clientele or technology.
Clusters form within the same supply chain or if they operate in the same industry.
The creative economy combines creativity with the commercial sense and research.
The development of the creative industries is directly linked to the dynamics of the new
economy, which becomes informational, global or networked (Castells, 2000, pp. 5-24). The
new economy is based on knowledge – intellectual property – and contributes to the welfare
of a nation. If the cultural industries were not substantial sources of revenues and economic
growth before, during the past few decades they led to the revival of many European regions
where the traditional industries had disappeared and left behind a desert landscape and a
decaying society. It is the case of Newcastle-Gateshead urban conglomerate in Great
Britain, former mining region; at present, this region is flourishing due to the development
of the creative industries, and examples can be offered from many other geographic regions
in this respect. It was thus proved that the creative industries have a major role in any
society through social inclusion, urban regeneration and personal motivation they generate.
Hundreds of years before arta and culture did not represent productive activities, even
though they used to have intrinsic value. Gateshead and Glasgow placed the creative
industries and the cultural activities in the centre of their development strategies.
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The survey of the Americans for the Arts study shows that Portsmouth, Virginia,
with a population of under 50,000 inhabitants is economically comparable to cities of over
100,000 inhabitants especially due to the weight of cultural and arts organisations. It was
also noticed that nonresidents spend approximately 31 USD at each cultural event, as
compared to 20 USD spent by residents. The existence of supply for such cultural
manifestations makes this town a touristic destination. It is worth mentioning that 66% of
those who take part in cultural events are nonresidents. The conclusion of the study is that
communities have started to recognise the creative industries, which historically never
happened at so large a scale. The revival of a town or region, just like in the case previously
presented case can happen due to arts and cultural vivification. However, according to Russ
Grazier Jr., President of Art-Speak, there is an inverse conditioning: in a strong economy
where there are massive investments cultural organisations flourish. At their turn, these
cultural organisations create welfare, transform the city in a destination and create other
business opportunities.
Authors such as John Howkins estimated that in 2000 the creative economy was
7% of the world economy. Similar figures wre obtained by the experts of World Bank, who
performed independent measurements over the same period. The creative economy is on the
increase, with a 5% increase rate in the world and substantially higher values in the USA
(14%) and the UK (12%).
The British DCMS on October 24th 2007 reveals the fact that in 2004 the creative
industries were 7.3% of the British gross value added, evolving by 5% from 1997 to 2004,
unlike the other economic fields, whose average increase rate was 3%. The same report
highlights the fact that for some industries the increase can be higher. Software and
computer games were the fastest growing industries – with 9% average increase (as
compared to the average rate of increase of the creative industries, of 5%); the contribution
to the gross value added was 36%.
Notes
(1) The term was initially used in 1997, but it was not meant to promote the creative
industries. Rather the British government wanted to rebrand these industries in Great
Britain.
(2) This list belongs to UK Creative Industries Task Force. It is orientative and is not
compulsory for all world economies. For instance, the creative industries classification in
Australia is the following 1. Heritage; 2. Arts; 3. Sport and Physical Recreation; 4. Other
Culture and Leisure. These four divisions are then further detailed into groups and then
classes.
(3) UK Creative Industries Task Force, 1997 cited in Brisbane’s Creative Industries 2003,
QUT Australia
(4) European Labour Force Survey in The Work Foundation, Staying Ahead: the Economic
Performance of the UK’s Creative Industries, DCMS, June 2007, Chapter 3
(5) Scott Lash and John Urry called this phenomenon “semiotisation of consumption”, and
Mike Featherstone “aestheticisation of everyday life” in Flew, Terry, Beyond ad hocery:
Defining Creative Industries presented at Cultural Sites, Cultural Theory, Cultural Policy,
The Second International Conference on Cultural Policy Research, Te Papa, Wellington,
New Zealand, 23-26 January 2002, pp. 2
(6) In China the transition from “Made in China” to “Created in China” is more and more
talked about. “Made in China” refers to products realised in multinational companies located
in China. The Chinese do not exert intellectual property rights over these products. “Created
in China” refers to products actually invented in China, such as national brands that
developed their own products. The transition from “Made in China” to “Created in China”
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represents one of the main objectives of the 11th Cincinal Plan. Inspite of the fact that China
made the first steps towards independent innovation, the transition is not over yet.
(7) Free reading is the situation when other persons benefit by a person’s ideas without
paying for them.
(8) The creative economy is subject to the law of increasing returns, unlike the Ricardian
economy, subject to decreasing returns. The creative economy involves less capital and
equipments; transactional costs are lower.
(9) At present, in Great Britain investments in intangibles exceed investments in tangible
assets.
(10) An interesting aspect which differentiates the two types of cultural industries is that the
traditional approach to culture and arts claims public support in the conditions of market
failure and inefficient allocation of resources. At the opposite side are the well developed
cultural industries such as television, which are subjected to specific regulations for market
failures reasons. Nontheless, focus should not be on the optimal resources allocation but on
innovation resources identification and change.
(11) The new economy, according to the OECD report in 2000 A NewEconomy? The
Changing Role of Innovation and Information Technology in Growth is the association
between sustainable and noninflationary growth with massive investments in ICT and
economic restructuring.
(12) European Labour Force Survey in The Work Foundation, Staying Ahead: the Economic
Performance of the UK’s Creative Industries, DCMS, June 2007, Chapter 5
(13) The intellectual property rights emerged in the digital world also by dint of certain
systems such as DRM (Digital Rights Management); this system allows the producers to set
usage restrictions on the copyright material.
(14) The distinction was first made in 1996 by A.B.Jaffe in Economic analysis of research
spillovers implications for the advanced technology program.
(15) According to Michael Darby and Edi Karni they are called “credence goods”, whose
characteristics cannot be perfectly identified even after consumption Louis Levy-Garboua
and Claude Montmarquette suggest that on the cultural markets consumers are not conscious
of their true tastes. Moreover, they evolve within a nonsystematic continuous learning
process through repeated experiences; this process can be infinite especially because of the
supply diverisity. The supply of creative industries, on the other hand, is not always based
on a well-established scientific or technical bases; on the contrary, the creation and learning
process becomes intuitive, iterative and trial-based (trial and error); it is neither analytical
nor explicit.
(16) The migration from satisfying basic needs to meeting lofty wants was explained both
by Abraham Maslow, through the escalation of the needs pyramid once the basic needs were
satisfied, going on to aesthetic needs and self-accomplishments, and by Ronald Inglehart,
who considered that the transformation is due to the safety and prosperity increase in the
aftermath economy, characterised by the willl to participate and express themselves.
Consumption becomes a way of self expression and individuality exertion within which
artistic, creative and cultural expressions are essential. Sociologist Giddens considers that
individuals express their identity by means of their choices. The choice framework has been
recently governed by the short term and the lack of constraints, according to Oxford
University-Avner Offer.
(17) There is a direct link and interference of social networks with emerging practices in
creative industries such as: journalism, advertising, marketing communication and public
relations. Such practices are meant to allow and facilitate the adaptation of the creative
industries and implicitly of the creative classes to the new global environment which is
characterised by a participative media culture where genuine culture coexists with the
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so-called Internet subculture (Deuze, Mark, Convergence culture in the creative industries,
in International Journal of Cultural Studies.2007; 10: 243-263).
(18) According to Richard Caves, ”A list/B list”
(19) European Labour Force Survey in The Work Foundation, Staying Ahead: the Economic
Performance of the UK’s Creative Industries, DCMS, June 2007, Chapter 5, p. 142
(20) Churn of firms – the rate of companies entering or exiting the market.
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Abstract. During the accession negotiations, the assumption of the candidate
countries was that the European Union had a ready model of transformation that candidate
countries could follow. For many negotiation chapters – such as, for example, regulations
regarding competition or environmental protection – this assumption was accurate.
However, in other cases, such as regulations regarding the reform of administrative
structures, the acquis did not specify a clear model. As a result, during Romania’s
accession, at least two models of administrative reform were proposed. On the one hand, the
EU tried to legislate a Weberian-Wilsonian model of public administration. On the other
hand, in one casesdocumented by this paper, the EU indirectly led to the establishment of a
different model, that of “multilevel governance”. In this paper, I will describe and analyze
the model of multilevel governance. In the end, I will argue that the existence of several
criteria for administrative reform was not a coincidence, as it reflected the present situation
within the European Union.
Key words: The European Model of Integration; Regional Governance; Analysis of
Governmental Intervention; Public Administration; Economics and Sociology.
REL Codes: 20C; 5G; 13C;
Introduction
The administrative component of the accession into the EU has received less
attention compared to other, more visible accession chapters such as those devoted to
economic issues. Administrative integration, however, is one of the most important topics
because most public policies depend on the way in which public administration does its job.
Almost by definition, any public policy – be it economic, social, or cultural – requires a
certain amount of state intervention. In addition, since membership into the EU entitles
member states to have access to structural funds, the capacity to obtain and efficiently spend
such structural funds is a key issue. In both these respects, the way in which public
administration is organized is of crucial importance.
The EU has recognized, from very early on, that the reform of the post-communist
governance structures was a key issue for the success of the enlargement process. However,
the task of state reform proved to be anything but easy. During EU accession, the official
policy of the EU was to transform the post-communist state into an independent, apolitical
Weberian-style bureaucracy characterized by insulation from politics, meritocratic criteria
for advancement, and professionalization (Evans, 1995; Hood, 1995). However, to date the
results of this policy are largely unsatisfactory, especially from the perspective of de-
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politicization (Meyer-Sahling, 2004). Most post-communist bureaucracies resisted the
administrative reform imposed by the EU and continued the long administrative traditions
characterized by politicization and corruption.
The difficulties experienced by the official EU policy did not mean, however, that the
EU failed to generate positive administrative change. What the present study finds is that the
changes that the EU produced were largely unintended and depended on the level of EU
involvement in a particular policy area. Indeed, when we examine the policy areas where the EU
was greatly involved, the implicit model of state transformation departed quite radically from the
official policy. Instead of a Weberian model of state bureaucracy, what often resulted was a model
of multilevel governance. This new type of governance was based on three main elements. First,
there were efforts to make public service provision more “efficient” by incorporating business and
managerialist practices. Second, there were attempts to create “multilevel governance” by
decentralizing power to localities and communities. Third, in response to the fragmentation
induced by marketization and decentralization, the central state developed regulatory standards to
make subunits more accountable.
On close examination, this should not be surprising. The EU is almost by definition
a political entity characterized by multilevel governance. Because of its limited capacity to
exert direct control over member states, the EU central bureaucracy has always been
separated from direct enforcement (Moran, 2002). Although one of the most important
objectives of the accession process was to transform post-communist state apparatuses into
insulated and meritocratic bureaucracies, integration with EU governance mechanisms was
bound to send a different signal. For example, accessing EU structural funds requires
regionalization; the principle of subsidiarity, according to which local communities are the
primary sites for government, is likely to produce territorial decentralization.
This study examines a Romanian policy sector – child protection policy – where
the EU presence and influence have been profound. Examining the history of this policy
sector gives us important insights into the influence of EU on accession states’
administrative policies.
Case study: The Romanian agency for child protection
The first post-communist years
Like other communist countries, the Romanian system of child protection
manifested a strong preference for institutionalization. Among the total number of children
in the custody of the state, almost ninety percent were housed in institutions. Romanian
authorities frequently encouraged families to send their children to stay in institutions for
unspecified amounts of time (Zamfir, 1997). Adoption and foster care were systematically
discouraged.
The Romanian child protection reform had two main components. First, the reform
aimed at deinstitutionalization and at consequent placement of state-supported children in a
family environment, either through reintegration into children’s natural families or
alternative methods such as foster care or familial homes. The other major feature of the
reform was the wholesale restructuring of the state following strategies such as
decentralization, deregulation, and competitive tendering, followed by re-regulation based
on enforcement of quality standards and licensing.
Shortly after the Revolution of 1989, Romanian and international media
“discovered” the neglect of Romanian child protection institutions. Images of sick and
maltreated children toured the world and provoked a huge international response. Many nongovernmental organizations and several international bodies (especially UNICEF) became
involved in the attempt to redress the situation (Zamfir, 1997). By 1994, no less than 400
NGOs working in the child protection area had registered with the government, but their
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number was likely much higher, given that many organizations never contacted state
authorities (Roth, 1999).
The first major institutional change to take place in the child protection field was
the establishment in 1993 of the National Committee for Child Protection (CNPC). That
state structure emerged, in part, following intense pressure from the European Commission.
At its suggestion, the CNPC was created as an inter-ministerial committee with
responsibilities in coordinating both humanitarian assistance and institutional reform,
although, over time, the accent fell ever harder on the latter aspect. The CNPC was
subordinated directly under the Prime Minister and did not have a separate budget, but it did
have access to a “special fund” for reform.
The expectations of most civil society actors and representatives of international
institutions were for a rapid deinstitutionalization. The CNPC could not deliver on those
expectations, however, because internal and external difficulties marred its activity.
Internally, the CNPC had difficulty in reaching decisions because ministries kept changing
the officials they delegated to the meetings. Externally, the CNPC relationship with other
governmental entities was one of grudging acceptance at best. Although they sent
representatives into the CNPC, the ministries that had child protection institutions under
their jurisdiction (Health, Labor, and Education) felt positively uneasy about the role of the
CNPC, fearful that it would step into their area of responsibility.
The Reform of 1997
Shortly after the start of the accession negotiations, the EU applied renewed
pressure to reform the child protection system. This time around, the pressure proved much
more effective because the EU could now attach sanctions to the failure to abide by its
recommendations. In January 1997, the Department for Child Protection (DPC), a new
central structure, replaced the old CNPC.
The new Department for Child Protection was no longer, as the CNPC had been, an
inter-ministerial body. It had a permanent staff, which was clearly a step forward compared to the
CNPC. In June 1997, at a government meeting, the new DPC leader was able to pass into law two
Emergency Ordinances, no. 25 and 26 (Guvernul, 1997). These two ordinances fundamentally
reconfigured the child protection system. Ordinance 26 took all the child institutions formerly
subordinated to the ministries of Education, Health, and Labor, and gave their jurisdiction to newly
established County Departments for Child Protection (DJPCs). The new county Departments were
to be local executive bodies directly subordinated to local parliaments. They were charged with
administrating the institutions and initiating the reform, consisting in deinstitutionalization and
creation of alternative services.
What was particularly striking about the 1997 reform was the pronounced networked
character of the resulting authority structure. Instead of the typical bureaucratic structure with a
strong center and subordinated county branches, county DPCs emerged as independent entities
answerable only to commissions established by County Councils. Their relationship to the
central DPC was not one of direct subordination, but one of “coordination”. The great novelty
of the 1997 reform, therefore, was that against the will of mainstream state bureaucracy, and
arguably, for the first time during Romanian post-communist history, a policy sector was being
reorganized as a network governance structure.
The 1997-2000 period
The DPC had powerful allies and held the sympathy of the policy community.
NGOs and policy experts regarded the new leadership as dynamic, energetic, and
resourceful, and they responded to its call for help. For at least two years, various NGO
members and experts worked at the DPC headquarters, mostly without being DPC
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employees. Given that a transfer to the DPC would have meant a drastic reduction in pay for
NGO members, the DPC leadership strove to provide them with adequate financial
compensation. The European Union also reacted positively to the 1997 reformi.
Ordinance no. 26, however, had a major deficiency. It ran against the principles
governing the Romanian public finances. Romania had inherited from the Communist
regime a budgetary system overwhelmingly skewed towards the central budget and biased
against local budgets. What Ordinance no. 26 had done was to transfer the responsibility for
financing the very costly child protection system from central ministries - directly funded
from the central budget - to local municipalities funded from meager local budgets. Before
long, counties nearly suffocated under the new hefty burden.. By 1999, even money for food
and heating became scarce, and the situation became so desperate that the Prime Minister
asked for help from the European Commission.
What followed was a step back. The European Commission accepted the Romanian
call for help, but relabeled the funds originally earmarked for the PHARE grant on
institutional reform as an emergency humanitarian program. The EU then launched an
investigation in order to assess the situation in the large institutions. The inspection visited
120 institutions and found that nutrition was below the government’s own standards,
housing conditions were poor, and staff training was substandard (OMAS, 1999)ii. EU
officials based in Romania reacted very negatively to this news. The head of the EC
Delegation in Bucharest declared unofficially that the EU was fed up with giving money to
the Romanians with no apparent effect (Vlasceanu, 1999). At the EU conference held in
Helsinki in December 1999, EU officials communicated in no uncertain terms that
Romania’s bid to join the EU would not be considered until Romania dealt with its child
protection problem (Dickens, Groza, 2004). The 1999 annual report of the European
Commission stated that Romania was in danger of falling out of status vis-à-vis political
criteria if the Romanian authorities did not deal promptly with the crisis in its child
institutions (Commission, 1999).
The rise of the multilevel governance state (2000-2005)
After 1999, several changes took place in rapid succession. In reaction to the fiscal crisis
of 1999, significant amounts of money for institutional reform flowed into the system, and the
Authority was in a position to exert more control over the counties. It did so in a double posture: as
a direct provider of funding and – especially – as an intermediary for EU grants.
The added amount of the two sources of funding increased spectacularly. If in 1997
the agency’s budget was about 7.6 million euros, in 2001 it was ten times larger, at 72
million euros. By 2005, the agecy’s budget had increased about another seven times, totaling
almost 400 million eurosiii. This was no longer a skimpy budget, and the Authority started
issuing its own competitive granting calls for institutional reform, dubbed Programs of
National Interest (PINs), which were independent of normal budgetary allotments. In
essence, the Authority copied the competitive tendering model used by the Europeans and
used it as an added incentive for reform. With this increased funding levels coming their
way, the counties could – and did – accomplish goals previously unreachable.
The post-2000 period also witnessed an increased preoccupation with creating and
enforcing quality standards. The Romanians learned about creating and enforcing standards
by looking at the British child protection system, which is a representative case of neoliberal
reforms. Since 2000, a flurry of Orders elaborated by the Authority started defining
standards aimed to regulate the entire gamut of child protection services. By 2005, 22
standards were already approved for as many types of social services offered by DJPCs.
The end of 2005 brought another development specific to an increased regulatory
role of the central agency, namely licensing. Beginning in the fall of 2005, all entities
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operating child protection services were required to obtain a renewable license from the
Authority, regardless of their status as state entity (DJPC, for example) or private (NGO).
Results: Deinstitutionalization and decentralization
The official circles consider the Romanian child protection reform an unqualified
success. In its 2005 annual report, the European Commission praised the reform in an
unequivocal way:
“The progress in the field of child protection has been widely acknowledged by the
Independent Panel of Experts on Family Law of EU Member States in May 2005 is regarded
as satisfactory in relation to Member States’ best practices” (Commission, 2005: pp. 17).
From the perspective of deinstitutionalization and emergence of alternative forms of
care, the available data initially appear to support the official appraisal of the reform.
Whereas in 1989 close to ninety percent of abandoned children were institutionalized, in
2005 this proportion was only forty percent, the rest of sixty percent being placed in families
or alternative services (ANPDC, 2005). By the end of 2003, out of 691 institutions, only 259
were old-style large institutions (IMAS, 2004: pp. 47).
Accompanying the decrease in the number of institutionalized children was a
marked increase in family (and family-type) placement and the development of alternative
services. The following table provides a clear representation of the scope of these
transformations:
The proportion of the various types of child protection
Table 1
1996 1997 1998 1999
Number of children in public
79% 77% 69% 53%
placement centers
Number of children in private
0%
0%
0%
6%
placement centers
Number of children protected
21% 23% 30% 36%
by other family/persons
Number of children protected
in maternal assistance/foster
0%
0%
1%
5%
care
Source: Calculated by the author from ANPDC, 2005

2000

2001

2002

2003

2004

2005

61%

52%

44%

38%

33%

33%

4%

5%

6%

7%

7%

7%

29%

33%

37%

39%

41%

41%

6%

10%

13%

16%

19%

19%

It is interesting to note that in 1996, in spite of sustained efforts, the proportion of
institutionalized children still hovered around 80%, a figure not very different from the
communist times. The subsequent large decrease in this proportion appears as a definite
success. Another success is, without doubt, the increased proportion of children cared for by
professional maternal assistants, since these are considered DJPC personnel, are paid by the
DJPC, and undergo extensive training procedures. Most of these professional foster parents
were hired after 2000, when the new child protection strategies fully came into effect.
A closer look, however, reveals several potential problems that darken the buoyant
picture painted by the numbers above. As shown in Table 1, a large majority of the children
released from institutions were either “reintegrated” into their natural families or entrusted
to relatives (together, these two categories comprised 40% of the total number of statesupported children in 2005). If the receiving families – most of which are poor – do not
receive adequate support, the deinstitutionalization program may turn out to be highly
ineffective – poor families will continue to bring their children back to institutions.
Unfortunately, the available data indicates that the level of support was quite low. In a
survey of families who had taken their children back (IMAS 2004), only a quarter said they
received counseling, while half of the families said they did not receive any material support.
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Finally, some children were returned to their homes without their parents making any specific
request. In the case of the placement with the extended family, things were somewhat better, as
80% of respondents declared they received some sort of material support.
Also, the state system that emerged in the child protection sector tended to generate
inter-county inequality. The competitive tendering model proposed by the reformers and
endorsed by the EU ignored regional differences and created deep structural inequalities.
Normal allotments from the central budget could cover only expenses incurred by the daily
maintenance of institutions. Thus, the child protection reform proper (de-institutionalization
and creation of alternative services) was done mostly with supplementary funds – foreign
and central government grants competitively selected (IMAS, 2004, p. 32). The competitive
granting model created inequalities precisely because it was based on competition. In this
competition, counties did not start on an equal footing. There were two main sources of
inter-county inequality that the competitive granting disregarded: technical capacity and
regional disparities in economic growth.
First, DJPCs had to be able to write competitive grant proposals and demonstrate that
they had adequate human and material resources to implement projects. That, in turn, depended on
the number of specialists that each county department had at its disposal. Naturally, the counties
having greater concentrations of specialists, especially the counties where large universities were
located, had the upper hand during the bidding process. Consequently, the differences between
counties that accessed all the consecutive PHARE programs and the others are quite remarkable.
Secondly, DJPCs from more economically developed regions were able to access larger amounts
of funds simply because the county budgets were larger, but also because donations from the
business environment were more numerous and because more NGOs were located in these
regions. The disparities between the more developed Western counties and the poorer regions in
the South are consequently glaring.
Although reformers did not initially perceive inequality as a problematic issue, at a
later point the large regional inequalities spurred by the reform became a point of concern
for the EU. In its annual report for 2002, the European Commission blamed the
discrepancies among counties on the lack of national standards and the failure of the central
agency to perform inspections at the local level (Commission, 2002, p. 30). Consequently,
the Commission indicated spreading the knowledge on the best practices of child protection
as one solution to evening out regional disparities (Commission, 2003, p. 23).
Conclusion: EU integration and state reform
The available evidence shows that the process of joining the EU has been one of
the most important factors for post-communist state transformation. The EU exerted a
powerful influence through political pressure and funding. It did so, however, in a manner
that did not correspond to its official policy. Instead of a classical Weberian bureaucracy, the
result was a multivel governance structure. How can we explain this discrepancy?
The main reason the EU should push toward this style of governance has to do with
its internal structure. Lacking administrative subunits – as national governments still
administer policy in their countries– the EU always operated as a regulatory network
structure. Moreover, the ideology that currently reigns supreme within EU circles is
emphasizing regionalism, decentralization, and “multi-level” governance. It is hardly
surprising, therefore, that at the level of concrete policy the EU should manifest an evident
preference for post-bureaucratic forms of government – in stark contrast to its avowed goal
to “Weberianize” post-communist bureaucracies. In fact, there is mounting evidence that the
EU has sparked post-bureaucratic reforms in other post-communist countries. One case in
point is regionalization and decentralization. The EU has specifically asked Bulgaria, Czech
Republic, and Slovakia to establish decentralized and regionalized administrative structures
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in order to access EU structural funds (Brusis, 2002, p. 542). Since the acquis communitaire
specifies that EU structural funds are to be regionally allocated using the NUTS scheme of
classification (Ferry, 2003), all post-communist candidate countries felt the pressure to
create subnational administrative regions.
Notes
(1) In its annual report issued in 1998, the Commission considered that” There has been a
positive change in government policy on child protection and a new determination to care
for this vulnerable section of society” (European Commission, 1998: 10)
(2) Cited in Dickens and Groza, 2004
(3) These figures were kindly provided by the Accounting Department of the ANPDC
(4) The EU has signaled regional inequalities as early as 2002
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Abstract,. Nowadays, franchise is the way to do business at the fastest pace in the
world. More than 600,000 franchise business activities are spread all over the American continent
generating sales of one trillion dollars. Over 40% of the US retail trade in products and services are achieved
by franchises. A new franchise opens somewhere in the US every 12 minutes. Franchise is surely the success
story of this decade.
Romania is represented on this list by 171 franchise networks, with brands
originating from 21 countries and the turnover was 800,000,000 Euros at the end of 2005,
enevenly distributed by sectors of activity. It is interesting to note that although the industry
networks are only 3.5% oof th total networks, they contribute with 43.6% in the turnover
obtained in franchise system.
Therefore, franchising can and should be a successful attempt both for the
franchised and franchisers, for those who are driven by ethics, passion, vision and
innovation, for those who want to franchise or develop the franchise network
Key words: franchise; explanatory research; international affairs; correlations,
simulation.
REL Codes: 14A
“If one could know where one is and how one has got there, one could see one’s
goals and if the results in one’s way are not acceptable, then a proper change should be
made” – Abraham Lincoln.
The world we live in is a world of interdependences. Activities at microeconomic
level are conditioned by phenomena and processes that occur at world economic level.
Large enterprises can no longer be profitable if they confine to exporting goods produced in
their own countries, they must invest abroad, where they benefit from the best conditiins.
Therefore knowing various foreign economic environments, world market’s main trends,
world economy’s dimensions and investment flows and their nature in foreign trade is the
sine qua non condition of business success. (Barry J.- Globalisations and interdependence in
the international political economy, London,1995).
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Nowadays, franchise is the way to do business at the fastest pace in the world. More
than 600,000 franchise business activities are spread all over the American continent
generating sales of one trillion dollars. Over 40% of the US retail trade in products and
services are achieved by franchises. A new franchise opens somewhere in the US every 12
minutes. Franchise is surely the success story of this decade. (w.w.w franchise. org-IMOFranchising Group.com .).
The currently improved figures show the following situation:
1. USA
2. CANADA
3. JAPAN
4. AUSTRALIA
5. NEW ZEALAND
6. EUROPE

* 800,000 FRANCHISED UNITS
* 30,000 FRANCHISED UNITS
*290,000 FRANCHISED UNITS
*50,OOO FRANCHISED UNITS
* 14,000 FRANCHISED UNITS
*300,000 FRANCHISED UNITS

Source: Franchise World , 2006.
Franchise Europe that summarised a list taken from over 5,000 franchises operating
on the continent, reaching an estimated turnover of US$ 200 billion. The figures show that
the European potential is much higher, as in Japan alone there are 290,000 ,franchised
units.(Franchise World, 2006).
Nowadays, a successful manager cannot be the one who limits themselves within a
certain microeconomic environment, being unable to see beyond the surface. Any country,
no matter how rich, cannot isolate from the rest of the world and solve the problems it faces
on its own, denying the international context. (David F. - Les echanges commerciaux dans la
nouvelle economie mondiale, Press Universitaires, Paris,1994).
Thus, globalization has become an objective, implacable process that occurs very fast,
comprising the quasi-totality of the world states, which represents a probably irreversible fact and
any country that seriously prepares its future sees itself obliged to interfere with the former. The
economic dimension of globalization is undoubtedly very important, as it is one of the causes of
and the moving force in the globalization processes in all fields of activity, it has become a
fashionable term, lately used in political, publishing, scientific debates in an inflationary way
which is regarded on one hand as a “threat” and an “opportunity” on the other. (Dumitrescu S.Economie mondiala, Ed. Independenta Economica,Pitesti,2003).
And since the globalization term is so complex, it should be debated upon at the
level of its dimensions. (Dumitrescu S.-Economie mondiala, Ed. Independenta Economica,
Pitesti, 2003).
Examples of globalization dimensions can be easily taken from daily press, where
economic dimension is more than often a headline. The huge increase in integrated trade at
transnational level, local level competition between states and regions, national economies’
end are just a few examples of globalization’s economic dimension.
A part of that economic dimension of the globalization process is rendered by
franchising operations.
Being almost 150 years old, this way to launch into business has overtaken the entire
world. The system combines the efforts of an independent businessman who financially
contributes with some of their savings to the motivations of a man who is the boss of their own
activity, yet who benefits from the experience of a powerful partner whose protection they receive
against a certain percentage of the profit made. (Rudnick Levis- Investigheaza inainte de a investi,
Ed. Asociatia Internationala de Franchising, Washinton, 1986).
Historically speaking, the system dates back in the Middle Ages when the Catholic
Church institutionalized the tax collectors and became larger and diverse in the USA, where
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it was the Americans that defined the new distribution form as “franchising”, starting from
the word “franc” of French origin: “authorization”, “licence”. The success and particularly
the profitability of the system in the first half of the century made possible the occurrence of
many dilettantes and adventurers, and many systems of growing rich, starting in 1960. the
trust in the system was shaken, especially in the USA, but after 30 years of quest, regulation
and organization, franchising went on its spectacular way as a distribution means in the
fields of food safety, car rentals, hotels, real estates, clothing etc. (French Franchise
Federation, Paris, 1999).
The French Normalization Association defines “franchise” as “a collaboration method
between a franchising enterprise on one hand and one or several benefiting enterprises on the
other. Franchise firstly involves that the franchising enterprise possess one or several ways to
attract customers as well as have transferable know-how to the benefiting enterprises”.
International companies prefer franchise because it is difficult to manage such a
business system from a distance and to create a network of low-cost locations. Once a
franchise is offered, the respective company gets rid of worries such as finding locations,
customers’ stress, operation expenses, attracting its franchisees’ capital into its influential
scope, growing investments and profits.
The international brands that offer franchises also have in mind their products and
services’ expansion while maintaining distribution cost. Other advantages might be the
saving of advertising budgets partly paid by franchisees or the local experience of
franchisees which is equally important. Thus, franchise can be called as the “guru of
trends”, John Naisbitt, stated: “the most successful marketing concept ever”.
Irrespective of the differences described above, certain common elements can emerge,
namely the franchising system implies the existence of an individual or business called franchiser who
has set up a certain production process or a certain method of doing business in goods or services ; the
franchiser looks for independent enterprisers that are willing and able to promote the former’s
processes or method, granting them the right and licence necessary for the production or marketing of
the respective goods and services ; this type of business differentiates itself from a mere concession by
the fact that there is a permanent collaboration between the franchiser and the franchisee which the
system cannot function without, even if they represent different juridical entities, but having equal
rights; the franchiser transfers their experience to the franchisee , trains the latter, willingly provides
them with the know-how system, including the advertising models, supply and distribution networks,
assists them whenever and wherever necessary in order to reach success.
Franchise has shortly become a well-known phenomenon in Romania. Its
development speed and insertion into many sectors of the economy make rank franchise
high in academic and business research. The phenomenon herein is much more complex, as
the Romanian people generally has unfavourable self-concepts: individual and mass lack of
respect (Heintz, 2005).
In this context, the most suitable solution to harmonize divergent interests has been
rendered by franchise, which before 1989 used to be a term associated with exploiting and uneven
capitalism. Fof this reason the term “franchise” itself had to be made known among consumers. At
present, franchise has become the quality guarantee of the Romanians’ shopping, a thing that is
being researched in many other countries (Dant, and Wortzel, 1995).
At this point, in order to develop franchise networks, Romania has lined up with
emergent markets, according to both the economic growth level and the market phenomena.
The most used entrance market method is master franchise. (Welsh, Alon and Falbe, 2006).
Romania’s situation does not seem to be atypical as regards the development of
franchise networks. Whereas W. Metzger is considered the first one to have been franchised
in automobile trade, with the right in 1898 to sell steam automobiles manufactured by
General Motors, in Romania, after 73 years, the first commercial contract including
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franchise elements was concluded by Hertz Company with Automobil Clubul Roman, in
1975. the contract was an isolated one in the Romanian socialist economy. Yet there are
similarities with the economies of the former communist countries. For example, franchise
as a form of business development occurred in Bulgaria 25 years ago. The first franchise
contracts were signed in the 1970’s with Novotel, Sheraton, Hertz, Pepsi-Cola,Coca-Cola.
After 1990, Romania’s first forms of contracts akin to the traditional franchise one were
concluded in the fields of distribution and affiliation. The first franchise companies emerged on the
market during 1992-1993 in the production sector : Coca- Cola and pepsi-Cola.
Here too Romania followed a pattern similar to the ones in the countries that had
recently got rid of the communist regime. Thus, more than half of the franchise chains in
Bulgaria have entered the market during the last 5-6 years. The foreign franchisers usually
have their own units in Bulgaria and do not grant the franchise rights to the franchisees.
Since the Bulgarian market is small as compared to other markets, the franchisers grant
master franchises for the entire region (the Balcanians or Eastern Europe) to the companies
from Western Europe. Similarly, at present there are around 400 franchise business activities
in Hungary and half of them are foreign. The McDonald’s fast-food restaurants chain can be
considered the leader of franchisers in the field not only in Hungary, but also in all Central
and Eastern Europe, successfully pursuing a transnational development strategy.Other
successful franchises are: Pizza Hut, KFC, Burger King.
In late 2005, more than 200 networks were present in Poland (20% more than
2004), including 12,000 franchised units and more than 13,000 employees. Most franchise
systems come from the European Union (61.9%) and the largest networks come from the
USA, France and Germany. The world famous American franchises were the first to come
to Poland, makink the concept popular. The first franchiser in Poland was McDonald’s in
1992 and now it is the most frequent fast-food restaurants chain (207 restaurants, 166 are
McDonald’s property and 41 are subfranchised).(Business Poland,2006).
An economic growth took place in Romania during 1994-1996 and a lot of foreign
companies entered the Romanian market. The first classic franchise to enter Romania was
McDonald’s, in 1995. These franchise recorded results comparable to those at world level.
The surveys accomplished in the field all throughout the years show that franchise currently
exists in more than 80 different fields of activity, yet there is no such thing as a universally
applicable form as to the way of doing business. A survey made by International Franchise
Association shows that 18% of the franchise systems are in the fast-food field and 11% in
non-specialized distribution.
Being in the launching/developing stage, the franchise field in Romania is part of the
world trend. On 31st May 2005 the number of brands in Romania on a franchise contract basis was
171, of which 35 were national. (the Association of Franchise networks in Romania)
As well as in many countries in Central and Eastern Europe, the most and the
widest franchises take place in distribution. Sevices companies rank next (finance, hotels,
advertising). Those in production are scanty due to the high market entrance cost.
• distribution – fashion, jewelry, electric and electronic products, petrol products –
87 networks;
• services – finance, hotels, advertising, human resources – 78 networks;
• industry – fur clothing, refreshments, building materials – 6 networks.
(ARFR)
The development of those franchise networks do not involve high investment and
their contribution in added value is not spectacular either. That business serves the private
interests of enterprises more than Romania’s macroeconomic objectives.
The US Department of Commercial Studies reports that less than 5% of the
franchise business interrupted their activity or failed in any year after 1974. The statistics
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are really impressive when compared to the estimated small business failures that vary from
30% to 65%,depending on their source.
Romania is represented by 171 franchise networks, with brands originating from
21 countries and the turnover was 800,000,000 Euros at the end of 2005, enevenly
distributed by sectors of activity. It is interesting to note that although the industry networks
are only 3.5% oof th total networks, they contribute with 43.6% in the turnover obtained in
franchise system.
Therefore, franchising can and should be a successful attempt both for the
franchised and franchisers, for those who are driven by ethics, passion, vision and
innovation, for those who want to franchise or develop the franchise network.
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Abstract. The classic economists'arguments, ADAM SMITH and DAVID
RICARDO, to demonstrate the advantajes of the inter-nations trade may be useful to
enforce the advantages of economic integration.
The Economic Union implies a high degree of concordance of the taxes and
curency politics, and the economic integration implies the appearance of some supernational autorities, which are going to adopt decisions concerning these politics.
Romania, as a new member of the European Union, has to transcend the phases of the
post-adheration period, and fulfill the foresights of the Treaty regarding economic convergence.
The article proposes a short presentation of the Treaty's foresights, as well as the
way they are being applied by the Central-European Bank, regarding the quantification of
the obligement index evolution, of the prices' stability, of the budgetary fonds and the rate
of long term interests.
There are presented the results of Romania's economy in the first semester of this year
and a projection of the evolution of the main macro-economic indexes.
This analysis is made in the context of the relationship between the convergence
criteria and the cohesion politic of UE.
The authors'purpose is to overlook the experience of the Central and East
European countries in the domain of socio-economic cohesion and to emphasize the
progresses and the failures of Romania.
The sustenability of favorable economic evolution is also beingemphasized, but this
is influenced by a solid starting position and by the implementation of long-term adequate
political measures.
The conclusions of this study reenforce the necessity to fulfill the convergence
criteria in the context of the foresights concerning PIB evolution and the inflation rate.
Key words: economic growth; convergence and social cohesin in the European
model.
REL Codes: 20F
I. Introduction. General presentation
Economic integration means crossing over all the obstacles between at least two
involved nations and establishing certain cooperation elements and their coordination. There
are different forms of integration and the E.U. is on of them.
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The terms of “economic integration” may refer to a variety of nations. It may refer
to the integration of a small company into a larger corporation, but it may assume also a
spatial aspect, for example when referring to the integration of a regional economy into a
national one. In the case of EU, economic integration is always used in a respectful way
regarding the international economic relationships in order to show the combination between
the economies of a number of suzerain states in a single entity.
Romania is the first country from Eastern and Central Europe that established
official relations with the European Community: an agreement that includes Romania in the
Community of Generalized System of Preferences was signed in 1974 and an agreement of
Industrial Products was signed in 1980. The diplomatic relations between Romania and the
EU started in 1990.
Nowadays, ten month after the adhere… Romania is still progressing towards a
functional economy and the perspectives have improved considerably. Total implementation of
the planned measures, connected with the complexity of the reform’s agenda should allow
Romania to be able to face the competitive pressure and market forces from the Union. Significant
progress regarding the stability at macroeconomic level has been reached in the last years. A fitted
strategy remains the reduction of inflation while the economic development continues and the
external position is sustained. Considerable progress has been made in order to create the market
institutions that were needed. The progress of the legislation in the banking system, the
improvement in the leadership of financial market and the progress in the privatization have
increased the financial discipline of the companies. The liberalization of combined trade last year
and the semnificative change in the energy costs, as well as the reform in taxation system were
able to ensure a more efficient allocation of resources.
II. The economic convergence form BCE point of view
BCE uses a common frame of analysis in order to examine the process of economic
convergence, frame that is being applied to each country.
The basis of this common frame is, on one hand, the Treaty and the ways to apply it
by the BCE regarding the evolution of prices, budgets and indebdtment index, as well as
exchange courses (currency rates), long term interest rates and other relevant factors. On the
other hand, the frame is based on a series of preventive and retrospective economic indexes
that are being considered to be useful for the analysis of the sustainability of the
convergence process.
The article is based on some principles from the precedent BCE reports (that had
previously been published by the European Monetary Institute), in order to ensure the
equality and continuity of the treatment. BCE uses some directory principles to apply the
convergence criteria primarily the individual criteria are being strictly applied. In relation
with this principle, the main objective of the criteria is to be the guaranty of the fact that
only member states whose economic conditions are favorable for the maintenance of prices
and euro regions unity are being authorized to take part in this. Secondly, taking into
account the fact that they form an integrate end coherent system; the convergence criteria
must be completely respected.
The Treaty does not suggest the establishment of some criteria hierarchy, these
being considered equal. In the third place, the convergence criteria must be fulfilled based
on effective information. In the fourth place the appliance of the convergence criteria must
be simple, transparent end unalterable. The idea that the convergence process must be
accomplished in a durable manner, end not for only one moment, must be underlined.
This is the reason why in the country report a special attention is being paid to the
sustainability of the convergence.
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The economic evolutions of the member EU states are being analyzed
retrospectively the last decade being taken into consideration. This type of analysis permits
the efficient determination of the degree of influence of the real structural adjustment upon
the present accomplishments. This must lead to a better evolution of the sustainable
character of economic convergence.
A preventive approchment is adapted if possible. In this context, a special attention
is played to the fact that the sustainability of economic favorable evolution depends on the
appliance of adequate durable political measures, on answer for present ant future
challenges. Generally, the fact that the insurance of economic sustainable convergence
depends on the realization of a soiled starting position end on politics applied after euro
currency had been adopted is being underlined.
III. Macro-economic revision for 2007-2013 period in Romania
Economic previsions for 2007-2013 in Romania are based on the hypothesis that
the business environment will remain stable, end the economic progress of the main
commercial partners of Romania will not decrease. The adherence to the EU will accelerate
the social end economic development of Romania. The internal resources of capital (stock)
end labor force are necessary to sustain a continuous, sustainable, growth, related to the
trend at universal levels, like: globalization, IT and Communication technologies, the
insurance of environment conservation.
According to macro-economic previsions of CNP, the GPB of Romania will increase by
5,7% per cent, existing the possibility to record over medium prates in the beginning of the period.
The consequence will be the decrease of economic and social differences between Romania and
EU member states. From the point of view of internal offers, it’s estimated that the increase rate
will be higher compared to the one of GPB in construction and services. The support for the
recording of a high rate of increasement in economy will be represented by the internal request,
mainly by the request of investments, based on the hypothesis of on important flux of foreign
investments and on the absorption of communitary funds.
An important condition for the accelerated economic development is the
exploitation of the internal increasement potential (evaluated by the National Committee of
Prognosis and by the European Committee at a level able to ensure an economic
increasement over 6 per cent) and the improvement of the contribution of national
production to ace to the aggregate demand.
GPB Procentual changement 2006
Internal request, from which:
-individual consumption of population
-collective consumption of public administration
-coarse formation of settled capital
-The Exportation of goods and services
-The Importation of goods and services
GPB
Industry
Agriculture
Construction
Services

9,5
9,4
4,0
12,6
13,1
18,0
7,0
6,4
0,5
15,2
6,8

7,2
6,2
3,3
11,1
8,2
11,1
5,7
5,1
2,7
10,7
5,9

Source: National Bank of Romania
Still, the increasing necessity of equipment and technology and also a raw matters
and materials will lead to the fact that importation will overcome exportation. The
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consequence will be maintenance of the negative contribution of exportation to the real
growth of GPB, about 2 per cent.
The rate of increasement of individual consumption will decrease after 2007 to an
annual medium of 6.2 per cent, while the collective consumption of public administration is
established to increase by 3.3 per cent every year.
The investment will increase, based on internal and external investments, as well as
on opportunities created by EU financing. The coarse formation of settled capital will
increase by an annual rate estimated to 11.1 per cent. In this given situation, the rate of
investments will increase from 23.9 per cent of PIB in 2006 to 31.5 per cent in 2013.
Both the increase rhythm and investments rate correspond to the medium values of
European countries with accelerated economy development or high degree of absorption of
structural funds, like Spain, Ireland, Estonia, Latvia. Even the prognoses of European Commission
anticipate such an evolution. The fall prognosis of EC for Romania anticipates an increase of
investments rate by 1 per cent a year for the next two years if this tendency is maintained by 2013,
this will lead to an investment rate of at least 31 per cent. In many of the mentioned countries were
high growth rates of coarse formation of settled capital recorded in 2005 (Ireland 12.7 per cent,
Slovakia 7.5 per cent, Bulgaria 19 per cent, Latvia 18.6 per cent).
According with the revisions, the external trade will develop in a sustained rhythm
that will outgrow the growth rhythm of PIB. It is also expected that in the new context of
Romanian adherence to EU, the geographic orientation of commercial fluxes will lead to the
consolidation of the position of EU member states as main commercial partners. The
exportation of goods and services will continue to grow with an average of 8.2 per cent
every year, while the importations will increase by 11.1 per cent, fact that will negatively
influence the commercial balance.
Generally, the expansion of EU brought the increase of trade in the larger union, without
affecting the commercial exchange with extra EU countries. This increase of the regional trade
was due to the fact that the adherence has not only eliminated commercial borders between new
members and the EU, but it has also improved their aces to the shared market.
The same phenomenon will appear connected to the external trade of Romania for
the next period. Looking forward the enlargement of EU will determine a supplementary
increase of commerce, especially in the domains in which the commercial liberalization has
limited by European Agreements.
Based on the investments that were realized, it is estimated that the acceleration of
the growth rhythm of Romanian exportations will outgrow the one of importation of putting
an end to the trend of the increase of GPB commercial deficit, which will be stabilized to 11
per cent between 2007-2010, and than will decrease to 9.6 per cent in 2013.
The extra-EU exportation growth rhythm will outgrow the exportation towards EU
members, due to the conquest of new markets and to the consolidation of exports in
countries were Romania is already present: the consequence of the increase of competitively
of products offers. In the same time, it is estimated the increase of importation values from
EU, over de country average, importations of products processed using high technologies,
while the importations from other areas will increase by a lower rate, due to the reduction of
energetic and material intensivity of the national economy.
The exportation and importation of goods inside EU will record between 2007-2013
an average growth rhythm of 12.7 per cent and respectively 12.8 per cent. In the same time,
the average annual growth rhythm of commercial deficit will decrease compared to the
previous periods, being estimated to 9 per cent appreciatively.
Referring to the external trade extra-EU, this will reach an average growth rhythm
of 14.5 per cent for exportation and 12.8 per cent for importation.
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The result of positive processes in real economy, on medium and long terms, is that
the deterioration of current account balance is not expected. The nominal deficit will
increase semnificatively between 2007 - 2010, accompanied by the gradual decrease of its
poise in PIB by 0.1 per cent every year, reaching 8.9 per cent by the end of the year. In
valuation terms the current account deficit will increase by an average appreciatively 1
billion euro every year. The nominal level of external deficit will semnificatively decrease
its growth rhythm, this phenomenon leading to the diminishing (dilution) of its poise in PIB
by 7.3 per cent in 2013.
Compared to 2006, between 2010-2013 the growth rhythm of importation will be
moderated, the poise of commercial balance deficit in GPB diminishing by 1.5 per cent to
9.6 per cent in 2013. Still the deficit of goods balance will maintain a high level of
contribution to the forming of current account deficit.
An important component of the current account deficit, represented by the primary
incomes balance, which reflects especially the flux of repatriated and reinvested profit by
foreign investors, will decrease its poise in GPB by 0.8 per cent, in the same time with the
reduction oh the ISD flux.
Regarding the evolution of the current transfers balance, the prognosis shows a
nominal moderated in crease, this contributing to the dilution of commercial deficit and in
come deficit. In this context, the previsions show the diminishing of current transfers
balance poise in GPB from 4.1 per cent in 2007 to 3.7 per cent in 2013.
From 2010 to 2013, the compensation sources of financing the external deficit, that
generated interest, will represent an average of 34 per cent of GPB and the autonomous
ones, that don’t generate interest, will represent about 66 per cent of GPB, especially based
on direct investments, but also passed on capital transfers from the EU.
A functional market respectively a functional labor market is reflected by the
dynamics of total population, occupied population and the employees’ number. The present
population situation will influence in a decisive way the evolution of the population between
2006-2013. Based on the hypothesis that influences the prognosis by 2013, the total
population will diminish continuously by 0.4 per cent approximately every year. Important
changes will take place in the age structure of the population, which will be characterized by
the continuous process of demographic aging, by the decrease of young under 15
populations and by the increase of the old one.
The formation source of the labor force offer will be influenced by the external
migration haunch, including the temporary one.
IV. Conclusions
The components of current account balance are influencing in different ways the
haunch: if at current transfers level the impact is favorable on medium term (considering the
growing benefic influence of the transfers made by Romanian workers form outside the
country), the incomes balance determines a relatively neutral impact. The negative effect,
determined mainly by the adaptation of technology to international standards and the
inclusion of the reinvested profit, is being compensated by the positive effects that the
reinvestment of profits has upon the national economy. The negative impact comes from the
commercial balance, its structure having elements that create a majoritary negative
influence, but the currency risk and the terms of trade are under stated by the high
proportion of commercial exchanges in side groups of products.
Seen as the difference between the saving and aggregate raw investments, the
current account is positively influenced by private investments that are necessary during the
reorganization of real sector and the convergence process. This conclusion is true if “ex
ante” decisions before the respective investments are made are the best “ex post”, fact that
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seems to be sustained by healthy indexes at the level of the financial system. The private
savings that are brought to a stand are the factor upon which these politics must be directed,
the reform of the retirement funds system is a necessary step to be made, even if the short
term impact upon the taxes deficit could be negative. If this reformation does not take place,
it’s necessary for the taxation deficit to maintain its trend, considering the signaling role that
this one has regarding the market, as well as the possible inflationist effect if high values
will be registered. Taking into consideration the last corrections of the budget deficit
established for 2007, it becomes extremely necessary, considering the experience that other
countries have with the so-called “twin deficits”, maintaining this deficit between the
established limits that, from the perspective of current account deficit, won’t cause major
pressions upon its sustainability knowing its influence upon both internal and external
expectancies. In the same time, the increasing financing necessary that the authorities are
confronted with on short and medium terms is referable to be realized from internal sources.
The public sector plays an important part in the stimulation of internal savings and the
signaling, including different components of the financial system, of the possibility to amore
frequent access of the internal market. This aspect is very important considering the massive
overflow of financing external resources recorded after 2004 that had determined the banks
to neglect the internal component.
If the level of real GPB evolution and inflation rate, will continue the trend that the
registered in the latest period, the impact upon the deficit will be favorable.
The external competitively (and the current account deficit) is negatively influenced
by the real increase of national currency, to this contributing the nominal increase of the
exchange rate due to the capital incomings. Their sterilization in order to avoid the increase
is not the best long term solution, considering the high costs associated to this operation. It
has to be mentioned the fact that exportations maintain the robust growth rate, the effect of
real increase of the currency being limited based on the high degree of exchange inside
groups of products. The relationship between productivity and wages determine a negative
effect through the high raise of wages in the public sector, recently. The analysis has
revealed that the financing of the current account deficit had resulted from its sustainability.
High fluxes of foreign investments, an investitional position and indexes of the external debt
at relatively low level are important factors that determine this sustainability. The
perspective of the decrease of incomes from privatization doesn’t seen to have a negative
impact upon the fluxes of forcing investments, these being counterbalanced by the raise of
direct credits.
The sustainability of the current account deficit must be analyzed from the
perspective of the sustainability of the external debt – One of the indexes that show this
aspect being the poise of the debt inside PIB. The stability of the poise of long and medium
terms inside PIB, in the recent years, to a relatively low level, compared to other countries
from the some region is a factor with positive influence upon the sustainability of deficit.
One of the factors that have to be considered is the increase of the short term debit.
It has to be remembered that part of the growth in 2005 is based on the improvement of the
data collecting system. The service of the debt is maintained to a low rate, the insurance of a
level of reserves that covers it completely is an element that generates a low degree of risk.
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The proiection of main macroeconomic indexes between 2006-2013
Index
-Raw internal
product.-billion lei
-%
Of which:
1)

- Industry
- Agriculture,
Forestry,
Fishculture,
Forests

2005

2006

2007

2008

2009

2010

2011

2012

2013

287,2

337,9

384,6

429,4

472,9

516,2

559,3

603,7

650,5

4,1

7,0

6,5

6,3

5,9

5,6

5,4

5,3

5,1

2,5

6,4

4,8

5,2

5,4

5,4

5,3

5,1

4,8

-13,9

0,5

3,0

3,2

3,5

3,5

2,3

2,0

1,6

9,9

15,2

14,6

11,0

10,5

10,5

9,6

9,5

9,2

1)

exploitation

- Constructions
- Services

1)

1)

8,1

6,8

Final use
8,5
8,8
- individual
effective use of
9,0
9,4
homesteads
- collective
effective use of
4,9
4,0
public
administration
Raw formation of
13,0
12,6
immovable capital
Goods
22255
26100
exportation –
billion euro
Of which: inside
15043
17540
EU-billion euro
Goods
importation(CIF)32569
39370
billion euro
Of which: inside
20251
24450
EU-billion euro
Goods
importation(FOB)30061
36340
billion euro
-%
23,9
20,9
Commercial balance haunch-billion euro
- (FOB-FOB)
-7806
10240
- (FOB-CIF)
10314
13270
Current account-6891
-8840
billion euro
• Current account
inside PIB - %
-8,7
-9,3

6,7

6,5

6,0

5,4

5,5

5,5

5,5

7,1

6,7

6,1

5,7

5,4

5,6

5,0

7,6

6,9

6,4

6,0

5,7

5,8

5,3

3,5

4,4

3,0

3,0

3,0

3,5

2,5

14,0

11,5

11,0

10,5

10,7

10,0

9,8

30550

34750

39300

44400

50100

56200

62700

20320

22830

25500

28760

32450

36400

40610

46100

52300

58790

65850

73000

80010

87210

29040

33470

37900

42800

47450

52010

56690

42550

48270

54260

60780

67380

73850

80500

17,1

13,4

12,4

12,0

10,9

9,6

9,0

12000
15550
10000

13520
17550
11120

14960
19490
12160

16380
21450
13180

17280
22900
13280

17650
23810
13350

16800
24510
13500

-9,2

-9,1

-9,0

-8,9

-8,3

-7,8

-7,3

Note: the numbers in the table express the percentual change compared to the previous year
1) Raw added value
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Increase of consumption prices
• Dec. compared to
dec. previous year
8,6

5,5

4,5

3,5

3,0

2,5

2,5

2,5

2,5

8152,5

8185

8210

8235

8255

8275

8290

8305

8320

0,8

0,4

0,3

0,3

0,2

0,2

0,2

0,2

0,2

4558,9

4660

4745

4825

4900

4960

5010

5060

5100

2,0

2,2

1,8

1,7

1,6

1,2

1,0

1,0

0,8

Average engaged
2)

population - thousand
pers.
-%
Average number of
2)

employees thousand pers
-%
Average raw wage lei
-%
Real wage - %
Number of unemployed
persons registered (at
the end of the year)thousand pers
- unemployment rate %
Total engaged
population (according
AMIGO)-thousand
pers.
-%
Average number of
employees (according
AMIGO) - thousand pers
-%
unemployed BIM
(according AMIGO) –
thousand pers
- unemployment rate
BIM - %

968

1130

1270

1400

1535

1670

1804

1947

2098

18,3
14,3

16,7
6,4

12,4
6,5

10,2
7,9

9,6
5,5

8,8
5,3

8,0
5,4

7,9
5,3

7,8
5,2

523,0

480

470

460

450

440

430

420

410

5,9

5,4

5,3

5,1

5,0

4,9

4,8

4,7

4,6

9.147

9.200

9.230

9.255

9.275

9310

9340

9375

9395

-0,1

0,6

0,3

0,3

0,2

0,4

0,3

0,4

0,2

5.921

5.950

5.980

6.005

6.025

6.030

6045

6060

6085

-1,9

0,5

0,5

0,4

0,3

0,1

0,2

0,2

0,4

704

670

660

655

645

640

625

605

600

7,2

6,8

6,7

6,6

6,5

6,4

6,3

6,1

6,0

Notes:
The data for 2005 period are published by the Statistics National Institute.
Represents the average number of engaged population and of employees from the civil
sector 2005 2006 2007 2008 2009 2010 2011 2012 2013
Surse: CNP
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THE COMPETITIVENESS OF THE EUROPEAN
BUSINESS ENVIRONMENT – THE RESULT OF
CONTINUOUS CARE FOR CONSUMER
PROTECTION
Cristina GROZEA
Ph.D. Lecturer
“Ovidius” University, Constanta
Abstract: For Romania the integration in European Union means an increase of
competition on most of the market segments, and for the existing European Union members
it means opening of new markets. Depending on Romania’s capacity to endure the pressure
of the competition on the European market, it will benefit the advantages that come with the
integration.
The European business environment will benefit from a high degree of
competitiveness, due to constant care for consumer protection. This care towards protecting
the economic interests of the consumers, as well as the safety of goods, is a component of the
EU acquis materialized in a series of directives. Being a member of the European Union,
ensures a high level of protection for consumers, and enforces that all participants in the
commercial chain are complying with quality and labeling standards.
Key words: consumer protection; quality; education; information.
REL Codes: 7I
Population living standard increase and generally the economic growth are tightly
connected with development of the competitiveness of economy. Problem of
competitiveness is a current one as lack of competitiveness of Romanian goods and services
has to lead to the increase of the companies preoccupations in this respect. Competitiveness
suggests safety, efficiency, quality, high productivity, adaptability, success, modern
management , superior commodities, low costs. Competitiveness on quality basis should
represent for Romania a primordial preoccupation in the process of European integration.
One of the present stage of our country is the increase of consumers’ protection
level. Within the organisation and efficiency of consumers protection process it may be
appealed to the analysis of European Union legislative background and the international
one. The position that Romania has in The European family determined settlement of new
relationships regarding the offer of goods and services for consumers that rebounds on life
and health safety. Today many of the companies more preoccupied by their profits instead of
consumers protection launch in the market goods that besides the fact that they do not
satisfy consumers necessities attempt to consumers’ security ,health or even life ,too. Good
operation of The European Union market is owed to an institutional and legislative system
able to assure a high protection of the consumers in all member countries.
Approaches regarding the protection policy of the consumers have been
constituted in a graduated and intense process . The first step concerning the application of a
common policy in the field of the consumers’ protection has been done since 1975 by the
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action programme ‘EEC preliminary programme for consumers and policy of information’
that stipulated the five basic rights of the consumers: the right for health protection ; the
right for protection of consumers’ interests; the right of information and education; the right
of compensations; the right of consumers representation at national and EC level.
In present, EU policy for consumers’ protection includes fields such as:
Fallacious advertising;
a) Comparative advertising;
b) Responsibility of the producers regarding the goods with faults/products that are
not in conformity with the specifications;
c) Danger imitations;
d) Sales at domicile;
e) Sales at distance;
f) Consumption credits;
g) Tourism packages including holiday tours, too;
h) Inadequate terms that are found in consumers’ contracts;
i) Contracts regarding the real estate ownership on indivisible regime basis on
limited time terms;
j) Guarantees for sale of the consumption goods;
k) Actions of illegal practices cessation aiming to protect the interests of the
consumers;
l) Consumers’ representation.
As regards The Consumers’ Protection Policy elaborated in Romania respectively
the legislative alignment at The EU acquis of this field we may state that there are registered
slow progresses although in order to adhere to EU, Romania opened and closed the chapter
concerning the protection of the consumers without asking for a transition period of time or
derogations from EU acquis as there was no need to ask for these.
The consumer in his position of bearer of the goods demand represents the
reference element of all actions undertaken by producer and seller being the element to
which all their approaches have to refer to and starts from the explicit and implicit
necessities fulfilment. The aspect that has to be considered is that consumption habits are
most of time in contradiction with consumers interests this leading to the adoption of an
inadequate purchase decision. By the means of mass media communication the consumers
have to receive explanations regarding the dangers to which they expose consuming health
harmful goods. Protection of consumers is always meant to assure permanently consumers
interests observance.
Considering the complexity of the relationships between companies that are acting
within a market economy it may be appreciated that the object of some of the protection
programmes of the consumers are extremely diverse, thus these may refer to multiple
economic and social phenomena.
By the means of mass media communication the consumers may receive
information regarding the dangers to which they expose consuming health harmful goods.
Many times general interests of the society are in disagreement with consumers desires as
they do not pay enough attention to the negative environmental impact of energy, raw
materials and fuel consumption.
The risen matter in connection with these habits change is that The Romanian
consumers should be educated in this direction and not be only informed. Education is a
complex action of development of the physical, intellectual and moral features by the help of
some habits and behaviours while information is just a simple action of information
conveyance (1).
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Behaviour and attitude of the consumers of EU member states are those of the
educated consumers as regards their protection as they are the beneficiaries of a more years
policy of the education of the consumer.
Objectives achievement concerning environment and consumers protection may be
done with the contribution of the non governmental organisations that are acting in this field,
too. EU elaborated more directives regarding the consumers protection, these aiming to
diminish the differences between the national legislations of the member states and
assurance of a high safety degree of the consumer against the damages.
The corresponding acquis for the chapter “Protection of consumers and health’
contains the following fields: tricky advertising, responsibilities for goods with faults, direct
sales, credits for consumers, dangerous false goods, packages of tourism services, goods
safety, contracts containing terminology vices disadvantageous for consumers, assets
utilisation by more beneficiaries on time sharing basis, sales at distance, comparative
advertising, prices of alimentary goods, guarantees for sales of large consumption goods and
embargos .
The States members of EU have to consolidate the acquis implementation with disputes
settlement mechanisms within and outside The Law Courts of the administrative system including
the market surveillance system and role of the consumption associations (2).
Pre December policy of Romania has not allowed preoccupations within this field of
protection of the consumers. Barely in 1992 it was issued The Govern Ordinance no. 21
(afterwards Law no. 11/1994) by which it was created the legal frame for consumers protection.
Increase of consumers protection level to the exigencies level imposed by EU mainly belongs to
The National Authority For Protection Of The Consumers that has as competence coordination of
Govern’ s policy and strategy of preventing or eliminating the commercial policies that may put in
danger the life, health and economic interests of the consumers.
Policy of consumers protection for 2005-2008 has been founded on the following
general objectives for the promotion of the interests of market consumers:
− achievement of a high level of the consumers protection;
− application of legislation within the field of consumers protection;
− consolidation of consumers informing, consulting and education activities.
The National Authority For The Protection Of The Consumers carries on her
activity in accordance with Govern Ordinance 21/1992 regarding consumers protection with
further modifications and completions. Achieving ANPS strategic objectives it is aimed to
achieve a consumers protection level similar with that existent in EU .
Besides this authority on basis of Govern Resolution no. 681/2001 it was
established The Inter Ministry Committee For Surveillance Of Market, Products And
Services and Consumers Protection. This committee has tasks to achieve the collaboration
between authorities and civil structures .
Duties in the field of consumers protection belong to public administrations, too on
basis of some procedures approved by Govern.
The issued national legislation is based on The European Directives regarding
security aspects, insecurity aspects and aspects regarding the correct information of the
consumer(3). Defence and protection of the rights of millions of consumers belong to
nongovernmental organisations, too. The National association For Consumers Protection
and Promotion Of Programmes And Strategies is a nongovernmental, non profit association
that has elaborated a strategy for 2007-2013 and settled objectives considering the policy of
consumers protection at the level of EU and some main coordinates are featured as follows:
− promotion of a vision regarding consumers protection this involving the
systemic integration of the consumers interests in all relevant fields of EU;
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−
−

combination of individual self protection with the protection achieved by every
member state;
unitary application of EU acquis.

Conclusions
Harmonisation of legislation of all member countries in a unique legislative system
regarding consumers’ protection ensuring thus for all citizens of expanded Europe the same
high protection level.
Settlement of some institutes and national research centres within the field of
consumers behaviour study, generally and consumers protection, especially ,institutes that
will grant specialty assistance to all categories of consumers, assistance materialised in
monographs of products; technical notes, brochures, announcements all these being at
consumers disposition.
The major problem of The Romanian consumers is the lack of education regarding
the fundamental rights they are entitled to as unique beneficiaries of the goods and services
traded in the market.
Collaboration between the institutions with tasks within the field of consumers
protection will lead to the adoption of an attitude of correctitude between companies.
Notes:
(1) Conf. Eng. Nicolae Dragulanescu – « What are we doing for competitiveness on quality basis Of
Romania in the international market?>, Magazine Univers Ingineresc(Engineering Universe),
General Association of Engineers of Romania, No.17/2007
(2) Periodical Report on progresses registered by Romania considering adherence to EU –
www.infoeuropa.ro`
(3) Mihai Meiu – Romanian consumer and European integration , www.atenti.info.ro
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Abstract. In Romania the main objective of the accountancy, together with the
development of the accountancy system, was the alignment of the Romanian accountancy
regulations to the European directives in order to accomplish the conditions to join the
European Union as well as the convergence with the International Accountancy Standards,
situation imposed by the economic globalisation and the development of the stock markets.
The reforms made in the field of accountancy determined the establishment of certain
specific concepts as: normalization, harmonisation, convergence, conformity.
In Romania the accountancy normalization presents another powerful institutional
supremacy because the authorities of the state are those which issue regulations like: The
Romanian Parliament – that adopts organic and ordinary laws in every field and
particularly in the accounting and financial field; the Government – that issues
governmental decrees and decisions to apply them; the Public Finances Ministry – which
issue methodological regulations to apply the governmental decisions.
Key words: accountancy reform, harmonization, normalisation, convergence.
REL Codes: 14 I

Until the 1990, the Romanian Accounting System had been influenced by the
experience of many other European countries. Starting with 1990, the intense changes of the
Romanian economy lead to the initiation of the accounting reform process. This progress
had been also supported by a continuous growth in the demand for relevant and realistic
information, from the investors and sponsors, in order to fulfill their needs of evaluating
their inerrant investment risks. Before the 90’s, the accounting system served the demands
of the central economy, and after 1990, it met the demands of the transition economy.
The phase 1991-1993 was associated with many controversies connected with the
accounting principles. The accounting reform was catalogued as superficial, because some
accounts were eliminated and then replaced by new ones, and some accounts were modified.
In 1991, the accounting law was introduced, and it controls the activity and procedures of
the accounting system.
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Between 1991 and 1993, a new dualistic accounting was initiated, inspired from the
experience of the European countries, especially France, which also ensured professional
support. In 1999 started a new phase of the accounting reform in Romania, simultaneously
with the national accounting harmonization with the European Directives and with the
International Accounting Standards.
A more consistent development of the Romanian accounting system takes place in
1999, once it starts a harmonization process together with the European Directives and the
International Accounting Standards, on ground of the Order of the Public Finance Ministry
No. 403/1999, given for large and very large enterprises, and the Order of the Public
Finance Ministry No. 306/2002 for small and middle enterprises. Subsequently, Order No.
403/1999 was replaced by Order No. 94/2001.
The first two phases of the Romanian accounting reform suffered quantifiable
changes, such as:
– in 1990, the Law No. 82/1991 – Accounting Law, together with its Application
Regulation (in 1993)
– in 2001, the elaboration and publication of Order No. 94/2001, which consists in
a pack of harmonized regulations with the European Directive VI, especially
with the International Accounting Standards (IAS)
The Order of the Public Ministry No. 94/2001, for large and very large enterprises,
also included many accounting principles from France and Great Britain, the IV Directive,
and IAS. It wasn’t only addressed to the large and very large enterprises, but also to all
large enterprises, as opposed to the European countries, were this law was addressed only to
the stock exchange enlisted companies.
As for the communitarian documents of the accounting system, the introduction of
the IV European Directive contributed to the accounting reform process in Romania.
In 2002, the Public Finance Ministry published Order No. 306/2002, for the
approval of the simplified and accounting regulations, which had been harmonized with the
European Directives.
These regulations were set for small enterprises, which did not fulfill 2 of the 3 size
criteria, referring to: sales volume, total assets, and average number of employees.
By the Order No. 1827/2003, the Public Finance Ministry took an important decision
within the reform process of the national accounting system. The Ministry requested the
Romanian companies to apply the International Accounting Standards starting with 2005.
In Romania, all the stock exchange enlisted companies, bank institutions, insurance
companies and other companies which fulfill specific size related criteria, must adopt the IFRS.
As opposed to the former legislation in the accounting domain, this specific order is
precise, in relation to the demand of full adoption of the IFRS, inclusively the standards
referring to the consolidated financial sheets.
A new phase in the development of the Romanian accounting system started with
the Order No. 907/27.06.2005, which brought new statements referring to the accounting
rules and regulations.
Starting with the 2006 financial year, the juristic persons referred to in Art. 1 from
the accounting law No. 82/1991 must apply the accounting rules and regulations according
to the European Directives. These rules are also applicable to Romanian enterprises, which
have foreign holders.
Starting with 2006, law no. 82/1991 requests the financial institutions to provide a set of
financial data, according to the rules of the European Directives and to the specific bank directives.
Beside this set of data, the financial institutions are requested to present another portfolio
consisting in data according to IFRS, so that other users can use this information.
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The Order of the Public Finance Ministry is also applicable for public interest
companies, which can also provide another set of financial information accordingly with the
IFRS; also, on purpose that other users, other than the government, can use this information.
This is possible only if the companies are compatible with the IFRS implementations.
Consequently, the Public Finance Ministry released Order No. 1752/17.11.2005,
which consists in accounting regulations in compliance with the European Directives. The
order is applicable starting with the 1st of January 2006.
Once this order becomes applicable, Order No. 94/2001 and Order No. 306/2006
are being abolished.
This order specifies which categories of juristic persons must follow this order:
entities referred to in Art. 1 of law no. 82/1991, foreign sub-entities without juristic
character which belong to Romanian juristic persons, as well as Romanian companies which
belong to foreign juristic persons.
The order also refers to the size related criteria, of which the companies must take
into consideration when providing annual balance sheets.
Order No. 1752/2005 states that, the companies which, by the time of the year-and
closing, surpass the limits of 2 out of the 3 size related criteria:
- total assets: 3.650.000 Euro
- total net sales volume: 7.300.000 Euro
- medium number of employees during the financial year: 50
must provide financial sheets which consist in:
- balance sheet
- profit and loss statement
- statement of the changes in the capital stock
- cash flow statement
- explicative notes of the balance sheet
The companies which do not surpass 2 out of the 3 site related criteria must provide
simplified consolidated financial statements, which consist in:
- shortened balance sheet
- profit and loss statement
- explicative notes of the simplified balance sheet
Optional, these companies can provide the statement of the changes in the capital stock
and/or the cash flow statements.
At the present, the main challenge of the accounting system in Romania does not
consist in accelerating the necessary reforms, but in establishing new and clear policies
referring to the current reforms. The responsibility in settling these policies is not taken by
the Public Finance Ministry, but by other institutions, such as the National Commission of
Movable Property, Bucharest Exchange Market (BVB) and the audit profession.
Consequently to the increase in the number of companies which were affected by
the changes in the accounting system, it became necessary for the Public Finance Ministry to
analyze more closely how the reform had been initiated.
The former accounting regulations had a strong prescriptive character, and by
emphasizing the information input only for the fiscal authorities and central institutions,
discouraged the professional logic when implementing these regulations.
Subsequently, a reorientation in stating financial information had become
necessary, so that it would comply with the demands of some information users, such as
shareholders, potential investors, clients, suppliers.
Applying the IFRS in Romania amplifies the responsibilities of the authorities
which are directly involved in this process (institutions which have an important role in
elaborating accounting regulations, such as the Public Finance Ministry, Commission of
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Movable Property). The most important role of these institutions is to create an optimal
legislative frame for applying the IFRS. The managers of the companies will need to be
trained not only for these new accounting regulations, but they will also need to train their
accounting staff for the new accounting programs.
The professional accounting training companies also play a major role in the
process of development of the national accounting system (CECCAR, AGER and CAFR).
The reform of the Romanian accounting system is a complex process, enforced by
the globalization process, the integration in the European Union, the need of ensuring intime and spatial comparability of the financial sheets, as well as upgrading to a global
common accounting language.
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Abstract. During the transition process to the market economy, Romania looked for
a special way in the accounting implementation and regulation. The International Financial
Reporting Standards (IFRS) represent generally approved accountancy rules, accepted by
all the world countries, able to harmonize to a larger extent the accountancy standards and
procedures used in different countries.
Starting with 1st January 2005, our country, as all the other countries of the
European Union started to apply a certain system based on International Financial
Reporting Standards (IFRS) for the rated companies and especially groups, which will allow
the implementation of the best practices at the world level. Therefore, at the national level,
the normalizers have to give up their old accountancy techniques and practices in order to
facilitate the continuation of the reform in accountancy and of its evolution. The
accountancy system in Romania proves nowadays to be broader regarding the national and
international accountancy field in order to elaborate certain economic and accounting
models and balances at a macro-economic level.
Key words: the International Financial Reporting Standards (IFRS); accountancy
system, harmonization;
REL Codes: 14 I;

In the transitional process to market economy, Romania searched for at own road in
the accountancy regulation and implementation.
Until 1990, Romania adopted a monist bookkeeping system, based on excessive
standards. From 1994, this system was dropped, and adopted a new one, the dudist one –
which is a Latino European origin, based on the French General Accountancy Plan.
The accountancy reform commenced in 1991, by adopting the accountancy law continued through HG (Government Decision) no.704/1993, was consolidated by adopting
OMFP no. 403/1999, replaced with OMFP no. 94/2001 and OMFP no. 306/2002
(OMFP=Public Finances Ministry’s Order), through those being harmonized with European
Directives and the International Accountancy Standards.
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Public interests entities (such as credit institutions, assurance companies etc.), in
consequence with OMFP no. 907/2005, can draw up financial situations, according with
International Financial Reporting Standards, for informing the users, other than state’s institutions,
in accordance with their opinion, and only if they have a proper implementation capacity.
In order to apply these regulations, the Public Finances Ministry issued OMFP
no. 1752/2005, abrogating no. OMFP 94/2001 and OMFP no. 306/2002.
Beginning with 2006, most of the entities from Romania are applying the
bookkeeping regulations according to European Directives – the 6th directive concerning the
annual accounts, and the 7th directive, concerning the consolidated accounts.
Carried out bookkeeping reforms after 1990, determined a connection of some
specific concepts, such as: normalization, harmonization, conformability etc.
Accountancy normalization = defined as a process which presents general concepts and
principles and bookkeeping norms based on a précised terminology, identical for all the
users and producers of accountancy information, fully or partially applicable in a assemble
of countries, enterprises or accountants.
The purpose of accountancy normalization consists in bookkeeping norm
elaboration, as a reference system for the production of accountancy information, and the
social validation of financial situations.
Accountancy harmonization = represents the process that harmonizes the rules or
norms different from a country to other, in order to be concluded, and to be interpreted all
the same.
In our country, the harmonizing process is carried out in 2 levels:
The European level – by implementing the directives 4th, 7th and 8th.
The international level, for big and very big entities, by implementation of
International Standards of Financial Reporting (IAS/IFRS).
These 2 harmonizing landings have as a basis 2 levels:
The European level – by implementing the CEE directives 6th, 7th and 8th
The international level, for big and very big entities, by implementation of
International Financial Reporting Standard.
These two harmonizing landings have as basis different practices, based on two
different bookkeeping cultures:
Latino – European (continental);
Anglo – Saxon.
Latino – European culture created and promoted by European countries with an
extended economy, as: France, Italy, Germany is characterized through:
Priority orientation to state’s interests
It is strongly standardized and controlled through regulations which are part of
so-called general accounts plan
Applies a dual bookkeeping, respectively into 2 circuits: financial and administrative;
The true image it is known to be an fundamental objective of bookkeeping realized
through: conformity, regularity and honesty;
The bookkeeping information is strongly influenced by juridical aspects.
The Anglo – Saxon accountancy culture especially developed by the United
Kingdom and USA, it is characterized by:
protecting the investor’s interests by promoting the economical liberalism;
it is less rigid, based on summing a non-precedent compulsory general accountant
plan, for all the entities;
patterning the incomings and the expenses by destination/product/ department/services, and
not by their economical content;
the true image is known to be a essential principle;
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the bookkeeping information is dominated by the economics’ prevalence principle,
over the juridical one
The accountancy convergence presumes the focalization of all the bookkeeping
activities in the same direction, but most of all the drawing of the annual financial activities,
at the end of the exercise, these being targets depending on the databases adoption for the
financial year.
The accountancy convergence consists in orientating the whole activity into
producing those information that are useful in elaborating financial situations, and which
includes parameters, variables and unitary indicators for all the economical entities.
Accountancy conformity pictures the adaptability that national standards,
concerning the bookkeeping domain, can take it to other similar (ex: European Directives),
which are highly generalized, representative and acceptable.
The Romanian regulations concerning accountancy, firstly pictures the CEE
directives conformation, (4th, 7th, 8th), and then The International Standards of Financial
Reporting.
The 4th directive, adopted in 1998, refers, through its articles, to evaluation rules,
published financial situation formats, and the demands concerning the financial
communication, aspects that cover the problematical of un-comprised companies to financial
groups, but analyzed individually.
Following the adoption of the 4th directive, and knowing the financial
globalization phenomenon, and the international standards evolution, the European device
included in the 7th section new rules that are relying on the evaluation system, based on the
true value.
The 7th directive, adopted in 1983, aims the consolidated accounts, namely the
drawn financial studies, presented and published in order to offer information about the
financial position, performances and evolutions of companies and groups – which are a
weight in the world-wide economy.
The European regulations foresees that accountancy directives will continue to
apply to quoted companies, which will publish financial situations in accordance to The
International Standards of Financial Reporting (IFRS).
As consequence, there was necessary a revision of accountancy directives, in
order to modernize them and to be compatible with the present and future International
Standards of Financial Reporting.
So, the European Parliament and the European Union’s Council, adopted, in
2003, 2003/51/CE Directive which refers to European accountancy texts modernization and
actualization, supplementing the European regulation IFRS 2005, being transposed into the
national rights of all the EU members, starting with January 2005.
Passing to IFRS can be considered a real accountancy reform, its implementation
endorsing to:
All companies, no matter of their activity, auditors and/or expert accountants,
financial information users etc.
As conclusion, the adoption of international standards has as priorities:
setting up conditions for a integrated and efficacious capital market, returning balance
sheets (most of those comparable on the unique market), allowing concurrence rising,
and promoting capital circulation
necessity for adopting a regulation that can manage if the quoted companies from the
EU applied correctly the IAS until 2005 (credibility, concurrence, evaluation)
Applying these standards has to lead to an authentically vision of the financial
position of an economical entity, and contributes to European public interest, and has
to respect all the criteria concerning the quality of expected information.
-
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Abstract. Internalisation is a strategic target of any company as this discovers new
markets,obtains fiscal advantages, diminishes the costs on acquisition terms of the factors
of production at lower prices as well as the attraction of new financial sources. This
phenomena is supported by the harmonisation of The Romanian accounting system with the
elements of the international accounting referential. Thus adoption of IFRS referential by
EU represented a strategic option generated by the necessity of the European companies of
presenting transparent financial information and comparable too, but at the same time as a
response of the international accounting convergence objective. IFRS referential as a
common European accounting language based on general principles and not on detailed
rules that automatically induces the analysis of the operations and phenomena that take
place within the entities represented a real accounting reform in Europe and implicitly will
continue to induce deep changes in the Romanian accounting system too purposing the
integration terms.
Key words: Accounting harmonisation; normalisation; integration; international
financial reporting standards
REL Codes: 14I
Accounting harmonisation process is aiming alignment of the national norms and
accounting practices in order to facilitate comparability of the financial statements issued
and published by enterprises of different countries being “an attenuated form of
normalization and a first stage towards this one” (Colasse, 2000) .
The present process of European Union expansion once more states the necessity of
the transparency within the financial communication considering too that in the latest time
we are witnessing to a permanent and pertinent de settlement of the financial markets.
Besides ensuring the comparability of the financial information at the international
level, international accounting harmonisation has the advantage of time and financial
resources saving too that should be spent by trans national companies for the consolidation
of an accounting information came out from different national accounting contexts or even
very divergent ones.
Normalisation of companies accountancy is targeting application of identical
accounting norms in the same geo political area and is aiming to create uniform accounting
practices. Generally accounting standardisation means imposition of a set of limited
accounting rules or even a single standard that is applied in all situations. While accounting
harmonisation is a flexible and open process aiming to attenuate major differences between
regulations and accounting practices from different countries, accountancy normalisation
does not accommodate with national differences and therefore it is considered that it is more
difficult to be applied on the international level.
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International accounting normalisation process may carry out at a regional level,
too, this meaning that refers to the accounting norms applicable to the companies within a
group of countries or can be a world one referring to accounting norms applicable to the
companies of all countries .
Harmonisation of The Romanian accounting system with the elements of the
international accounting referential or direct implementation of the elements of international
accounting referential represents an implicit component of a state integration in an
international organisation. This referential contains:
– a conceptual frame within which there are settled financial statements objectives,
there are defined their elements, recognition criteria of these elements in the
financial statements and there are presented the qualitative characteristics of the
reports;
– International Accounting Standards set (IAS) and those of financial reporting
(IFRS) together with the interpretations regarding some topics of these standards
(SIC and IFRIC).
Adoption of IAS/IFRS as an European common accounting language based on
general principles and not detailed rules that almost mechanically induce the analysis of the
operations and phenomena that take place within the entities represented a real accounting
reform. These standards being in an ample and permanent development process will impose
that the authorised persons who will apply these to become “international accountants’ this
involving a good knowledge of the business language but especially of the international
accounting principles and terms.
Certainly adoption of IFRS norms will have a strong impact upon financial
communication and operational policies of some categories of enterprises. When EU
adopted the IAS/IFRS standards these were presented as an European retort to the
domination of The American regulations (US GAAP). In spite of all major differences
between the two accounting referential(American standards based on an assembly of norms
and detailed regulations and contain information for the enterprises that look for customers
in The American markets while International Accounting Standards are based on
fundamental principles and contain information for the enterprises that look for capital in
the international markets) IASB and FASB agreed with identification of all disagreement
aspects in order to ensure in a reasonable term the necessary convergence .In this context it
has to be mentioned the role played by EFRAG(European Financial Reporting Advisory
Group) that brings a major contribution of the private sector established for expressing The
European point of view regarding IFRS evolution. This technical committee that has to
supply to EU the assistance and necessary components for norms appraisal is constituted of
accounting experts, experts of normalisation bodies, sers, bodies of markets surveillance and
settlement. The main functions of EFRAG are:
– coordination of the normalisation organisms, accounting profession and users in
order to contribute to elaboration process of IFRS norms by issuance of the
comments regarding the norms and interpretations and bring them to IASB
attention;
– to assist The European Commission within the process of ensuring the
conformity of the European directives with IFRS referential elaborating
proposals in this respect;
– to issue technical approvals regarding assimilation or rejection of the norms and
published interpretations within EU;
– to identify the insufficiencies of IFRS referential ,note these in IASB agenda and
elaborate specific instructions.
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At European level the aspects regarding convergence in accountancy have in view
identification of the disagreement aspects between The European directives especially
Directives IV and VII and International Accounting Standards (IAS/IFRS); these two
directives have been already amended introducing the right value in 2002 and options
regarding evaluation in 2003. IFRS implementation in EU supported on the approach model
based on principles of financial reporting standards; this meant that the clear principles
aimed to serve for the public interest consolidates rules that show the manner these
principles should be applied in certain matters. This kind of approach promotes firmness and
transparency and helps the companies to respond accordingly to complex situations
considering the new evolutions of the businesses practice. This manner of approach also
prevents the agglomeration with regulations and “technical omissions” that may occur where
detailed rules are developed in the trial of covering all particular aspects present in practice.
Considering the disadvantage of approach on basis of the principles (the possibility of a “too
high creativity” serving the cosmetics of the accounting information) as well as the
disadvantages of the approach based on detailed rules (such as initiatives stoppage, creation
of the false and harmful impression that if rules are observed everything goes perfectly or
creation of the temptation or even of some mechanisms to avoid the rules ) we consider that
the exclusive approach manner either on principle basis or rules basis proves not to be
sufficient for the achievement of quality papers or correct reports .
Viewing to apply IFRS there were identified three modalities such as : a) mere
IFRS adoption; b) elaboration of national standards based on principles stipulated in IFRS;
c) IFRS adaptation to the national-local specific.
A) As regards the adoption of mere IFRS there are numerous difficulties regarding
culture and different traditional values between the diverse accounting thinking schools,
juridical and law systems different in comparison of the law origin of IFRS and also
involves acceptance of the principles as being primordial and that have to substitute to the
detailed rules that became traditional in some countries (in Romania, too).
B) The second IFRS implementation modality is not an accessible one. This one
involves a very good knowledge of IFRS and a previous legislative activity in order to create
the background necessary to open the application and manifestation area of these principles.
The elaborated national standards have to ensure the total convergence with IFRS. Thus it is
assured a better concordance between principles and rules, assures a better satisfaction of the
relationships between accounting and taxation and may include rules regarding accounting
during financial report exercise.
C) IFRS adaptation to the national specific remains just a theoretical access way as
she does not answer to the goal and objectives that makes necessary IFRS application and
there is the possibility of distortion of the true meaning and spirit of the principles stipulated
in the international standards.
In Romania accounting standards implementation represented a problem that has
been approached since 1999 when OMFP no.403 regarding adoption of accounting
regulations harmonised with Directive IV and International Accounting Standards
afterwards replaced with OMPF no. 94/2001. The Romanian accounting has done the leap
towards IFRS since December 2003 when adoption of OMFP no. 1827/2003 clarified the
future application of International Financing Reporting Standards. Without doubt Romania
has a major advantage as further this decision the companies will utilise an accounting
background worldly recognised based on the concept of right and accurate image. Order no.
1827/2003 stipulates that starting with the financial statements of 2006, FRS will be applied
by the following categories of legal entities: corporate bodies that apply OMPF no. 94/2001;
credit institutions ; insurance and reinsurance companies; institutions regulated and surveyed
by National Commission of Tangible Values; companies and national societies; autonomous
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administrations and other corporate bodies of public interest; commercial companies that
will be consolidated by a legal entity that applies IFRS; legal entities that at the end of the
precedent year fulfil two of the following three criteria: turnover exceeding 7.3 millions of
Euro, total assets over Euro 3.65 million , average number of the employees over 50,other
legal entities on the basis of The Public Finances Ministry approval. 1.01.2005-31.12.2005
is characterised by financial statements re treatments within which there were recognised the
assets, debts, own capitals according to IFRS; it took place the reclassification of all assets
and debts in accordance with IFRS, re evaluation and readjusting of the assets ,debts and
own capitals in accordance with IFRS where the utility of the right value is personalised as
estimated cost. All differences resulted from recognition, non recognition and adjusting on
evaluation basis will be treated as elements of proper capitals. Thus it is recognised the
adjusts concept regarding capitals holding, concept presented in the general frame of IFRS.
Regulations of the new order OMPF no.1752/2005) applicable in Romania starting with
01.01.2006 aimed to be in the spirit of The European Accounting Directives. The second
stage between 01.01.2006-31.12.2006 represented the effective application and it was the
year when there were issued the first financial statements in accordance with IFRS. Being
conceived in the practical Anglo Saxon spirit the standards stipulate that necessary
information to be generated at lower costs than users’ benefits; -issued financial statements
respond to the demand of information of the users regarding the financial position
,performance and cash flow of the company. Therefore they have to be transparent for users
and comparable in time and space; the accounting policy and management of the company
have to look for an equilibrium between relevance and credibility; another dilemma that will
arise for the professional accountants is that of the provisions establishment or not that on
one hand artificially diminish the profit and dividends and on the other hand their
establishment or not is requested in order to obtain an accurate image; it will be imposed the
renunciation to the concept of patrimony as it comes in contradiction with the principle
according to which economic prevails the juridical ; -it will also be imposed renunciation to
the term “assets” in favour of that of ‘tangible immobilisations’ in order to be in the spirit of
IAS; -it will be imposed the recognition of the establishment costs as expenses related to the
period of time, too, in order to be in accordance with standards requirements.
IFRS adoption signifies modification of the accounting regulations as well as the
implementation of a system for performance evaluation that has to be adopted at all levels of
the organisation this leading to major changes within the strategic and accounting
management .
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THE HYBRID NATURE OF CORPORATE
GOVERNANCE CODES:
THE BATTLE FOR ACCOUNTABILITY
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Abstract. Corporate governance codes are a hot topic, especially since Directive
2006/46/EC has imposed annual compliance disclosure for European listed groups.
However, the degree and quality of corresponding accountability mechanism are still under
controversy, especially for member countries that are seeking to adopt a corporate
governance regime suitable for their needs and corporate culture. British codes, starting
with the Cadbury Report (1992), are venerable market-targeted documents that have
reached an uncontestable degree of maturity. Are there any dangers behind their ‘comply or
explain’ mechanism? A legitimate question to be raised is the following: which social
philosophy do governance codes embrace? It is apparent that corporate governance codes
are not purely utilitarianist or purely individualistic. There is no doubt that the first
reformers, Cadbury and others, have tried to create an accountability system that would
appeal to both individualists and proponents of value-maximization. The ‘comply or
explain’ mechanism itself may be Achilles heel in the battle for accountability. This fact was
repeatedly denied by every committee that produced governance codes, but it is a public fact
that these documents are the result of a social and regulatory tradeoff.
Key words: corporate governance; stakeholder theory; financial markets;
conceptual framework, accountability

1. Introduction
1.1. Symptoms of emergence of corporate governance codes
Almost fifteen years after the issue of the first governance code (Cadbury, 1992),
these collections of best practice recommendations, which have proven to be extremely
influential in the European Union, are still regarded as a hot topic in the turbulent
environment of the capital markets. Whittington (1993, p. 311), as well as Keasey, Short,
Wright (2005; p. 21), are enumerating some of the causes that have cumulatively led to
devising these codes:
(a) Creative accounting, the direct consequence of multiple accounting options and
policies the managers could use as a detour from the “true and fair view”;
(b) The financial scandals and famous bankruptcies – in particular of British firms
– that had drawn attention to the failures of corporate governance institutions
and piled up criticisms of the reporting and audit systems;
(c) Directors’ remuneration schemes, which had come to be seen as an oversized
expense directly extracted from investors’ yield, without a fully justifiable
connection to performance;
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(d) The directors’ short-termism, a major distraction from sustainable performance
– which in turn the perfect trigger for opportunistic takeovers, erroneously
considered to be the most efficient way of disciplining corporate executives.
1.2. A short history of governance codes
In May 1991, The Committee on the Financial Aspects of Corporate Governance
(Cadbury Committee) was called “to review those aspects of corporate governance
specifically related to financial reporting and accountability” (Cadbury, 1992, paragraph
1.2). The final report was issued in December 1992. In April 1993, the London Stock
Exchange amended the listing rules in order to include the incumbent statement of
compliance with the Cadbury Code. In July 1995, the Greenbury Committee issued a report
and an attached code concerning the disclosure of director remuneration, which also became
compulsory for the stock market. In July 1997, the Hampel Committee Report assessed the
stage of implementation of the Cadbury recommendations, and decided to urge the adoption
of a Combined Code (June 1998) that would sum up the provisions of former codes in a less
bureaucratic way. In September 1999, the Turnbull Report was published, providing
guidelines on the set-up of internal control. In January 2003, the Higgs Report reviewed “the
role and effectiveness of non-executive directors”, in the light of the U.S. capital market’s
downfall. The Combined Code of 2003 is still effective in the present.
1.3. Code definitions of corporate governance
The Cadbury Code introduces an already famous definition of corporate
governance: “the system by which companies are directed and controlled” (1992, para. 2.5).
Governance relies on specific institutions, among which the board of directors represents the
key structure. The idea of corporate “democracy”, by reference to the election of directors
by the General Meeting of Shareholders, reminds us of the controversial phrase of Gompers,
Ishii, & Metrick (2003, p. 107): “corporations are republics”. It is a fact that shareholders’
votes delegate power to the representative body (the board of directors), which parts its
executive responsibilities with nominated ‘bureaucrats’ (the managers). However, this
oversimplification of the corporate universe raises issues that the present paper deals with.
Key areas like reporting, monitoring and decision feed-back are clearly delineated
by this tripartite collaboration: directors – auditors – shareholders. A larger audience
(including the employees) is to be found next to the main corporate actors. However, nonshareholders may have the liberty to access corporate information, but not the right to
receive the annual reports. The Hampel Report (1998, para. 1.16) agrees with the former
definition, however considering it “restrictive”, as it excludes the pivotal activities that lead
to the success of an enterprise. Hampel (Committee on Corporate Governance: Final Report,
1998) sets a sole objective for corporate governance: the maintenance and enhancement of
capital. The relations the company develops with its stakeholders are merely means to attain
success. The aim of the board is to plan, implement and monitor corporate policies that
determine the firm’s relations. The mentioned Report claims that accountability to interested
groups other than the shareholders cannot be defined whatsoever, case in which it can be left
out of the governance practice.
2. Principles, recommendations and provisions: a theoretical confusion
2.1. Performance as a function of accountability and enterprise
The controversy around the concept of “good governance” is synonymous to the
animated discussions about the influences on the companies’ governance systems. These
may be the corporate objective, the degree of accountability, the transparency of the
institutional design, or the level of perceived corporate morality. Moreover, the notion of
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“corporate value” in itself is subject to various interpretations (this particular issue will be
dealt with later in Chapter 3.3).
The classical philosophical dispute concerning the body-soul separation produced
an echo in governance theory – the conceptual differentiation between corporate structures
and processes (enterprise) and information flow outwards the company (accountability).
Keasey, Short, Wright (2005, p. 23) draw a thick line between these two realities,
underlining the fact that accountability doesn’t create actual value, although value creation
should not be unaccountable. Therefore, they argue that “good governance” is a function of
performance and accountability, providing that the activity of the firm can be measured on
two axes: efficiency and stewardship. From another angle, “good governance” deals with
incentives that the management is provided with, as well as the monitoring system attached
to these incentives. The focus on enterprise and accountability can be perceived as a
reasonable description of corporate governance, as it is reflected in the dedicated codes.
2.2. Cadbury’s “recommendations” on good governance
Historically, the Committees that have produced governance codes have travelled
back and forth between giving pre-eminence to accountability and stressing on structural
design. The code of 1992 stated that accountability to the owners should be seen as the main
objective of governance. The mission of the committee was to review those aspects of
governance that were seen as trust-inspiring, in order to reestablish the much-sought
confidence in the reporting system and in the activity of external auditors. The committee
argued that companies’ compliance with the code provisions could be validated solely by
voluntary compliance. Moreover, governance codes are superior to primary legislation in
that they offer a much flexible implementation and enhancement opportunities depending on
each firm’s particular business.
The code is built around two conceptual elements that are not to be found in
subsequent codes:
• The principles of “openness”, “integrity” and “accountability”. It is immediately
apparent that all these principles have an ethical background. This fact is
especially relevant when considering the intentions of the Cadbury Committee.
Openness is introduced as a trust-creating instance for all stakeholders (para.
3.2). Disclosure of corporate performance and policies is crucial for the
betterment of market efficiency, without explicitly giving voice to utilitarianism.
Integrity must become an attribute of financial reporting, in that it comprises the
comprehensiveness and faithfulness of representation. Moreover, the degree of
integrity is a ‘magic mirror’ of the ethical qualities of information providers. The
report mentions an important aspect regarding the accountability aspects of
reporting: shareholders should be willing to exercise their responsibilities as
owners of invested capital. Accountability is void if those affected by it are
indifferent. The aim of listing these principles is “to increase confidence in
boards, auditors and financial reporting and hence the general level of confidence
in business” (para. 3.5).
• The actual recommendations of best practice, concerning some key points: board
effectiveness, the chairman, non-executive directors, director training, board
procedures, board committees (the nomination, remuneration and audit committees),
internal auditors, accounting policies and financial reporting etc. The Cadbury
Committee made a point against the adoption of numerous accounting choices and
policies that would deter from providing a “true and fair view”. Financial reporting
should give an overview of company performance in a balanced and understandable
manner, by significant narrations next to key figures.
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Some conclusions can be drawn regarding the conceptual background of the
Cadbury Code:
The moral foundation of the governance principles will be abolished by
subsequent British codes;
The recommendations amalgamate aspects of institutional design with disclosure
provisions, so that each element of structural and procedure set-up is
accompanied by their own reflected image, through timely reports and
notifications.
2.3. The Hampel Report: other recommendations, other principles
A critique of Cadbury is devised as follows: ‘we strongly endorse this
accountability and we recognize the contribution to it made by the Cadbury and Greenbury
committees. But the emphasis on accountability has tended to obscure the board’s first
responsibility – to enhance the prosperity of the business over time’ (Hampel, 1998: para.
1.1). The Hampel Committee argues that accountability, unlike stewardship, is intensely
normalized. The mission of the report was to reduce what was considered to be ‘the
disclosure burden’ on directors that should be more concerned about running the business
than about reporting. An expected but undesirable reaction to these compliance distractions
is thought to be ‘box ticking’:
Companies perceive the Cadbury recommendations as prescriptive rules, in
which case they act in the letter, not in the spirit of the code. Each disclosed fact
about governance implementations will be checked against the code provisions; a
‘yes’ would receive a tick, hence the expression ‘box ticking’ for this approach.
The example provided by Hampel discusses the situation in which the chairman
is also the CEO of the company; Cadbury was strongly against it, but Hampel
argues that particular circumstances may justify this arrangement, as long as the
underlying intentions are honorable.
Box ticking is handy for both companies and shareholders. The latter can impose
sanctions on entities that are not 100% in compliance with every code provision,
without forming an impartial opinion on the explanations for non-compliance.
The report sees as perverse a system that allows for major frauds in firms that
state on-paper full compliance with the code.
The committee’s aim was to propose a conceptual solution to the problems above,
by combining in a single document (The Combined Code, 1998) broad guidelines of
corporate governance derived from previous codes (a total of 18 principles), with more
detailed provisions (48 corresponding points) that mark every element that is subject to
disclosure. Moreover, the compliance statement is comprised of two parts: the former aims
at disclosing the implementation of governance principles in each company, while the latter
follows the disclosure quality on each point of interest. The second part of the statement is
dedicated to notifying the areas of non-compliance, in which case the directors must clearly
explain their reasons. The unexpected effect of the adoption of the Combined Code was that
the quantity of disclosure increased substantially (Keasey, Short, & Wright, The
Development of Corporate Governance Codes in the UK, 2005, p. 33) – another ‘hindrance’
to the enterprise.
2.4. The Higgs Report (2003) and The Combined Code (2003): new regulatory
pressures
The Higgs Report (Review of the Role and Effectiveness of Non-Executive
Directors, 2003) was issued as a response to the new wave of regulatory pressure coming
from the Securities and Exchange Committee. Wall Street financial scandals have forced the
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European Commission and national governments to reconsider the effectiveness of
governance structures. The Higgs Report focused on the effort of non-executives directors to
promote “good governance”. As a matter of fact, the report introduces a new definition of
corporate governance: ‘an architecture of accountability – the structures and processes to
ensure companies are managed in the interests of their owners’ (para.1.5).
The report argues that accountability architecture must be strengthened in order to
maximize sustainable wealth creation (para. 1.13). The aim of corporate governance codes is
not to enforce a maximum degree of compliance, but to help the implementation of
governance best practices to serve the shareholders and the market as a whole. ‘Good
governance’ must be a support of productive processes, not an obstacle. The report
concludes that the habit of box ticking is to be highly demotivated, although it will never be
entirely eradicated (para. 1.19).
3. Code legitimacy and the objective of governance
3.1. Code mechanics for compliance
The “comply or explain” mechanism was introduced in the universe of governance
by the Cadbury Code (1992: para. 1.3). Code provisions stand as a quality check on any
particular implementation of corporate governance systems, especially addressed to
companies listed on the London Stock Exchange. A statement of compliance with the code
was made part of the listing rules of the exchange.
When a corporation “complies” with the rules or “explains” the deviations, it is
considered to apply an instance of self-regulation. The firm is expected to go beyond the
recommendations of the code, and to find its own language for disclosing the implemented
system of governance. Reporting should not neglect the areas of non-compliance, if they
exist; it should be kept in mind that such areas are not subject to primary legislation,
therefore they are not imposed sanctions against. However, departures from code provisions
should be rationally evaluated by the makers of informed decisions, which should refrain
from “box ticking” (Financial Reporting Council, 2006, p. 2).
Whittington (1993, p. 314) identifies a blank space in the adoption of selfregulation: opportunists may free-ride on the trust created by highquality standards or by the
honest behavior of other players. This creates a text-book case of adverse selection. The
proposed solutions to this issue are thought to be professional discipline and tighter
compliance, by means of a regulatory monopoly of a specialized body-like the securities
regulator or the accounting standards board.
3.2. Composing the legitimacy of governance regimes
When calibrating governance through the ‘comply or explain’ device, one raises the
question of legitimacy concerning every particular structural implementation. Legitimacy
refers to the quality of any power instrument to conform to the aspirations of the governed.
The origin as well as the manifestation of power should render possible the adherence of the
many to the legitimate system (Bonnafous-Boucher, 2005, p. 35). The primary regulation
that sets the bases of national systems of governance – mainly Company Laws – has an
intrinsic legitimacy derived from the democratic adoption process. However, this may not be
the case for the corporate variations that rely on governance codes.
Fisher (2004, p. 495) argues against output legitimacy – that is, legitimacy derived
from the results delivered by one single implementation of general guidelines. In our case,
output legitimacy relies on the financial performance of a corporation – put in other words,
‘the end justifies the means’. On the contrary, corporate governance should benefit from
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input legitimacy, derived from the relations with different groups of stakeholders and from
the integrity of the decision-making process belonging to any governance system.
As common-sense as it may be, input legitimacy is not the rule around global
financial markets. For example, Jensen (2001, p. 9) assigns hegemony to output legitimacy
in the light of “200 years” worth of work in economics and finance [that] indicate that
social welfare is maximized when all firms in an economy attempt to maximize their own
total firm value”. This type of argument can raise a few eyebrows, mainly those of the antimaximization advocates, which point to the numerous failures of the US market system.
3.3. The corporate objective function and the controversy of value maximization
Although Jensen’s argument can be refuted, a venerable school of economic
thought cannot be ignored, along with its real-life implications and maximization aims.
However, in the dawn of the Enron collapse, Jensen (2001, p. 10) “rehydrates” the definition
of market value, not by current capitalization, but by the future flow of economic resources,
which excludes financial speculation and daily fluctuations. On the short run, the market is
thought to be myopic to long-turn yield of corporate projects, which distorts the market’s
assessment of managerial effectiveness (Jensen, 2001: p. 16).
The maximization controversy is intimately tied to the institutional design of
governance. A best practice code is connected to a certain structure that may either improve
shareholder protection or empower stakeholders. The Hampel Report (1998, para. 1.16)
states that “the single overriding objective shared by all listed companies, whatever their
size and type of business, is the preservation and the greatest practical enhancement over
time of their shareholders’ investment”. This statement clearly focuses the accountability
beam, while all actors of corporate governance – directors, executive, and auditors – give an
account of their involvement solely to the owners.
Coming back to Jensen (2001, p. 10), he asserts that the corporate objective
function need not be maximized, but constructed as such it would be a value-seeking
function. This much flexible concept has a major advantage: it can incorporate the
implementation of corporate ethics and individualism, as a hallmark of stakeholder theory.
Bessire (2005: p. 432) quotes Ph. de Woot who argues that the corporate value function is
not static and quantitative, but dynamic and qualitative. Moreover, integration of individual
and public interests can be attained only through value creation. Self-accomplishment at
micro level is therefore considered to be the main vector of value-seeking.
3.4. Functionalist approaches
Maria Bonnafous-Boucher (2005, p. 38) synthesizes the ideas above, by referring
to corporate governance codes as functionalist secondary regulation, gravitating around the
description of the functions and dysfunctions of governance. This analytical approach
reveals the following: functions of the representative power in the board of directors,
functions of rules and principles in conducting the flow of information between boards, and
the roles of governance actors. The author identifies two functionalist theories:
• The orthodox approach, centered on compliance with governance regulations,
which examine each power instance inside the firm, in order to define the part for
each actor and the overriding objective of the governance script;
• The heterodox approach which is less inclined to study the mechanics of
corporate power; therefore it is more likely to expand the group of actors that are
staging the “corporate governance drama”. The concept of stakeholder is built
around the enumeration of interested groups and the architecture of their relations
with the firm. Most theories on corporate social responsibility are connected to
stakeholder theory and can be acknowledged as heterodox functionalist theories.
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3.5. Expanding the spectrum of governance: internalization of stakeholder welfare
This chapter has dealt with the corporate objective dilemma. Theoretically, the most
demanding task is defining governance in consensus with the purpose of the existence of
any firm. The controversial triad of “shareholder rights/financial performance/social
welfare’ will always be in focus because of the apparent mutual exclusion of these elements.
In Tirole’s view (2001, p. 2), the traditional approach that seeks to maximize firm value is
much too narrow to lead to a pertinent economic analysis of corporate governance. He sees
governance as “the design of institutions that induce or force the management to internalize
the welfare of stakeholders” – gathered under the generic name of stakeholder society.
Similarly, Enderle (2004, p. 96) denounces the strictly hierarchical concept of the firm, that
encompasses the unique corporate objective: value maximization within the limits of the law
and constrained by basic – one would say precarious – moral rules. Enderle advocates the
balanced concept of the firm, which establishes the corporation as a multi-purpose
organization, built on the effort to meet several economical, social and environmental
objectives, all linked in a circular manner.
The conclusion of this chapter summarizes the ideas presented so far under the
concept of “legitimate interest” defined by Stanton (1997: p. 691). The social contract that
ties the directors, auditors, shareholders, and stakeholders together gives birth to the
legitimate interest to receive and make use of corporate reports. Of great importance is the
distinction between the legal/conventional right of shareholders to be readily informed of
corporate activities, and the moral right of non-shareholders to have access to corporate
realities that might alter their welfare. It is self-evident that accountability is engraved in
stone only when a moral right is enforced by law, case in which the flow of information
legitimizes the governance system.
4. Accountability, transparency and the paradox of trust
4.1. Utilitarianism or individual autonomy: conceptual swings
A legitimate question to be raised is the following: which social philosophy do
governance codes embrace? Stanton (1997, p. 688) signals the existence of two contrasting
schools of thought:
• Utilitarianism adheres to output legitimacy, by which the righteousness and value
of an action is judged solely against the consequences it determines.
Utilitarianism is concerned with general or average welfare, without identifying
individuals or their moral value. In this context, shareholder value maximization
is the cornerstone of any claim to accountability that directors may face.
Moreover, all rights of individuals bearing stakes in the business are filtered
through the corporate objective.
• Individual autonomy is aligned with moral individualism and acknowledges the
vital importance of each person and equality of rights. The interests of persons
have priority over corporate interests. Therefore, companies cannot claim the
right to “privacy”, which is not to be extrapolated from the rights of individuals –
founders, directors, managers or employees – connected to the organization.
It is apparent, when reconsidering the observations in the previous chapter, that
corporate governance codes are not purely utilitarian or purely individualistic. There is no
doubt that the first reformers, Cadbury and others, have tried to create an accountability
system that would appeal to both individualists and proponents of value-maximization.
However, utilitarian pressures have intensified over time, mainly because of increased
pressures from corporations opposing British reforms. The “comply or explain” mechanism
itself may be Achilles heel in the battle for accountability. This fact was repeatedly denied

191

192

Romania in the EU. The Quality of Integration. Growth. Competence. Employment

by every committee that produced governance codes, but it is a public fact that these
documents are the result of a social and regulatory tradeoff.
4.2. Defining accountability
Any system that assumes the delegation of power can refer to this definition:
“Accountability is a means of concretizing relations between institutions, delineating
responsibilities, controlling power, enhancing legitimacy, and ultimately promoting
democracy” (Fisher, 2004, p. 510). The aim of devising accountability is creating trust in
governance institutions.
Seal and Vincent-Jones (1997, p. 410) argue that the need for trust is especially
acute in shaping long-term relationships. Any organization that claims sustainability cannot
refrain from keeping business risk at moderate levels. Stanton (1997: 684) quotes Rosenfield
who perceives accountability as ‘the justifiable holding of one to account for personal
actions or to answer a charge, justifiability being conferred by an authority relationship
between the persons concerned’. Inside the corporation, the authority relations may be
evaluated from the two angles: the shareholder maximization theory, and stakeholder theory.
Spira (2001, p. 739) insists that individuals and organizations are discharged of their
accountability duties by providing timely information to interested parties.
4.3. Normativism and accountability
We have previously discussed the issue of system legitimacy as implied by Fisher
(2004, p. 495). It can be argued that the ties that bind accountability/input legitimacy/
regulation together are unbreakable. A system cannot be rendered accountable unless the
legitimacy it claims is founded on the integrity of the decision-making process. On the other
hand, decision-making is regulated in order to prevent abuse. Governance codes can be seen
as a tradeoff: they promote a system that involves output legitimacy, within a framework of
accountability and strictly designed institutions. In other words, the fantasy world of
governance codes is populated with enemy races – shareholders and stakeholders – fighting
for supremacy.
Jensen, giving voice to the proponents of “enlightened” utilitarianism, has a
different perception of this conflict: the sole corporate objective that leads to accountability
is market value maximization. This moulds the criteria used by managers to reach the
optimal tradeoffs between the different constituencies of the firm (Jensen, 2001: p. 10).
Imposing more than one objective or any other objective than value maximization may lead
to abolishing managerial accountability.
4.4. Views on transparency
Corporate governance codes are theoretically hybrid. This has determined the
volatile perceptions on the convenience of transparency. Moreover, fifteen years of
macroeconomic turmoil have captured increasingly distinct views on the concept of
transparency. That is because transparency is considered the panacea for the greatest plagues
of capital markets: information asymmetry and managerial abuse (Bowie, 2004, p. 60).
Bessire (Transparency: a two-way mirror?, 2005) insists on the relationship
between transparency and morality. She states that no actual connection can be made
between the two, although the road from transparency to amorality becomes apparent. The
author suggests that transparency is by no means a word in the vocabulary of ethics, but is to
be found in a criminal lexicon. If individuals – managers, and by extension corporations –
are slaves to their own opportunistic behavior, as utilitarianism claims, then transparency
can only reduce the costs of opportunism, without leading to a moralization of corporate life.
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As in every ‘Big Brother’ house, individuals will look at any time for breaches in the
system, in order to exploit them to their own advantage.
In the field of financial reporting, Enderle (2004, p. 87) enumerates the qualitative
characteristics of accounting information that are trust-inspiring: objectivity, integrality,
intelligibility, and the fair view of all transactions. It’s not by chance that the author has
omitted the most controversial of them all, although mentioned in all conceptual
frameworks: relevance. In order for information to be relevant, it has to be subject to a
utilitarian approach that commands output legitimacy, and ultimately amorality. “Truth” as
the ultimate quality of information requires disclosure to be transparent to the underlying
reality, without concealing material parts of it or deceiving the users.
Enderle replaces the notion of transparency with that of trust, stating that the latter
is the prerequisite for market efficiency. Trust can be considered a public good, from which
all participants benefit and that can be eroded by those who trigger market failures. The
paradigmatic case of Enron is the best evidence in support of this theory. From this casestudy Rebérioux (2007, p. 5) extracts the “cognitive argument”, which can be summed up
like this: shareholder primacy is one stage in a vicious circle. By applying the maximization
criterion, the implementation of managerial accountability measures and performance-based
remuneration of directors leads to the shareholders disconnected from corporate realities and
unable to straighten up behavior deviations. Rebérioux concludes that adoption on
shareholder primacy is synonymous to persistent asymmetry of information, while
externalized control system are similarly inefficient as long as they are subject to the same
maximization pressures.
5. Possible solutions for best practice codes
5.1. Difficulties of accommodating ethics and accountability in governance codes
Zambon and Del Bello’s (2005, p. 130) argument may seem suspicious to some:
social and environmental accountability, sustainability and corporate governance are
concepts that rely on the notion of stakeholder. From the sources quoted above, it is selfevident that stakeholder theory has its share of passionate proponents, as well as a great
number of fanatical enemies. This enmity went that far as to claim that stakeholder theory is
as destructive as communist regimes (Jensen, 2001; p. 35).
Corporate governance codes appear as politically polluted documents, comprising
ambiguous and contradictory propositions. In our opinion, only the Cadbury code has come
to express a unitary and judicious vision on the universe of corporate governance. The
dissolution of accountability, as witnessed by the reports issued subsequently, may well be
triggered by the due process of “public consultation” of corporations that have feared their
rights and liberties menaced by new layers of regulation.
“A basic weakness in the current system of financial reporting is the possibility of
different accounting treatments being applied to essentially the same facts, with the
consequence that different results or financial positions could be reported, each apparently
complying with the overriding requirement of the true and fair view” (Cadbury, 1992: para.
4.47). However, the convergence process of the International Financial Reporting Standards
(IAS/IFRS) and the European Union adoption of these standards have cancelled most of
Cadbury’s concern over the deceiving potential of accounting policies.
We argue that in the case of governance codes, the consultation process has led to
the infiltration of utilitarian amorality. The proscription of those moral rudiments of
Cadbury points to the fact that British governance and morality are, up to now,
incompatible. Keasey, Short, Wright (2005, p. 29) note the same thing: corporate
governance codes haven’t led to any improvement of the ethical framework of governance
institutions, while they offer no solution whatsoever to this problem. The cause is trivial:
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utilitarian philosophy does not accommodate moral accountability on the corporate actors’
side, may them be directors, executives, auditors, accountants or shareholders.
Jones (1995:, p. 412) insists that the only way to ban opportunistic behavior is
voluntary adoption of ethical standards that would limit or discard abuses in the exercise of
power. Only values that are shared by all corporate actors may efficiently reduce agency
costs and create trust. Alleviating moral hazard would diminish pre- and post-contracting
costs – like monitoring and redress-seeking costs. Corporate reputation is the main vector of
trust, while trustworthy policies and decisions cannot be made transparent except for
comprehensive and truthful reporting.
5.2. The constructive role of reporting
We have reviewed some of the definitions of corporate governance extracted from
the dedicated codes, as well as from literature. It is a fact that there is no unanimouslyagreed definition, and there will not be any as long as corporate reports are allowed to
express their own opinion of what constitutes “good governance”. This situation has a fair
amount of advantages, as well as drawbacks. Free-form reporting can be constructive, as
long as directors are accountable for the impact of corporate policies on the stakeholder
society – including environmental protection. The providers of corporate information would
be allowed to choose the content, the timing, the format and the tone of the report, without
being subject by form-filling constraints. At the present, governance compliance statements
are partially free-form, provided that some broad guidelines are followed. However, there is
a human need for uniformity that has naturally led to “box ticking” as a search for
comparability of corporate reports. The destructive role of reporting may therefore transform
any corporate governance or social responsibility code into a collection of best practice
checkboxes that would create surrogate trust in the system... until the next Enron case.
Can reporting be turned into a weapon of managerial opportunism? The answer is
not immediate, as long as we assume that managers are invariably opportunistic. Moreover,
the utilitarian literature has not offered any clear-cut answer to this question. When
observing the latest European trends, the transformation of corporate governance codes into
primary legislation is manifest (see Commission Recommendation 2005/162/EC, and
Directive 2003/75/EC). This is the key fact in assessing the effectiveness of the ‘comply or
explain’ mechanism. Free-form reporting is still a controversial subject and prone to fail, in
unexpected ways.
5.3. Objective divergence and externalities
Tirole (2001: p. 13) considers that incongruence between managers’ and
stakeholders’ objectives creates externalities. It is vital that directors are held accountable
for any externality that affects the stakeholder society or the environment. Jensen (2001,
p. 16) thinks otherwise: only the governments can limit externalities through sanctions
imposed on companies. He argues that directors cannot be expected to voluntarily disclose
the “toxic” effects of their activities, nor to assume responsibility for their actions in front of
employees, commercial partners, creditors or local communities.
Pesqueux and Damak-Ayadi (2005, p. 12) explain why stakeholder theory has
ethical foundations ‘with all the ambiguities of this status’. The response to the externality
dilemma is that stakeholder theory has no contractualist basis mainly because it is a theory
of social justice. The concept of stakeholder implies a social perimeter in which all actors
can enter on a non-exclusive basis. Therefore an actor can play multiple roles at the same
time, being an employee, a client, a shareholder and a member of the local community
where the company activates. The analysis of each of these postures should be conducted
through the lens of rights equality and social justice.

194

Theoretical and Applied Economics. Supplement

195

6. Conclusions
Prosperity or accountability? This is definitely a false dilemma, because these two
concepts are indisputably linked. It is apparent that claims to accountability expressed after
US scandals are very different than those of the Cadbury days. That is not because the
human need for freedom, welfare and justice have changed so much during a decade, but
because the stakeholder society is much more aware of the dangers a malfunctioning
governance system can bring. In these circumstances, the corporate objective function,
whether we called value-maximization of value-seeking, should adjust the increasing claims
to accountability formulated by all stakeholders.
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Abstract. The purpose of this paper is to analyse the orientation of foreign direct
investments’s flux as regards European Union after bringing in new member states in 2004
and 2007. The necessaity for investment represents a very important factor for the economy
of a country. This paper shows which was the dynamics of the foreign direct investments,
also before countries’s accession in European Union and after, and how their’s economies
were affected by this. I will examine the impact of different risks that we find in world’s
economy and their’s implications about the flux of foreign direct investments in and out the
countries that joined the European Union in 2004 and 2007.
Key words: investment, economic growth, economic risk.
REL Codes: 8N, 9A, 10F, 20A
Attracting FDI is high on the priority list of many policy makers because FDI is
widely regarded as an amalgamation of capital, technology, marketing, and managerial
practices, especially in developing economies. Foreign direct investment (FDI), its
determinants, and its effects have been extensively studied. It has long been recognized that
FDI can have significant benefits for the host country, including knowledge and technology
transfer to domestic firms and the labor force, productivity spillovers, enhanced competition,
and improved access for exports, notably to the source country, as well as provide a
significant non debt-creating source of foreign financing.
Policymakers therefore have a genuine interest to know what attracts FDI.
• Horizontal FDI is mainly market-seeking investment, aimed at penetrating the
domestic market, and is attracted mainly by trade costs and market size.
• When firms invest abroad to acquire resources not available in the home country,
FDI is said to be resource- or asset-seeking. Resources may be natural resources,
raw materials, or low-cost inputs such as labor. Especially in the manufacturing
sector, when multinationals directly invest in order to export, factor cost
considerations become important. In contrast to horizontal FDI, vertical or
export-oriented FDI involves a relocation of parts of the production chain to the
host country. Availability of low-cost labor is one prime driver for exportoriented FDI. Furthermore, FDI in resource sector such as oil and natural gas is
attracted to the countries with abundant natural endowments.
• the foreign investor is said to be efficiency-seeking when the firm can gain from
the common governance of geographically dispersed activities in the presence of
economies of scale and scope. Prospective membership of the European Union
conductive to the establishment of regional corporate networks seems to have
attracted more of efficiency-seeking FDI after the 10’s new member accession.
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All these suggest that the countries that possess a large market, low-cost labor,
abundant natural resources, and are close to the major Western markets would attract large
amounts of FDI inflows. FDI would thus go to countries with favorable initial conditions.
In transition economies, it is well known that the recovery after the initial drop in
output level of these countries varied greatly across countries. The economies that recovered
very fast are the ones from East of the Europe beside high inflation and external debts.
Another important variable for explaining the geographical distribution of FDI is
agglomeration economies. When agglomeration economies are present, new investors mimic
past investment decisions made by other investors in choosing the location. By collocating
next to other firms, they benefit from positive spillovers from other investors already in
place. The usual sources for these positive externalities are knowledge spillovers,
specialized labor, and intermediate inputs.
To analize the FDI inflows I have used the Inward FDI Performance Index and The
Inward FDI Potential Index. The Inward FDI Performance Index ranks countries by the FDI
they receive relative to their economic size. It is the ratio of a country´s share in global FDI
inflows to its share in global GDP.
A value greater than one indicates that the country receives more FDI than its
relative economic size
A value below one that it receives less
A negative value means that foreign investors disinvest in that period
This index captures the influence of other factors can be diverse, ranging from the
business climate, economic and political stability, the presence of natural resources,
infrastructure, skills and technologies, to opportunities for participating in privatization or
the effectiveness of FDI promotion.
The Inward FDI Potential Index captures several factors (apart from market size)
expected to affect an economy´s attractiveness to foreign investors. It is an average of the
values of 12 variables: GDP per capita, the rate of GDP growth over the previous 10 years, a
proxy for expected economic growth, the share of exports in GDP, to capture openness and
competitiveness, country risk a composite indicator capturing some macroeconomic and
other factors that affect the risk perception of investors, the variable is measured in such a
way that high values indicate less risk, the world market share of imports of parts and
components for automobiles and electronic products, to capture participation in the leading
TNC integrated production systems, the world market share of exports of services, to seize
the importance of FDI in the services sector that accounts for some two thirds of world FDI.
The values of Inward FDI Performance Index and Inward FDI Potential Index
Table 1
Country
Years
Ciprus
Czech Rep
Estonia
Hungary
Latvia
Lithuania
Malta
Poland
Slovakia
Slovenia
Bulgaria
Romania

Inward FDI Performance
Index
2004
2005
2006

Inward FDI Potential Index
2004

2005

2006

Outward FDI Performance Index
2004

2005

2006

18
29
17
45
56
9
23
59
11
128
8

24
31
7
42
48
9
10
60
29
105
8

22
32
9
38
31
14
6
57
27
120
7

40
39
34
37
44
68
47
45
46
74
62

43
38
34
41
42
75
54
44
52
73
60

14
51
24
33
52
53
16
69
64
61
118

17
63
21
31
46
51
20
54
65
58
75

20
51
16
27
47
55
120
44
61
38
63

31

26

21

77

76

86

94

98

Source: UNCTAD.
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We can observ a positive evolution of most of the twelve EU’s members going up
the highest positions during 2004, 2005, 2006. Malta and Estonia had the best
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performance as to FDI, Malta reached the sixth position in 2006 comparing with twenty
third position in 2004.
Comparing the two indices we can draw up a four-fold matrix of inward FDI
performance and potential for these 12 countries it look like this:
Table 2
High FDI performance
Cipru, Czech Rep., Bulgaria,
Estonia,
Hungary,
Letonia,
Lithuania, Malta, Poland, Slovakia
Romania

High FDI potential
Low FDI potential
Source: UNCTAD.

Low FDI performance
Slovenia

The matrix shows that Romania has a low FDI potential and a high FDI
performance, Slovenia has low performance and high potential for FDI, the rest of 10
countries have a high performance and high potential for FDI.
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The graph shows that all most these twelve countries regitred a very fast growth of FDI.
Poland is the leader in FDI on one hand because of it’s special relations with countries from the West
side of the Europe before the transition period. This fact helped Poland to be seen by investors as a
country which has an good infrastructure for FDI. FDI in Czech Rep began later than other countries
because of it’s slow privatization process. Slovacia has a low level of FDi because of it’s small size
but in the last period it presents an ascendant trend.
Comparing the influx of ISD that had countries joined European Union in 2004,
the influx of FDI in Romania and Bulgaria had a lower level before 2000 because of:
infrastructure, economic instability, slow privatization and regional conflicts.
After the year of 2000, they strated to get a big quantity of FDI because of the
privatization process and also because the Greenfield investments. In 2006 the stock of FDI
registred by Romania and Bulgaria reached 62 billions $, about the eightheenth part of E’s
stock in FDI.
In 2007 the process before joining the EU transformed gradually the business
environment of the two countries and had an special impact in FDI flows. The Inward FDI
Performance Index shows that Bulgaria is on the seveth position in 2006 going up from 92th
position in 1992, and Romania is on the 21th position from 121th position in the same year,
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1992.The low cost of labour force remain an important factor for investors so called
efficiency – seeking. Countries that joined EU had to solve their problems as corruption,
structural reforms because they had to grow their competition.
Joining European Union helps these countries to have stron reforms and supports
convergence of these two countries to the ones with performant economies.
Those ten countries wich joined EU in 2004 maintain their ascendant trend of FDI
because , in a big proportion, of reinvesting earnings. Poland is the leader in the stock of
FDI which’s value is 14 billions $ as a result of the investments made by European an
Japanese investors as Sharp, Bridgestone, Toyota and Toshiba. The liberalization and
privatization process have continues in all ten countries. For exemple, the governments of
Malta and Latvia sold some assets being on posession of state. As regards taxation Czech
Rep. and Estonia had lower the taxe for some categories. Hungary introduced a new tax for
bussines environment so called “solidarity tax” and the tax paid on dividends of foreign
investors was dissolved.
An very important domain which became attractive for foreign investors is cars
manufacturing industry. Czech Rep. and Poland are the first producers in automobile
manufacturing industry followed by Hungary and Slovakia. In the last fifteen years,
transnational firms invested a lot of money in this domain in the East of Europe providing
70% form the total in this industry. These countries are very attractive for investors because
of their cheap labour force, because of their economical growth and because of their skilled
labour force in this domain.
As a conclusion, joining EU had an positive effect in growing the flux of FDI
because of imposing conditions conduct these countries to high economical and political
stability, high efficiency and high competition.
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CULTURE AND CREATION: SOURCES
OF ECONOMIC DEVELOPMENT AND INCREASE
OF THE QUALITY OF LIFE IN EU
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Candidate Ph.D. Assistant
Universitatea Petrol-Gaze, Ploieşti
Abstract. The idea of debating on european level the role of material and spiritual
values and also of the nedeed institutions that would communicate these values appeared
right after 1970. Therefore, the influention of culture on european economic growth, or the
meaning of economy in the cultural development of Europe are not new themes of
disscution.
But only in 1991, culture gained an official status in the european integration
process through the 128 article of the Maastricht Treaty, taken over by the 151 article of the
Amsterdam Treaty, thet contains the following passage: “The community has to contribute
to the cultural development of the states, respecting the national and regional diversity and
pointing out the common cultural heritage”.
Key words: economy of culture; “Culture 2007-2013”; creative sectors;
intercultural dialogue.
REL Codes: (20F)
The enlargement of the European Union with 10 new states in 2004 and two more
states (including Romania) in January 2007 highlighted the economic, social and cultural
differences within the extended group of member states. One of the most important purposes
of EU’s social and economic policy is to stimulate economic and social cohesion in order to
reduce the disparities currently noticeable throughout Europe, thus reducing the differences
between the old member states and the new ones, in respect to the living and labour
standards (Alber, J., Fahey, T., 2004).
In order to reduce these disparities within the new extended Europe, the political
decision-making factors and the social actors need reliable information concerning the way
people live and their perception on their own standards of living. Thus, in 2003, the
European Fundation for the Improvement of the Life and Working Conditions, with the
headquarters in Dublin, Ireland, started the survey concerning the quality of life in Europe,
called European Quality of Life Survey (EQLS).in this way, the area of the quality of life
becomes one of a major official objective within E.U. the survey analyses key aspects of the
quality of life in Europe (the current EU 27 plus Turkey). Obviously, even before starting
this program, the respective foundation, founded in 1975 as an autonomous body of EU, was
concerned with the aspects of the quality of life, but today it deals with the issue of the
quality of life differently, tending to be as complete as possible, also including elements that
have already been used in prior research on the standards of living.
Since 2004, when the results of the first EQLS survey were published, the
Foundation initiated a more complex analysis of the key components of the quality of life,
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on the basis of the initial findings of the report. There are two major objectives of this
enterprise: on the one hand, it is a matter of a more comprehensive type of social research
as compared to those regarding the standards of living, as well as to other research, such as
those concerning the economic income and standard; on the other hand, new elements are
highlighted, elements which represent challenges for public policies, be they the social
exclusion the ageing of the population, or the changes occurring within the structures and
the roles of the family. All these have a major influence on the every day life of the
communities and of the society as a whole, which “pushed” the issue of the quality of life as
being a priority in the public political debate, intensified by the beginning of the process of
adhesion to EU of the new members.
In order to deal with these challenges, it was necessary to develop a new concept
and approach to the research on the quality of life, close to the needs of the decision-making
factors in the area of public policies, of the EU social partners. In this respect, the emphasis
was on the relation between the research of the standards of living and the employment, the
organization and labor conditions, and on the other hand, the modernization of social
protection and services. The broad conception on the quality of life, stemming from the
works of the 7th decade of the last century (Mărginean, I., 2004), was agreed upon.
By EQSL survey, there were rejected the various approaches that lessen the
significance of the quality of life paradigme, by reducing it to certain standards of living or
to the subjective dimension of analyzing the perceptions and satisfaction towards the
standards of living, maybe by reducing the analyses to the study of happiness.
In the above-mentioned survey, the quality of life refers to all the aspects of the
welfare of the individuals, of the social groups and of the whole society, taking into account
both the resources and opportunities in the society, and the standards of living necessary in
order to have access to the respective resources and opportunities. It is about individuall and
collective resources (education, health, social services, etc.), the opportunities available to
the population, as well as the choices made and their outcomes, evaluated in terms of
objective and subjective indicators.
There are also critical observations concerning the work procedure, more exactly
the use of a random route sample scheme, or street route.
Professor Ioan Mărginean considers that “it is an improbable method, since a
micro-census survey in the area has not previously been carried out. Correlated also with the
rather small size of the samples per countries, in spite of all the precautions concerning the
field data, the comparison of the data per countries can be more or less influenced.”
(Mărginean, I., 2004)
In spite of all these, we can state that this survey (EQLS) supports, at European
level, the approach to the quality of life based on the best scientific ground so far.
Here are some of the major conclusions drawn from the respective studies
(Marginean, I., 2004):
• EU member countries are similar to a greater extent, as concerns the priorities
and the values shared by the population, that is of some subjective indicators
regarding the quality of life, as compared to the objective indicators which refer
to the material resources.
• Failure of social compliance and poverty are aspects to be found at high levels of
European concern. Therefore, the development of fighting the social exclusion
policies involves the coordination of employment policies, of those belonging to
the education, family and dwelling areas.
• The traditional disparities (vertical disparity) resulted from income, education
and employment are still importat. They have a more powerful effect upon
welfare than upon the horizontal disparity that is related to age, sex and

202

Theoretical and Applied Economics. Supplement

203

residential environment.
• As regards the quality of life in our country, we can notice that, in the area of
material resources, it falls behid the 28 surveyed countries (EU plus Turkey), but
it is ranked higher as far as the subjective indicators of the quality of life are
concerned, mostly in the latter part of the list made out according to the
decreasing pattern of favorability. In other words, there is a strong need for
efficient policies of employment and quality jobs, fighting poverty, etc.
• There is a series of common elements of the quality of life in an enlarged Europe,
which makes cohabitation meaningful. Most of the individuals are primarily
concerned with guaranteeing health conditions, obtaining all the things necessary
for life and the improvement of family relationships. They have similar ideas
about the things they need in order to have a better life. Inter-family solidarity is
at high level. Many grown-ups are looked after by their family. The economic
growth and full employment have a great influence on the quality of life.
• The indicators of the material resources of the households – income and goods
owning – are highly different, not only between the old member states and the
newly accepted ones, but also within each group. Actually, these groups are
absorbed (newly accepted countries mingle in the old ones from different
perspectives: demographic, economic and social etc.).
• Birth rate is decreasing, and migration is increasing per the total of the analysed
countries. Nevertheless, the migration potential is not high in the countries
accepted in 2004, but it is higher in Romania and Bulgaria. The predominant
immigrants are mostly young people with higher education level.
The idea of discussing at European level the role of the material and spiritual level,
of the institutions needed in order to communicate these values, occurred soon after 1970.
Thus, the influence of culture on the growth of European economy or the influence of
economy on the cultural improvement in Europe do not represent new debate topics.
But it was only in 1991 when culture acquired an official status in the process of
European integration, by means of article 128 in the Maastricht Treaty, taken over in article
151 in the Amsterdam Treaty, which contains the following excerpt: “The community must
contribute to the development of the culture within member states, observing at the same
time the national and regional diversity and highlighting the common cultural inheritance.”
In the last decade of the last century, the European Commission supported the
cultural cooperation by means of three experimental programs in this field, covering the
following domains:
– Preservation and development of the cultural inheritance – Raphael program;
– Dramatic arts, plastic and visual arts – Kaleidoscope program;
– Books and reading – Ariane program.
The united Europe also supported the idea of the member states to designate, starting
1985, an European city of culture. The regulations referring to the institutionalization of the EU
legislation were of great use (for example, the norms regarding free circulation of artists and of
works of art, the setting up and functioning of mass-media elements, taxation of cultural
activities), as well as the decisions regarding competition (such as subsidies for film industry).
The imperative need caused by the necessity to take some concrete measures
brought it back in the attention of public authorities at the beginning of 2000. With the help
of the program Cultura 2000, the European Commission put forward a new perspective on
the cultural activities, which focuses on facilitating the development of a common cultural
area by promoting cultural communication, culture creation and spreading, artists’
movability and of their creations, of European cultural inheritance, of new ways of cultural
rising and of its social and economic role. The program Cultura 2000, followed by Cultura
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2007-2013, is the only mechanism of implementation of article 151 of the Treaty. Like any
implementation of a general provision of EU, the program was under the form of a Decision
of the European Commission. Thus, culture has also become an EU acquis.
Understanding culture on a large scale favoured the beginning of most of the
programs belonging to the countries in the European Economic Community in the candidate
countries, other countries and international organizations being also involved. In other
words, the general perspective is offered by the concert of its singular voices, which, to be
better pointed out, must communicate with each other, to manifest themselves in a common
area, carefully preserving their own unique and irrepetable values. The immaterial and
material patrimony, artistic creations, mentalities, traditions and customs, the languages of
the peoples and of the communities are all parts of this European diversity.
Culture is also a driving force for local development in Europe. The positive
experience of the European cultural cities Graz (Austria 2003), Lille (France 2004), or Sibiu
(Romania, 2007), offers new reasons to become aware of the social-economic role of culture
on local development and invites the local public governments to promote such initiatives.
The economic impact on the creative (architecture, design, marketing creation) and
cultural sectors was analysed in 2006, for the first time in the history of Europe, at the
request of the General Management for Education and Culture, EU body.
The conclusions of the survey „The Economy of Culture in Europe” bring out to
light the realities of 30 European states by economic and social evaluation of culture. Here
are some relevant data (European Commission, 2004):
• The creative and cultural sectors generated a turnover of over 650 billion Euros
in 2003, more than twice as much than the motor vehicle industry did. The
biggest five European countries (Great Britain, France, Germany, Italy and
Spain), accumulate almost three quarters of the production of the cultural and
creative sectors at European level, similar to their total economic power of about
75% of EU GIP 25;
• In 2004, 5,8 million people were employed in the cultural sectors, that is 3.1% of
the total of the active labour force in EU 25.
• Between 1999 and 2003, the development of the creative and cultural sectors was
of about 20% in terms of added value, namely of more than 12 times than that of
the whole European economy;
• In 2003, the contribution of these sectors of the EU GIP was of 2.7%, whereas
the chemical industry contributed with 2.3%, the real estate sector with 2.1%, the
textile industry with 0.5%, and the food industry with 1.9%.
These are only a few direct effects of culture on the development of a competition-based
economy. Among the indirect effects, we can mention some interconnections with the
communications and information technology sector and with investments and tourism
development.
The program „Cultura 2007-2013”, with an estimated budget of 450 millin euros,
can be attended by the 27 EU member states, but also operators from the candidate countries
and from the Balkan states. As compared to the program Cultura 2007, Cultura 2007, brings
added value at the level of European action, by the following objectives (European
Commission, 2006):
a) Promoting transnational movability of persons belonging to the cultural sector;
b) Encouraging transnational circulation of artistic and cultural works and
outcomes;
c) Encouraging the intercultural dialogue (the year 2008 will be declared “The
European year of intercultural dialogue”).
In order to fulfil these objectives, the following concrete actions will be supported:
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• Specific innovative and experimental actions that aim at encouraging the creation
and spreading of some new forms of cultural expressions, improving the access
to culture and promoting live broadcasting of cultural events, by using the new
technologies of the computerized society;
• Actons integrated by multiannual cultural cooperation agreements, which refer either
to strengthening the cultural domain or to integrating different cultural sectors;
• Special cultural events, at European or international level (such as the initiative
“The European Capital of Culture”).
The cultural cooperation in Europe is also encouraged by other European programs
which intermingle with culture, especially those related to economic policies, research
policies, education, professional training and regional development plans.
As far as Romania is concerned, the lack of an appropriate environment for
education, professional training and research, but also of some material incentives, account
for “brain leakage” which would have brought a much higher added value to the
development of the Romanian society the majority of population. The contemporary
economy of knowledge imposes, more than ever, the capitalization of these talents.
Currently, there are obvious discrepancies between our country and EU in the
education and culture domain also, due to which: Romanian employees in hi-tech services
represent 1.4% of the total of the employed, as compared to 3.3% in EU 25; Romania
exports hi-tech products in proportion of only 3% of the total of exports, as compared to
18% in EU 25; our innovation capacity is one third of the European average; and, finally,
Romania proves to be incapable of protecting its own intellectual property (the number of
patents, brands, new industrial models registered at EU level has been very small lately).
An educational and in service training competitive system is the one that is capable
of developing human resources by its contribution to promoting skills, creativity, intellect,
discernment, initiative, originality, rational admiration for value, as well as amending the
lacks of civic behaviour, present in the Romanian public area.
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Abstract. Methodically approached, the analysis of the European model of
integration has a double ground: a theoretical and implicitly a practical one by the
permanent activity which the European Union’s project practices and define the European
Union’s history for over a half of century (1957 – 2007). Or, among all the models of
integration that are still “coagulating” in the world, the European model of globalisation
approximation has the most defined features for its stage of development: the settlement of
the European society of (Dinu M., 2005).
Romania, recently integrated into the European Union (1st of January 2007), is
forced (in order to reduce its inert and undesirable risks) to improve the quality of its intern
economic-social policy towards a fast and “shockless” adhering to the demands of the
European economy.
The earlier mentioned European project’s very chance to succeed depends on the
way the people of the member states of the European Union consistently express their will
towards the direction of the European politics practiced under the lasting safeguarding
condition of their historical – geographical identity.
Key words: globalization; integration; risk; European model; transparency
REL Codes 3B, 10J, 20A
Motto:
”The sustainability is the emergency doctrine through which the economic progress
and development should exist and should be sustainable over the years, within the limits
established by ecology in its broadest sense – through the interdependence of the human
beings and their jobs, of the biosphere and the physical and chemical laws which govern it…
Therefore, the protection of the environment and the economic development are indeed
antagonistic processes” – William D. Ruckelshaus, “Toward a Sustainable Word”¸
Scientific American, September 1989.
The extension of the economic activity beyond the local framework and the
national borders began through the contacts among the economic units belonging to various
countries. The development level, the transports and communication status led to the
emergence of the internationalization phenomenon, which at first, manifested itself between
neighbouring countries of the same area.
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Subsequently, it extended over a larger and larger geographical area so as that
nowadays, it has become worldwide. Nevertheless, the economy internationalization
phenomenon did not comprise all the countries and areas in the same way.
Within the internationalization phenomenon, two fundamental forms may be
distinguished:
The economic integration (the ensemble of processes by which two countries
form a common economic space more efficient in certain aspects or in its
ensemble);
The globalization of economy (the process by which the economic acts and the
economy become the expression of the participation in a system of relations
which are carried out on a worldwide or global level).
The integration may engage the entire economy or only certain parts of it and only
in certain aspects. In the first case, it is said that the integration is global, and in the second
one, that it is sectoral or oriented on certain products.
The larger the number of the countries participating in the integration and the
higher the intensity of the integration, the greater becomes the necessity of some permanent
legal and organizational structures.
Sometimes, in the highly advanced forms of integration, these types of structures
are given a supranational character.
In this form, the integration is interstate.
The integration in general and the interstate one in particular, have a multipliable
effect upon the efficiency within the space of the member countries and ensures at the same
time, the best conditions for their stability and integrity.
The interstate economic integration may take various forms. According to the
integration degree, there are:
1. Free trade areas – in which the customs duties and the quantitative restrictions
of a particular area are lifted, but the foreign policy of each state towards the others continue
to be free.
2. The customs unions – are free trade areas which have agreed to charge the same
duties on goods imported from third countries.
3. Common markets – are markets which ensure the free circulation of goods, work
force and capitals within them.
4. Economic unions – are common markets.
5. Total economic integration – it is considered to have the highest degree, being
characterized by the unification of the general economic, sectoral and structural policies
under the rule of a supranational authority.
6. Political and social integration – completes the total economic integration by the
creation of common structures or institutions, which takes on some of the components of the
participating states, having more and more ample attributions within the social and political
domains.
An illustrative example is the European Union, known as the most advanced form
of integration. It originates in an idea suggested after the first world war in 1924 according
to which a divided EUROPE brings about conflicts, revived after the second world war
when became more and more apparent.
The emergence of the EUROPEAN UNION was favoured by:
The existence of a life style relatively similar, based on the same type of
civilisation in most of the European countries;
The positive effects contemplated by the initiators were perceived and
appreciated positively by the bulk of the population of the countries interested in
the achievement of the integration and subsequently during its functioning;
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The existence of a very powerful political will dedicated to the integration;
The experience and confirmation of the possibility of an advanced integration
provided by the existence and creation of a common market.
1.1. The globalization of economy
The process, through which the economy, as an activity, becomes the expression of
the participation in a relation system of the economic units, has globalized and nowadays
comprises all the national economies. This process referred to as the globalisation of
economy accelerated especially after 1985 along with the collapse of communism and it is
frequently perceived as the expression of modernisation and of the future based on well
qualified work places, capitals and high technologies.
Many governments are currently preoccupied with adopting strategies through
which to integrate their economies in the modernisation process by means of the
globalisation. This perception has sometimes a radical character, but it is also true that it has
begun to be strongly challenged.
The most important factors which acted in the favour of globalisation are:
the waiver of the regulations which obstructed the transnational investments;
the obvious reduction of transports and telecommunications cost, their
development and modernization;
the larger liberalization of local and international capital markets.
Such openings have facilitated the investments of trade companies in the places
where they wanted and found the smallest costs and risks, but they essentially contributed to
the generalization of competition.
The globalization of economy is a notion which reveals a double reality:
- the internationalization of the commodity and factor markets;
- the emergence and increase of companies, especially of the industrial ones, which
perform their activities simultaneously worldwide, display global production strategies on
the basis of the international division of labour, trades on global standards and with global
trademarks, launch their products simultaneously on more markets by integrating the
contribution of the companies specialized in marketing, creation, advertising, accountant and
financial expertises.
From an economic point of view, the purpose of globalisation is represented by the
profit and the survival of the companies under the conditions in which the R&D costs are
escalating, the life span of products diminishes significantly, a dense network of partners has
become necessary, the quality requirements are very high and the response speed to the
signals of the market is accelerating.
The numerous advantages derived from the differentiations in the economies of the
states are captured by globalisation, and actually, they are the source of the profit.
On looking for and trying to keep these advantages, it developed the geographical
mobility of enterprises, their delocalization or moving or that of their subsidiaries and the
preparation of the possibility to be present in each and every geographical or economical
place of the planet depending on the advantages that might occur. The work force is also
associated to the nomadic enterprise and, consequently, loses to a considerable extent the
stability of the domicile and the belonging to a social environment, to a universe of relations
delimited by the geographical proximity.
It is considered that the globalization of economy will be formally completed when
the commodities and the services, the capital and the labour will circulate entirely freely,
and the local governments and authorities in every country will treat equally all the
companies, irrespective of their nationality or origin. In other words, the globalization is
complete when the differentiations among the countries of the world won’t generate enough
advantages to fuel the process of profit searching. Such a situation is very far away and
globalisation will continue, and probably will become more intense.
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A special part to this effect is played by the multinational and transnational
companies whose capital originates in more countries and acts concomitantly in various
countries. Most of these companies come from developed countries: USA, the European
Union and Japan. They may contribute to the development of the economies in which they
are acting, especially by capital contribution, production increase and income distribution –
salaries, taxes and duties. However, there are negative aspects too – the investments and
their object of activity do not correspond necessarily to the needs of the countries in which
they are acting, the contribution in the high technologies is very limited because the most
complex ones are reserved to the origin countries, may not increase the production but
replace the local producers, may constitute economic and political obstacles for the countries
in which they are acting.
Such pro and contra arguments are also applicable to the economic globalization
and in the latest years, it was noticed an obvious increase of the opposition to the actions
promoted by the World Trade Organization and the Organization for Economic Cooperation and Development which, by they nature, may have negative effects.
The economic activity is marked over the years by changes, transformations, which
now have become more numerous, more ample, more profound. Of them, the most obvious
by dimensions and consequences, are the production and the market, which were once local
or zonal-national, exceed more and more national spaces and become international, the
expression of the participation of the economic units of various countries.
Nevertheless, this tendency has existed for some time and it has accentuated along
with the formation and development of the world market.
It is especially illustrated by:
– the increase of the weight of the external trade in the gross domestic product of
the countries;
– the unprecedented extension of the external investments;
– the staggering rise of transactions on the forex market.
A first meaning of the relation between globalisation and integration is that of
considering the European integration process as being the political answer to the exigencies
of the globalisation (Wallace, 1996).
There is also a second meaning (Dinu, 2005), according to which the European
integration process has allowed the creation of the institutions which sustain the integration
of the European economy in the course of the globalisation.
Eventually, there is the European model of the European Commission, which
sustains a third meaning in the manifestation of globalisation, a middle one, between
protectionism and uncontrolled opening of the economy (see fig.1), (Dinu M., 2007:p.43).
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The distinction of the European
model – success premises

The European model has
experience in efficiently
avoiding the deviations of
the market (the European
economy is structured on
social responsibilities).

The European
model – a whole
which wants to
spread prosperity
from the hard core
to the emerging
areas.

The European
model harmonizes
the macrostabilization with
the microdenomination.

In the European
model a
considerable
public property coexists with a
dynamic individual
property.

The distinction of the European model – risks

The difficulty of
adopting values
specific to the
functionalization of the
whole.

The EU is too
“poor” in
supporters.

The Euro
registers
hesitations in its
competition with
the dollar.

The adequate functioning
of the supranational
institutions is blocked by
the tangled bureaucracy,
by corruption.

Fig. 1. The distinction of the European model – success premises and risks

Of the points of view and analysis of an European model of globalisation four key
elements may become apparent (Dinu, 2007, p.42):
The acceptance of the liberalization principles – considered „motors” of an
advanced development.
The increase of the transparency of the communitarian institutions.
The harmonization of the globalisation (the commercial one in particular)
aiming at the reduction of poverty.
The protection of certain domains:
– agriculture
– public health
– environment
– cultural diversity (“domains for which the logic of the social and the
cultural protection have precedence and not the action of the market” (1).
The economic integration and the globalisation play an important part in the
European countries and have a major importance in Romania.
Notes
(1) According Marin Dinu, Cristian Socol, Marius Marinaş, 2005, „Modelul european de
integrare” („The European Integration Model”), Editura Economică, Bucureşti, p. 149.
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Abstract. The economic growth and development literature reveals an abundance
of theoretical and empirical arguments in favor of the role that physical capital,
technologies, R&D, and savings is playing in order to increase a nation’s long-run
productivity. As far as institutions and institutional arrangements are not among these
factors, we can conclude that institutions either don’t matter in the equation of development
or do not differ across countries.
The institutional approach of the development process starts with the following
fundamental hypothesis: the allocation of economic resources and the efficiency of
productive activities are strongly influenced by the institutional and political environment.
The incentives that guide the behavior of entrepreneurs are emanated from the specific
institutional arrangement in which they live and work. Thereby, the institutional analysis
emphasizes that technological changes tend to have a different evolution over time and
across economies mostly because of the structure of incentives and constraints. Douglass
North, one of the most nowadays influential economist, consider that the events of the past
two decades in Central and Eastern Europe (and China, as well) should have convinced
even the most dedicated neo-classical economists that institutions matter, and, in
consequence, must be integrated with the classical sources of growth and development.
Key-word: economic growth; de velopment; institutional change
REL Codes: 1H, 18B, 19H

1.1. Introspective analysis of theory of economic growth
The economic growth and development literature reveals an abundance of
theoretical and empirical arguments in favor of the role that physical capital, technologies,
R&D, and savings is playing in order to increase a nation’s long-run productivity. As far as
institutions and institutional arrangements are not among these factors, we can assume that
institutions either don’t matter in the equation of development or do not differ across
countries.
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The neoclassical approach considers output as a physical and human capital
dependent variable. In these circumstances, the output growth is only a consequence of the
increasing inputs and technological improvements1. Therefore, the optimum recipe
prescribed by the neoclassical economists is mainly based on growing the savings rate and
technological progress. Because his growth model takes technological progress as
exogenous, and returns as being constant, Solow advocates the economic convergence
among the world’s economies. According to this idea, less developed countries will benefit
from a catching-up process (in case of international migration of capitals and technologies).
If this strategy is the solution for the development process, then why some countries
continue to be rich, some are progressing substantially, while others are still poor? Even
more, why is there no general and unconditioned process of economic convergence?
New Theory of Growth has a similar topic. Because he was convinced that the
neoclassical approach must be over passed, Paul Romer tests new hypotheses that will
become real challenges for the growth theory. Among these, one could notice the differences
between tangible and intangible goods, the methodological framework of models used by
economists in order to describe the world and, also, the crucial role played by knowledge
and information in economic growth. The idea is that the neoclassical theory is not wrong,
but incomplete, since the models used previously left out of the analysis many issues that are
quite significant. The New Growth Theory asks fundamental questions about the
development process. Why is the world today much richer than a century ago? Why some
countries have developed much faster than others? Why is there a weak economic
convergence in the world?
We must admit that, although they formulated key questions for a better
understanding of the growth and development process, the economists of the New Theory
have limited their arguing to explanations such as the endogenity of technological changes,
the atypical nature of knowledge and the negative effects of increasing returns over the
process of economic convergence. However, this scientific approach is still incomplete as
long as it ignores the institutions and the institutional change. Our opinion is that an
adequately answer to all these questions regarding technological progress and economic
development has been delayed till the last decade of 20th century, along with the
international success of neo-institutional approach.
The analysis of the way that people react to institutional changes, or of the way in
which their behavior influence institutional change, is considered a better scientific approach
in order to explain the economic progress. The methodological frame is very different from
the previous ones. In the first place, we ignore the holistic analysis, and follow the
individualism. Thus, we will describe the development not as the result of the productivity
of our society, but as the result of human action. In the second place, our way of thinking is
based on general truths of economic science (e.g. people respond to incentives). Therefore,
the empirical aspects are used in order to illustrate (and not to confirm) the logical
implications of human action in a particular institutional arrangement.
1.2. The institutional perspective on growth and development
The institutional perspective on the process of growth and development is based on the
fact that the availability and the productivity of the resources are crucially influenced by the
institutional and political environment. The incentives that the economic actors are faced with are
mainly derived from institutions, which in D. North’s opinion may or may not be efficient.
An institutional structure that is favorable to economic freedom and guarantees
private property demonstrates its ability to offer starting points for the economic growth
process for several basic reasons:
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•

It stimulates the allocation of scarce resources to satisfy the most important
needs;
• It stimulates entrepreneurship and “trail and error” process since public
companies and regulations play a minor role in the economic life;
• It offers a better predictability of business environment by increasing the price
stability;
• It promotes free trade and the migration of capital and labor;
• It transforms the role of the state in society from “welfare state” to “nightwatch man”;
• It stimulates productive activities and destimulates the rent-seeking activities.
Technological changes that take place around us have a different dynamics because
of different structures of incentives and constraints functioning in those areas. Empirical
illustrations of this economic principle are the progresses made in the last several years in
Central and Eastern Europe or in China, progresses that should have convinced even the
most conservative neoclassical economists that institutions do matter and therefore they
must be integrated among the other fundamental sources of the economic growth and
development process.
First of all, favorable institutional environment (both economic and political) will
facilitate creating the necessary conditions for economic development. For example,
creating such a climate is the main premise to enter the trajectory of progress for many excommunist countries or third world countries.
Secondly there is a clear interdependence between technological and institutional
change in every economy. Private companies are permanently looking to minimize the total
costs (both production and transaction costs) that economic activity involves. This can be
done by technological changes that lead to reducing production costs or institutional changes
that can lead to a decrease of transaction costs. Also, technological changes such as
telecommunications have a substantial contribution to reducing transaction costs just as
institutional changes in fiscal policy can influence production costs.
Thirdly, the growth of government and government regulation surely has a negative
impact on productivity and progress. The case of socialist economy where the state has had
the control of the entire economic system vs. market economy is very useful to understand
the relationship between the role of the state in the economy and the economic performance.
The impressive catching-up process that China has developed in the last two decades comes
to confirm our point of view.
Fourthly, an inevitable consequence of increased government intervention in
business environment is known as rent-seeking. Therefore, economic organizations swift
their attention slowly from satisfying consumer’s needs to satisfying bureaucratic needs,
meaning using politics (and politicians) as an instrument for increasing their profit. The rentseeking phenomenon that receives a growing attention among the economists has certain
negative implications (although impossible to measure) over the long-run productivity.
1.3. From institutional change to economic development
The impressing increase in productivity was caused by the fundamental change in
the institutional arrangement and in the organizational structure of the business environment.
This perspective can be described as a supply side argument. Also, the permanent tensions
generated by social changes determined the need of change in the institutional frame in
order to attenuate them. This last argument for changing can be included in the demand side
bundle of arguments. North (1993, p. 1) highlights that institutional change both on the
supply and the demand side will always be decisive factors in the equation of productivity
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and progress. The analysis of institutional change must begin with identifying the agents, the
sources, the process and the direction of change2.
The agent of change is the entrepreneur, the one having subjective perceptions over
the current structure of society, who acts based on some metal models about the future
structure of market and society.
The sources of change are reflected in the market opportunities perceived by the
entrepreneur. These derive either from external technological or political evolutions, either
by acquiring new abilities and competences that allow mental entrepreneurial constructs. For
example, changes in relative prices are often the most visible external sources of change
while tastes and innovative ideas are internal sources. In conclusion there is a mixture of
internal and external sources that stimulates human action towards institutional changing.
D. North (1993, p. 2) states those institutional changes, or at least those who are the
effect of a deliberate action, are the result of the cost-benefit analysis which conducts
entrepreneurs in their activities. They evaluate the benefits resulted from changing the
present institutions, comparing them with those in the new institutional context. It is obvious
that the category of costs includes also the transaction costs emanated from this process.
Eventually, the sources of institutional changes that take place in a society are - according to
the principle of methodological individualism- the entrepreneur’s perceptions.
The process of change is recognized as a difficult and complex one. The main
reason is that the social structure, the interdependences and complementarities, the network
of externalities (formal and informal rules, etc.) will naturally weight more for maintaining
the current engagement. This is also the reason why we believe that the transformation of
formal rules without damaging the existent social order is the result of a negotiation between
the parts involved. Unlike these, the temporal horizon of changing the informal rules
(constrains) is much greater, and it is necessary to weaken, in a gradually manner, the
existent conventions or social norms.
The direction of institutional change is highly influenced by what Paul David
called path-dependence. The economic and politic organizations that have come into
existence in a certain institutional arrangement are naturally prone to maintain it. Weakening
and reorientation the institutional environment is often the result of some external sources of
change that could lead to weakening the relative power of the current organizations or of the
appearance of organizations with divergent interests.
The transition process - that ex-communist countries had and still have to deal with –
became very quickly a hot topic in the scientific world, especially among economists. Therefore,
the end of the “cold war” demonstrated the pertinence of development of a theory of transition and
institutional change. As a matter of fact, the EU integration process has been in the last decade an
external and powerful source of influence for the ex-communist countries to shape their
institutional change and to design the framework of transition strategy.
Despite the simplicity of market economy fundamentals, the experience of transition in
Central and Eastern Europe reveals large differences among the nations with regard the “optimal
strategy” of institutional and economic reform. The contradiction and the conflict between “new
rules” and the “old ones” (prevalent in society) registered different levels depending the economic
and social institutions according with the society works in the previous period of time. This might
be a good argument to explain why some countries preferred “shock therapy” while others
consider most appropriate the “gradual therapy”.
The “legacy” of the communist regime is not only an economic structure mostly
inconsistent with the consumers’ preferences, but also an ample matrix of behaviors, formal
and informal rules which continued to exist and dominate the transition process. Those
countries with formal and (especially) informal institutions relatively favorable to private
property and principles of market economy (see for example the case of Czech Republic,
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Poland or Hungary) have confronted with a weaker social opposition to structural
adjustment process. Albeit the short-run social costs of restructuring economy were
enormous, the society and the politicians considered that shock therapy must to be done.
This was not also the case for Romania or Bulgaria, for which the sum of short-run and
long-run costs of structural adjustment were much higher. And there are two main and
broadly reasons. The first one, it had exist a lack of trust and legitimacy of the “new”
political power among population that they will do the right thing to bring prosperity and the
private property order. The second one (and may consider this an empirical evidence) is based on
the fact that even many representative and influential politicians have considered to be unfitting to
urge creation of capitalist order. Thus, the selection of a particular reform measure is considered by
our government a matter of political entrepreneurship and not a scientific one. Besides, the theory
of public choice and the democratic governance experience emphasize that economic policies are
strongly influenced by opportunistic behavior and the wish to maintain (as long as possible) the
political power in their hands. In general, the economic reforms still are ruled by interest groups in
order to gain economic privileges (Marinescu, ed., 2007, p. 355). Under a discretionary regime
and legislation, the legitimacy of state is falling down, and this generates a non-compliance
behavior in the society.
Market transition experiences make us understand the relationship between institutions,
quality of governance and economic development. Institutions and institutional arrangement
strongly influence the functioning of society. Moreover, the institutional change is to a large extent
dependent by the institutional structure prevailing in society, and, more significant, is occurs more
slowly than at the first side. Another important conclusion is there must a functional correlation
between the goals and instruments to achieve them. By only designing goals like economic growth
and development, the society will not be better off.
The economic analysis of institutional change and market economy transition has to
begin with the most important goal: productive activities in economy must be directed to the
structure of consumer’s preferences. In the last instance, this means to get out government
from business environment, to encourage private actors by reducing tax burden and so on.
But the reducing the role of state in the economic field would not mean only the formal
absence of state property or simply the existence of private property rights. It supposes
actually the emergence of a sustainable institutional (formal and informal) arrangement
against government intervention in the market matters, which can protect the existent private
property and encourage new created and legitimate ones (Marinescu, ed., 2007, p. 356). We
can conclude by underlying that only the social order based on private allocation of
economic resources in society is suitable for economic prosperity.
Notes:
1
The accent is therefore placed on the necessity of supplementing the stock of human and
physical capital, and investing in R&D activity.
2
For a more elaborated analysis of the nature of the institutional change, and its role played
in the development process, see the work of Douglass North (especially, North 1993).
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Abstract. Solutions for the entrepreneurship’s re-enforcement must begin with
analyzing and understanding the main institutional constraints of the entrepreneurial
process. The fact that, in Romania, the market economy culture is insufficient cannot be
considered the entrepreneurship’ deficiency cause, but an predictable effect of the socialist
era and a result of the post-communist, democratic, „state made transition” policies. One
cannot speak about the entrepreneurial function within a system of state controlled property
or if property is subjected to state’s arbitrarily legislation. Only the order of private
property and economic freedom enables entrepreneurship to emerge. The main goal of this
study is to find out the way the economic European model, meaning here the nature of its
institutional arrangement is favorable to entrepreneurship and economic prosperity. Behind
the actual necessity of European model institutional restructuring, we consider that
neglecting the huge force of institutional incentives on entrepreneurship could represent the
„Achilles heel” for the European Union economic performance.
Key words: institutions;
performance; European social model
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1. Institutions and entrepreneurship
Institutions integration in economic theory can be considered a recent process, as
long as the mainstream economists seem to neglect the institutional structure. Such an
approach reveals the idea that the incentives included in the institutional arrangement of
market economy define the quality and intensity of entrepreneurial activity. The economic
progress is inevitably influenced by the existence of this institutional frame favoring
entrepreneurial activity in which formal and informal institutions cooperate efficiently, and
property rights are precisely defined and well protected. Incentives and society’s
institutional rules directs entrepreneurial efforts toward successful productive activities or,

∗ The approach synthesizes the institutions and entrepreneurship analyze in the paper “Market Economy
– institutional foundations for prosperity”, authors: Cosmin Marinescu (coordinator), Gabriel Staicu,
Marius Pană, Diana Costea, Bogdan Glăvan, Cosmin Rogojanu, Marius Spiridon, Cosmin Mosora,
Grigore Piroşcă, Emilia Topolică.
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on the contrary, generates feasible gains by using political channels, such as rent-seeking, to
the prejudice of the consumers and tax payers.
Naturally, human beings are perceptive to a system of general rules that structure
and guide the human behavior. Institutions are providing humans with that confidence and
stability degree needed for interpersonal relations and, on this bases, for social division
expansion. The lack of a certain degree of predictability and confidence, such as human
behavior general rules (1), restraints the full capability of individuals to concentrate and use
all abilities and knowledge they posses or they could posses.
It is well known that, especially within the Austrian Economic School, the role of
institutions in explaining the market process is an essential one. These appear to be a
distinctive class of phenomena, as described by Adam Ferguson and became representative
By using the “Austrian” perspective they emphasize the existence of a certain class of for
the Hayekian paradigm: human action, but not human designed (2). Such an approach reveals
how the most important institutions (language, economic, legal or moral rules) in the society
appeared and spontaneously evolved as a consequence of human interactions, which
synthesize “the invisible hand” principle, probably the most important intellectual discovery
in the entire history of (economic) thought.
Institutions, the „rules of game” in the society (North, 1990:3), are those constraints
and incentives that guide the human interactions and are adopted depending on the way
people succeed in solving the problem of social cooperation. Institutions define the
incentives and constraints of human actions in the society. So, successful human action and
economic prosperity are ultimately explained on an institutional structure basis. Analyzing
the evolution of mankind, one can argue that institutions are the main feature of human
civilization and the headspring of social cooperation process. Society cannot exist without
institutions but, on the other hand, societies existence and development makes possible the
institutions evolution.
What makes the entrepreneurship an essential factor of economic progress is not it
innovation ability or the so called „entrepreneurial spirit”, but in fact the institutional
arrangement within which the entrepreneurial activity takes place (3). Otherwise, we could
not explain how this spirit could be brought to life, as its manifestation does not meet the
expectations (e.g. economic progress) (Baumol, 1990:894). In order to favor the
entrepreneurial activity, the institutions, both formal and informal, must be configured
according to the private property order, to be stable and quite easy predictable in time.
Also, it is necessary to understand that entrepreneurship is a concept naturally associated
with the market economy order. Within socialism, it is impossible to assimilate the state with an
entrepreneur ready to give answer to some crucial questions like “What to produce” and “How
much”? In market economy, the entrepreneurs are those who decide the production factors
distribution according to the expected benefits (4). These benefits are mainly determined by the
degree of the consumer satisfaction. Therefore, the consumers are those who will decide
eventually whether an entrepreneur gain profit or, on the contrary, will have to give up for
someone else. Buying or avoiding to do so, consumers determine unseen selections between
entrepreneurs using some kind of daily repeated election process. In a free market, consumers are
those who decide who deserves to possess or not and, especially how much to possess from the
production resources. So, the voluntary exchange process means in fact the permanent reallocation
of property rights according to consumers demand.
Entrepreneurship represent the prosperity essential factor, but it is also possible for
the institutional arrangement to deter entrepreneurial efforts when it sets people free from
the market’s conditions. This metamorphose of the entrepreneurial activity from stimulant to
obstacle happens because the institutional arrangement decides the rules of the game.
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Ignoring this fact would make it difficult (if not impossible) to explain why some countries
get rich and others remain poor.
Competition creates innovations. Economy can’t reach general equilibrium, as the mainstream
claims, and firms do not produce homogenous goods. On the contrary, one can rely on many
evidences to contradict this false hypothesis: profit opportunity anticipation, acting on these
opportunities, confronting uncertainty, product differentiation in order to enhance firm’s appeal to
consumers. Otherwise, we should deny the progress existence because in general equilibrium
there is no incentives for the entrepreneur to risk his property.
Institutions „fuel” the engine of the economic progress. Having favorable effects
over entrepreneurship, institutions contribute to increasing economic performances. The
most important institutions are undoubtedly the property right and economic freedom. First
of all, incentives contained by various institutional arrangements can enhance productive
entrepreneurship and, so, the economic performance. Secondly, institutions describe the
individuals freedom in taking various initiatives. Creating that institutional frame able to
protect private property rights could be considered the most important institutional
contribution to economic progress via entrepreneurship.
2. Institutions and economic performance in EU
Recent evolutions in Europe raise questions on the viability of the actual economic
and social model that defines the European construction project. Latest news presented great
union demonstrations that almost paralyzed symbol towns of EU. Worried and astonished,
we assisted to the terrifying spectacle offered to the entire world. “Bolkenstein Directive”,
against which were hundreds of thousands of European people, seemed to become a horror
movie title that threatened to dethrone social privileges of welfare state.
The european integration process, as it was conceived, was based on the creation
and consolidation of an executive specialized branch at national level, which favours the
executive component of government. This derives from the fact that the negotiating process
and the adoption of European norms is, in reality, an administrative exercise which has the
nature of consolidating even more the “statist model” in Europe through the perpetuation of
the welfare (redistributive) state and the social market economy model - a model whose
economic performances are more and more modest. The fact that the whole process of EU
enlargement has developed in a purely elitist, technocratic way has eroded the public
support and the trust in the integration process.
From the economic theory perspective, it is not clear why EU must be a centralized
institutional and political arrangement. Free market and competition are capable of growing
the European prosperity without establishing even the growth, form and thickness of fruits
and vegetables, as nowadays happens with the European laws. Almost all economic and
social politics are “harmonized”, at a pan-European level, and the expansion based on a
strictly conditioning system becomes a very strong instrument for reducing the diversity.
It is well - known the confusion that the philosophy of EU political elite makes
between “harmonization” and “harmony”. In fact, harmonization is another way of speaking
about ”unification”, meaning accepting a unique rule, in fact “standardization” that
European institutional arrangement propose to almost all social life sectors. Harmonization
architects seem to ignore what’s most important for the economic prosperity, meaning
diversity, competition between different institutional arrangements and, in globalization
terms, even between different fiscal systems. Only competition is the one that can improve
the situation, meaning reducing tax burdens and improving public services.
When the economic history of Europe from the last third of 20th century will be
written, we will understand the whole series of battles that national governments have
launched against the economic reality, with the mere illusion that victory can be granted by
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the embodiment of a simple majority. In this period, Europe was dominated by the
institutional arrangement of the welfare state, whose practices were promising education,
healthcare, security, prosperity, jobs, in a word happiness for everyone. For the achievement
of this goal, national governments understood to increase governmental spending to over
50% of their GDP.
The fundamental trait of the “European model”, taken over ad-literram from the
arrangement of the „welfare state”, consists in the redistribution of welfare in the society.
Nowadays, the political redistribution of property is considered, even amongst economists, a
“natural” prerogative of the state. But the institutionalization of the redistributive practices
of the welfare state produces, during time, as it has been proved, two types of consequences
that inhibit economic prosperity (Marinescu, 2004):
a) At economic level, the incentives for work, initiative and entrepreneurial activity
are negatively affected; a decrease in the rate of capital formation, the disincentive of the
investments with depressive effects on the economic activity.
b) At socio-cultural level, changes occur in the social structure regarding the types
of personality and character of humans. Social assistance is the one that creates a “mentality
of assisted” and favours the collectivist and equalizing cultural values.
Beyond the precarious realism of the policies of the European welfare state, the
main goal of the “model” consists in developing a vast scheme of social security, starting
with the full monopoly of state in the education sector, goes further with the legal protection
of labour places, the best paid holidays, the lowest duration of labour-time that ever existed
and ends up with the social insurances for the unemployed and the state pensions.
But which are the economic costs of this social „generosity”? First, we need to
understand this public “generosity” is built on higher taxes that have always defined the
welfare state institutional arrangement. The redistribution mechanisms and the burdensome
taxation are the very sources of the economic problems that Europe faces at this moment.
First, we talk about a very pale economic growth experienced by some of the hard-core
members of the Union. Economic growth rates of 1-2% have become almost a rule, thus
being official figures of the economic counter-performance in the EU. Happily, the
economic growth deficit in the EU raises serious constraints for the European elite in
continuing to rolling systematically the social (read “political”) leverages of “welfare”.
Secondly, it is the serious frictions in the way of the realization of “social harmony” whose
source resides, ultimately, in the administrative defection of the labour market mechanism.
During the thirty years since the “social model” became a political must, unemployment
exploded from an average of 4% to over 10% in France and to approximative 12% in
Germany. And from the side-slip of the labour market (if we allow ourselves to call it labour
market) to the undermining of the fundamentals of civilizations, of “social cohesion” (a
concept so dear to the planners of the EU) are only a few very small steps.
The morale is that social policies meant at ensuring social cohesion end up by offsetting economic growth and implicitly, the creation of jobs, which also explains the
dramatic tensions in the labour market in countries like France and Germany. Moreover, the
partisans of the “European social model” proved the misunderstanding of a simple economic
logic when they claim that unemployment is high in Europe because the model is not
“social” enough…or “European”, which holds the danger of giving birth to an even more
stringent need of European “harmonization. In reality, unemployment is the consequence of
a labour market stiffens by its own over-regulations by the job protectionism. This is
contrary even to the principle of “freedom of contracts” by a fiscal burden that ruins the
incentives of entrepreneurship, hence the scarcity of the newly created jobs. In an economy
dominated by the public sector, the thirty years time of economic socialist policies have
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spoiled the incentives of the entrepreneurship and turned the “working class” to an
amorphous mass continuously nourished with preferential legislation.
3. Entrepreneurship and institutional “sins” of the EU
Modern welfare state induces a kind of elective “paternalism” within the economy.
Europe’s recently institutional crisis and weak economic performances are consequences of
the institutional arrangement that dominated continental Europe economies, especially those
of France, Germany and Italy for the last thirty years. This “paternalist” model of economy,
dominated by state intervention in almost all areas of social life, can also explain the
entrepreneurial precariousness and the great conflicts within labor market.
When speaking about entrepreneurship stimulation, the EU solutions to the
economic problems overlook completely the role of institutions.
EU officials acknowledge the crucial role of entrepreneurship in generating prosperity.
The European Commission considers stimulating entrepreneurship one of the main objectives of
its activity (5). Official economic analysis concerning entrepreneurship in Europe underlines
entrepreneurial scarcity comparing to the US entrepreneurship, for example. Many other similar
studies reveal the same deficiency. Data from TEA index (Total early-stage Entrepreneurial
Activity)(6) reveals that entrepreneurship rates for sixteen EU countries are significantly lower than
those for the Anglo-countries (Bosma, 2005, p. 3). Poland and Ireland emerge as the EU-countries
with the highest TEA rates in 2004. This proves that institutional reforms can make the difference
when it comes to entrepreneurship (7).
The above mention analysis concludes that EU is not fully exploiting its
entrepreneurial potential, being given both explanations and also possible solutions in order
to destroy these impediments for the Europeans prosperity. Being the result of a quantitative
approach, the solutions adopted by the EU officials contain endorsements designed to
increase the number of entrepreneurs rather than to improve institutional frame for
entrepreneurs. For example, Action Plan: The European Agenda for Entrepreneurship report
makes a very good example. Each one of the strategic policy areas meant to enhance
entrepreneurial capability can only contribute to a growing number of entrepreneurs
(encouraging more people to become entrepreneurs, creating more SME’s).
Education is crucial for achieving these goals. Although a certain level of education
is needed for enhancing entrepreneurial abilities, this is not always adequately. Moreover, a
certain type of education can inhibit innovating attitudes needed for developing successful
entrepreneurship.
Despite all these evidences, the idea of learning and teaching entrepreneurship in a
formal manner is still widespread. That’s why a growing number of universities across US
(from a few in the 1970’s to 1600 in 2003) added entrepreneurial education classes to their
curricula (Kuratko, 2004, p. 11). The American model inspired EU officials. European
Commission (2005, p. 8) insists on promoting entrepreneurial education using state
intervention. Therefore state members are suggested to integrate entrepreneurial education
into all school’s curricula and provide schools with the proper support to allow them to put
in place such an educational scheme.
Misunderstanding the headspring of entrepreneurship generates unrealistic
objectives that provoke only the bureaucracy extent over the educational system.
Entrepreneurial abilities cannot be taught. Every individual posses more or less
entrepreneurial abilities that burst whenever the existing incentives are favorable.
Although European officials struggle finding feasible solutions for improving
entrepreneurship, they are missing the whole point. Current European institutional
arrangement can’t provide incentives for potential entrepreneurs due to the largely social
and redistributive goals of the welfare state. High regulation within the economic
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environment and heavy burden of taxation are only two of the institutional causes explaining EU’s
entrepreneurial “lack”. Moreover, dense labor market regulation meant to ensure employment
security generates high employment costs discouraging entrepreneurship and new employment. In
these circumstances, most Europeans prefer to work in business environments that are less
affected by regulations, while the unemployment rate is growing in the EU once the social model
imposes the same pressure over the budget.
In many EU countries levels of employment is negatively correlated with the
capacity of exploiting entrepreneurial opportunities (Bosma, 2005, p. 9). The institutional
explanation for this lower “urgency” to engage in entrepreneurship is the employment
protection comparatively strong and unemployment benefit schemes still relatively
generous. Moreover, potential entrepreneurs are discouraged to employ people because of
low labor market flexibility and high costs of dismissal.
This is one of the many reasons why Europeans are reluctant engaging in entrepreneurial
ventures. But still, Commission underline that together with the Member States will continue to
tackle “the negative effects of business failure” and will start examining the options for
entrepreneurs to ensure against personal risks in social security schemes (8).
In these circumstances, tax competition can become a problem for some Member
States, as France and Germany. Despite of a certain tax cutting reforms, these countries
have the highest taxation rates. Although the Commission considers high taxes being a
serious cause of the lower entrepreneurial capacity underlining that measures should be
taken, the officials from Bruxelles claim the necessity of fiscal harmonization (9).
Therefore, European welfare state institutional arrangement can’t provide the
incentives for productive entrepreneurship and prosperity. This emphasize that, in fact, there
is a huge difference between the EU officials’ desires and the entrepreneurial reality.
Notes
(1) Evoking the learning of David Hume (Inquiry Concerning the Principles of Morals,
1752) and Adam Smith (Theory of the Moral Sentiments, 1759), Henry Hazlitt argues
for a “ode to the general rules”. Social virtues of justice and trust doesn’t represent
direct consequences of every isolated individual act but a result of the whole system of
interpersonal relations which describes, in fact, the society. Peace and social order are
naturally assisting the rule of law against exploitation and institutionalized violence,
which seem being a part of the current state-based social organization itself.
(2) Langlois(1986, p. 5) argues that “probably Menger deserves like no other original institutionalist
to be considered the spiritual senior of the neoinstitutional economic theory”. In his study
“Problems of Economics and Sociology”, Carl Menger conveys the fundamental problem of the
social sciences in terms of the following question: “how can be possible that institutions which
serve and are extremely significant to the development of common welfare come to life in
absence of a common will for their creation?”
(3) The level, quality and intensity of entrepreneurial activity are strongly related with some specific
and favorable economic and social conditions. As Baumol (1990) shows, the institutional
structure and evolution define and modify the entrepreneurial activity and its intensity.
(4) “A superficial observer could believe that they are supreme. But they are not. They are
bound to obey unconditionally the captain’s orders. The captain is the consumer.
Neither the entrepreneurs nor the farmers nor the capitalists determine what has to be
produced. The consumers do that. If a businessman does not strictly obey the public
orders, as they are conveyed to him through the market prices structure, he suffers
losses, he goes bankruptcy, and is thus removed from his eminent position at the helm”
(Mises, 1966, p. 269).
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(5) For example, in 2005 the weight of public expenses reported to PIB was of 53,6%. This
lead to promises given by the public power to control the public expenses in the next
years and so the percentage to be reduced to 51% up to 2010.
(6) See Marinescu, Cosmin, “Institutions and Prosperity. From Ethics to Efficiency”, Economic Ed,
Bucharest 2004, Chapter 5 “Politic Institutions: Non-Owners Power”, p. 181-236.
(7) Measures recently promoted by the Commission tend to contradict this presumably
favorable attitude to entrepreneurship. One can consider Commission’s decision to fine
Microsoft for defying European’s rules of competition. This attitude is contradictory
with the declared goals of the Commission concerning entrepreneurship. On the one
hand, European officials lament about EU entrepreneurial lack and, on the other hand,
hind free entrepreneurship to manifest itself enforcing law barriers which restricts the
main entrepreneurs’ goal: gaining profits from their own innovations.
(6) TEA index defines the percentage of the adult population (18–64 years old) that is either
actively involved in starting a new venture or the owner/manager of a business that is
less than forty-two months old.
(7) Ireland keeps the last three decades’ trend of higher entrepreneurial rates, the same as
Greece, Italy, United Kingdom (Wennekers, Thuryk, 2001, p. 4, 5). On the contrary,
entrepreneurial rates are decreasing in countries such as France, Denmark and Norway.
(8) Far from understanding the real causes of the entrepreneurial “deficit” (excessive
regulation, high levels of taxation, governmental activism), the Commission offers
completely wrong solutions to a phenomena caused exactly by the excessive state
intervention in economy. Besides, it’s a well know fact that governments tend to solve
problems caused by state intervention using even more interventionist policies.
(9) Although the solution suggested by the Commission was meant to cut off fiscal diversity
through the EU states, in fact is destroying competition and hind the crucial reform
process of reducing tax burden.
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Abstract. The European dream was built on the philosophy of social market
economy and the basement of the Union has became the cohesion policy, implemented by
the transferences of structural funds.
The Institution of Structural Funds Absorption (ISFA) represents one of the
products of the integration effects within the new complexity of EU -27.
The Institution of Absorption is being proposed as a new, systemic concept that
comprises the philosophy, the principles, the rules, the mechanisms and economic agents
that carry on the process of structural funds absorption within a national economy.
Considered as a whole, the Institution of Structural Funds Absorption guarantees
for the quality of the integration and the subsequent economic, social and territorial
convergence.
The way in which we will make use of the Eur 19.7 billion depends on the capacity
of Romania for intelligent self-governing, by integrating this common effort in the
spirituality of all stake-holders’ behaviours.
The importance of the European integration is the fact that it represents the most
coherent way to (re)built the Romanian dream.
Key words: cohesion; convergence; integration; European Union; Structural Funds
REL Codes: 20F
1. From knowing to the necessity of the economic, social and territorial
cohesion within the new european union (neu) to understanding it
The European dream, as it is called the European construction project by Jeremy
Rifkin, ex Romano Prodi’s American councillor, was built on the philosophy of social
market economy, on the basis of a unity, diversity, efficiency and solidarity policy.
The solidarity within the EU has the form of subordination of the market to the
social issues and the particularity to aim simultaneously at economic growth within a
keynesian macroeconomic model.
The EU culture for generalized welfare, solidarity and stability, corroborated with
the political will and necessity to minimize the disparities among the EU regions, has
materialized into the basement of all the Union’s policies, that is the cohesion and
convergence policy, with the main objective to contribute at the fulfilment of the targets of
the revised Lisbon Agenda.
The convergence means to tend to similar and compatible goals within the EU
territory, on the bases of common social and political values, in consequence being a direct
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instrument for integration and stability. Cohesion means mutual support among countries
and regions with the aim of economic, social and territorial convergence. Convergence and
cohesion are in the same time essential legitimating factors for the European project,
promising, firstly, human dignity and prosperity.
The cohesion policy has developed from the simple signalling of the necessity to
reduce the differences among regions and to favour the less developed ones in 1957, in the
preamble of the Rome Treaty, to being one of the EU priority objectives, in 1992.
Actually, cohesion must respond to the New European Union’s (NEU)
configuration, being, firstly, much more necessary for sustaining the new European
architecture. The New Union, which has passed through spectacular enlargements, needs the
stability of convergence and the help of cohesion in order not to lose its equilibrium on the
podium of globalization.
The cohesion covers today the expanded dimensions of the NEU, represented in the
following figure:
territory: 4.341.000 kms
enlargement

population: 491.011.000
inhabitants
concept: European spirit

1957,
6 states, EEC

more communitary
competences

2007, 27 states,
NEU

Integration into
globalization
New type of
governance

Increased
disparities

New
political

NEW CHALENGES OF THE
CONVERGENCE WITHIN THE NEU

Figure 1. New challenges of the convergence within the NEU
Source: own elaboration.

The concept of the European Union in 1957 is completely changed from the one of
the EU27 or NEU today.
In consequence, the convergence policy has to respond to modifications of
paradigm of the European model. Convergence takes as a point of reference the new red
economy and the role of the NEU of “facilitating and regulating a flux of assets and
convergent interests” (Rifkin, 2006, p. 191).
Simultaneously, this has to contribute to the fulfillment of the new political and
social commitment to respect human diversity, to promote social inclusion and to protect
global peace.
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So, the convergence policy acts on the ground of structural and conceptual
modifications of the EU, that represent new challenges for its nature, role and efficacy.
For example, from the point of view of space and population, the enlargement from
15 to 25 members resulted into an increase of the surface by 23% and of the population by
20%, and the adhesion of Romania and Bulgaria meant an increase of the UE population by
6% and a decrease of the average GDP per capita by 5%.
The new governance on which bases the European model operates had to provide
solutions for the cohesion policy taking into account that the political agreement regarding
the distribution of the financial resources is an important aim for the smooth functioning of
the NEU. The fact that the poorest regions, with the most acute financing needs, belong to
the new member states (in Romania and Bulgaria there are twelve of the poorest European
regions) required the consensus regarding the fact that about 51,3% of the total resources of
the cohesion policy should be received by the new member states.
The differences in incomes, major between old and new EU members (the
minimum wage at the Purchasing Power Parity in Romania was the lowest compared with
the rest of minimum wages of the member states in January 2007, being seven times lower
than the maximum minimum wage, of Luxemburg) (Regnard P., 2007, p. 3) have a direct
influence on the perception and acceptance of the Union as a structure propitious to
economic and social growth and security, the legality of redistribution of resources and the
economic agents’ behaviour. In this sense, it is obvious the new role of cohesion as a
political and social factor for stability within a divers economic context.
Once officially recognised the major importance that the R&D activity plays for the
economic growth by the Lisbon Agenda, the convergence must address also this priority, all the
more so there are important differences among regions in this area. 46% from the total R&D
expenditure is made by 35 regions of the 222 existing, concentration that means that in the rest of
regions these activities are almost inexistent (in 47 regions the R&D expenditure represents less
than 0. 5% of the GDP, in comparison with the percentage of 3% targeted by the EU).
The labour market, for which the cohesion policy is a main instrument for
occupation, has also disparities within the European territory. Taking into account that for
the achievement of the optimal occupation level of 70% until 2010 there is a need of an
increase by 12% of the occupation at European average level (Fourth Cohesion Report), in
Romania and Bulgaria this percentage should be of 25%. The cohesion will also respond
indirectly, through its action on unemployment, to the problem of delocalization of business
and production within the developed member states, direct effect of the participation of EU
at the global economy.
The new challenges of convergence do not stop here. Convergence is being
accompanied by budgetary problems in many state members. Poland, Czech Republic,
Hungary, Slovakia, Malta and Cyprus have broken the Stability and Growth Pact, and other
big states, as France and Germany have registered budgetary deficits, breaking also the Pact.
All these can be translated into a lower capacity to participate at the Union’s budget and that
of cohesion, fact that makes necessary to take into account the cohesion policy when states
are elaborating the national policies.
Simultaneously with the intent of facing the challenges that come from the form
and essence of the NEU, the convergence will have to work in a difficult macroeconomic
context, because an increase of the average EU expenditure by 4%, as a percentage of the
GDP, is foreseen, although in the mean time there are estimations of a significant decrease
of the medium growth rate for EU-25, from 2.2% between 2004-2010 to 1.4% in the 20302050 period, accordingly to a communicate of the Finance and Economy Ministers Council
of February 13, 2006.

226

Theoretical and Applied Economics. Supplement

227

As a result, the exact grade of effectiveness of the cohesion policy at each country’s
level is difficult to de determine, because its effects are on a long run. Despite of this, it is
obvious and well known the increase in growth and life quality in all the Unions’ countries.
For example, the increase of 10% of the GDP in Greece, Portugal an Ireland based on the
cumulative effects of the structural funds absorption, made that their GDP be 70% of the EU
average, compared with 63.5% in 1989. Unfortunately for the 10 members which entered
the Union in 2004, the Commission foresees the convergence of living standards no later
than 2040, fact that requires will, patience and intelligence from the cohesion policy.
The convergence of Romania is a historical challenge. On the quality of the
European integration it depends not only a significant part of our future welfare, but also
connecting our latinity, claimed with insistency a long time, to the fundamental references of
the modern, tidy and performant European character.
The way in which Romania will use the cohesion policy during multi-annual
programming period 2007-2013 depends on the public-private-civil partnership and on the
context created, favourable to absorption. The good use of the structural mechanism will be
made depending on the Romanian’s capacity for intelligent self-governing, by integrating
this common effort in the spirituality of all stake-holders’ behaviours.
2. European cohesion mechanisms
The cohesion mechanisms, under the form of financial transferences, have been
created gradually, and in the present they have the form of the following funds: European
Social Fund (ESF), European Regional Development Fund (ERDF), Cohesion Fund (CF) –
structural funds – and the European Agricultural Fund for Rural Development (EAFRD) and
the European Fisheries Fund (EFF) – funds of the Common Agricultural Policy (PAC) and
Common Fisheries Policy (CFP).
Actually, for the period 2007-2013, the cohesion policy has received 35.7% from the
total EU budget, meaning this Eur 347.41 billion (current prices 2007), quantity that represents
about 0.37% of the EU 27 Gross National Income. These funds are being distributed to countries
following different objectives: convergence, regional competitiveness and employment, European
territorial cooperation, depending on the main criterion, the GDP per capita; the countries with a
Gross National Income (GNI), measured at the purchasing power parity, less than 90% of the EU
average receive in parallel financing from Cohesion Fund.
The main question is the following: will the European cohesion mechanisms manage to
maintain and develop the essence of the cohesion, which is the European Union’s equilibrium?
The NEU technical and political mechanisms must respond to the following
profound cohesion configuration:
Economic Cohesion

Territorial cohesion

NEU Equilibrium

Social Cohesion

Spiritual cohesion
Figure 2: Convergence configuration
Source: own elaboration
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In this light we can see a potential understanding gap between the role of functional,
operational cohesion mechanisms and the essence of the cohesion policy. In consequence,
problems may occur because of the lack of understanding of the correlation between
mechanisms and final goal of cohesion in the NEU, with the risk that these mechanisms to
be assimilated only mechanically, but without being integrated in the profound aims of the
cohesion. The spiritual cohesion, for example, is the basement of the construction of the
European spirit and the citizen’s identity in their look to their belonging to the supranational structure of EU.
Once the cohesion is deeply understood spiritually and culturally, the attention can
be put on the concrete economic-financial dimension. From this point of view, the
implementation of the cohesion mechanisms mean to introduce into the economy non
reimbursable financial resources that increase the investment capital of the private and
public sector. The multiplicator of these investments determines, in a medium to long run,
the generalization of welfare in a certain region, by the spillover effect of the productive
factors, whose increased interdependence in the globalization era accelerates economic and
social growth. The positive externalities of a successful implementation of these
mechanisms stimulate progressively the endogenous growth, think that changes the
perspective on funds from the mere transfer of resources to the function of creating
sustainable welfare.
Moreover, the principle of additionality of the European funds requires and
recognises the importance of the economic resources private market, being compulsory to
fulfil the minimum criterion of solvability and legality of the potential beneficiaries that
have to co-finance a project. The demand of private financing is also stimulated and
developed by creating new performant, innovative financing projects that directly support
economic growth.
The juridical convergence of the countries, overlapped to the institutional one, facilitates
the efficiency of the economic running of the structural mechanisms and it embeds with cultural
defining aspects of the societies, as the conception about justice and social equity. This
embedment demonstrates, at its turn, the fact that the financial mechanisms are inutile when they
do not overlap over a common European spirituality and values.
The technical stages of the convergence mechanisms, from the approval of the EU
budget and the effective moment of their return to the economic circuit (making/reimbursing
the payments to the final beneficiaries) are long and bourocratic, giving many times the
impression more of a burden that of an effective help.
For this, to access the financing mechanisms involves, firstly, awareness and
information policies, requirements that suppose costs for governments and changes of public
attitude and culture.
The public performant management means also to guarantee and to intelligently manage
the public co-financing necessities, that in Romania can reach 15%, only for the convergence
objective the co-financiation from public sources being estimated at Eur 4.25 billion.
Romania has to demonstrate that it is capable to contribute to the strengthening of a
real, tangible and intangible cohesion, which could breed the equilibrium of the European
construction.
Romania has proposed herself as a general objective, by the National Strategic
Reference Framework, to reduce the disparities with the EU by generating an additional
growth of 15-20% of the Gross Domestic Product until 2015, starting with a GDP per capita
in 2004 of 31% of the EU 25 average and 50% of the average of the new member states.
But the European mechanisms have to contribute in Romania not only to the
fulfilment of these targets, but also to the interiorization of the meaning of cohesion in the
Romanian spirituality, by a total understanding of this policy.
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3. The Institution of Structural Funds Absorption
The absorption can be defined stricto sensu as an internalization of the financial
transferences made by the EU and their integration in the European economic flow, with the
objective of creating the premises of an endogenous sustainable growth.
The Institution of absorption is proposed as a new, systemic concept on the
philosophy, principles, rules, mechanisms and –private, public, individual and collective economic agents - that are running the process of the absorption of the structural funds
within a national economy. As a system, it functions by new created synergies, produced
among individual components.
View as a hole, the institution of structural funds absorption plays the role of
guaranteeing economic, social, territorial and spiritual convergence within the NEU, as we
can see in the next figure:
NEU
Structural Instruments

Economic, social,
territorial and spiritual
convergence

ISFA

Figure 3: The role of the ISFA
Source: own elaboration

The absorption capacity refers to the level at which the internalization of the funds
can be made and has the following main coordinates:
a) The capacity on macroeconomic absorption, meaning the total structural funds
that can be absorbed as a percentage from the GDP. For the multi-annual
programming period 2007-2013, it was set that the countries that have an
average GDI per capita (PPC) between 2001-2003 less than 40% of the average
EU-25 can receive transferences for a maximum value of 3.7893% of their GDP.
b) The capacity of administrative or institutional absorption, defined in the terms of
the abilities and knowledge of the public administration of programming,
managing and evaluating the cohesion mechanisms, eluding fraud.
c) The financial absorption capacity, that means the capacity of co-financing the EU
financed programmes and projects and to manage the national budgets for this.
The component administrative absorption capacity plays a determinant role for the
creation of the premises of an institutional context favourable to ask for and receive
financing for the projects that we wish to finance. From the experience of member states, it
is essential to elaborate an active informative and stimulating policy for the citizens, the
inter-ministerial coordination and the good functioning of the partnerships among local
authorities, non - governmental sector, the private sector and civil society, in the context of
democratic mechanisms that should take into account the needs and priorities of all
stakeholders, contributing to the creation of an intrinsic social capital.
The public-private-civil partnership represents an essential relation within the ISFA.
This determines the spiritual and cultural preparation of the population to
understand the cohesion policy and it makes responsible the parties evolved as it follows:
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Spiritual-cultural preparation
of the population
Economic agents’
responsibility

Civil society’s
responsibility
Central and local
administration’s
responsibility
Figure 4: Public-private-civil partnership
Source: own elaboration

The responsibilities of the parties come from the systemic character of the relations
and components of the ISFA. Civil society is the most vulnerable to absenteeism, the main
factor being the lack of knowing and understanding of the essence of the cohesion policy
and how it aims at economic growth and generalized increased life quality. In consequence,
the chance an the motivation to get involved in the functioning of the ISFA must be given to
civil society.
The experience of the last ten member states that entered the Union in 2004 is not
encouraging for Romania and Bulgaria from the point of view of the absorption, these
countries registering in the majority of cases low absorption rates. This result is mainly due
to a common deficiency in the preparations for the transferences of structural funds in the
new member states: underestimating the importance of the transition problems. For example,
development problems associates with absolute poverty and social exclusion in East
Slovakia, with an important rroma population, or the Russian speaking minorities from
Estonia and Latvia, surpasses the problems that the structural funds should address and
resolve. This reflects the fact that the regional disparities in the new member states refer
more to development and transition that to European integration, fact that multiplies the
difficulty of the integration effort.
In Romania, there are also factors non favourable to absorption, among theme, old
problems specific to transition economies, as aspects regarding the bad functioning of
justice, generalized corruption and breaking competition rules. Also unfavourable may
result the fact that the population of Romania is 40% rural, fact that determines the
behaviour of the economic agents, that can be that of a low level of information and
participation. The mentalities not favourable to change represents another negative factor
for absorption, by that fact that these can interpose in the foreseen flux of the structural
mechanisms wrong information, deformation of truth and lack of professionalism. Publicprivate – civil society partnership will be also a real challenge, that will require, firstly,
giving up the political character of the relations among the parties that compound the ISFA.
It is hard to say if, spiritually and culturally the Romanians citizens are prepared to
understand the valences of the integration in the European family. But there are “growing hearts”
represented by universities, private companies that are launched on the orbit of the European and
global competitiveness and non governmental organizations that can disseminate these values. The
exercise of pre-accession may also be a favourable factor for the successful integration, as the
permeability of the society to the new elements from the West
The Institution of absorption supposes in Romania, firstly, the conceptual change
about the role of the administration. This has to become a “growing heart”, with a pro-active
and dynamic role, oriented to the European citizen-client, that has positive expectations
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regarding the benefits of adhesion, among these being the opportunity to access non
reimbursable financing and the improvement of life quality.
The understanding of working in partnership and the involvement will also be
essential social, political and civic exercises, without which the ISFA can not function.
The most important thing to do by the ISFA, which leads to the quality of our
integration, is to prepare the society spiritually and culturally in order to wish to and to be
able to live better.
4. Particularities of the economic agents’ behaviour
If in the old EU member states the economic agents have the experience of
contracting and implementation of structural funds, in the ex transition countries the exercise
of the absorption is still in its beginning. Accordingly to the Unions’ Budget 2006 Report,
the countries that entered the Union in 2004 spent an average of 22% of the cohesion funds
received and 57% of the structural ones, from the total sum allocated for the period 20002006. On the contrary, Ireland spent 90% of the total funds, being on the top of the ranking
of the countries with best absorption rates.
The economic agents’ behaviour is conditioned, in the firs time, by the values at
which these adhere and by the level in which they identify culturally and spiritually with the
European space.
In the second place, their behaviour depends upon their information about the
concrete opportunities represented by the cohesion mechanisms.
But the economic agents form part, at their turn, from the ISFA and in consequence
their responsibility and involvement depends also on the general way of functioning of the
ISFA, and also on the national system they belong too, much wider. The behaviour of a
country as funds receptor is directly connected with the culture and experience this country
has in project management, including administrative capacity, the culture of elaboration of
projects, transparency and the soundness of social dialog and partnerships.
The determinants of the economic agents’ behaviour may be represented in the
following form, observing their complexity:
Economic
behaviour

Religious
behaviour

Social behaviour

Determinants of the economic
agents’ behaviour
Urban/rural
determinants
Cultural behaviour

Figure 5: Determinants of the economic agents’ behaviour
Source: own elaboration

What can change behaviours in an accelerated rhythm is the action of the
institutional context favourable or non favourable, generated by the absorption system on the
education, the information and the dialog per se among parties.
The economic agent passes through many stages in order to obtain non
reimbursable financing, whose way can be facilitated by the institutional context, as we can
see from the next figure:
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Knowing

Information

Understanding

Education

Project
elaboration

Consultancy,
professionalism

Implementation

Actions of the
institutional context

Consultancy,
professionalism
Convergence

Figure 6: The institutional context and the economic agents
Source: own elaboration

The structural instruments address in their majority the public sector, although
there are also important opportunities for the private economic agents, specially for SME.
But on the services and systems provided by the state economic growth of the
private party depends too.
Additionally, the absorbed funds disseminate in all the economy in time, mainly
due to the action of the providers and subcontractors.
In the light of these interactions, the education, information actions and the
professionalism of the institutional context will be reflected in the whole society, fact that
increases considerably its importance.
In Romania, the economic agents’ behaviour will be probably quite similar with the
rest of new EU members, depending in general from the institutional context created and the
degree of cultural preparedness that ISFA will determine.
The big percentage of foreign capital business can increase the quantity and quality
of the projects presented by the economic agents taking into account the experience of the
mother firms to elaborate eligible projects. One of the motivations of these type of
beneficiaries is the fact that, on the elaboration or implementation of the projects foreign
companies can also participate, accordingly to the non discrimination principle for European
agents, in this way payments turning to the older European tax payers. The cohesion
mechanisms demonstrate their capacity to spillover the hole European economy, and also
the fact that supporting poor regions is not necessarily a negative phenomenon for the rich
countries, in the context of the common market.
The economic agents, as important part of the Romanian stakeholders, do dispose
of the necessary capacity to understand the integration phenomena in its complexity and can
absorb structural funds. The willing to do it is determined both by their accumulated
individual values and by the ones the ISFA will transmit.
5. The Romanian dream and the quality of integration in the EU by the ISFA
In Romania, a significant part of our future welfare, but also the connection of our
Latinity to the fundamental characteristics of the modern European character, depend on the
quality of the European integration.
But the belonging to the functional whole represented by the EU means unity in
diversity, fact that makes that affirming the identity and the national Romanian dream be
fully compatible with the European identity.
But the Romanian dream is not limited to the quality of the integration.
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The Romanian dream has to be (re)build, on the basis of the personal
transformations of individuals aiming at reaching a high life quality and social community
that allow continuous individual and collective development.
From this point of view, the EU integration is extremely valorous, because it
facilitates the rediscovery and the fulfilment of the Romanian dream, involving the society
in a common project. The implication in a new public-private-civil partnership for the
absorption and the creation of a favourable context for it means cohesion a priori.
In the same time, the actions of ISFA will mean the convergence of the economic
rhythm through growth and stability, that subsequently will form the basis from which the
Romanian dream will take off freely and securely.
Accomplishing the dream will depend on our own capacity for intelligent selfgoverning and the way in which we will know to use the opportunities that we have.
We are not interested in the mechanical integration, but integration and addressing
integration at cultural, spiritual level and at the level of changing mentalities, construction of
dreams and construction of generations.
Nor are we interested that the ISFA guarantees the total absorption of structural and
cohesion funds, but it is important that private and public agents, and also civil society,
benefice of the long and medium term effects of the absorbed financial transferences.
In consequence, the integration in the European Union becomes the most coherent
and benefic way to accomplish the Romanian dream, integrated in the post-modern era and
the New European Union.
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Abstract. Once Romania has become part of the European Union, its economic
policy should be in accordance with the demands for the sustainable development as they
means a life of a higher quality for everybody, now and for the next generations. There is no
doubt sustainable development means coherent programmes, environment policies and
action programmes in environment. Therefore in the context of the country becoming part of
the European Union the environment protection must be integrated when defining and
implementing all the sector policies. In this context, the paper underline that the
environment investments represent a need with an important place in the economic growth;
in the same contribute to achieve the objectives of the European Commission Treaty, taking
into account the demands imposed by the adhering (65% out of the integration costs are
environment costs), finally reducing the gaps between European Union and Romania.
However, the quality of the environment determines regional attractiveness and as such is a
local factor for investment.
Key words: sustainable development; investments; environment protection,
European Union
REL Codes: 15D
In the past, environment protection and economic growth have often been seen as
conflicting objectives. Currently, our society understand that is necessary to reconcile the
two to improving the well being of present and future generations through the promotion of
sustainable development “development that meets the needs of the present without
compromising the ability of future generations to meet their own needs”.
It is now recognized that the European model of development can not be based on
the improper use of natural resources and the deterioration of our environment. However, it
seems that there is now an increasing awareness that environment and economical
development are complementary character.
In 2005, the European Council asked the Commission to re-launch the Lisbon
Strategy by deliver stronger, longer-lasting growth and to create more and better jobs. One
of the major task of the Union is to ensuring sustainable development, to maintaining a high
level of environmental protection. Furthermore environmental protection requirements must
be integrated into the definition and implementation of community policies, European Union
underline that environment protection is important for economic growth.
The Commission has shaped environmental policy measures to promote economic
growth and employment, reducing trade-offs and promoting win-win solutions. As
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environment policy is a shared responsibility, Romania need to engage on a similar
direction. Moreover, the environment protection must be integrated when defining and
implementing all the sector policies among which agriculture, energy, industry, transport,
consumer protection.
In this context, Romania has to make substantial investments in the environment
infrastructure, taking into account the demands imposed by the adhering (65% out of the
integration costs are environment costs), the investments needed to comply with the
environmental aquis by 2018 of about 29 billion Euro, of which about 18 billion Euro
represent the needs for the next 7 years.
A definite role in making environment programmes / projects is held by the
financing sources which include both funds that were used to finance environment projects
PHARE, ISPA, LIFE, GEF and the main Structural Instruments (Cohesion Fund, European
Fund for Reconstruction and Development) that are available beginning with this year and
for which there have been drawn up operational programmes according to the specific of
each sector and based on which funds can be accessed, such as “Environment Sector
Operational Programme” for environment projects.
The main aim of these funds is to support the country in transition to achieve
integration objectives. Over the period 2007-2013 the structural instruments represent one
third of the European Union budget, allocation for Romania is 19.668 billion Euro, one of
the largest allocation is for environmental projects with an budget of 4.5 billion Euro, a total
of EUR 336.1 billion. Environmental projects are financed by: European Regional
Development Fund (26.4%) and Cohesion fund (72.6%) .
The European Regional Development Fund (ERDF) promotes public and private
investment in order to reduce the gaps between regions; funding priorities include beside
environmental protection and risk prevention and research and innovation, ERDF finances
the following measures:
– development of integrated waste management systems and rehabilitation of
historically contaminated sites; by increasing the population covered by
municipal waste collection and management services of adequate quality and at
affordable tariffs; reducing the quantity of landfilled waste; increasing the
quantity of recycled and reused waste; setting up efficient waste management
structures; reducing the number of historically contaminated sites
– implementation of Adequate Management Systems for Nature Protection,
conserving biological diversity, natural habitats, wild species of fauna and flora;
ensure efficient management of protected areas, including Natura 2000.
The Cohesion Fund finances projects in the environment infrastructure and
transport; the fund will contribute to multi-annual investments programs.
– extension and modernization of water and wastewater system, by providing
adequate water and sewerage services, at accessible tariffs; adequate drinking
water quality in all urban agglomerations; improving the purity of
watercourses; creating innovative and efficient water management structures;
– reduction of pollution from urban heating systems in the identified local
environmental hotspots; by reducing pollutant emissions from urban heating
plants in the identified local environmental hotspots; decreasing ground level
concentrations of pollutants in the localities concerned and improving the
health condition of the population in the localities concerned;
– implementation of adequate infrastructure of natural risk prevention in most
vulnerable areas; by contributing to a sustainable flood management in most
vulnerable areas; ensure protection and rehabilitation of Black Sea shore.
The development of environmental infrastructure contributes to the improvement of
the quality of life of the population and to expanding the possibilities for investments in the
country. By reducing the gap in environment infrastructure, the investment will provide
more efficient services, taking full account of the need for sustainable development and “the
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polluter pay’s principle”. On the other hand the quality of the environment determines
regional attractiveness and as such is a local factor for investment.
The environment investments conduct also to improving of the governance in the
environmental field. Governance is a key element for an efficient management and for
improving the quality of public policy-making in the field of environment. This will help not
only to improve the implementation of EU cohesion policy, but also to raise the overall
economic performance.
The experience of developed country reveals that environmental technologies can have
an major contribution to economic growth and contribute to employment objectives. The uses of
eco industry in European Union generate jobs for over 2 million people, therefore the Member
States have recognized these opportunities. They focused on research and development, the
promotion of energy efficiency, and the use of green public procurement.
Moreover environmental services including development and maintenance of the
necessary infrastructure (i.e. waste management, pollution control, water management,
maintenance of natural areas, energy production using renewable resources, prevention of
natural risk, even activities beyond the environment sector, which also contribute
substantially to a higher quality of life for citizens, such as conservation of national heritage)
offer a promising potential for employment.
Besides the jobs generated by the construction and maintenance of environmentally
infrastructures, an special attention is given to the employment potential offered by the business
that produce goods and services for measuring, preventing, limiting or correcting damage to water,
air and soil and also activities related to waste and noise reduction and treatment. These
opportunities will contribute to reducing workforce migration by providing the local population
with possibilities for successful business development or to attracting investors.
The training courses and an adequate human resources policy, closely linked to the
environment, are of two important tools for sustainable regional development: On the one
hand, they can assist the regions conversion towards more environmentally sustainable
development. On the other hand, they increase public awareness of environmental protection
issues and thus raise public support for sustainable development.
The promotion of productive activities relying directly on a high quality of
environment as “green tourism", “organic farms” gives rural areas especially the opportunity
to capitalize on their natural assets while at the same time protecting them.
Furthermore, the funds are also an opportunity for the development of PPP ( privatepublic-partnership) in the environmental field and increasing the environmental awareness, any
legal person may benefit from financing if complies with the eligibility criteria.
In this respect for Romania the structural instruments that can be an important
motivation for development of investments in environment infrastructure as well as other
sectors; in the same time contribute to economical growth, absorption of best available
technology; promotion of cleaning technologies, create an attractive business environment
and jobs for society.
As general conclusion, the investments in the environment infrastructure have a
significant contribution to sustainable economic development. Reducing the gap in
environmental infrastructure between European Union and Romania, conduct to the
improving of life standards as well as the increasing of the economic performance.
Therefore, currently the environment investments represent a need in order to achieve the
Lisbon objectives, with an importance place in the investment programmes/projects both on
macro and micro-economic levels.
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FINALITY OF LABOUR AND OF SOCIAL ACTION
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Abstract. The relationship between development and concern of natural resources
must be regarded in dual ethical sense: solidarity with our coevals and with the future
generations. According to this idea, the concept of „stable development” has been outlined,
meaning the specific type of development which ensures satisfying of current needs, without
jeopardising the possibility to satisfy the needs of future generations.
The present knowledge may lead to conciliation between human and nature if the
privileges of knowledge are used also towards protecting nature, not only with economic
purposes. Science, technology, knowledge should not be used as tools against nature, the
issue is not having a winner and a looser, but finding a compatibility between the two. The
purpose that matters and should be taken into account is not the immediate, but the final
one, namely Survival.
Most often, great technical-scientifical and political controversies concerning
global problems (energy, natural resources, water, habitat, food, population and so on)
have stressed on the natural and technical-scientifical factors. However, in these
controversies arises the conviction that human factor continues to be (and remains) the
ultimate solution to overcome the obstacles emerged on the path of general progress.
Key words: new society type; environment protection; stable development.
REL Codes: 12A, 15D

The humanity passing to the global economy, to a new manner of economic growth
places in front of the specialists, in front of all the rational individuals the problem of
explaining and understanding the new way of interaction between the labour and all the
social actions with natural environment, with Earth Planet – unique and indivisible. It is a
common understanding already that not only the human welfare but their existence itself is
in direct relation with the protecting, non-aggressing of the natural indivisible resources –
the forests, the planetary ocean, the atmosphere. It is already necessary to take action at
global level in the sense shown before because the postponement of this action with 20-30
years, as advised specialists say, could have disastrous effects for the humanity.
The impulse for writing this paper has been determined by certain interior impulses
towards knowing the labour content, her structures and the finality of the social action that
were always in a permanent relation with the historical society type and with the manner of
producing goods and services.
The American scientist and politician Al Gore appreciated few years ago: “The
saving environment obligation have to became and will became the central organisation
element for the humanity after the Cool War” (Samuelson, 2000, p. 422).
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The new society type (knowledge economy, knowledge-based society) that exists
already in the economic advanced countries seems to become global and to cover in various
shapes all the world countries. Taking into account these new conditions, a new way of
reporting and appreciating of the labour content, of social structures of this content and of
the finality of the social aggregated action seems to appear. It is the global, planetary
parameter.
The planetary natural environment, his ‘health’ became more important now
comparing with the regional or national one and most of all comparing with the business
environment of one or other big corporation. All these organisations and institutional
structures, all the people that take part and manage them have now a new challenge:
‘thinking globally and acting efficient locally’.
In these new conditions, the actual economic growth type that is dominating, based on
the industrial civilisation and the capitalism is now passing a profound crisis period. It is no
efficient response to the new challenges of the XXIth century and it is no adapting to the unique
and indivisible character of the natural environment. The labour content and aggregate social
actions are dominated by the slim importance of the economic advantage, of the profit. In the new
global capital (financial) market - as Davin Karten says – ‘billions of monetary units can came in
and came out from am economy to other in only few seconds’. The money force becomes so
powerful as some specialists, analysts ‘consider that those that own hot capitals become a
phantom world government, a government that is irreversibly altering the concept of sovereign
power of national state’ (Karten, 1995, p. 217).
We have here an important example of malefic part of market invisible hand, a
market that removes from the efficient welfare production.
Some authors consider that degradation atmosphere problem catch too much
importance, this problem being for the far future. Two opinions are important:
– first one considering that the damages will be enormous if the urgent natural
environment problems will be neglected in the near future;
– the second considering that those problems could be solved in the future using
the modern technology. Many followers of this second idea consider that the
humanity have more difficult problems that need concern: wars, epidemics,
drugs, unemployment, health, terrorism etc.
At the half of the last century the centre of economic theory was dominated by the
economic growth, growth understands as the absolute increase of macroeconomic
indicators. At the beginning of the 70’Th it was clear that the traditional economic growth
and development is in front of some urgent energetic and ecological problems.
At the first United Nations Organisation Conference on the development, at
Stockholm in 1972, it was used the term eco-development. The same year, The Roma Club
Report, ‘The Limits of Growth’, help the humanity to understand that the problems of the
economic growth are inseparable of the natural environment, of the boom of population and
the rarity of resources etc. The expression of this new attitude was reflected in UNO
initiative to found The Global Commission on Environment and Development. The first task
was to develop studies and to make recommendations for that type of development that have
to ensure the continuity of growth (and not her stop, as Roma Report suggested), but also
the improvement of life conditions and the relation man-natural environment. Used for the
first time at the International Conference on Environment Preservation, the sustainable
development is launch with the publishing of Brundtland Report (the name of Prime
Minister of Norway) of Global Commission on Environment in 1987, ‘Our common future’
(Our Common Future, 1987, p. 4).
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The report aims at finding a way of development for sustaining the human
progress for the whole planet and for the far future not only for same places and for a few
years. The sustainable development is that type of development that answer at the present
needs without compromise the next generation’s capacity to satisfy their own.
The new concept resulted from the ample discussions on this event, sustainable
development, require a new attitude towards the natural environment, a changing in
relations between people and nature for creating their partnership. The sustainable
development can not be limited at economic growth only. It has to join the economic growth
with natural environment protection, social justice and democracy and with a new attitude
toward the labour.
The anthropologists, the sociologists, the historians claim it is the time to put in a
new equation the instruction and education, technological innovation and the labour content.
The implementation in a community of a innovation becomes a success only if that
community “can adapt culturally at that innovation. Otherwise, the culturally rest
behind of the whole humanity or of a major part of it – said Georgescu-Roegen – was never
so large as today’ (Georgescu-Roegen, 1979, pp.578).
From the relation between machines and labour, from innovation and worker’s
cultural level result the conclusion that is necessary a large planetary action for changing the
labour content and its structures.
The sustainable development aim is to make four systems to become compatibles:
economic, technologic, human, environmental. The necessary condition is the progress in all
four systems.
The sustainable development concept is fluid and will be developed in time. The
most important principles that characterise this complex system are:
•
the preoccupation for equity and correctness between countries and
generations;
•
the long term vision on development;
•
the systemic way of thinking – the interconnection between environment,
economy and society.
The sustainable development strategies highlight the dependency between local and
global, the developed countries and the developing countries, pointing the necessity for cooperation within and between the economic, social, environmental sectors. The major
interactions between the environment, the society and the economy are figured below
(Preda, 2002, p. 96).
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Figure 1: Major interactions, dependencies and determinations between social, environmental,

economic and technological sectors
health, living and working conditions;
pressures on environmental resources, social consciousness of the necessity
for preserving and improving the environment;
3.
the quantity and the quality of the labour force;
4.
revenues distribution; opportunities for employment;
5.
the productive function of the environment (assurance of resources and of
stocking the offal;
6.
pressures on environment resources; investments for environment
protection;
7.
compulsions for using in creating new technology of the regenerated
resources, available in big qualities;
8.
care fore preserving resources with low regenerating rate; creating
technologies for protecting the natural environment;
9.
developing employment structures concordant with the needs of the new
technical production manner;
10. pressures for developing the technologies for social-economic existence of
the community;
11. investments for necessary technologies required by the general progress;
12. techniques and technologies in volume and structure requested by the
existence conditions.
The interaction between the four dimensions supposes convergent fluxes, of cooperation and auto-maintenance but also divergent fluxes of non-concordance and
disagreement that can not be solved without negotiation and rational decisions considering
that the solving problem needs to abandon same action for others. This rationality is much
more important as same welfare components have a reduced substitutability.
The sustainable development strategy have as important goal to find the appropriate
ways for optimisation the needs-resources report, the objectives-solutions report based on
their own compatibility in time and space. This requires to concept and creates an economic
environment in a direct, dynamic compatibility with the natural environment but also with
the humanity present and future needs.
From centuries, the societies and the individuals have focused on two vital
objectives, sometimes concordant, sometimes not. First, it is an economic objective: to
1.
2.
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survive and for this to find necessary goods, especially for food. The second is an ethical
objective that through the reactions against the force abuses and the care for live protection,
appeared in all civilisations but most of all in the actual one (Sauvy, 1978, p. 2).
For an efficient correlation between the two objectives it is necessary a human
action with a global effect determinate by the local individuals action. It is necessary that I
action locally in the known sense, but we together have a unique scope: general progress.
Human life is a continuous movie of individual actions. But individual action is not
isolated. It represents a link in a chain of actions that make together a superior action for a
far aim. Each human action has 2 parts. One part is a partial action in an action that has a
far aim. The other part, it represents a whole and contains the actions followed for executing
the partial actions.
The way for producing big thinks pass through the producing some partial
objectives. A cathedral is a cluster of stones put together. But the only procedure for
building a cathedral is to put a stone over the other. For the architect the goal is the entire
project. For the bricklayer, the goal is each wall and for his apprentice the goal is each
separate stone (Mises, 1966, pp.44-46).
The individual can appreciate when appears a conflict between his behaviour as
individual decision factor and that behaviour that generalised at all the people will create
better results for him. But because of his incapacity to influence the others in this private
statement, he will do whatever he can to obtain the best results in each circumstance. If this
action way characterises all the individuals, the final result in pollution, environment
degradation, so, results that are not desired by anyone.
Of course, we can question if two (or many) can walk together without a previous
understanding (Buchanan, 1997, pp. 41; 173). This ‘walking together’ could be possible if
each individual understands the effect of his action on the others and on the environment
and understands the pollution effects on life, life that is final value of his action.
The fundamental social phenomenon that determinates the completion of the
individual human action objective is labour division and the co-operation in labour. The
experience teaches people that co-operation action is more efficient and productive than
human individual action. Natural conditions determinate the output increase for each labour
unit used. These natural conditions are:
the inborn inequality of people in terms of their capacity to perform different
types of labour;
the unequal distribution of the un-human production conditions;
the success of an action require more efforts than one man and require merged
effort of more than one man. Sometimes it is necessary a work volume that a
person can not be able to do because his work capacity is limited. A single
person can reach other objectives but the time needed for completion is too
large and the result would not reward the effort. In both cases only cooperation make the success possible.
Amartya Sen consider that that fundamental liberty of using our responsibilities
depends on personal, social, environmental circumstances (Sen, 2004, p.347).
Knowledge society having in centre the human, gift with an important baggage of
knowledge, competencies and abilities, can find ‘sustainable’ solutions for present
problems. First of all it will change the importance of raw materials in producing the
economic results and this will help to reduce the pressure on the natural environment and
natural resources. Second, the new technologies will allow significant decreases of raw
materials incorporated in their own production and, concurrently, they will have smaller
influence on the environment.
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In knowledge economy the people inventive and creative capacity will generate an
economic productivity more and more higher than previous one and the decreases of coasts
especially in domains like: energy, natural resources and environment protection. The
present knowledge may lead to conciliation between human and nature if the privileges of
knowledge are used also towards protecting nature, not only with economic purposes.
Science, technology, knowledge should not be used as tools against nature, the issue is not
having a winner and a looser, but finding a compatibility between the two parts. The
purpose that matters and should be taken into consideration is not the immediate, but the
final one, namely Survival.
If in general, until now, man has not understand or has not been able to preserve or
replace the restoring act achieved by nature, his action should now be straightened towards
changing of habits and actions in order to frame the human existence in potentially objective
parameters of the planet.
Human work should be in perfect union with nature, it should fundamentally
integrate with it. Acting upon nature through work with the purpose to get he products
necessary to satisfy various needs, human should not overpower nature, he should align to
exigencies imposed by it and reinstate.
It becomes an obvious reality that all countries are facing today with pollution
environment problem. This process generalises and transforms him into a problem of entire
humanity. The human-nature process has to be a double one: what is transferring from
people to nature as a result of human action has to protect and conserve the natural
environment. The innovation in all the economic sectors is responsible for human resources
transformation and their work capacity correlation with the economic, social, ecological
environment necessities.
The technological innovations are a human development assurance way, thanks to
the effect on the economic growth as a result of technology contribution to the productivity
increase. The technological progresses from agriculture, medicine, genetics, processing
industry and communications represented important factors of the gains in human
development. Comparative studies suggest that technological movements have an important
contribution to the development and they represent elements that justify differences in
economic growth rates from different countries. On the other hand, the technological
innovations are the creative human potential expression; human development is an
important way for sustaining the technological development (Suciu, 2002, p.142).
The scientist Albert Syent-Győrgyi said “We are not prepare to live in the present
world. Our surviving depends on how fast and good we can adapt to this world changing
our social, economic and political visions. Our existence depends on how faster can we
adapt comparing to the destructive adverse forces. Presently, the score is net on human
part” (Syent-Győrgyi, 2006, p. 266).
People through his action is capable to solve all the problems and we have not yet
reasons to fear that these problems don’t have solutions. The man created technological
diversity that made these challenges and the man will also create a new ‘welfare of nations’
thanks to the acquired knowledge.
The question about the limits for pollution is due to the labour and human. Till the
combustion engine invention the problem of slooping materials in atmosphere doesn’t exist.
In 70’s these limits were already necessary. Technological development is not the only
reason for this process, but its amplitude makes him the most important factor of the
equilibrium breaking between man and nature.
The solving of this problem require co-ordination of technical dimension with the
economic one within the general economic system. All these because the economical-social
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development is determinate by the technology which creates not only risks but also ways for
controlling them.
The increase economic efficiency preoccupation neglected the costs supported by
nature, in all European Union countries, including Romania. That is why we have to take
into consideration the costs for nature renewing, for environment protection and
development in the new economic efficiency definition. The last one take economic, social,
ecological efficiency dimensions because the society can not develop without a perfect
harmony with the nature.
As we shown before, sustainable development merge the interests of protecting
natural environment and increase of population with development strategies (national,
regional, global) having as final result a relative and dynamic equilibrium between
economic growth, cultural development, science and technology progress, natural
environment protection.
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Abstract. The paper proposes itself to catch the possible changes concerning the
dynamics of the life standard in Romania after admission to UE. Thus is analyzed the
dynamics of the main sources of income, price consumption, unemployed before and after
admission.
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In the present context, the analysis of the leaving standard represents one of the
issues with special importance, being, probably, the most sensible, that is affecting in
different ways, the citizens of a country.
The “erosion” of the living standard of a large part of the collectivity, accompanied
by the price growth, inflation and unemployment, determined a real psychological impact
for the most part of the population.
The adhesion of Romania and Bulgaria to UE, on 1 of January 2007, although was
similar to that of Spain and Portugal from 1985, although it is appreciated that Romania will
recover in 7 years more than the difference that Portugal recovered in 22 years, comparing
to the leaving standards from UE.
The UE’s statistics division use to determinate the standards of leaving
GBP/inhabitant at the purchasing power parity. In the analysis of this factor we use the
inflation and currency flow differences between states. According to this, in 2007, the
medium Romanian can buy only 37% from the goods that a medium European can afford.
It is well known the fact that GBP represents the macroeconomic indicator that
reflects better the productive capacity of a country and also the volume of goods and
services that can be consumed in a determined period of time, on the territory of a country.
In 2006 Romania had a GBP/inhabitant of 4500 euro, against Czech Republic: 11000 euro,
Hungary: 8900 euro, Poland: 7000 euro.
From this point of view, Romania’s leaving standard as well as Bulgaria was
considered, once with the adhesion, the lowest comparing with all the UE members. Also, it
is estimated the fact that Romanians live on the average with 7 years less than the rest of the
Europeans, life expectancy in Romania being of 72 years against 79 years in UE.
Though, in this context if all the states would conserve their growing rate from the last
years, it would be possible that Romania reach in 2013 at 1/2 from the UE standard of leaving.
So as to have a more comprehensive image about the leaving standard from
Romania, we will refer to: dynamics of income, unemployment rate as well as explanations
about the phenomenon of bareness.
In the attempt of overhear closer to the current period, the tendency of the
mentioned indicators is a spell between sept. 2006-sept. 2007.
In this way, the price consumption indicator registered the following evolution:
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Table 1
The price consumption indicator september 2007 / september2006
Period
Sept. 2006
Sept. 2007

Alimentary merchandise
99,34
101,94

on-alimentary merchandise
100,24
100,19

Services
101,18
101,42

Source: INSE.
From the facts presented it results that the biggest growth of the prices registered at
the alimentary merchandise, due to situation generated by the drought and flood and also
due to the evolution of the prices in the world. In strong connection with the consumption
prices also the evolution of the gross earnings and net earnings. Eloquent in this case are the
facts from the table 2.
Table 2
The evolution of the medium earnings/Per economy
2006
2007
Gross earnings per month Lei/earner
1130
1411
Net earnings per month Lei/earner
848
1040
Source: INSE.
As you can see in 2007 medium gross earnings grew with 281 lei , respective with
24.86% compared with the year 2006, and the net medium earnings with 192 lei, respective
with 22.64%. The report between the medium net rated earnings and the price consumers
index for the analyzed period was 114%.
An effect of investment dynamics, in the situation of Romania adhesion to the
European structure, was also the fall away of the unemployment in the year 2007 and 2006.
Table 3
The absolute and relative evolution of the unemployment
2006
2007
Number of the unemployed (thousands of people)
440,2
345
Unemployment rate (%)
4,9
3,9
Source: INSE.
Although you can see a fall of the unemployment rate with 95,2 thousands people,
respective with one percent, from the sight of the bareness configuration on different
categories of people, unemployed along people without occupation you can consider that
they live very bad. Currently, the bareness is associated with the lack of the finance means
to assure a normal standard of living in correlation with the society standards. At the
opposite side the best living standards have the owners and far away from them the people
with university degree
And according with an opinion boring made by the Sociologic researching and
Branding Society from august 2007 you can see that half of the Romanians are satisfied with
their standard living. So 45% are considering that they are living well, 5% very well, 29 %
bad and 18 very bad.
It is clear that if we are following with free eye, not especially from the sight of an
economic analysis, what is happening right now in Romania we can say that the living
standard it is in continuous growth.
As an evidence stay the „forest” of big houses and the districts, the big numbers of
expensive cars and not the last, countless trips over the border in personal or professional
meanings during one year. And then if we look around we can see that the living standard is
growing and the facts do not show us the same thing exactly why not to question ourselves:
The desert of the growth in the living standard is due to underground economy?
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Abstract: After Romania joined the European Union, the need to use green
accounting has become more evident than ever. The problem every nation faces is how to
use the planet’s natural resources in a sustainable way. Green Accounting, a concept
introduced by the United Nations, attempts to coordinate, consider and evaluate the markets
and planning in order to achieve a system of integrated environmental with national
accounting. Green accounting addresses the shortcoming of national accounting and is
based on the concept that a proper assessment of the country’s income and wealth needs to
account for the contributions of activities made by all sectors of the economy and their
impact upon the resource depletion and degradation.
The authors will explain the concept of green accounting as presented above and
continue their paper with a case study based on AT&T. The study presents how green
accounting is used at AT&T based on the position of the US Environmental Protection
Agency. We will understand why AT&T decided to address green accounting, how it’s used
in the company and what has the company learned after starting using green accounting.
Key words: green accounting; natural resources economy.
REL Codes: 15 A
Green Accounting (Environmental Accounting): definition and background
The problem all nations face is how to use the planet’s natural resources in a sustainable
way. In other words, how do we ensure that resources are used in a way that ensures on the one
hand that the needs of the present generation are met, whilst on the other ensuring that sufficient
resources remain so that future generations are able to meet their needs.
Methods for environmental accounting have been subject of debate for the past 20
years. Although the methods developed and implemented through the European Union and
the United Nations have been accepted to some degree, the organizations have not reached
consensus on many of the details. Because EU and UN methods are used by many national
governments, they are likely to have more impact than other approaches to environmental
accounting.
Green accounting addresses the shortcoming of traditional national accounting,
known as the System of National Accounts (SNA). Green accounting is based on the
concept that a proper assessment of a country’s income and wealth needs to account for the
contributions of activities made by all sectors of the economy and their impact on resource
depletion and degradation. Traditional SNA ignores the value of resources (on and in the
ground) as well as the value of environmental degradation. Therefore, it gives a false
impression of income and wealth and often leads policy-makers to ignore or destroy the
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environment to further economic development. Incorporating the real value of natural
resources as well as their depletion and degradation allows for better allocation of priorities,
thereby helping to address the causes of current major environmental problems including the
over-exploitation of natural resources such as forests.
The conventional accounts follow business accounting policies, subtracting the
depreciation of manufactured assets to calculate net income. Natural resources, such as
forests, should be treated in the same way. If trees are harvested at the rate they grow back
the forest could produce income every year (Hecht, 2005). If, on the other hand, the forest is
cut down within two years, it will not longer keep producing. Therefore it should be treated
into accounts as depreciation of natural assets.
Green Accounting requires for the nature’s environmental and economic assets and the
“environmental cost” of their degradation and depletion to be incorporated in the System of
National Accounts. The asset accounts measure the value of opening and closing stocks of
economic and environmental assets, and their changes during an accounting period. Changes in
assets are brought about by the formation and consumption of produced and natural capital (assets)
and other non-economic influences such as discoveries, natural disasters or natural regeneration.
National accounting requires adding up inputs, outputs and environmental impacts, and combining
them into environmentally adjusted (“greened”) indicators.
GDP is used to measure welfare but in reality it’s used to measure economic output.
Therefore, it should be used to actually measure welfare by using the sustainable income.
Conventional GDP doesn’t take into account the economic contribution o the environment
or the impacts of the economic decisions on the environment. Environmental accounts
should provide systematic data on the value of environmental goods and services that are not
sold in markets, such as crops grown for consumption by growers.
Net value added and its sum total, net domestic product, can be calculated by
deducting intermediate consumption (inputs) and capital consumption from output. Further
deduction of environmental depletion and degradation cost obtains Environmentallyadjusted net Value Added (EVA) and Domestic Product (EDP). The popular “green GDP”
accounts only for natural capital consumption, ignoring the depreciation of produced
(“fixed”) capital. Subtracting both natural and produced capital consumption from capital
formation obtains Environmentally-adjusted net Capital Formation (ECF). ECF, in
particular, tells us if our economy has been able to generate new capital after taking total
capital loss (depletion/consumption) into account. Total capital maintenance represents a
weak sustainability concept as it implies substitution among different produced and nonproduced production factors.
Environmentalists criticize the use of market values for “pricing the priceless”
categories of nature. In their view, assessing environmental assets and their services in
monetary terms “commodifies” nature, whose intrinsic value should not be subjected to
market preferences. They prefer measuring environmental impacts by physical indicators
and aggregating material flows through the economy in material flow accounts. However,
weighting nature by the weight of materials and pollutants assigns doubtful significance (in
tones) to diverse environmental impacts such as the depletion of a timber tract, emission of a
toxic pollutant or the extinction of a cherished species.
The most developed and complete attempt at an alternative to national accounts is,
no doubt, the one developed by the UN under the name ‘Integrated System of
Environmental and Economic Accounts’ (IEEA). From the green accounting of the IEEA it
is expected that new indicators will be developed to replace the traditional GNP or GDP.
One such is the Eco-Domestic Product (EDP), under which certain activities – such as the
extraction and export of minerals – would be accounted for differently than they are under
GDP/GNP. So, for example, in conventional national accounting, when a country increases
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its exports of minerals it counts as an increase of GDP. By contrast, under EDP, the decline
in the stock of natural resources would show up as a negative figure, reducing the gain from
the production and export of the mineral.
One problem with EDP is that it amounts to double counting. When a company buys a piece
of land, which it believes to contain mineral deposits, the cost of that purchase shows as an
expenditure on the company accounts. In order to make the purchase, the company will use
resources that could have been deployed elsewhere. The investment will therefore affect the
profitability of the company. If it is a good investment it will increase profits – and hence
show as an increase in GDP. If it is a bad investment it will reduce profits – and hence show
as a reduction in GDP. Either way the cost of the investment already shows on GDP, so to
include separately the depletion of the mineral reserves that result from exploiting the
investment amounts to counting that depletion twice: once as the amortized cost of capital
associated with the purchase, and again as a reduction in the stock of resources.
Because EDP double counts the sunk costs of capital investment, such restrictions would
amount to double taxation of mineral extraction. The result would be an increase in the cost
of minerals and all the downstream activities that are reliant upon them.
In their bid to construct a system of green national accounts, officials have so far mostly
addressed resources, such as minerals, for which there are established markets and visible
prices. Those prices fulfill a very important role: they are indicators of the future availability
and the future valuation of a resource.
AT&T: A green accounting case study
AT&T is a major multinational high-technology company. It was created in 1984 as
a division of the Bell System's telecommunication business. AT&T is the world’s largest
telecommunication company and employs over 300,000 people around the world. AT&T's
revenues are derived from telecommunications services, products, and systems; rentals and
other services.
The company defines green accounting as “identifying and measuring AT&T's costs
of environmental materials and activities, and using this information for environmental
management decisions”i. All terms used in the case study represent the definitions given by
the company and not necessarily those given by the US Environmental Protection Agency
(EPA), therefore, when it’s needed we will explain the terms in the endnotes.
AT&T issued a corporate environmental policy in 1973, which was renewed in
1984 when the company has been reorganized. AT&T's policy goes beyond regulatory
compliance by committing the company to develop and use nonpolluting technologies,
minimize wastes, increase recycling, design products and processes with environmental
impacts as a critical factor, and raise all employees' awareness of environmental
responsibilities. Later the company updated the policy by embracing a life cycle approachii
and the use of Design for Environmental practices in the company.
Adopting green accounting was enhanced by the relationship to several important
programs at AT&T: Total Quality Management, Design for Environment and ActivityBased Costing and Management.
AT&T believes that investing in the environment has helped it decrease operational
costs and avoid future liabilities. As a result, AT&T has set aggressive environmental goals.
In 1993 AT&T reached its goal of eliminating emissions of chlorofluorocarbons
(CFCs) and other ozone-depleting substances from its manufacturing operations. The
company achieved this goal two and a half years ahead of a worldwide ban by creating new
manufacturing techniques that eliminated the use of the materials responsible for the
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emissions. AT&T also achieved significant results by reducing waste, increasing recycling,
and using recycled paper.
Knowing that Green Accounting must involve several traditionally separate
perspectives and functions, AT&T management saw a multi-functional team approach as the
only viable option.
At the Team’s first meeting in 1994, the Team agreed that its purpose was not to
impose environmental cost accounting, but to facilitate Green Accounting throughout AT&T
by communication, education, and development of approaches and tools that can be used to
foster accountability and better management processes for achieving environmental goals.
The Team concluded that it makes sense for AT&T to use Green Accounting for the
following reasons:
• to control/improve process costs
• to trace costs to green activities
• for investment decisions/trade-offs
• to assess design impacts, now and in the future
• to prove compliance with environmental standards
• to respond to customers and other stakeholders
• to support sustained growth of profitability
• to make it easier to understand AT&T's impacts on the future.
From the beginning the Team was intended to be a multifunctional team. The first
meeting included nine members from various parts of the company, representing: Finance
Policies, Manufacturing (Production), Information System, Manufacturing Strategy, Supply
Line Management, Design, Manufacturing Engineering, Technology and Environment.
Later, the Team added members which represented the product management, logistics and
finance from the plant perspective.
Over the years, the Team has expended to include members representing AT&T
facilities nationwide and overseas as well, to encompass global considerations.
At the kick-off meeting, members related Green Accounting to two basic
accounting activities:
1) planning, such as predictive analysis weighing environmental impacts on the
future (i.e., life cycle analysis, target costing), and
2) collecting and reporting data.
The Team concluded that the best business focus for Green Accounting is the
collection and use of information for internal management, because making better decisions
will result in improved performance for external reporting.
The Environmental Accounting Glossary was an early project of the Team,
designed to identify and clarify the definition of key terms. It was based on the "Glossary of
Activity-Based Management", which was published by Computer Aided ManufacturingInternational (CAM-I) in 1991 and edited by Norm Raffish and Peter B.B. Turney.
The Team agreed that good cost management is necessary for Green Accounting.
Therefore the team’s orientation was on how ABC/ABM practices and principles could help
AT&T achieve better environmental habits. The Team decided to recommend use of
ABC/ABM principles to stimulate improvement of environmental results. AT&T can
account for the environment effectively by incorporating environmental elements into
ABC/ABM cost tracking and planning models as follows:
Where Activity Based Costing (ABC) captures cost elements in processes –
we need to add the environmental elements.
Where Activity Based Management (ABM) uses data to make decisions – we
need to add environmental criteria to the decision models.
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The Team found that even though attention was being paid to some environmental
costs at AT&T, good data were not readily available to assess the degree to which
environmental costs were being identified and allocated to specific products. They also
found that environmental activities' costs might be allocated to products generically or might
be charged to research and development (R&D) or general and administrative (G&A). The
Team hence decided to develop a self-assessment tool that AT&T plants could use as an aid
in establishing baselines and goals for improvement.
The tool includes the following components:
• Status Survey
• Environmental Activities Dictionary
• Activities/Resources Matrix
• Protocol.
After the tool has been tested in early 1995, based on the initial feedback, the team
decided the next steps to be taken for improving the assessment tool. The steps are:
• Assist pilot locations to capture environmental activity cost data, select a trial
product, and perform an evaluation of conventional costing for the product
versus Green Accounting costing. Identify the differences and what business
decisions would have changed;
• Develop guidelines for critical environmental activities and methods for
assigning costs;
• Distribute the assessment package to all AT&T business units with
recommendations for its use;
• Contact the CFO's office for its support in establishing the process and templates
as guidelines for reporting to corporate management.
For the future, the Team has determined the following issues to be addressed:
• Determining whether future liabilities should be spread over product life in order
to build reserves for environmental costs that are predictable;
• Developing a process for focusing on what is important in order to avoid being
inundated with irrelevant data;
• Defining inputs, outputs, and drivers for environmental activities; and
• Relating environmental activities to Cost of Quality categories.
Also, the Team has identified many areas at AT&T where green accounting has
already been in use. For the future, specific objectives have been defined, as follows:
• Bring environmental cost considerations into the business case for any future
plant start-ups and divestitures;
• Inject environmental considerations into standard business case process models
used by AT&T organizations for business planning and management;
• Move environmental information and cost impacts into the hands of designers
and tie in with the Green Index, which is an AT&T software tool being
developed to assist designers in scoring the environmental attributes of a product
and identifying areas for improvement;
• Introduce life cycle cost models that incorporate environmental considerations,
eventually including "societal costs" or "externalities" and customer costs.; and
• Use Green Accounting to develop lists of corporate environmental metrics that
can be used to measure and reward performance.
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Conclusion
Those who argue for sustainability want to know that society will be as well off in
the future as it is now. That can mean that we will be able to continue to consume at current
levels. Hence the design of specific national measures of sustainable welfare that are built on
environmentally adjusted national income accounts. A lot of room of debate is left as we
should first decide what we want to sustain. Many societies are plagued with inequity and
poverty. Do we want to continue to live like that?
The recipe for green accounting and environmental planning does not come from
old-fashioned socialist writers but from the very heart of mainstream neoclassical
economics. Suffice it to say that after the disastrous results of economic planning in the
former socialist countries and the existing developing ones, the burden of proof should lie on
the planners to show they can outperform property rights, markets and the rule of law in the
protection of the environment.

Notes
(1) AT&T Environmental Accounting Glossary (1995).
(2) AT&T defines life cycle analysis/assessment as "the review of the environmental impact
of a product or process over its entire life cycle, including resource extraction, manufacture,
packaging and transportation, use and recycling/disposal." AT&T Environmental
Accounting Glossary.
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Abstract. The role of economics and economic instruments is increasingly advocated
in many countries and international fora for ensuring a more sustainable use of natural
resources and of the environment. At the European Union level, little progress has been
achieved to date in the integration of economics into the environmental legislation.
The exception, and a clear premiere in EU environmental policy making is the Water
Framework Directive. This Directive, resulting from a conciliation process between
the European Parliament and the Council and adopted in 2000, makes operational key
economic principles, concepts and tools.
The objective of this note is to present the economic elements of the
Water Framework Directive, and identify some of the issues that will be faced
for the implementation of these elements.
Economics have been integrated into the Water Framework Directive through
two key elements:
● The economic analysis of water uses) to assess current levels of cost-recovery
of water services, assess future trends in water supply and demand and identify the most
cost-effective set of measures for achieving the environmental objectives of the Directive in
each river basin;
● The integration of environmental issues into pricing policy. Pricing policies
should provide an incentive for a more efficient use of water resources. They should
also ensure an adequate recovery of the costs of water services for the main water
uses (i.e. agriculture, industry and households), taking account for the social, economic
and environmental impact of such recovery.
Key words: economic instruments; cost-recovery; pricing policy.
REL Codes - 15C
The role of economics and economic instruments is increasingly advocated in many
countries and international fora for ensuring a more sustainable use of natural resources
and of the environment. At the European Union level, little progress has been achieved to
date in the integration of economics into the environmental legislation. The exception,
and a clear premiere in EU environmental policy making, is the Water Framework
Directive. This Directive, resulting from a conciliation process between the European
Parliament and the Council and adopted in 2000, makes operational key economic
principles, concepts and tools.
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The objective of this note is to present the economic elements of the
Water Framework Directive, and identify some of the issues that will be faced
for the implementation of these elements.
Economics have been integrated into the Water Framework Directive through
two key elements:
● The economic analysis of water uses) to assess current levels of cost-recovery
of water services, assess future trends in water supply and demand and identify the most
cost-effective set of measures for achieving the environmental objectives of the Directive in
each river basin;
● The integration of environmental issues into pricing policy. Pricing policies
should provide an incentive for a more efficient use of water resources. They should
also ensure an adequate recovery of the costs of water services for the main water
uses (i.e. agriculture, industry and households), taking account for the social, economic
and environmental impact of such recovery.

Figure 1. Summarises the integration of these economic elements into the planning and
implementation cycle of the Water Framework Directive*
*The figure illustrates in a simple manner the role economics can play in developing and
implementing river basin management plans. The simplicity of this figure as compared to reality is
acknowledged. In practice, the distinction between different tasks and the chronological order in
which tasks are undertaken is more mixed. For example, the designation of heavily modified water
bodies look simultaneously at objectives, impacts and pressures, and possible measures for
improving environmental quality.
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Explicit versus implicit functions of the economic analysis
The economic analysis requested by Article 5 and defined in Annex III of the
Water Framework Directive does not fulfil all the functions required for playing its role
as listed in the previous section. The functions of the economic analysis explicitly listed in
Annex III include only:
•
The assessment of current cost-recovery levels of water services
•
The analysis of trends in water supply and demand
•
A cost-effectiveness analysis to identify the most cost-effective sets of
measures for achieving the environmental objectives of the Directive.
As summarised in Table 1, the economic analysis to be undertaken will need to
account for all other functions that are implicitly requested by reference to economic issues in
the Water Framework Directive text as listed in the previous section.
Explicit and implicit functions of the economic analysis
Table 1
Economic analysis for the Water Framework Directive
Economic elements
Explicit functions
Implicit functions as
as defined in Annex
required by the WFD
III
text

Economic analysis of
water uses

Water pricing

Developing river basin
management plans

Economic role of water
uses
Trends in water supply
and demand
Incentive effect of
pricing policies
Cost-recovery level
Social, economic and
environmental impact
Derogation (time,
objectives)
Unitary costs of
measures
Cost-effectiveness
analysis

According with the request formulated in 5th Article and 3rd Annex from the Directives
necessary the performing of an economic analysis, reimbursement of the water services cost
in order to have a long time development in the water field, it is necessary to be economically
supported according with the principal "Water Pays Water".
For this reason, in the 9th Article of the Frame Directive for Water, the economic
analysis must taking to account the principal of costs reimbursement including the
environment and resources costs.
The Member States must promote until 2010 a cost recovering policy in the water
field, in order to enhance the utilities in the effective use of the water resources. This Policy
will establish, in base of the economic analysis an adequate contribution of the different
major utilities, especially the industry, agriculture and water supply for the population, to the
reimbursement of the water services costs. The so establish contribution will take into
account the environment, economical and social effects, as well as the geographical and
special weather conditions.
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The economic analysis will include enough and detailed information for:
- To make necessary relevant calculus to take into consideration the principal of
water services expensive reimbursement, taking into account the long term forecast regarding
the necessary of water inside the hydro graphic pool/district and, if necessary:
1. the estimation of prices and water services associated expensive level;
2. the estimation of the investments including forecast regarding the
accomplishment of such investments.
- Deciding over the best combinations of measures from the point of view of the
costs efficiency in the water field, which must be included in the measure programs, in bases
of the estimation of the potential costs of the accomplishment of these measures.
For the accomplishment of the environment objectives supplied by the frame
directive for water will be taken into consideration at least to possibilities as follows:
- the basic Scenario which involves the adoption of measures for the
implementation of the European Directives from the field of the water quality
in accordance with each directive's forecast;
- the optimal scenario which involves supplementary measures towards the basic
scenario for reaching in 2015 the good condition/ good ecological potential of
the waters conforming with the disposals of the frame directive for water.
EQRx=Current state/reference state
1

Reference conditions

Natural conditions

Good state

Reaching environment objectives
scenarios

Water State

0.95
0.8
Moderate state
0.6
Satisfactory state

Optimum scenario
Base scenario

0.3

Current state

Unsatisfactory state
2005

2015

In the present European water flows are in a certain sate called "current state".
Through the measures that are to be taken, especially reduction of the pollution from its
source measures, the water's state will improve and will reach until 2015 the good state/a
good ecological potential.
The interval corresponding to the water good state and very good state represents the
equilibrium between DEVELOPMENT and ENVIRONMENT, interval in which the self
redressment capacity of the ecosystems is not overwhelmed.
When the economic analysis is made are also taken into account the revenues and
water services costs as follows: Water resources organizing services:
quantitative and qualitative acquaintance of water resources and predicting
the evolution of the water service system
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-

requests of raw water in the source assurance service
defend against the floods service
receive in the surface waters the polluting substances from the already
evacuated used waters in legal limits service
assurance of the water energy potential through the reservoirs' dams service
sand and rubble from water flows' bed management service
water quality protection service
Water supply, piping and purification public services
catching, stocking, treat and distribution of water
collecting and purifying used waters
The analysis made at a E.U level states that the drinkable water, piping and
purification services' tariff should nor exceed 4-4,5% from the average revenue per family,
in order to be socially accepted.
Cost categories presented by the Water Framework Directive are the following:
Financial costs
Water resources costs
Environment costs
Cost recovery rate is computed according to the following formula:
Where:

Rrc =

V −S
C

V represents the total revenues incurred for the water services
S - subsidies in the water tariff
C- economic costs for the water services
Investment recovery rate is computed using the equation below:

Rri =

[

Vi

Ci 1 + (Rd )i

Where:

]

Vi represents the total value of the investments
Ci - investment costs
Rd - discount rate
I - the year after the completion of the investment
The profitability of an investment is computed using the reviewed net value VNA(S):
Where:
n

VNA(S) = ∑ a y s n
t =0

Sn - the net revenues flow balance of payments at the n time that represents the investment
length
Az - discount rate, usually 6%
VNA must be positive in order for the investment to be profitable.
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Cost categories provided by the Water Framework Directive:

ECONOMICAL COSTS

WATER RESOURCES
COSTS

Water resources costs - the observance of the water resources and
exploitation and organization of the water resources works maintenance
costs: lakes, moles, derivations, etc.

ENVIRONMENT FINANCIAL COSTS
COSTS

Table 2
Operational and maintenance costs - all life time maintenance costs at
the designed parameters: raw materials and merchandise, energy, staff,
maintenance and fixing, equipment.
Capital costs - new investment costs and depreciation expenses
Administrative costs - administrative branch and monitoring costs,
usually they are included in the operational and maintenance costs
Other direct costs - decrease of the productivity because of some
restrictive measures costs. For example losses in the agrarian
production due to the building of some reservoirs.
Environment costs - the costs due to the polluted water - they are
associated with the water quality and ecosystem restoration costs and
with the people affected by the water pollution health costs. For
example: the extra costs for the water purification in the case of a
down stream city because of the unpurified accordingly waters,
discharged by an up stream city.

The economic analyze must be made for the measures selection for obtaining a good
water state (optimum scenario) and also for the tariff establishment in order to properly
recover the costs.
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AGRO-ALIMENTARY COMPANIES – COLLECTIVE
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Abstract. Globalization, environmental and social awareness and the need to have
more and more efficient communication trigger new requirements for agrofood enterprises
management. These enterprises operate in the field of satisfaction primary needs of
consumers, and their performances have influence on both quantitative and qualitative
dimensions of the supply. In this context we pursue to clarify the elements which have to be
considered by the agrofood enterprises’ steering in order to answer the new challenges.
Beyond some conceptual clearance we present several case studies that reveal the key role
of corporate environmental responsibility in improving economic performance alongside
with commitment toward humans and nature.
Key words: globalization; afficient communication; collective ecologic responsibility
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By becoming aware of environmental degradation, people have realized that
increased accumulations in the economic area do not signify improve living conditions for
all members of society.
According to the neoclassical economic model, the results aimed at by economic
agents are exclusively financial ones: profit, dividends, market share; the main group whose
interests are referred to being the owners or the shareholders.
Co-interested groups theory states that the incomes pursued must be defined according to
the interests of all involved groups or groups affected by the company’s activity. Beyond profitability,
product and service safety, human rights, customer rights, the way of using natural resources,
pollution and impact on local community are being taken into account.
From this, we deduce that it is necessary for society in general and for economic
agents in particular, to pass on from an exclusively financial bookkeeping to a social or
ecologic one. This will be made possible only when respect towards nature and people
exists, and when all economic agents practice collective ecological responsibility (a
component of collective social responsibility).
The agenda from Lisbon (2000) established as its main strategic target that
“European Union is to become the most competitive economy in the world, based on
knowledge, capable of a sustained economic growth, with more and better jobs and a bigger
social cohesion”. To create a dynamics of a sustainable development, adjusted to the
company’s needs in the context of globalization, the necessity of expediting the
classification of the problems connected to the concept of social responsibility in companies
has been generally adopted at European level.
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The European Commission brought into attention the concept of social responsibility of a
company(IRS/CSR) for the first time in 2001, by the Green Charter called “Promoting a European
context for social responsibility of companies”(COM(2001), p. 366).
On 2nd July 2002 the Commission published a sequel to the Green Charter under
the form of a piece of news, called “Corporate Social Responsibility: a contribution of the
company to lasting developments”. In October 2002, the Commission launched “EU Multi
Stakeholder Forum on CSR”.
Not very long ago (22nd March 2006), the Commission published another piece of
news regarding social responsibility, called “Implementing partnership for economic growth
and creating jobs: Europe, number one in social responsibility”(COM (2006) p. 136).
The European Commission perceives the concept of social responsibility as being
part of competitiveness. It results from here that “companies’ deliberate first steps, under the
form of practices connected to social responsibility, can bring an important contribution to
sustainable development, at the same time fortifying Europe’s potential for innovation and
competitiveness”.
Companies’ corporate social responsibility requires that this business
(company/industrial unit) be run such as to bring its positive contribution to society and to
diminish its negative impact on people and environment. This can represent a value added to
the company, as well as to society.
We can thus sum up the following characteristics of collective social responsibility:
• it also involves aspects of environmental protection, although its name suggests
only social aspects;
• it is not distinct from the company’s strategy and commercial activity, but it is
a constitutive part of this;
• it has a purely deliberate nature;
• it actually reflects in the way in which the company interferes with its internal
and external partners (employees, customers, neighbours, non-governmental
structures, public authorities etc.);
• safety and occupational health represents a constituent part of CSR;
• investments should be made “in the triple line of profitability”, which is
derived from the factors used to express a company’s performances in what
sustainable growth is concerned: economic, social, environmental.
Corporate environmental responsibility (CER) is a constituent part of collective
social responsibility which involves environmental protection and ecologic ethics aspects.
Three main themes are the result in a distinct vision for CER:
1. environmental commitment by which the company accepts to support a
positive impact on environment and society;
2. material and energy management used by the company just on the ecologic line
of environment;
3. for the company’s commitment for total transparency for shareholder’s and
taking upon itself the obligation for continual improvement.
CER components are:
1. Environmental obligation and consciousness;
2. Shareholders’ commitment ;
3. Measurement, reporting and audit;
4. Transparency;
5. Obligation for continual improvement.
People from Romania are still unaware of the importance of environmental
protection and of complying with the necessary measures, and that is because they do not
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connect personal wellness with the surrounding environment. Even if people have access to
environmental data and can take up an attitude, they remain passive.
People have the right to be informed about:
– any information related to environment;
– an imminent threat to environment provoked by natural causes or human
action;
– economic agents who carry on authorized activities and consequences of these
activities and/or their products on environment;
If Romanians’ attitude remains the same, damage to the environment will be done,
no matter what efforts the authorities will make to involve both financial and human
resources.
Regarding environmental protection, making economic agents and people aware of
environmental responsibility as a constituent part of corporate social responsibility, has been
on for some time.
The essence of environmental responsibility lies not only in protecting the
environment, as a useful environment for the continuation of any vital activity, but also in
protecting the genetic background of the country’s population, thus becoming an important
social-political issue for humanity.
Learning corporate social responsibility is a necessary condition for providing
durable growth. In this context, it is vital that people are conscious of the pollution of the
environment and also of the damage to one’s health, for our civilization to survive. It is also
vital that the causes that determined these problems to be identified, and last but not least,
that possible solutions for the future should be found.
We ought to implement collective ecologic responsibility for the entire population,
especially for the economic agents, so that next generations to have enough resources to
survive. The necessity of ensuring sustainable growth is related to the ethics of mankind. “If
we do not think about the next generations, they will never forget us.”(Henrik Tikknaen).
“The test for a moral society is the type of world they leave for their children.”(Dietrich
Bonhoeffer).
The relationship between sustainable growth and corporate environmental
responsibility (or why not say “ethical”?) is not enough for durability to be obtained, but it
can attain an adequate level when people treat nature with respect.
Next, we will try to give some specific examples of collective ecologic
responsibility which an agrofood company can adopt:
– it could defend a good cause and encourage employees to volunteer for
community service for protecting the environment;
– it could sponsor some organizations which promote environmental education in
the place where the economic agent activates;
– it could locally recycle waste from the agrofood company;
– it could encourage trade-union representatives to express employees worries
and problems related to ecological ethics;
– it could implement training for all employees regarding their food health and
safety;
– it could use rain water for washing the equipment;
– it could assist and support local farmers with techniques of durable agriculture,
making them the owners of their own business for improving long term
viability and for reducing migration;
– it could form partnerships with local groups and local authorities for making
the commercialization of agro alimentary products more efficient;
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–

it could sponsor training in order to form agricultural skills for the local
population;
– it could make a vocational academy to offer training in agriculture and to
include a research and development centre based on new methods and products
of sustainable agriculture;
– the farmers, too, ought to take social responsibility for the following:
• land capitalization by cultivating it, taking part in ensuring food safety;
• long lasting administration of water resources;
• adopting non-degrading technologies for the soil;
• providing safety equipment for the administration of chemical amendments
for the personnel, thus reducing the risk of falling sick;
• warning the population if genetically modified organisms are being used;
We go on with a case study exemplifying a corporate environmental responsibility
action carried on by an alimentary company.
Communication campaign for selectively collecting waste in Blaj
Campaign name: Protect nature in Blaj! Take part in recycling!
Initiator: Bergenbier (Interbrew Romania)
Implemented by: McCann PR / Weber Shandwick
Prerequisite knowledge. The issue of environmental protection is much emphasised,
and a plan is missing with respect to this. Local authorities have not developed groundwork
to offer a system of selection for the recyclable waste under different categories, although
the Ministry of Environment and Sustainable Development requires so. Blaj is the native
city for Bergenbier, in fact the development engine for Interbrew.
Mission. That is why Bergenbier chose to initiate a pilot project for selective garbage
collection and sending for recycling to Blaj plastic, glass and paper waste, having a partnership
with the Municipal Council of Blaj and S.C. Transport Weber (local service of sanitation).
Through this project, Blaj becomes the first city in Romania to implement at the
level of the whole community a public - private functional programme of selective
collecting of packs and of recycling them.
Aims
1. Creating infrastructure and selective collection logistics for Blaj.
2. Informing and educating people regarding company’s messages.
3. Changing people’s behaviour, who will have to daily use from now on the
infrastructure of selective collecting
4. Collecting over 3 tons of waste in order to recycle them.
Target audience. The decision of launching such a programme concerns each and
every citizen of Blaj, as it has as a result improving the life of approximately 12.000
inhabitants.
Rational message. Most of the things we throw away may be valuable resources.
That is why the name “waste” may be wrong in many cases, and could be replaced by that of
“raw material”. The things we do not need any more end up at the cesspool or at the
crematory. These two methods of eliminating waste are a major source of polluting the air,
land and water. For each ton of new products we pursue, 10 tons of resources are used to
produce new ones, as well as an immense quantity of energy. This energy, produced by
burning coal, oil or gas, sends out carbon dioxide into the atmosphere, which is responsible
for the greenhouse effect, which actually means blocking sun heat into Earth’s atmosphere
and so, increasing global temperature. This is the main source for climatic changes, the
greatest threat for our planet, global warming being held responsible for floods, drought,
hurricanes or huge tides, phenomena we have been facing during the recent years.
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Emotional message. Blaj, a symbolic city for Romania, will become an example for
the entire country through the way in which its inhabitants get involved in environmental
protection and cleaning, thus becomes a real European city.
Resources. Together with the Municipal Council, a preliminary survey has been
conducted; 1 000 persons participated in it, the results being the following (which clearly
demonstrates the opportunity of the project):
1.
2.

3.
4.

5.

6.

7.

8.

Do you consider Blaj a clean city?
a) yes
b)no, I think Blaj can be a much cleaner place
Do you consider that you can change something, so as to make Blaj a cleaner and less polluted
city?
a) Yes. It is up to me if I leave garbage behind or not
b) no, no matter what I do, there is no difference
If it were in your power, would you involve in cleaning up Blaj?
a)yes, because I consider myself a dignified citizen of this city
b)no, I do not really care about city sanitation
Do you know that in other countries garbage is thrown away selectively, paper, glass, plastic, for
example?
a) yes, I know
b) no, this is the first time I hear about it
Do you think that such a system of selective collection of garbage would help to keep Blaj clean
and protect its environment?
a) yes, we could keep the city cleaner, less polluted and recycle the waste obtained this way
b) I do not think so
Do you know that at the same time with Romania’s UE accession, nature protection standards
will be higher, and selective collection of garbage will probably be compulsory?
a) yes, I know this
b) no, this is the first time I hear about it
If you had different containers for paper, plastic and glass, would you care to selectively collect
garbage and throw it away only in the special containers?
a) yes, I think it is a good initiative, and I would respect it
b) I do not care, I would throw away garbage the same I have done it so far
Do you consider it important for pupils to study about environmental protection?
a) yes, it is important that environmental protection be part of youngsters’ education
b) no, it would not be of any help

329
612
724
217
861
80
857
84
869
72
838
103
877
64
888
53

Logistics. 1st May 2006: Bergenbier endows the Municipal Council of Blaj with 15
containers for recycling, placed in groups of three in key places: 5 for plastic/ PET, 5 for
glass, 5 for paper/ cardboard. Weekly or whenever needed, the local sanitation service, S.C.
Transport Weber, collects the garbage and sends it to be recycled in special centres.
Communication. As this project needs changing social behaviour to become
successful, the communication campaign takes place in an integrated way, more means of
communication being used to support the PR steps. All these aim at involving the city
population in the campaign, so that they should be able to identify the nearest collecting
point and to periodically throw away the plastic, paper and glass packs in the three special
containers.
Results
• The campaign has been successful from the very beginning, the population
taking part in this programme
• The destination for each container has been followed to ensure full
compliance with the measures in a very high percentage, which demonstrates
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people’s involvement in separately collecting the waste and then in throwing
it away in special containers
• Approximately 20 tons of waste were collected from June till the end of
September
• This determined extending the project before the deadline, by doubling the
number of the containers with the equal help of the partners: Bergenbier,
Municipal Council, and S.C.Transport Weber.
Modern society, faced with its own limits for development, needs efficient
mechanisms to implement principles for sustainable development. In this respect, shaping
environmental responsibility tends to become one of the main factors.
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IMPORTANT ASPECTS OF THE COMMON
AGRICULTURAL POLICY IN THE PERIOD
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Abstract. The present paper aims at presenting the changes regarding the
important aspects of the Common Agricultural Policy in the period 2007-2013, lying stress
on the presentation of the funds created to fulfil the objectives of this European Union policy
and on the measures that it implies. The paper tries to present the main aspects of the
Common Agricultural Policy reform and to identify its effects on the Romanian agriculture
and on the Romanian state, which will definitely be subjected to an ample process of
reorganization in the following period. Although it does not neglect pillar 1 of the Common
Agricultural Policy, the paper lies stress on pillar 2 - rural development, taking into account
the fact that in the present, at the level of the European Union, we witness a focus on the
rural development policy, which will get large funds, in view of a harmonious development
of the rural space and of supporting the farmers to fulfil the new environment and quality
standards.
Key words: rural development; agricultural policy; integration.
REL Codes: 15E, 20I

The common agricultural policy has in view the development of the agriculture of
each country that is a member of the European Union by joined efforts. It contains the
objectives and the means of action referring to the production and the agricultural and food
products offer, the farmers’ incomes, the agricultural prices, professional training and
employment, rural development and environment protection.
Two funds are functioning in the period 2007-2013. This is the result of reforming
the Common Agricultural Policy. The general objective of this reform is the ensuring of a
better balance in supporting and improving the rural environment by transferring some funds
from pillar 1 of PAC – Agriculture to pillar 2 – Rural Development, by introducing a
modulating system for the entire EU and by expanding the sphere of action of the present
instruments of rural development. This reform will completely change the way in which the
European Union supports the agricultural filed. The Common Agricultural Policy will be
directed towards the consumers’ interests and towards that of the taxpayers, so that the
farmers will have the freedom to produce what is demanded on the market.
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In order to achieve the objectives of the agricultural policy and to finance the
different measures it requires, including the rural development, the following funds have
been created:
• The European Agricultural Guarantee Fund (EAGF);
• The European Agricultural Fund for Rural Development (EAFRD).
The European Agricultural Guarantee Fund (EAGF) finances means of common
market organization and of supporting the agricultural products prices, covering the
following expenses which will be made in accordance with the communitarian legislation:
– export refunds to third countries;
– the intervention measures for setting the agricultural markets;
– the direct payments for farmers in accordance with the common agricultural
policy;
– the financial contribution of Community to the measures of informing about
and promoting the agricultural products on the internal market of the
Community and in the third countries.
– the financial contribution of Community to specific veterinary measures,
measures of veterinary inspection, measures of inspection for human and
animal food, the eradication of animals’ diseases;
– the promotion of agricultural products, either directly by the Commission or by
means of international organizations
– agricultural surveillance systems, including the investigations regarding the
structure of farms.
Most of the allowances for different fields financed by the European Agricultural
Guarantee Fund have been allotted to the new system of direct payments. These direct
payments are the result of the reform of the agricultural policy in 2003, when the connection
between aids and production was eliminated. The main objective of the unique payment is
to guarantee a larger stability of income for farmers. They can decide what they want to
produce, knowing that they have the guaranty of receiving the same value of the allowance,
irrespective of what they produce and, thus, they can adapt their supply to the demand.
Apart form the unique payment, the farmers can benefit from other special support systems,
in accordance with the cultivated area or to production.
The European Agricultural Fund for Rural Development (EAFRD) is the complementary
action for the common agricultural policy of the European Union. It is destined to improving the
efficiency of the structures of producing, processing and marketing the agricultural and forest
products and to developing the local potential in the rural areas. FEADR contributes to promoting
a sustainable rural development throughout the entire Community, thus joining the market
policies, the policies of supporting the incomes in the case of the common agricultural policy, the
cohesion policy and of the common fishing policy.
This fund is important because a rural development policy must go together with and
complete the policies supporting the market and the incomes in the case of the common
agricultural policy and, thus, contribute to the achievement of the objectives of these policies.
The support of rural development contributes to financing the actions that take
place by means of the following main axes:
Axis 1: The improvement of competitiveness in the case of the agricultural and
forest fields (45% of the total allocated funds).
The help provided for competitiveness in the case of the agricultural and forest
fields refers to:
– professional and informative actions, including the spread of scientific
knowledge and innovating techniques for the people working in the agricultural, food and
forest fields;
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– settling down of young farmers in the countryside: an allowance can be granted
to persons who are 40 years old at the most and who settle for the first time in a farm as
farmers, have enough skills and professional qualifications and show a development plan
for their agricultural activities;
– the early retiring of farmers and agricultural workers: an allowance can be
granted to the farmers who are at least 55 years who decide to stop their agricultural
activity, in view of giving their farms to other farmers; at the same time, the agricultural
workers who are at least 55 years and decide to stop any agricultural activity for good can
also benefit from support;
– the use of the consultancy services by farmers and forest holders: financial
support can be granted to allow the farmers and forest holders to face the expenses for the
use of the consultancy services in view of improving the global performance level of their
exploitations;
– setting up services for management, replacement and consultancy: financial
help can be granted for covering the expenses for setting up services for agricultural
management, for replacement in the farm and for agricultural consultancy, as well as for
consultancy services in the forest field;
– the modernization of farms: financial help can be granted for the investments
that contribute to the improvement of the global performance level of the respective farm
and meets the communitarian standards which can be applied in the case of the respective
investment;
– the increase of the economic value of forests: financial help can be granted for
the forests that belong to private owners, owners associations or municipalities;
– the increase of the value added in the case of the agricultural and forest
products: financial help can be granted for the investments that improve the global
performance level of companies;
– the improvement and development the corresponding infrastructure in the
agricultural and forest fields: financial help can be granted for improving the quality of the
production and of the agricultural products by improving the access to the agricultural and
forest areas, by amalgamation and improvement of lands, supplying energy and managing
waters;
– observing the standards based on communitarian legislation: financial help can
be granted to caver a part of the expenses and the income losses suffered by the farmers
who have to put into practice the standards in the environment protection field, public health
field, plants health field, animal welfare field and workplace security field;
– the farmers’ involvement in food quality systems: an annual financial incentive
can be granted for a period of maxim 5 years for the implementation of food quality
communitarian systems or for those that are recognized in the states that are members of the
European Union;
– supporting the subsistence farms: financial help can be granted for the farms
whose production is destined to private consume and which sell a part of the private
production;
– supporting the setting up of the producers’ groups: financial help can be
granted for facilitating the setting up and administrative functioning of the producers’
groups created to adapt the production to the market requirements, for a common
commercialization of the products on the market, for setting some common norms regarding
the information about production.
Axis 2: The improvement of rural environment and space.
The help granted for the improvement of the rural environment and space refers to:
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- measures based on the sustainable use of the agricultural lands, due to the
payments destined to the farmers that are not helped by the natural conditions, the payments
for the agricultural environment, the welfare of animals and for some unproductive
investments;
- measures focused on the sustainable use of forest lands, due to the helps
granted for the first forestation of the agricultural lands, for the first setting of agricultural
and forestry systems on agricultural lands, for the first forestation of the lands that were not
agricultural lands, for forest environment, for the reconstruction of the forest potential and
foe adapting some protection measures, for some investments that are no productive.
Axis 3: Life quality in the rural environment and the diversification of the rural
economy.
The help stipulated by this axis refers to:
- the diversification of the activities that are not agricultural: financial help can
be granted to a farm member who carries on other activities, too;
- the support for setting up and developing companies: the help refers to micro
companies and has in view the promoting of the entrepreneurial spirit;
- the supporting of touristic activities: financial help can be granted for setting
up some informing centres, drawing attention to the touristic sights, setting up some leisure
infrastructures and of some small accommodation spaces, the development and
commercialization of the touristic services corresponding to rural tourism;
- basic services for the rural economy and population: the help has refers to
setting up some basic services, including cultural and leisure activities for a village or an
association of villages, as well as their corresponding small dimensions infrastructure;
- the preservation and enlightening of the rural patrimony: financial help can be
granted for the protection of some areas that have a great natural value, for the actions that
have in view the ecological stabilization and the investments for maintenance, restoration
and enlightening the rural patrimony and the development of the areas that have a great
natural value;
- acquiring competences and putting into practice: the help aims at making some
researches on the respective area, making some information actions regarding the region and
the local development strategy, the training of the persons that take part in the drawing up
and putting into practice of a local development strategy, putting into practice of the
development strategy in public-private partnerships.
Axis 4: The Leader programme
Between 1991 and 2006, Leader 1, Leader II and Leader III were conceived to
support the creation and testing of new approaches for the integrated and sustainable
development, to complete and improve the rural development policy in the European
Community. The European Union specialists considered that the leader initiative reached a
maturity level that allows the competent authorities and the local action groups in the states
that are members of the European Union to expand the implementation of Leader approach
by means of the rural development national programmes. For this reason, there is a fourth
axis called the leader axis.
In the context of drawing up the local development strategies based on the local
needs and plus points, the support granted by means of the Leader axis allows the
combination of all the three objectives: competitiveness, environment and life quality and
the diversification of the rural economy. The integrated approaches which imply farmers,
foresters and other actors in the rural space can protect and improve the local natural and
cultural patrimony, can increase the awareness of people regarding the environment, can
stimulate investments and the promotion of the specialised services, tourism and the
regenerating resources for energy.
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Three main objectives that can be fulfilled by the Leader axis can be distinguished,
the importance granted to these three aspects by each state that is member of the European
Union can affect both the strategy and the management of the Leader axis:
– the stimulation of the endogenous local development: by means of the Leader
axis, several local resources for development can be mobilized. This happens
because the local actors understand better the opportunity of mobilizing the
available resources and it is their advantage to take part in projects;
– the increase of the organizational capacity of the rural communities
(governance): by means of the Leader axis, the local action groups can play an
important part in joining of all public, private and civil society organizations
which carry out their activity in a given territory and which act to achieve a
common objective;
– the stimulation of innovation in the rural areas: Leader can play an important
part in stimulating some new and innovating approaches for the development
of the rural areas. The Leader axis offers an increased flexibility ad a larger
freedom for the decision factors at the local level in choosing the actions which
they are to support.
For the Romanian agricultural producers, the integration in the European Union
means the opening of a large market of agricultural and food products, characterized by a
large absorption potential, higher purchasing power and price stability. At the same time, on
this market, the competition is extremely tough, so that the Romanian agricultural producers
will face the exponents of an agriculture which is efficient from the point of view of the
production factors supply, of the efficacy of resources allotting and of the specific markets
functioning.
The problem is that the present economic performances of the agricultural
producers in Romanian are modest. They are disadvantaged if compared to their competing
counterparts in the European Union countries, even if to the neighbouring countries, most of
them being in an advanced stage of adhering to the unique European market.
What is to be done? How can the Romanian agricultural producers benefit from the
status of Romania as a member state of the European Union?
After receiving the status of being a member of the European Union, the Romanian
farmers have access to the support granted by direct payments and to the support granted to
markets. The unique payment schema per surface consists in the payment of an even sum
per hectare which is to be paid once a year, irrespective of production. The Romanian
farmers can be eligible for payments granted per surface if they use an agricultural surface
which is kept in good agricultural and environmental conditions, and the farm surface is of
at least 1 hectare and consists in agricultural lots of at least 0.3 hectares, except the
vineyards, orchards, hops, the fruit-growing and wine growing nurseries, the fruit trees
which can have the minimum eligible surface of 0.1 hectares. We must not forget the fact
that, according to the communitarian regulations, the unique payment schema per surface
can be put into practice for three years after the adhering, period in which Romania must
improve the administration and control system, necessary to the administration of the unique
payment schema. At the end of the three years, the European Commission will evaluate the
stage of implementing this support schema and will decide if this form will go on (maximum
two prolongations of a year each) or if the unique payment schema will be enforced.
According to the provisions regarding the implementation of the unique schema in
the case of farms, the farms that do not have at their disposal agricultural land will not
benefit from direct payments. However, my opinion is that the zootechnical field will have
indirect benefits with the adhesion to the European Union, due to the fodder low cost
(especially cereals) and of the dairy products higher price.
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According to the European Union regulations regarding the putting into practice of
the Common Agricultural Policy, Romania, together with other sates that are members of
the European Union, will be granted from the communitarian budget 25% of the value of the
direct payments allocated in the Community, in 2008-30%, in 2009-35%, in 2010-40% and
then an annual increase of 15% up to reaching the value of 100% of the EU-15 support.
Apart from the unique payment schema on surface, the direct payments schemas
also include:
– complementary direct national payments, which represent payments that
supplement from the national budget those received by means of the unique
payment schema on surface, from the European Union funds;
– compensating payments for the farmers in the areas that have natural
disadvantages, which consist in making compensatory payments for the natural
disadvantages in the mountainous areas, the measure contributing to the
protection of the rural areas, to promoting and supporting the sustainable
agricultural systems, to keeping an active population in the mountainous areas;
– the payment schema for energetic crops, which implies the granting of an even
sum per surface for the energetic crops (rape, sun flower, soy, corn), on
condition that there is a contract between a farmer and a processing unit;
– the distinct payment schema for sugar, which consists in granting a sum per
surface for growing sugar cane used for the sugar and isoglucose production, if
there is a delivery contract of the sugar production with a processing unit.
It is obvious that, in the first year after the adhesion, the payments will increase the
farmers’ incomes but the effects of the support will be very different depending on the farm
surface. Thus, the small farms (of less than 5 hectares) and the large ones (of over 100
hectares) will have greater advantages. But these direct support schemas can not replace the
need of increasing the productivity and to improve the competitiveness in the case of the
Romanian agriculture. The recovery of the Romanian agriculture can be made only by
increasing the efficiency of the production factors use and of the competitiveness. But, it is
possible, that the putting into practice of the direct payment schemas to slow down the
farms’ restructuring and amalgamation processes, not stimulating the older farmers to sell or
leas the agricultural lands to some younger farmers that are more interested in the increase
of the agricultural efficiency. Thus, it is possible that the small survival farm to have a future
in Romania, at least on medium term, and this is not because of the economic causes but
because of social causes. This subsistence and semi-subsistence farms do not generate
incomes that can be invested, are lacking production means and money resources, which
make them vulnerable at the market pressures. The lack of capitalization possibilities, the
low productivity, the old age of most of the owners explain, in part, the putting into practice
of the subsistence strategies, without major preoccupations regarding the exploitation
development in the future. For this group of exploitations, it is necessary to implement some
measures which belong to pillar 2 of the Common agricultural Policy.
Thus, the answer to the question how we make the Romanian agriculture more
efficient, could come not from pillar 1 of the Common Agricultural Policy but from pillar 2,
that of the rural development. We have mentioned above the measures that can be financed
by the four axes of the European Agricultural Fund for Rural Development (EAFRD) and
which can contribute, among other things, to sartorial levelling and farm amalgamation, to
diversifying occupations, investments in farms, etc. That is why, on of the challenges which
Romania faces is the absorption of the communitarian funds destined to rural development.
The reform of the common agricultural policy in June 2003 and April 2004
introduced major changes, which could have significant consequences on the Romanian
rural economy, as regards the agricultural production patterns, the management methods of
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lands and employment, as well as, in a broader sense, on the socio-economic conditions in
the rural areas. For this reason, the rural development policy has become increasingly
important, the European Union allotting important sums in this purpose. This reform can
represent the chance of the Romanian state to become an attractive place for investments,
work and living.
I have presented the axes and the measures financed by means of the European
Agricultural Fund for Rural Development (EAFRD) above. I will proceed by presenting the
main measures destined to rural development, trying to identify their impact on the
Romanian agriculture and on the rural environment. Romania has chosen for Axis 1 ten
measures, for axis 2 four measures and for axis 3 five measures. Out of the total EAFRD
funds which amount to 8.022 milliards Euro for the period 2007-2013, Romania will use
25% for direct payments and the rest of 7.5 milliards will be allotted to rural development,
45% for axis 1, 25% for axis 2 , 30% for axis 3.
A first measure financed by EAFRD is the professional training, informing and
knowledge spread (axis1). The education level of rural population, even if it is steadily
increasing, continues to be extremely low. The necessity of professional training activities
comes with the competitiveness increase and with the diversification of the products and
services in agriculture and forestry, with the restructuring and modernization of the
agricultural and forestry field, of the processing and commercialization sectors for
agricultural and forestry products, with the encouragement of the market oriented
businesses, with the requirements regarding the sustainable development and environment
protection. Therefore, it is necessary that the professional training, informing and knowledge
spreading activities to be expanded to all the persons involved in fields that are connected
with agriculture, food industry and forestry. The public allowance (80% communitarian
contribution and 20% national contribution) granted in the case of this measure is of 100%
of the total eligible expenses and amount to 119,019,347 Euros.
Another measure with effects that have in view the restructuring of agricultural
exploitations and the structural adaptation of Romanian agriculture to the European model is
represented by the encouragement of the young farmers settling down (axis 1). It is obvious
that the present age structure of the Romanian farmers needs to be improved, because almost
half of the farmers are more than 65 years old. The young farmers represent are important
for the future of agriculture, for the period of adaptation to the new conditions after the
integration, as they are more dynamic and prone to innovation, diversification and taking
risks in achieving some actions. But the young farmers must be encouraged to settle down or
remain in the countryside and to set p competitive productive farms. The financial allocation
of this measure for the period 2007-2013 is of 317,384,926 Euros, the national contribution
being of 20% and the communitarian one, by means of the EAFRD, of 80%.
It is obvious that the Romanian agriculture supplying level is insufficient; it is not
adapted to the production conditions. More than this, the physical capital is still
characterized by a high degree of wear, both physical and moral. Thus, it is compulsory to
speed up and modernize the farms (axis 1), having in view their economic, ecologic and
social importance for ensuring the development of a competitive and sustainable agriculture.
This measure implies that the encouragement of the investments oriented towards the
supplying with machinery and professional equipments, as well as the investments regarding
the adaptation of the agricultural constructions to observing the communitarian standards
and the increase of the competitiveness of farms. The public support granted in the case of
this measure will range between 450% and 75% of the eligible value of the projects, which
differs depending on the period and on the investment type. The financial allocation of this
measure for the period 2007-2013 is of 1,318,156,777 Euros, the public contribution being
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of 674,442,968 Euros (the public national contribution being of 20%, and the communitarian
contribution, by means of EAFRD, of 80%).
Another measure that is supported financially is called the increase of the value
added in the case of the agricultural and forest products (axis 1). For the main production
field, the food industry represents an opportunity for ensuring a certain sales outlet, the agrofood processing field plays a very important place not only for generating new opportunities
for employment, but also in the case of nutrition and public health. At the same time, many
rural communities in the forest areas depend on the forest products processing. The support
granted for this measure will contribute to the increase of the competitiveness of the
processing the agro-food and forest products by improving the general performance of the
companies in the sector of processing and marketing the agricultural and forest products, by
a better use of the human resources and of the production factors. The financial allotting of
this measure for the period 2007-2013 amounts to 2,589,772,836 Euros, out of which the
public contribution of 1,071,174,126 Euros (80% national contribution, 20% communitarian
contribution).
In Romania, as a result of the land retrocession, most of the private farms are
characterized by a reduced economic power and the focus on consumption by their own
production, having a basic subsistence character. The focus of these farms on the market
requires the change of the production system and extra financial expenses which the farmers
can not afford. That is why the measure that has in view supporting the subsistence farms
(axis 1) is desired. This measure has in view the increase of the competitiveness of the farms
that are being restructured, having in view the fact that the agricultural sector and the rural
economy are subjected to the competitiveness pressure of the unique market, by the
sustainable use of the production factors, by management improvement by means of
diversifying the agricultural production and the introduction of competitive technologies
adapted to the local conditions. The sum of 595,096,737 Euros (20% national contribution,
80% EAFRD contribution) is allocated for this measure in the period 2007-2013.
Another measure is implied by the communitarian support is represented by the
payments for agro-environment (axis 2). The agro-environment instruments are necessary to
support the sustainable development of the rural areas and to answer the increasing demand
of society for environment services. The payments granted by means of this measure must
encourage the farmers to introduce the production methods that will protect and improve the
environment, the landscape, the natural resources, thus contributing to the sustainable
development of the rural space. The financing is achieved integrally by public funds, thus;
82% by means of the EAFRD and 18% the national contribution).
Romania has at its disposal a large forestation potential, that is why the measure
that aims at the first forestation of agricultural lands (axis 2) is very important, taking into
account the fact that the forest contribution to environment protection, the prevention of
natural disasters, the diminishing of climatic changes, the increase of biodiversity and the
improvement of the air quality. The financial allocation suggested for this measure is
305,778,450 Euros, out of which the public expense is 229,341,337 Euros. The public
support that this measure implies will not exceed 70% of the total of the eligible expenses,
with the mention that in the case of the disadvantaged areas and in the areas where the 2000
Nature programme is implemented the public support will be limited to 80% of the total of
the eligible expenses.
The promotion of a balanced development in view of achieving an economic and
social cohesion requires the focus on the development of the rural areas. In present, in
Romania, the economic functions of these areas are to a large extent dependent on the
agricultural ones; thus, we can notice a great employment in the agricultural field. This
requires some extra incomes obtained from non-agricultural activities and the reorientation
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of employment as a result of the restructuring the agricultural field towards non-agricultural
activities. Thus, the measure referring to the support for setting up and developing microcompanies (axis 3) has in view the sustainable development of the rural economy by
encouraging non-agricultural activities in view of increasing the number of work places and
of the additional incomes. This will contribute to the stability of the territorial balance, both
economically and socially. The financial allotting of this measure in the period 2007-2013 is
547,790,001 Euros, out of which 383,450,001 Euros is the public contribution (the national
public contribution -80%, communitarian contribution by means of EAFRD-80%).
The measure referring to the encouragement of touristic activities is also financed
by means of axis 3. Tourism is an alternative activity for the rural environment, but it is
imperative for the infrastructure and touristic services to be supported, because, in the
present, they do not meet the tourists’ requirements. The development of touristic activities
in rural areas will contribute to the increase of the work places and of alternative incomes, as
well as to enhancing the attractiveness of the rural space. The financial allotting of this
measure is 837,316,726 Euros, out of which the public contribution is 544,255,872 Euros.
The social and economic development of the rural space is intimately linked to the
existence of a rural infrastructure and of some basic services. In this way we can explain the
measure that refers to the renovation and development of villages, the improvement of the basic
services for the rural economy and population and the emphasizing of the cultural legacy (axis 3).
The renovation and development of villages represent an essential requirement for the increase of
the living standard and for enhancing the attractiveness of the rural space. The quality of the basic
rural physical infrastructure can have a major impact, ensuring the development of the rural space,
especially by facilitating and encouragement of economic activities. At the same time, the
Romanian villages are important places that preserve the cultural legacy, contributing to enhancing
the attractiveness o the way of living in the countryside and helps preserving the local identity. By
means of this measure, the sustainable development of the rural space is wanted. For this measure,
1,579,313,915 Euros will be allotted out of which 1,546,181,455 are public funds (the national
public contribution-80%, the communitarian contribution by means of EAFRD -80%).
From the above mentioned, it is obvious that the Romanian rural space faces a series of
deficiencies. They account for the imbalances existing in the rural and urban environments. To
reduce these imbalances, one suggestion would be the drawing up and implementing some
integrated strategies of development to the local communities, having as starting point the needs
identified at the local level and the endogenous potential. In this purpose, a fourth axis has been
created –LEADER, which has a special importance, as it will contribute by means of its specific to
the balanced development of rural territories and to the acceleration of the structural development.
The LEADER approach will improve the local governance and promote the endogenous potential
of the territories, will contribute to the consolidation of territorial coherence and to implementing
integrated actions which can lead to the diversification and development of the rural economy,
bringing advantages to the rural communities, allowing the rural actors that represent various fields
of activity, to work together for the benefit of local communities. For the LEADER axis
279,194,082 Euros will be allocated for the period 2007-2013, out of which 235,074,871 Euros
represent the public contribution.
The rural development and the specific problems of the agricultural field have been
and continue to be difficult and expensive problems for Romania. Mention must be made of
the fact that our country must have as objective to surpass a double imbalance: first, it is
about the imbalance existing between the urban and the rural environment in Romania, as
compared with the imbalance existing in the other countries that are members of the
European Union, and, secondly, it is about the imbalance existing between the development
level of the Romanian agriculture as compared with that recorded in the European Union.
Due to the communitarian support for agriculture and rural development which Romania
will get in the next period, it is possible that these imbalances to be diminished.
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THE ROMANIAN EUROPEAN UNION
INTEGRATION IMPACT ON THE SUSTAINABLE
ECONOMIC DEVELOPMENT WITHIN APUSENI
MOUNTAINS
Liliana Paula SOCOL,
Ph.D. Candidate
Academy of Economic Studies, Bucharest
Abstract. The sustainable economic development represents a challenges and an
important objective for the Europe as a whole and especially for Romania, as a new member
state, with fully rights. By our actions, against perspectives of sustainability of development
of a sustainable economy, we generated de premises of exhaustion of natural capital from
the Apuseni Mountains region. The irrational exploitation of the natural resources of the
zone will be felt on the ecological deficit, which implicitly will constitute a real threat of the
economical future of the zone. The impact of the economic growth on natural environment
from the Apuseni Mountains is materialized by taking from nature some useful substances,
respectively ferrous and non-ferrous material, processing of it and sloping of the waste
products in the natural environment after the production and the final consume.
The aim of the study is to identify and to analyze the priorities of the Portuguese
presidency of the European Commission referring to the conservation of the biodiversity,
thus represents a way for the local public authorities from the counties situated on the
Apuseni Mountains region.
The third important dimensions, about environment, economical and social will be
presented, in detail, on the proposed study, in order to identify the best methods for the
conservation of biodiversity within Apuseni Mountains.
Key words: sustainable economical development; natural resource; economic growth
REL Codes 15C
Motto: When you are felling, under economical and historical report the whole
complexity of the Pausing Mountains, diverted on a road limited by houses, on a side and
the other the surface is re crossed by rivers and brooks as a real cobweb, we find villages
with former and actual industrial activities, with settlement on unforgettable landscapes,
enviable landscapes with historical aspect, where each blade, with each stone, house is
speaking about a past time who has to be actualise, as regretted professor Paul Bran said,
give an push to the spirit thru to perpetuity of the Romanian nation.
The Apuseni Mountains represents a montanan space of a big diversity and
originality of a landscape, which offers a huge richness of natural and cultural-historical
resources. By its natural delimitation between Transylvanian plateau and Tisa plain, and by
the ethnographically, demographically and economical characteristics constitutes a welldefined geographical, historical and economical entity.
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By some studies, this region covers, in adittion to the so-called montanian areas,
which represents aproximatively 76% by the whole surface and some territories and
peripheral position, under the ground that, by its situation to the contact with mountain, their
economy is powerfully involved in the mountain zone. (Ailenei, 2002).The whole surfaces
of the Apuseni region is cca. 16200 km2 (cca 7% by the country surface and the population
is cca 674600 inhabitants (about 3% from the whole population of the country), representing
a medium density of 42 inhabitants/ km2.
Here are grouped more than 1266 localities (by which 16 have urban character),
which totals a population of aproximatively 674600 inhabitans (in 2000, instead of 700000
of inhabitans to the census organized in 1996), with a medium density of 60 inhabitans/ km2,
which represents a value important to remind (speaking about a montanian zone). In the
Apuseni mountain zone we can find more small and smallest villages, the density of its to
the 100 km2, being superior to the country average (7.9 villages /100 km2 instead of 5.5
villages/100 km2), remarcable beeing the situation for the Motilor Country, where the
density is by 22.3 localities//100 km2 .
Quite numericaly reduced, the towns have more an agrarian- industrial economical
function, the Brad town beeing recognised by its machine-building industry from Gura
Barza, manufacture of woods and milk, the Campeni town by the woods manufacture and
furniture; Abrud town by its putlog and light industry; Zlatna by its non-ferrous and
chemical industry, Nucet by extractive industry (Baita) and light industry.
Concomitently, having in mind the increased level of dispertion within teritory of
human settlements from the Apuseni Mountains we can ascertain deficiencies in assuring of
technical- edilitary infrastructure and in special problems regarding the high emigration rate
and demographical ageing, founded in that zone, which distinguish the existence of some
real problems of social and economical nature.
The waste phenomena, the most pregnant in that zone, because of the plants of nonferrous metals existent to Zlatna represents a problem necessary to be solving, in order to
assure the sustainable development in Apuseni. The Zlatna, Abrud and Campeni towns as
well as the adjacent territories are confronting with serious pollution problems.
In the zone of thouse localities, the pollution phenomen afects all environment
factors (air, water and ground), which generates habitual acid rains, with serious aftereffects on the zone vegetation and the health of the inhabitans, as well as serious landfalls.
The third type of zone with problems is represented by the monoindustrial localities,
affected by the high rates of unemployment because of the reorganization of mining industry
(Apuseni mining zone – county of Alba, Ştei-Nucet-Drăgăneşti, Brad, all declared
„disadventaged zone” and from chemical industry and machine-building industry (Aiud,
Cugir, Zlatna – judeţul Alba, etc). (Popescu, 2005).
Sipte of, the Apuseni mountains zone dispose as a principle non-regenerable
resource, which determine continuosly the interest of the different investors, the gold
which was been exploited before the romans conquer, by dacs. The center of the
exploitation was the Zlatna town. The most important region for the exploitation of the
gold-silver ores is situated in present within Metaliferi nountains, on the Aries and
Mures valey. The principle mines are thouse from the Criscior-Brad, Roşia Montană,
Baia de Arieş, Bucium, Săcărâmb, Băiţa.
The second auriferous region is at Baia Mare, at the foot of the Gutai mountains, where
the gold is associated with other non-ferrous minerals. In the same regions is exploited the silver.
The obtaining and the affinage of the methal are maded to Baia mare and Zlatna.
The market economy system is the most powerfull system administrated until
present by the civilization. On an realistical evaluation, the economic system is partialy
„blind”. This collocation, wants to reveal how „slightly” we can see the effect of this system
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on the things which are more difficult to buy of\r sale, even if we are thinking as well as the
fact that within the economical calculations are not cunatified thouse losts.2.Few
convincing examples from the Apuseni mountains are the clear water, the fresh air, the
beauty of the mountains and the reach diversity of the life of forest which tend to be more
affected by the economical actions.
Having in mind thouse above mentioned, the study is proposing to analize the
impact ot the integration of Romania within European Union through the Apuseni
mountains, from the perspective of the progress realised within the economic and ecological
development of the zone.
Is well known te fact that the nature put to the disposal of economical activities all
the component elements, became in that situation, a motive power, generating economic
productivity. The Romanian integration attributs to our country a very important role within
the environment protection, in the context of global economy. The knowledege based
economy brings a new vision on the resources, as factor of economical development.
The man and the nature are in a link interdependency, with mutual conditionality.
„The man is the creation of nature and cannot live without beeing in harmony with her”.
(Bran, Ioan, 2002)
From the perspective of the content of legislation from European Union, the
inetgration suppose the alignment of the environment problems in order to avoid the major
risks which can affect the Apuseni mountain zone. The systematical monitoring of the
european policies transposition within national regulations can assure an apropriate
harmonization as well as fully and corect implementation of the curent legislation, without
neglecting the fact that the environment is a public good, which can’t be administrated
outside of the principles of sustainability or externalised, thus to satisfy the interests of some
potential investors within Apuseni mountains (in the case of Rosia Montana).
The economy of Apuseni mountains zone is finding on the change process of
system because of fatal inheritance of mono-industrial type, combined with the countinous
powerty stade of the population, with the threat of exhaustion of the sole resources and the
degradation of the environement. The mono-industrial centers of mining exploitation which
have reduced posibilities for restructuring the methalurgical indutries (in Zlatna zone, the
industrial activity affects a surface of 50000 ha).
Also, is necesary to realise a change also regarding to the approach of
environmental problems, arriving from the situation of a final consumer of funds to the
situation of supplier of eco-efficiency. The environment protection actions, of conservation
of the natural resources and of ecological reconstruction must became oportunities with
economic efects, which will generate new work places and will supply the incomes to the
population within Apuseni montains zone.
The montain zone from the north of Apuseni Mountains is considered a zone on
industrial decline, even if here exists gold-silver and complex minerals and the restructring
from the minimg domain afected the extractive sector and determined huge
disponibilisation. The economical implications of the sustainable development can allows
for the investments sector within infrastructure and the equipment of exploitation of the
montanian resources of the zone.
The competitive advantage of the montanian zone from the Apuseni, is representing
the existence of unic natural resources, available on a long term, this aspect can confering
sustanbility to the economical development processes.
Under economical asspect, the integration impact of Romania hinting every effect
produced on the environment by the activities of protection of it, inclusively on the health
and human security, on the fauna, flora, ground, air, water, climate, landscape and historical
monuments from the Apuseni Mountains, as well as the interaction between thouse factors.
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Also, the term designates also the effects on the cultural patrimony or on the
socioeconomical conditions derived from the modification of thouse factors, with
implications on the Apuseni Mountains zone.
In the case of Rosia Montana the main preoccupation for the assuring the
sustainable development is justified, more by the fact that the exploitation of deposits from
taht zone riscs to determine the waste of the whole ecosystem, as a consequence of the
modalities proposed by the canadian investors, represented by the Gabriel Resources Ltd.
The minimum requirments of sustainable development are not respected in that
zone of Apuseni mountains, because the use of the resources are not realised efficently thus
to obtain good quality products with minimum and non-toxical waste products, per a
contrario, is desired the use of cyanide, with disastrous consequences on the environment.
Also, the assurance of the increase of the quality life of people from the Apuseni
mountain zone is not possible to realize because the mining exploitation, under conditions
proposed by the Canadian investors requires the availability of 500 active persons and
movement of 2000 persons from the Roşia Montana village and neighborhoods, for creating
place for the exploitation.
As well, 900 of houses will be demounted in order to create a new space for 4
exploitation craters, with surfaces of 772 ha, which will generate 196, 4 million tone of
cyanide. In the conditions of such an initiative we can’t speak anymore about the
conservation of the environment and the natural resources within Apuseni Mountains.
The Rosia Montana locality is a village with 16 small villages occuping a surface of
42 km2. In the last periode, the demografical indicators know in Rosia Montana a
decereasing evolution. Thus, the total population decreasing from 4,137 persons in 1996 to
3,665 to the census from 2002 (a diminuation of 10% in 6 years); the number of live borned
is reduced from 41 in 1996 to 32 in 2001.As well, we can see the existance of an ageing of
the population, more than 22% inhabitants more than 60 years.
In order to realise the economical development within the Apuseni zone, the
potential investors must beneficiate from new informations regarding the key aspects of the
gold mine project from Rosia Montana. Zones fro Apuseni, as Calnic mountain are protected
by normative acts (The law no. 5/2000) beeing regulated as a historical monument by
national interest. From the economic point of view, the Masive Calnic contain the biggest
reserves of gold from the Rosia Montana zone and its masive exploitation is wanted by the
unic investitor in present, Gabriel Resourcess.
If by the exploitation of gold-silver minerals can be obtained huge incomes, in the
logic of economic system, based on profit, they can’t take into consideration the
consequences of use of the cyanide, on the water and the grownd from that zone. Even if the
use of instruments enter into costs, by liquidation but the receding of the ecosystems or
some species from Apuseni, with unknowen value, do not appear as economical losts and,
implicity are not influencing the GDP level.
That think have serious consequences on the internal and international plan,
because is observed an important economical growth by the exploitation of the minerals,
without quantize the efects on the natural environment of the Apuseni.
The increase of the productivity, considered as the most semnificative measure of
the economical progress is calculated through a methode which starts from an absurde
hyposesis: if a new technology have also good and bad consequences, is permited, on some
circumstances, to measure only the good one and to ignore the bad one. Thus, the calsic
economy defines the productivity in a narrow way and encurages us to evaluate the earnings
in productivity with economical progress. But the consequencs are negative within Apuseni
mountains: more are polluating the rivers, the grownd more the profit of the company who
polluates increases.
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Analizing the events from Rosia Montana, we can observe the appearance of a
major risks on the exploitation of the resources, with bad implications on the sustainable
development of the Apuseni mountains. The clear example is the unsusteinable investment
initiative from the Rosia Montana.
Te models for economical growth within Apuseni mountains didn’t contain the fact
that few natural resources are exhaustible and can be exploited only in some special
conditions, in order to mantain health of the environemnt.
Because of this founding, the development crisis was defined as „a breack between
accumulation process and the esembly of direct mechanisms of regulation and of the
procedure of the social reports, on a side, and of the reports between man and nature, on the
other side”, from the Apuseni Mountains.
The caracterisation of the rational use and the protection of the natural resources
from the Apuseni mountains can be realised with the help of economical indicators system.
Thouse servs as a scientifical reasoning of the rational position of the economical objective
in dependence with natural resources which are use for the determination of the most
advantages tehnology of extraction and manufacture of the resources from the Apuseni
mountains, as well as the complex of necesary measures for the environemnt protection.
According to the specialist’s opinion1, thouse indexes can be grouped as:
– economical indexes, which characterizes the stage of each natural resources;
– Informative measures, through the neutralization of negative actions on the man
health and on the environment within Apuseni Mountains;
– Indexes which reflects the expenditure related to the realization of the
recovering measures for the environment within Apuseni mountains;
– The economic efficiency of the prevention measures of the degradation of the
Apuseni environment.
Until present, in order to realize of a sustainable economical development process,
who reflects the principles of this development was considered important to take into
account the following economic indicators:
- The base indicator of economical development is the GDP which measures the
agreed value of the outputs of the economy obtained in one year. The GDP must be
associated with the prosperity of the society, if its growth, but that think must conduct us to
an different approach.
The GDP represents some problems regarding the measurement of welfare, but also the
registration of the damages made to the environment, which can reduce the economical welfare.
Only because of the economical activities effects on the natural environments don’t
have, general, a special market, that doesn’t mean that they don’t have economical value. By
the measurement of the output values on the market, GDP ignores, first of all, the
environment. Any damage brought to the environment must be evaluated and deduced from
the GDP.
The national potential of the resources from the Apuseni Mountains will involve a
management, a capacity of administration in the context of the new requests and ecological
and economical orientations.
Relanching of the economical activities will implies not only the local authority but
also other institutions to evaluate on the real value starting with the price of the resource
which must to reflect the whole value until the utilization costs will follow the profit, in
accordance with the management.

1
Florina Bran, (2005), Componenta ecologică a deciziilor de dezvoltare economică, Editura Economică,
pag 35
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Obviously, the Romanian integration within European Union will involve a alignment to
the requirements and standards of European Union, respect for economy of the zone having in
mind the principle “polluter pay” following the impose of some environment taxes but also the
economical – ecological analyses who will follow the equilibrium of natural capital of the Apuseni
mountains and a new orientation to a sustainable administration, in accordance with European
Union regulations, possible to be realized by agro turistical activities, by middle and medium
enterprises, the covering of the workforce and redefinition of the Apuseni Mountains zone from
unfavorable zone to a zone with a new economy.
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THE QUALITY OF HEALTH SERVICES –
A PRIORITY FOR ROMANIA, PART OF THE
EUROPEAN UNION
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Abstract. In the last fifteen ears has been promoted a lot of reforms and has been
initiated a lot of changes in the structure of Romanian Sanitary System. All those reforms
were presenting in front of the desk the quality of Sanitary System but not having any results
in this. Hospitals credential program, initiated by Health Ministry and Romanian Hospitals
Association that included rising quality techniques and evaluation systems, has not been
applied. Having those two missing made that Sanitary Reform and changed financing
systems to not lead to wanted results, first because of the missing sanitary evaluation quality
system, that will conduct to an informational asymmetry between suppliers and consumers.
Key words: human health; financing; health care services; quality.
REL Codes: 8A, 13B
Introduction
The access to educational and health services is considered in all the civilized
countries as a fundamental right of an individual. Despite of these rights settled according to
modern human principles, all the European health and educational systems encompass
several difficulties in covering the entire population with related services. In Romania, due
to the impoverishment of people, as well as the malfunctions of educational and medical
systems, a number of social exclusions forms have appeared in relation to these services
specific to the countries that encounter infrastructure issues and low-life standards
population.
For the EU countries, as well as for those about to become members, the access to
health services is regulated at the legislative level and is guaranteed through the Charter of
Fundamental Rights of the European Union, article 35: “Everyone has the right of access to
preventive health care and the right to benefit from medical (…)”.
Together with several other objectives (free choice of suppliers and beneficiaries,
efficient usage of resources available in the system at one time), a fair and extensive access
to a pre-settled bundle o services is one of the purposes of each sanitary system. Still, in the
world-wide current period, there is no sanitary system that can reach simultaneously all the
established goals at a maximal level. The maximization of one objective entails lower levels
for the achievement of other ones. Sanitary politics decisions settle on the type of system
organization in order to maximize one of the objectives, in accordance with the tradition and
the ideology of every country.
Following an analysis of the European health systems, unlike the United States, for
example, the health may be considered a social right, accessible to all the citizens. In the US,
health is particularly seen as an individual asset that you can benefit of only after being able
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to pay the necessary costs. In the US, the system strengthen the freedom of choices but,
despite of high state health investments (14 % of the gross domestic product – GDP are
health expenses), 35 million people have no insurance and don’t benefit from medical
services. Consequently, despite of massive investment from the state in health services, the
coverage is much reduced in such system.
Another pattern is the British model, with a high access to medical services and
superior equity, associated with a restriction of options and freedom of choices. The British
system is one of the few EU systems less expensive, but with long waiting lists for
interventions, more than one million patients being put on hold.
All the European health systems are under discussion for being reformed due to
fiscal pressures accentuated during the years. Therefore, new financial sources are under
debate, together with their more efficient management, as well as new alternative manners
of services organization.
Beyond the statutory rights, there are also difficulties related to the access to the
health services in Western Europe countries and even greater ones in the former communist
states, according to the statistics released by the Euro-barometer in 2002. Despite of the
problems, an oversight of the European systems shows that the objective regarding the
accessibility of health services is satisfactorily reached, both in Western and Eastern Europe
(Health and care in an enlarged Europe, 2003).
The quality of services and financial sustainability issues of Eastern systems are
more severe than covering the population with services. The extent of access to services is
an element of social equity and solidarity and a measurement of the rights that the taxpaying citizens benefit of (in Romania’s case, the health insurance contribution). What is
important though is the quality of provided services and not only their accessibility towards
the beneficiary. The difference between the East and the West with regard to the quality
exceeds the one regarding the coverage with services, reveals the Health and care in an
enlarged Europe report.
The disparities between the above mentioned two zones of Europe regarding the
morbidity rates through avoidable illnesses appeared gradually, starting with the ’70s.
1.The Access to public health services in Romania
The access to health services during the communist period
The universal access to healthcare (the wide coverage of the beneficiaries) was one
of the top priorities of Central and Eastern Europe countries during the communist period.
Up to 1997, Romania had a strongly centralized medical system, financially fed only by the
state budget and coordinated by the Ministry of Health. Officially, the services were
provided free of charge, but the sub-financing of the system for a long period drove to the
diminishing of services quality and the transfer of a part of their cost to the population.
Many dispensaries and hospitals had no proper technical equipment, depreciated buildings,
the Romanian drugs and the sanitary materials were not sufficient in relation to the medical
units demand, while the imported drugs, new and efficient, were inaccessible for most of the
population. Therefore, part of medical treatment costs were transferred, directly or
indirectly, to the beneficiary, including the informal payments to the medical staff,
generating a limitation of access to health services for several segments of population. The
low level of wages of the medical staff remains nowadays also one of the unsolved issues of
the system, and their habit as well as the one of the beneficiaries in relation to receiving /
granting informal payments put under limitation the access to services of the poor people.
The university centers used to offer viable hospitals in the Romanian circumstances
related to the quality of health services, but on the other hand, the primary medical
assistance were not properly developed along the territory due to the lack of dispensaries
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and medical staff in plenty regions, mainly in rural zones. This aspect became and still is
one of the factors that supported the polarization of access to health services.
Despite the declarations in relation to the reform of the system and initial objectives
of involving additional resources in primary assistance, the tertiary system of hospitals
continued to be the most significant consumer of resources and received the majority of
investments. Due to this fact, respectively the lack of resources, the primary assistance was
continuously neglected. In Romania, as in most of East European countries, during the
communist period, the public medical services were concentrated on hospital care, which
was a burden for a poor budget, considering that he majority of funds had to be allocated to
hospitals (up to 70%) (MS, 2004).
Low quality of services and the poverties from the system due to reduced budget
imposed several decisions regarding the improvement of public medical assistance in
Romania. The transfer to a health insurance based system was assessed at the time by the
persons in-charge as the optimal solution for solving many issues. Therefore, starting with
1996, from the regulatory point of view and since 1999, with a practical applicability, the
principles of public sanitary system were changed regarding its organization, financing and
presentation to people.
Health insurances high coverage, an initial manner of accessing the medical system
Even if a transfer was made from a system based on state budge financing to a
social insurance based one, the coverage was still high and with no strong connection to the
payment made to the health insurance fund.
According to law no. 145/1997, accessing medical services is under condition of
contributing the insurance fund or belonging to one of the categories insured by the effect of
law, vanishing the idea of universal and unlimited access to these services.
Still, such system has a strong social orientation, having a reduced collecting base
due to fewer contributors compared to the number of beneficiaries. For example, only 0 to
18 years old people, which have free access to services, represent approx. 23 % of the
population, and the contributors are less than 50%.
Though these measures were taken, there are still uninsured persons who represent
between 5% (according to public opinion Barometer) and 10% (according to CNAS data) of
Romania’s population. The uninsured person could result from several segments, i.e.:
• Freelancers, persons who are not formally embraced in labor market
• Impoverished family from urban environment not benefiting of social aids
• Families from rural environment (significant part of peasants who get income
from the agriculture of subsistence)
• Part of Romany (gipsy) population
For all the above mentioned categories, there is access to emergency medical
assistance but no facilities for compensated drugs.
Accessing medical services from the offer of services point of view
Bundled services available
With regard to the bundled services offered to employees, the new features of the
system suffered minor changes. The access to any recommended medical service is still
allowed, theoretically, an exception being the medical services for aesthetic surgery and/or
the request for high comfort services. From this point of view, the population didn’t felt a
significant change in the new law. Still, due do limited financial resources, new ways for
restricting the number of services, and, implicitly, the costs, were found.
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The termination of funds for certain free services or compensated drugs, implied the
impossibility of accessing the respective services or drugs of patients entitled to benefit of
these. This was a modality used by the system for adjusting its financial functioning but also
conducted to inequity.
The data collected in 2002 and 2003 showed that the beneficiary was not informed
about its rights derived from the contributions made, allowing confusion and avoidance of
granting entitled services when the funds were missing. According to the Barometer data
regarding health services, more than half of Romanians are not aware of their rights and
duties regarding medical insurance and more than 80% of the insured persons have no idea
or possess only vague information about their entitled rights.
Do you consider having enough information regarding the health care system in
force in Romania? (2002)
No / rather No – 58%
Yes / rather Yes – 39%
Undecided – 3%
Do you know the approximate percentage of your income that represents your
contribution to the insurance system? (2002)
No – 58 %
Yes – 42%
Out of the respondents with “Yes”, only 50% knew the correct percentage.
Do you know the composition of the basic bundled medical services (ensured by your
contribution to the health insurances) (2002)
No –65%
Yes – 13%
Partially – 22%
Source: The Barometer survey regarding health services performed within Romania’s
population in 2002, Health Politics and Services Center.
According to CPSS Barometer data, the physicians were considering the need of
supplementary information regarding the public medical system that they were a part of:
regulations, organizational and functional principles. Therefore, as a conclusion, it may be
considered that a significant information deficit exists, both on the medical staff part, as
well as in the patients’ one, a problem that is neglected from the center. The new system
generated several confusions even between the actors of the change: the medical staff.
Unequal distribution of health services offer
The differences between the urban and rural environments are significant with
regard to the infrastructure. There are rural regions isolated, making inaccessible for people
the dispensaries or these units do not benefit from permanent medical staff or their
endowment with necessary materials and equipment is rudimentary. What is even more
serious is that the regions with impoverished or aged population who are in great need of
medical care are the ones having these problems. Even in the current times, no measures are
taken in order to create incentives for determining the medical staff to work in the less
fortunate regions, the problem regarding the coverage with domestic physicians being a
very serious one.
The principles of equity and solidarity were violated also through the existence of
parallel health insurance units (belonging to the Ministry of Internal Affaires, the Ministry
of Defense, the Ministry of Justice, SRI – Romanian Informative Services and the Ministry
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of Transportations). These units obtain incomes exceeding the national average per insured
person, due to their contributors with high remunerations and lower risks. Even in the case
of the National Unit of Health Insurance (CNAS), according to CNAS report for 2002, the
differences between the regions, per insured person, are significant. The expenses per capita
are considerably different from one county to another, varying from 34.9% to 202.3%,
compared with country’s average and highlighting the discrepancy between the rich and the
poor zones (CNAS Report for 2002, issued in 2003). Considering these aspects, there are
also significant disparities between the regions with regard to the medical staff and
endowment. People residing in counties with developed economic infrastructure have a
more facile access to quality technology and specialists than those living in hindered
economic regions. An example is represented by the double proportion of specialists related
to population in Bucharest, compared with Eastern and Southern counties, meaning 10
specialists per 10,000 citizens in Bucharest against 4.7 specialists in the rest of the country.
Within the rural environment there are 58 physicians per 100,000 people, compared to 300
physicians per 100,000 people in the urban regions and a proportion of 4 – 5% rural people
who live in localities with no domestic physicians is estimated.
The access to health services correlated with the social status
The data analysis indicates that lack of access to medical services exists in relation
to the needy life standard of a certain segment of insured population, this problem
comprising also the existence of co-payments from the beneficiaries to the medical system.
Therefore, it can be said that a significant number of insured people has limited access to
medical assistance against a background of much reduced budget of the household. The
impoverished families cannot afford co-payments entailed by requesting medical services
and purchasing necessary drugs.
According to the data, for 40% of the rural people the existence of the means of
conveyance and their cost represent a problem of access to medical services from outside
their locality. Also, the co-payment addressed to the medical personnel and the waiting time
are seen as obstacles by the people from both rural and urban environments. The
unsatisfactory wages of the medical staff are, according to their opinions, a motivation for
the extra-payment claimed for carrying out the medical act, fact that leads to the exclusion
of poor people from the medical assistance. This is why the necessity of increasing the
remuneration of sanitary personnel has to be taken into consideration. The population’s
negative perception over the quality of services and the physician – patient relationship may
be considered as a discouraging factor for calling the doctor. Together with the lack of
necessary income for purchasing the prescribed drugs or the extra-payment claimed by the
medical staff, these are explicative factors for the option of several disfavored groups or less
educated ones for applying a treatment by their self, with no indication from a medical
representative.
2. Romania in the European context – accessing the services
Beyond the legally stated rights, access difficulties are also existent in the Western
European countries but, according to the Eurobarometer from 2002, these are more
significant in ex-communist countries. Despite of these problems, an oversight of the
European systems shows that the objective related to the accessibility of health services is
satisfactorily reached, both in the Western and Eastern Europe (Health and care in an
enlarged Europe, 2003).
The indicators used by the Eurobarometer for the assessment of the access to
medical services, were:

284

Theoretical and Applied Economics. Supplement

285

1. The distance to the nearest hospital (less than 20 minutes, between 20 – 50
minutes, one hour or more)
2.

Walking accessibility to the nearest hospital.

Within the European Union, the rapid access (less than 20 minutes) to the hospital
is not universal, only 50% of the population benefiting from it, while in the 13 candidate
countries (in 2002), no more than 38%. A factor that needs to be considered is that the
smaller countries are favored by their dimensions, the distance between the rural and the
urban environments being reduced in such cases, like in Holland or Estonia. In the same
time, larger countries, like France or Poland, have a better access than Romania, while
Hungary and Czech Republic are registering lower values than our country (Source:
Eurobarometer, 2002, in Health and care in an enlarged Europe, European Foundation for
the Improvement of living and Working Conditions, 2003).
Proximity to hospitals depending on the income: proportion of the respondents
who have access to a hospital in less than 20 minutes, per income quartiles (household
equivalent income)

72,5%
60,9%
58.0%
54,4%
45,5%
37,8%
28,1%
42,8%

The
poorest
25%
66,8
47,0
56,0
43,4
34,2
27,2
21,1
30,2

The
richest
25%
77,8
75,2
60,0
65,3
57,8
49,0
35,1
55,1

33,3%
30,4%
31,4%
28,7%
40,4%
52,8%
37,5%
50%

19,4
20,5
16,0
27,1
27,6
44,9
26,5
41,5

46,7
40,7
46,8
30,3
53,1
60,4
48,6
58,3

Country

Total

Holland
Italy
Sweden
France
UK
Portugal
Estonia
Poland
Romania
Bulgaria
Ungaria
Cehia
ACC 13
EU 15
AC 10
EU 25

Difference in %
11,0
28,2
4,0
21,9
23,6
21,9
13,9
24,9
27,3
20,2
30,8
3,2
25,6
15,5
22,2
16,8

Source: Eurobarometer, 2002, in Health and care in an enlarged Europe, European Foundation for the
Improvement of living and Working Conditions, 2003.
*EU-15: EU member countries before 2004 (Belgium, Denmark, Germany, Greece, Spain,
France, Ireland, Italy, Luxembourg, Holland, Austria, Portugal, Sweden, UK, Finland).
AC 10: Acceding Countries (already members of EU since 2004): Czech Republic, Cyprus,
Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, Slovenia.
EU-25 is composed of EU 15 plus AC 10.

ACC 12 is composed of AC 10 plus the three countries from the second accessing wave:
Romania, Bulgaria.
Romania, Bulgaria and Hungary are in the worst positions with regard to the poor
people access to hospital services. The average rate for the candidate countries ACC 13 is
40 % of the impoverished people having rapid access to hospital, while Romania the
proportion is of only 19.4 %. From the uppermost social classes, the differences East –
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West are not so high, 60.4% in UE 15 compared to 53.2% in ACC12. The social inequity is
higher in countries like Romania, Bulgaria, Hungary, but also Italy, UK or Portugal, but
significant lower in Northern countries like Sweden or Denmark. Out of the ex-communist
countries, well positioned to the social equity chapter are Estonia and Czech Republic that
are far from the other newly admitted countries, due to the homogeneity between the social
groups with access, but with an overall total access lower than the ACC12 average (28%
compared to 44%).
Access to hospitals considering the residence (urban / rural)
Countries

Rural

Czech
Rep.
Hungary
Poland
Lithuania
Bulgaria
Romania

7,1

Less than 20 min
MidLarge
Difference
size
city
rural–large
city
city
32,8
42,2
-35,0

22,9

One hour or more
MidLarge
Difference
size
city
rural–large
city
city
12,7
11,3
11,5

4,4
14,5
16,4
10,8
15,9

40,1
55,7
60,6
36,7
44,1

51,6
54,5
33,3
43,7
55,9

-47,2
-40,0
-16,9
-32,9
-40,0

34,9
17,5
19,6
43,1
33,9

14,4
5,6
1,9
16,5
5,4

8,7
3,5
4,8
11,1
2,2

26,2
14,0
14,8
31,0
31,7

ACC 13
AC 10

19,0
12,3

50,6
47,9

52,4
48,4

-33,4
-36,1

23,4
21,6

7,1
8,5

6,2
5,6

17,2
15,9

Rural

Source: Eurobarometer, 2002, in Health and care in an enlarged Europe,
European Foundation for the Improvement of living and Working Conditions, 2003
Conclusions
EU intervention in health systems increase amplified due to the increasingly
concern for public health, the wellbeing of the European citizens being a key factor not only
for the contentment and welfare of the individual, but also for the larger social context
regarding the social cohesion, productivity and economic development.
Four main directions were stated for the EU to contribute to the improvement of the
Europeans’ health:
1. Main focus on the citizen and patient: providing health related information and
promoting active participations of the European citizens to the decisional
process regarding health;
2. Promoting health as a factor sustaining the economic development, the durable
progress and the quality of life;
3. “High level consideration process” regarding the patients’ mobility and the
health care progress. It is necessary to identify the ways for improving the
cooperation for ensuring the efficient usage of resources and promoting the
sharing of best practices;
4. As an answer to the globalization, EU will develop its responsibilities within
the international institutions and organizations.
In order to ensure the achievement of these goals, the European Commission will
promote the integration of health as a main objective in all European policies.
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TRADE EFFECTS OF EUROPEAN INTERGRATION
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Abstract. In this paper I have examined the trade effects of European integration,
analyzsing four phases in the process of European integration. The first one (up to 1973) can be
seen as an example of "traditional" regional integration, where the main effects stem from the
reduction of formal tariff barriers between the member states. The second phase (1974 - 1986)
involves consolidation of the customs union agreement together with the first stages of monetary
integration. The third phase (1987 - 2000) can be characterized as an example of "new"
integration, where the aim was to create a truly single market through the removal of non-tariff
barriers and the harmonization of product standards and other rules and regulations with an
impact on trade. The fourth phase of integration could be illustrated by the enlarged EU, that
emerged after the accession of ten new member countries in 2004.
In the first phase of integration, the trade effects are related to some reallocation of
production between the member countries and after 2004, by contrast, the main effects
emanate from better use of scale economies, with higher efficiency and external
competitiveness as the main results.
A common measure of the integration effects is the amount of trade taking place
between countries. During the 1990s, the share of the EU-15 in the new member states
markets has remained substantially stable, but since 2004 the rate of growth of imports has
increased remarkably. After the accession of Romania and Bulgaria in 2007, there has been
an expansion in the intra-EU-27 trade flows. In order to assess the significance of such an
“enlargement effect”, I checked for the existence of a statistically significant change in the
values of trade flows after 2004.
Key words: regional integration; tariff and non-tariff barriers; trade flows.
REL Codes: 10D, 10E, 20B, 20E, 20H

The impact of regional integration agreements
The character of European integration has changed over time. The first stage of
integration, the period 1962-1973, with the custom union as its centerpiece, could be seen as a
typical example of "traditional" regional integration, where the expected trade effects are related
to some reallocation of production between the member countries. Looking at the first
phase of European integration, we also find that several of the industries with high growth
in regional orientation record diminishing external competitiveness. Many of these industries belong to the group labelled "Land intensive", which includes agricultural products
and other raw materials that were protected by high tariff and non-tariff barriers.
The second phase runs from 1974 to 1986, and involves consolidation of the
customs union agreement together with the first stages of monetary integration. The mid1980s also saw a shift in the character of the European trade integration process. The
achievements during this period were mainly related to the abolition of internal tariffs
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(which was largely done by 1968) and the reduction of external tariffs through the GATT and
bilateral agreements, e.g. with the EFTA countries. Yet, there was a general feeling that the integration
process had come to a standstill towards the mid-1980s, as economic growth in the EC fell behind that in the US and Japan.
To revive the stagnant European economy, the EC therefore launched the so called
Single Market Program, which was intended to be completed by 1992. The aim of the Single
Market Program was to dismantle the numerous non-tariff barriers that had been created. The
Emerson et al. (1988) report, which assessed the economic impacts and gains of deeper
integration, grouped the remaining barriers into five categories: tariffs, quotas, cost
increasing barriers (e.g. delays due to customs procedures and different national regulations),
market-entry restrictions (e.g, government procurement restrictions, restrictions on the entry into
some regulated markets) and market-distorting practices (e.g. collusion and abusive use of
dominant positions of private enterprises). Most of the economic gains were instead expected
to emanate and this "new" form of integration was also expected to improve the
competitiveness of European producers in comparison with producers from other
countries, e.g. the US and Japan (Gustavsson, Kokko, 2004).
The third phase (1987 - 2000) includes a deepening trade integration process leading
to the Single Market, as well as deeper integration in the monetary area, through the
European Monetary Union. This process can be characterized as an example of "new"
integration, where the aim is to create a truly single market through the removal of non-tariff
barriers and the harmonization (or more often, the mutual recognition) of product standards and
other rules and regulations with an impact on trade.
An impact on European integration was the development of the multilateral
trading system, together with the great increase in preferential trade agreements
between the EU and its various trade partners. As a result, Europe's nominal protection
levels have fallen dramatically, and most developing countries have duty-free access to a
large share of the European market. In the manufacturing sector, the average tariff has fallen
below three percent, which means that there is in principle free trade in most of the
product groups. Developing countries in Africa, Latin America, and Asia have apparently been
able to exploit these opportunities, and their shares of EU imports have increased
substantially since the early 1980s.
The announcement of the Single Market Program not only affected the EC (which
now became known as the European Union), but it also had effects outside Europe. Many of
Europe's trade partners voiced fears about the emergence of a "Fortress Europe" where
internal trade would expand at the expense of trade with the rest of the world. As a
result, by the early 1990s, all EFTA countries except Iceland had announced their
intention of joining the EU in the future. The first step in this expansion was the
establishment of the European Economic Area (EEA) agreement in 1994, which essentially extended the Single Market to include the EFTA countries (although Switzerland
opted not to join). In 1995, Austria, Finland and Sweden joined the European Union, but
Norway decided to stay outside after a novote in a referendum.
A fourth phase of integration could be illustrated by the enlarged EU that emerged
after the accession of ten new member countries in 2004. This enlargement not only involved a
larger number of countries than earlier enlargements, but it also differed in character, since
the income levels and economic structures of the new members were notably different from
those of the 15 incumbents. Following the fall of the Soviet Union, the former socialist
countries in Central and Eastern Europe were looking towards western Europe for
support and partnership. The EU recognized the need to contribute to the integration of
these countries, and required them so called Copenhagen Criteria from 1993. Twelve
Central and Eastern European countries - Estonia, Latvia, Lithuania, Poland, Hungary, the
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Czech Republic, Slovakia, Slovenia, Malta and Cyprus in 2004, Romania and Bulgaria in 2007,
joined the EU.
The present paper deals with the relation between european economic integration
and international trade. Establishing a single common market increases competition between
the member countries and changes the competitiveness of national industries requiring
adjustments in the structure of the production and distribution processes.
This is the aim of this paper, where we show that integration is indeed deep in a
number of areas, but it is still a goal in others. There were still relevant differences in the
economic structures of the old members and members-to-be and such differences led to
think that it would have taken a long time and many efforts to integrate this heterogeneous
group of countries. The most common measure of integration is the amount of trade taking
place between countries. The free circulation of goods and services within the EU is also one
of the pillars of the European single market.
Implications of integration on European trade
The structure and volume of European trade has changed substantially during the past
four decades, as European integration has become progressively deeper and more countries have
joined the common market. While the composition of the EU group has changed over time
with the accession of new members, the EU9 group remains constant over time, including
those countries that had joined by 1973 (Belgium, Luxembourg, Denmark, France, Germany, the
Netherlands, Ireland, Italy and the UK).
EU exports have grown very rapidly over the period, with particular growth spurts
during the second half of the 1970s and 1980s, as well as over a few years in the mid-1990s. The
short-term growth rates have obviously been affected by global macroeconomic developments,
with events like the second oil crisis in the early 1980s and the crisis in the early 1990s
leaving clear marks on performance. However, the main driving forces are likely to be related to
income growth and trade liberalization: trade has expanded as trade partners have grown richer
and tariff barriers have fallen. However, the tariff reductions have not been uniformly distributed
across regions and goods.
Trade liberalization has proceeded faster for the relations between developed countries
than for North-South trade. In particular, Europe has been able to reduce its internal trade barriers
faster than the barriers to trade with other regions. In terms of goods, the liberalization of
trade in manufactures has been faster than the liberalization of trade in agricultural products.
These distinctions have also affected EU trade.
Intra-regional trade has increased greatly in importance during the period 1960 - 2000,
from about 40 percent to around 60 percent of total exports. Two observations can be highlighted.
Firstly, the period from 1962 to 1973 exhibits very rapid increases in the share of intra-EU trade, at
the same time as the share of Europe as whole remains more or less constant. Since no new
members were admitted during this period, there is reason to suspect some diversion of trade from
non-members (mainly EFTA countries) to members. Secondly, the increase in the intra-EU share
since the mid-1980s has coincided with the expansion of the European Union: trade with Europe
as a whole, including members as well as non-members, has remained fairly constant at around 70
percent of total exports.
Looking at the commodity structure of EU trade, it would be reasonable to expect
the pattern of exports and imports to reflect the comparative advantages of the EU
and its trade partners. Overall, capital and technology intensive products were dominant in
1962, with each of the product groups accounting for 27-28 percent of total exports.
In addition, the Northern expansion of the EU in 1995 added member countries
(Austria, Finland, and Sweden) with substantial capacity in human capital intensive and
technology intensive sectors. The implication, that the EU has comparative advantages in
relatively advanced industries, is well in accordance with the stylized picture of the EU as a
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region with relatively abundant human capital and technological assets.
Looking separately at intra-EU and non-EU exports, some further observations
emerge. Firstly, it is obvious that the increases in intra-EU exports have been
concentrated to human capital and technology intensive products: these product
groups have increased their shares of intra-EU exports as well as total EU exports.
Turning to the import side, a first point to note is that the shares of intraEU and non-EU
imports have remained relatively stable over time. In 1962, the intra-EU imports corresponded
to approximately 52 percent of total EU imports: in 2000, the share was 54 percent. Capital
intensive and land intensive products were the largest product groups in 2000, but technology
intensive products were more important until the 1970s. The predominance of land intensive
products is probably an indication of remaining trade barriers: there is no reason to believe
that the EU would have substantial advantages in these product groups if the European market
was completely open to foreign competition.
However, it should be noted that the fluctuations in the shares of the different
product groups are uncomfortably large.
During the 1990s, the share of the EU-15 in the new member states markets has
remained substantially stable, but since 2004 the rate of growth of imports of the new
member states has increased remarkably. After the accession, there has been an expansion in
the intra-EU-25 trade flows, also because the amount of trade among the new member states
expanded. In order to assess the significance of such an « enlargement effect », I checked for
the existence of a statistically significant change in the values of trade flows after 2004.
Trade flows have increased rapidly between the EU-15 and the candidate countries
already in the 1990s. In 2003, when most barriers to trade flows had already been removed,
even if formal membership was not achieved yet, the EU-15 was the destination of 67% of
the future member countries' exports and originated 58% of their imports. For all of the new
member states (with the only exception of Lithuania) before the accession, the shares of
trade with the EU-25 were above the average of all members, and they were much higher
than the ones of many older members.
The new member states share in intra EU-25 exports has increased substantially in
the last few years, and this is true for all the countries involved. After the accession, the new
member states shares in the EU-15, which were increasing since the mid-1990s, experienced
an acceleration.
During the 1990s, the share of the EU-15 in the new member states markets has
remained substantially stable, but since 2004 the rate of growth of imports of the new
member states has increased remarkably.
After the accession, there has been an expansion in the intra-EU-25 trade flows, also
because the amount of trade among the new member states expanded. The relevance of the new
member states in EU trade is much higher than their weight in term of economic development.
In order to see if there are differences before and after that EU membership was
reached, I consider again trade flows as indicator and I compare what happened before and
after 2004. Looking at total trade flows, all new member states (with the exception of
Slovakia) experienced a increase in the rate of import's growth from the EU after the
enlargement, and on average this rate increased sharply. The increase in their exports toward
the EU was much more moderate, even if in 2004-2005 their export growth increased by
1%, and reached 15.5%.
These aggregate data hide a diversified situation at the sectoral level. Sectors that
were still not fully exploiting their trade potential before the enlargement experienced a
clear increase in trade after 2004. One of these is certainly agriculture. In 2004, agriculture
in the new member states was still employing a comparatively large share of the labour
force and producing a relevant share of GDP. But trade with the EU in this sector was
strongly regulated before the full membership, and the export potential of the new members
was not exploited. It was a sharp increase in the export flows of the new member states in
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agricultural goods toward the EU after 2004. This is a sector were we can clearly observe an
enlargement effect upon trade.
Conclusions
It is reasonable to conclude that different european regional integration
agreementss are likely to have different trade effects.
The character of European integration has changed over time. The first stage of
integration, with the EEC customs union as its centerpiece, could be seen as a typical example
of "traditional" regional integration, where the trade effects are related to some reallocation of
production between the member countries. The latest stage of integration, by contrast, is
an example of a "modern" regional integration agreements where the main trade effects emanate
from better use of scale economies, with higher growth, efficiency, and external
competitiveness as the main results.
From an EU perspective, it can be argued that studing of the trade effects of
EU's Eastern Enlargement in 2004 are likely to be particularly interesting, not only
because it was the largest of EU's expansions, but also because it was different in character to
earlier expansions. For countries outside an integration process of the European type has
many implications and changes significantly the types of international trade. For all
countries planning to join to European Union the pressure to change the production process
in favour of high-quality production and services is increased.
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Abstract: The Small and Medium-Size Enterprises (SME`s) form an important
sector in any developed economy, since they represent 99% of all enterprises in the E.U.,
provide around 65 million jobs and contribute to entrepreneurship and innovation.
In Romania, the SME`s stand for a fundamental sector of nowadays economy which
provide the major amount of total turnover and high value added. Therefore, management
consulting companies began to pay special attention to this market segment, adapting their
strategy and services to SME`s needs.
Romanian management consultancy market is a fast changing world where new
players, disciplines and capabilities are continuously being integrated into this profession.
This paper emphasizes the connection between management consultancy industry
and the Romanian SME`s sector, by identifying the ways in which an advisory consultant
can add value and develop a competitive advantage for SME`s businesses.
Key words: consultancy; services; management, SME`s, market
REL Codes: 14G, 14K, 14Z

I. Theoretical perspectives regarding the concept of management consultancy
services
The International Council of Management Consulting Institutes defines
management consulting as: „...the provision of independent advice and assistance to clients
with management responsibilities. This advice can take several shapes, as consultants can be
external, internal and may take on one or more of a whole array of roles, including being an
outsourced function for the client organization.”
A complementary definition is given by the Association of Management
Consultants (ACM) from United States of America, organisation which defines management
consulting as a service provided for a fee by objective outsiders who help executives
improve management, operations, and economic performance of institutions. (McKenna
1995: pp.51)
Regarding the main management consultancy service lines, the European
Federation of Management Consultancies Associations (FEACO) came with the following
classification, taking into account the benefits that those services provide to their
beneficiaries:
1. Business Consulting, which includes:
Strategy Consulting, which targets the improvement of the long-term,
strategic health of a company: strategic planning development; Mergers &
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Acquisitions (M&A); sales, marketing, corporate communication, financial
advisory etc;
Organisation/Operations Management (OM), which aims at the integration
of business solutions through Business Process Re-engineering (BPR),
Customer/supplier Relations Management (CRM), turnaround/cost
reduction and purchasing& supply management;
Project Management (PM);
Change Management (CM): Services which, on top of any other type of
consulting, enable the success thereof within the human element of the
organization;
Human Resource consulting (HR): Consulting services that target the
improvement of the ‘people’ element of an organisation through
performance measurement and management, reorganisation of benefits,
compensations and retirement schemes, HR strategy and marketing, the
development of talent strategies and executive coaching.
2. Information Technology Consulting (ITC) helps organisations to evaluate their IT
strategies with the objective of aligning technology with the business process. These
services include strategic planning and conceptions, operations and implementations.
3. Development and Integration includes:
The development of applications (including software): the creation of new
functionalities through, often tailored, processes developments.
The deployment and integration of applications: the implementation of new
applications of infrastructures, which may concern the installation of
hardware and/or software, their configuration or adaptation and the testing
of their interoperability; and of services which integrate applications which
were created in different existing IT applications or infrastructures and the
management thereof (system integration).
4. Outsourcing, with the following activities:
IT management services, among these are services for the operation of
infrastructures (operation of systems, administration and security, follow up
of cost-effectiveness, configuration management, management of
technology etc.) applications management, and help desk management.
Applied Management Services (AMS), which concern the outsourcing of
the development and implementation of support services for hardware,
applications, CRM and infrastructures (tools for the development of
applications and middleware, as well as software for information
management, storage or systems and networks).
Business Process Outsourcing (BPO). This service supposes the
externalisation of a complete business process.
5. Other services, which encompasses a variety of services complementary to
Consulting, Development and Integration and Outsourcing services.
II. The actual stage of Romanian management consultancy services
Romanian management consultancy industry was characterized by a positive
evolution in the past few years, especially because of the changes generated by the EU
accession (legal changes, a higher competition, the absorption of the structural funds, new
requirements for planning development imposed to Public Administration etc.).
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Table 1
Romanian management consultancy service in 2005 - 2006
Total turnover (million euros) - 2005
200
Growth rate - 2005
20%
Growth rate - 2006 (p)*
20%
Key service lines (%)
Business Consulting
35%
IT Consulting
15%
Development & Integration
5%
Outsourcing
5%
Other services
40%
Administraţia Publică
Key sectors
Energie&Utilităţi
Management Consulting firms
480
Large & medium size
30
Small Size
450
Number of consultants
2500
Source: The European Federation of Management Consultancies Associations:
Survey of the European Management Consultancy Market 2005-2006, p. 29.
*It expresses the market growth rate predicted for 2006.
The study made by FEACO in 2006 showed that Romanian management
consultancy market is still a highly fragmented market, dominated by small local
consultancy firms. The main drivers for consultancies growth were the economic growth and
stability, the inflow of foreign investors and the consequences of European Accession. On
the other hand, the major causes for a small request of consultancy services were the high
level of bureaucracy and corruption.
Romanian management consultancy market is still at a very low level of
development in compare to other European countries, some of the constraints causing this
slow growth being:
The lack of an external professional services culture among Romanian
companies which brings an insignificant demand for consultancy services.
Independent and professional management consultants are sometimes being
replaced by organizational structures or people having an official state, who
guarantee a solution to a certain problem but do not answer for the validity of
the results.
There is no request for professional quality standards in technical competencies
and professional conduct among Romanian management consultancy
companies or individual consultants.
Multinationals management consultancy companies which have divisions in
Romania are mainly involved in international assistance projects, on
governmental and official level, and pay less attention to the existing needs of
Romanian companies.
There is a wrong impression regarding the professional grounding of a
consultant: you need more than a simple training and an acknowledgement
certificate to become a specialized management consultant. This wrong
impression was encouraged by a great number of trainings and courses
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organized in several international assistance projects, which were called
“consultancy trainings” or worse, “trainings to form a consultant”. In most of
the cases this trainings last less than 2 or 3 weeks.
The relationship between Romanian and foreign consultants is still vague and
occasional, because most of the clients of international consultants are mainly
public institutions and very few of them are private managers or firm owners.
Therefore such an important cooperation between consultants is not always
requested by the beneficiaries of advisory services.
The market segments aimed by management consultancy companies can be
classified into the following ones:
Micro and small companies;
Medium and big firms;
Natural persons – entrepreneurs;
Foreign investors;
Non Governmental Organisations (NGO`s);
Public and Governmental institutions.
III. Potential contributions of management consultancy services to the development
of the SME`s sector
The Small and Medium Size Enterprises sector included at the end of 2005 a
number of 526.318 companies, which represented 99.69% of all Romanian enterprises. This
statistic reality stands as an important argument that explains the attractiveness of the
management consulting organisations towards the SME`s sector. (Nicolescu 2006: pp. 61).
In the past few years, Romanian business environment has offered a wide range of
opportunities which were meant to support the development of the SME`s and to improve
some unsatisfactory evolutions of this important economic sector. We can mention here:
Attracting funds in order to support small and medium size private
entrepreneurs.
Improving the SME`s access to financing, by supplying them financial and
advisory support.
Ensuring the SME`s priority to accessing public acquisitions in case of
materials, workings and services.
Developing a wide range of important grants financed by ANIMMC
(MIMMCTPL), such as: the program for investments sustaining of the new funded
and very small enterprises and also the investments made for modernization and
technology improvement of small and medium size enterprises; the program
regarding the increase of competitiveness of the SME`s by implementing and
certifying the quality systems, the national program for sustaining the access of the
SME`s to consulting and training services, the program for development and
modernization of commercial activities etc.
Despite the opportunities mentioned above, the SME`s sector is now confronting a
series of problems which became more dangerous for this sector once Romania became a
member of the European Union. The study made in 2006 by the Romanian National Council
for the SME`s Sector showed that the three main problems of the SME`s were: the labour
force migration, an intensification of market competition and the very high costs of the
labour force (Figure 1).
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0.68%

16.20%
15.52%
13.33%
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26.49%

46.01%
44.40%
43.89%

Labour force migration

Competition intensification
High costs for labor force
Costs generated by the adaptation process to communitary acquis
A stronger protection of consumers
Stronger environmental laws

Intensification of the controls made by state administration representatives
Others

Source: Nicolescu, Ov. (coordonator), Maniu, A.I, Nicolescu, C, Maniu, I.I., Anghel, F:
Carta Albă a IMM-urilor. Ediţia aVa. Editura Olimp, Bucureşti, 2007, p. 252.
Figure 1 The main problems of Romanian SME`s sector after the EU accession

Taking into account the problems exposed in the previous figure and also
considering the international experience, the specialists consider that Romanian
management consultancy companies can bring an important contribution to the development
of the SME`s sector, because of the following reasons:
•
Management consulting organisations can determine the SME`s to become
more aware about the importance of employees permanent education, about
the importance of having efficient strategies of personnel integration,
motivation and rewarding, of elaborating and implementing efficient human
resources, in general.
•
Management consulting organisations can ensure a transfer of capabilities,
innovation and information between the academic and business environment,
regarding relevant fields like marketing, management, human resources,
accounting or finance. The specific instruments of this mentioned fields can
help small and medium size organisations to ensure their sustainability in a
strong and powerful competition environment.
•
The access of the SME`s to professional management consultancy services
can help improving their competitiveness and therefore, developing the
business environment – with a significant positive impact on Romanian
economy.
The demand for management consultancy services among small and medium size
enterprises has known an important increase, a tendency which can be justified by the
following arguments:
An increase of market competition in each field of activity determines each
company to identify new strategy and actions in order to raise their efficiency
and competitiveness.
A visible change in consumers behavior (there can be seen a growth of
consumers experience and their wish to imitate successful best practices).
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Important changes that happened on the labour market (there is an intense lack
of well prepared work force and therefore, organisations fail to adapt to the
new balance power on the labour market, where specialists and experts have
an important word to say).
The employers have raised their demands regarding potential employees`
education and professional competences (they also began to allocate resources
for training and continuous improvement of their employees).
Rapid, unscheduled and uncontrolled development of companies, which led to
several problems that need external advisory help in order to solve them.
Rapid development of high technology force the organisations to keep up with
it and therefore, to use consultants and advisory services as a propeller of
change.
The opportunities offered by the structural funds which are to be absorbed
from 2007, as instruments of European Union used in order to promote social
and economic cohesion.
Taking into account the opportunities that the structural funds can offer to small
and medium size enterprises for their development the study made by the Romanian
National Council for the SME`s Sector (and mentioned above) has showed a very small
percent of SME`s that had contacted a management consultancy firm or a supportive
organisation in order to access a structural fund (2.46%) (Figure 2).
2.46%

No intention in
accessing the f ounds

2.29%

9.93%

Collecting inf ormation

53.91%
31.41%

Waiting the f ounds to
become active
Have contacted a
consultancy f irm
Are in the phase of
elaborating the project

Figure 2 The main steps taken by SME`s in order to access structural funds
Source: Nicolescu, Ov. (coordonator), Maniu, A.I, Nicolescu, C, Maniu, I.I., Anghel, F: Carta Albă a
IMM-urilor, Ediţia a V-a, Editura Olimp, Bucureşti, 2007, p. 257.

The main steps to be followed by a management consulting company in order to
advise small and medium size enterprises interested in accessing a financing program
(structural funds) can be:
•
Identifying the SME`s existing needs that can be satisfied by accessing a
grant.
•
Identifying the financing opportunities that can respond properly to those
specific needs.
•
Establishing an action plan in order to access the targeted grants.
•
Elaborating the financing documentation.
•
Implementing the project(s) financed through a structural fund.
In order to answer properly to the existing needs of SME`s sector and to contribute
to its real development, Romanian management consulting companies have to clearly define
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their performances, experience and professional ethics, by imposing or improving a wide
range of standards that refers to:
Quality standards imposed by the financing authorities (ensuring the necessary
processes in order to implement those standards).
Information processing standards (quality standards for analysis and
synthesis).
Keeping and disseminating information standards (generated by the
procedures).
Professional conducts and ethical standards.
Quality standards meant to raise the innovation level.
Quality standards referred to advertising and image.
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Abstract. The communications and information technology field has a strategic
importance for economy, recording an increase rate significantly higher as compared to the
other Romanian economic sectors.
Now that Romania has become a European Union Member State, there are certain
business facilities in the communications field. This is due to the reduction of rates for
communications and information technology as a result of the increase in the competition on
the market, as well as because of structural funds. Human resources are well-prepared, the
market is fully deregulated, so there are all the conditions required for the communications
sector to be a favorite destination for investment.
Considering the goals of Romania to fully join the European Union, to adapt to the
Community economic requirements but especially to increase the economic competitiveness,
the social cohesion and the citizen’s life quality, this work aims to focus on the actions
Romania should take in order to reduce the development gaps, in order to comply with the
state-of-the-art technologies discovered in the communications sector in Europe and
worldwide. This can be made by encouraging the high use of broadband communications
services and by increasing the investment in infrastructure and ITC countrywide. Thus one
should act in order to develop and increase the broadband structure accessibility and to
optimize the security of electronic communications networks; besides, the digital network
development should also be supported.
Key words: communications; digital technology; competitiveness; citizens confort.
REL Codes: 14Z, 16F, 18D
Nowadays, the information becomes an essential resource in the development of
modern societies, with an obvious evolution from the political, economic and social point of
view. The dynamism and complexity of the new type of society, triggering a permanent
increase in the volume and diversity of processed information and largely using information
and communications technologies (ICT), have led to the concept of informational society.
The informational society is a new stage of human civilization, a new higher
quality way of life, involving the intensive use of information in all sectors of activity and
human existence, with a significant economic and social impact. The informational society
enables the wide access to information by its members, a new working and knowledge
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manner, it enhances the possibility of economic globalization and the increase of social
cohesion.
The technological support of the new informational society relies on three sectors:
information technology, communication technology, production of (informational) multimedia
contents, highly convergent sectors. Such technologies, based on electronic developments, have
enabled the emergence of new services and multimedia applications, combining sound, image and
text and using all communication means (phone, fax, television and computers). The development
of such new communication means is an important factor for the increase of the competitiveness
of economic agents, opening new perspectives for business, for a better labor organization and
creation of new jobs. Meanwhile, there are new perspectives regarding the modernization of public
services, of medical assistance, of environment management and of communication means
between the public administration institutions and the citizens. The wide access to education and
culture – for all social categories, regardless of age and geographic location – can also be achieved
by help of new technologies.
On January 1, 2007 Romania has become an EU Member State. This capacity
results in a series of rights and obligations such as the participation in the Councils of
Ministers (TTP – The Council for Transportation, Telecommunication and Power) and to
Working Groups of the Commission and of the EU Council, as well as the application of
various Community strategies and programs. Romania is entitled to propose initiatives at the
European level and to vote within the European Union Council.
Starting with the 90’s the quick penetration of personal computers (PC), the
evolution of software technologies, the boom of data transmission networks and of Internetbased services has caused major changes worldwide.
A recent report regarding the European telecommunications sector (290 billion
euro) emphasizes a series of positive developments recorded in 2006, as compared to 2005:
the prices in the mobile telephony sector have been reduced by about 14%; the extension of
the broadband access– 20 million of new lines, an increase of 39% as compared to 2005;
keeping the same numbers when the subscriber changes the mobile telephony supplier–
there is an increase in the number of users exercising this right granted by the European
legislation (over 31.4 million subscribers in 2006). At the same time with the price cutoff,
the mobile usage level also increases– the average at the European level is of 103% (478.4
million users). The percentage of over 100% is due to the fact that one can have several
subscriptions. Luxemburg ranks first in the top, being followed by Italy and Lithuania. In
Romania, the mobile telephony penetration is of about 74.4%, that of fixed telephony of
almost 21% and that of high-speed Internet of 3.46%, according to the National Authority
for Regulation in Communications and Information Technology. It is expected for the triple
play offers already existing in our country to develop, just like in the case of several
European countries, towards packages integrating fixed and mobile telephony services,
Internet access and TV programs (quadruple play).
Viviane Reding, The European Commissioner for Informational Society and
Media, who has also being the one to initiate the project resulting in the reduction of
roaming rated, to launch the initiative i2010 (European Information Society 2010) as a
recognition of the special importance of the IT&C sector in the fulfillment of commitments
undertaken on the Lisbon agenda. By i2010, Viviane Reding intends to trigger a
technological wave and economic growth, the promotion of a European informational space
in order to create an open and stable market for electronic communications and digital
services, the stimulation of creativeness and of innovation by the increase of investment in
research, the encouragement of the development related to the ICT industrial application, the
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creation of a much more accessible European informational society intended fro all social
and age categories.
The electronic communications sector in Romania develops at a highly speedy
pace, having a significant contribution to GDP.
One of the most important benefits gained by Romania, at the same time with the
accession to the European Union, is the possibility to access the structural funds which can
finance projects supporting the priorities of economic growth and development.
Among these priorities, there are as follows: the reduction in the digital gap, in
order to provide access to the informational society for a number of citizens as high as
possible, the increase of Romanian economic competitiveness, by encouraging the use of the
state-of-the-art informational technologies, as well as building a relation based on trust and
transparency with the citizens, by the development and implementation of electronic
government strategy. Another priority is the increase in the productivity of Romanian
enterprises in order to reduce the gaps as compared to the average productivity at the Union
level. This can be achieved both by the investment in the material and human resources.
Besides one should find new human resources motivation and incentive techniques, because
this is the most important resource of an organization.
Communications services provisions should firstly aim at the enhancement of
citizens’ comfort. In this respect actions should be made for the development and increase in
the accessibility of the broadband infrastructure. Considering that the spread of
informational society benefits is highly dependent on the availability of the access to highspeed Internet access among citizens and companies, the increased use of broadband
communications services has been identified as a major objective at the European level.
Therefore, until 2003 all European Union Member States adopted the national broadband
communications strategies, while most of the new European Union Members States adopted
similar plans.
Still for the citizen’s comfort, the digital television will progressively replace the
analogical television. The deadline for passing to the digital television throughout the
European Union is 2012. Besides, in case of major events at the national or regional level, in
order to reduce the selection time and the costs of intervention for rescuing people or their
assets, it is necessary to use the electronic communications services for emergency cases.
The evolution of communications services in Romania has strongly been influences
by the transposition and implementation of Community acquis.
Strategies for the development of services provisions in the communications field
have a major impact on several sectors of business such as:
• Education
The development of a knowledge-based economy, an objective assumed by the
European Union and implicitly by Romania, is strongly influenced by stages, such as
educational system computerization and digital literacy of the population.
The impact of communications technologies and on broadband technologies is to be
seen in the increase of competitiveness and in the effectiveness of the educational system.
Broadband communications can contribute to the enhancement in the value of the Romanian
school by the implementation of new teaching and learning methods (e-learning), the
possibility to have an interactive communication with teachers and students all over the
world, to develop university research programs by joining efforts of researchers from
various Romanian centers and the strengthening of collaborations to international projects
(e-working), facilitation and speeding up the access to new information.
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• Research-development
The investment in the broadband communications contribute to the development of
ICT sector and to the creation of high added value products/services, increasing the
Romanian economic competitiveness and that of Romanian produces (the ratio of products
with increased complexity and added value in the total exports increased in 2006, as
compared to 2005 by about 5% also because of the increase of ICT exports by over 20%).
The successful implementation of communication technologies has tangible effects
on the increase in the innovation level by the possibility to virtually agree the best resources
and ideas all over the world. The free circulation of information and the enhanced
interactivity lead to the increase in the number of solutions and new products.
Globalization and the opening by large corporation of research-development
centers in areas with major human potential, where operating costs are low, involve an
exchange of specialized information with global distribution, the access to specific
applications and large data traffic generators. At the same time they involve the existence of
broadband communications infrastructures, as well as the existence of human resources with
experience in the use of new technologies, including communications technologies.
• Economy - business development
Broadband communications favor the creation of new jobs and the increase in the
GDP/capita, as it is estimated that between 40% and 50% of productivity increases during
the latest 10 years are directly or indirectly due to the ICT industry, an ordinary thing at the
level of the 21st century.
Secondly, broadband communications enable a revolution of business processes.
For example, there is no longer required for production facilities to be located close to
research facilities as the communication can be equally made by virtual means, in most of
the cases. Broadband communications also contribute to the e-business development, with
major advantages by the significant reduction of trading costs and the intensification of the
interactions among companies.
The level of interconnection between the business environment and that of digital
communications is still in its early stage. Within the context of current development of
Romania and opening towards the European and world economy, the business environment
will become a major consumer of broadband services. In this respect, one aims at the
generation of a mutual triggering effect bases on which the business environment
development leads to the increase in the demand and, implicitly, to the stimulation of
competition and to the creation of added value services. In addition, the development of the
broadband sector could contribute to the attractiveness of Romania as a destination for
foreign investment.
• Cultural and leisure activities
Broadband electronic communications may have a significant impact on the
cultural and leisure activities, by providing increased accessibility, the change in the
consumption behavior as well as by providing access to a large number of options. Besides,
at the same time with the enhancement of broadband communication performance, we
notice the increase in the interactivity of on-line media attracting users. The Romanian online press with over 600 active sites and millions of visitors every week enjoys a real
success, by developing and diversifying all the time the contents, also including live
broadcasting.
By facilitating both the international and national access, as well as by the
possibility of quick dissemination of contents, broadband communications may represent a
vector for the promotion of cultural values and diversity within the context of Romania’s
accession to the European Union. In terms of main areas of influence, benefits of broadband
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communications are to be found at the level of the public administration, private companies,
communities and mere citizens.
- The public administrations provide public information and services, such as tax
collection, education and health etc., all of outmost importance for the citizens. Broadband
technologies and communications may enhance the effectiveness and flexibility of the
public administration, may contribute to the increase of the availability and the access to
governmental services.
- For companies, the broadband is a facilitator of e-Business applications and
practices, providing new business opportunities and supporting the companies to obtain
productivity increases based on an increase in the access to information and transactions.
For Romanian companies (91% are connected to the Internet, but only 59% have a
bandwidth connection higher than 256 kbps), the development of electronic trade may bring
major advantages, namely the significant reduction of trading costs and the intensification of
the interaction speed with business partners.
- For small communities, rural or isolated, the broadband communications
development may favor the economic and social integration by facilitating the access to new
superior goods and services, as well as opportunities for getting involved in the digital
economy or informational society. In Romania, the rural population accounts for more than
40%, and the urban/rural digital gap is estimated at the level of a multiple between 10-15
(according to the results of the Diagnosis analysis of the development of the broadband
communications sector in Romania, since November 2006), thus indicating a major potential
for the reduction of the digital gap.
- For the ordinary consumer, the most important eventual advantages of a balanced
development of communications networks and the increase of their accessibility are the reduction
of poverty and enhancement of life quality. In Romania, the increase in the number of jobs and in
the level of wages may influence at least 12% of the populations who still lives in poor conditions,
according to a survey of the World Bank, and the improvement of health services may affect over
90% of the population, the current users of public services.
An important role in the communications development has been that of the creation
of call centers. A call-center is, broadly speaking, an operating entity within a company, able
to electronically communicate in real time (voice/data/audio-video) and intended to
simultaneously serve two categories of applicants: internal (when the management uses the
call-center in order to coordinate the basic activity, and the call-center serves, mainly the
internal staff) and external (when by the call-center customers keep in touch with the
company’s representatives). At the same time, a call-center may provide major support to an
organization in order for the latter to understand and to react in an optimum and timely
manner to the permanent changes in the business environment. The call-center is, therefore,
a proactive service, where the human factor and technology are interconnected, at the same
time aiming at a better communication within the company, as well as an increasingly higher
level of customers’ satisfaction. Call-centers were created more than 30 years ago, in the
Western European and North-American countries, in the hotel industry and in the banking
system. There are a number of advantages of call-centers. Among these we mention as
follows: they enable the performance of market surveys, the promotion and sale of low-cost
products by telemarketing; they are the basis of electronic trade, being an interface between
customers and the company providing products or services; they enable the effective
implementation and administration of the Management of Relationships with Customers;
they enable the communication and the quick exchange of information among employees
located on field and the database from the central office; they enable the effective
implementation of control management, by the quick exchange of information regarding the
recorded performance; the services provided by call-centers may be rendered at low costs 24
hours a day, 7 days a week; by the use of modern communications technologies (IP
technology) expenses generated by transmissions of voice, data and images become
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insignificant and actually independent from geographical distances; they enable an increased
mobility and flexibility at low costs– any employee of any company having a device (laptop,
phone, mobile phone, etc.), by means of which one may keep in touch with the company’s
call-center, having a mobile office, with access to the company’s information from any place
in the world where the respective technology is available; furthermore, in many fields, the
use of proper software may provide the required information or may lead to the automatic
performance of certain operations, without the human intervention – this is the case of the
hotel industry where there are call centers which based on applications sent by customers by
Internet automatically makes reservations, send confirmations, cancel reservations, enable
money transfer for the payment of ordered services by cards.
Given this material, we may conclude that the evolution of communications
services in Romania within the context of the accession to the European Union is aimed at
imposing a fast pace of modernization and growth in the respective sector, creating the bases
for the creation and development of informational society.
Rendering such services operational involves the allowance of significant financial,
human and material resources, generating major pressures at the level of budgets of local
and central administrations, as well at the level of budgets of natural and legal entities. In
spite of all this, by the quick and proper application of the measures required by the strategy
in the field, one may obtain both at the macroeconomic and microeconomic level, economic
and social benefits exceeding the efforts made.
It is necessary for the Romanian companies providing services in the communications
field to focus on the countries with a developed economy. Besides, it is necessary for foreign
companies to open branches in our country. All these actions will contribute to the enhancement of
the employment level, to the increase in their training level, to the strengthening of competition.
The Romanian State should grant tax facilities consisting in tax exemption for the income
reinvested in works for the extension and modernization of communications networks. This way
economic and social benefits will be important, and economic advantages generated by the
development of informational society will be reflected in: the development of telecommunications
infrastructure, the speedy increase in the number of Internet users, the equipment necessary for
schools, universities, high-schools with computers connected to the Internet, applications in many
other fields of activity among which there are medicine, culture, financial-banking field,
transportations, trade and other.
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HOW FAIR IS THE PRICE? AN ANALYSIS ON PRICE
FAIRNESS PERCEPTION PROCESS IN ROMANIA
AND ITS IMPLICATIONS ON EUROPEAN UNION
INTEGRATION
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Abstract. Price fairness perception process is a comparative one, a person
comparing the price is expose at with a reference point that might be the price paid by
another person, by himself in another buying occasion, by a certain group of persons or by
an organization.
In the fairness literature there are defined two major concepts: distributive fairness
and procedural fairness. Distributive fairness refers to the modality of outcomes distribution
(the price paid) in a transaction that might use expectation base reference point (the
expected price) or social-based reference point (the price paid by other customers).
Procedural fairness refers to the process and the rules used to achieve the outcomes, that is
the methods used to set the price.
In Romania price fairness perceptions research is a new topic of interest for
marketing specialists, necessary in the context of integration in European Union. In a
qualitative study on price fairness perceptions in Romania, done in November 2006, there
were evidenced the rules used to asses price fairness, reactions and feelings at price
unfairness situations, perceptions of unfair prices on product categories, fairness
perceptions of pricing tactics.
Key words: perceptual process; procedural fairness; distributive fairness;
differential prices
REL Codes: 14 G

Coordinates of price fairness perceptions process
The basis for price fairness perceptions are the equity theory principles (Adams
1965) that state exchanges might be perceived as fair when the cost/benefit report is the
same for all parties (suppliers, buyers).This theory focuses on social reference points, the
individuals judging an outcome as fair when the outputs-inputs ratio is in accordance with
the same ratio that belong to another party, considered as comparison party.
Fairness evaluation process is a comparative one, a person comparing the price is
expose at with some internal or external reference points. Xia, Monroe, and Cox (2004)
define price fairness as a consumer’s assessment of and associated emotions regarding
whether the difference (or lack of a difference) between a seller’s price and the price of a
comparative other party in a transaction is reasonable, acceptable or justifiable.
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The reference point for comparison might be the price paid by himself for the same
product in another buying occasion, by another buyer, the price set by another seller or the
estimated level of costs. Some studies evidence that among all comparison types, the social
comparisons have the greatest influence in fairness evaluation. The situation when the price
paid is greater or lower comparing with the reference price leads to a price unfairness
perception. The second case is not such frequent and it is less intense because the customers
are more sensitive to evaluate the price fairness when are confronted with a higher price by
comparing it with the expected one than a lower one.
In the literature there are references at some fairness types: distributive, procedural,
interactional. Distributive fairness represents the allocation of rewards (the price paid) on
the basis of individual contributions to a transaction, in this sense each party receive a
reward proportional with its investment (Cox, 2001). For this fairness type, the price paid in
the current transaction is compared with a price paid previously, with a price paid by another
person or by another seller.
Procedural fairness evidences the procedures and rules used to obtain an outcome.
Concerning the price, procedural fairness refers to the methods used to calculate its level.
The procedural fairness might be classified in two types: objective and subjective. Objective
procedural justice pertains to the ability of the procedure to conform to normative standards
of justice and subjective procedural justice concerns the procedure’s effects on the fairness
judgments of those involved in the procedure. If a consumer considers a certain pricing rule
being fair in a transaction he will associate this evaluation in another transaction in which he
infers it was used the same rule. Price fairness perception depends on the consistency with
the past prices, consumers are accustomed with, so that, as a rule is more used, it is
perceived fairer. Procedural fairness includes also the possibility as consumers express their
feelings, request some rewards or make heard their “voice”.
Interactional fairness is identified especially in services area and it refers to the way
to treat the customers in a transaction (respect, excuses), some authors considering this type
of fairness belongs also to procedural fairness. The excuses, which represent a mean to
reestablish a psychological equity, might eliminate the perceptions for an inadequate
behavior. The services sellers are often encouraged to excuse, even though they can’t offer
some tangible compensations. However this action is more efficient when it is accompanied
by compensations offerings, otherwise it has a low effect because there it generates a
frustration feeling (Goodwin, Ross, 1992, p. 160).
Concerning the report between fairness types, there are divergent opinions. Thus,
the buyers usually don’t know what rules are used by sellers in price setting, so they do
some subjective inferences about this. If buyers perceive that the seller has violated the
rules of price as an outcome, the buyer is expected to infer that the seller has probably also
violated the rules of pricing as a process (Maxwell, 2002, p. 197). So, an distributive
unfairness perception generates a procedural unfairness perception.
The role of distributive fairness is outlined by van den Bos and all (1998) that
found out if people receive outcomes that are better or worse than expected, they use
procedural fairness to assess how to react to their outcome but that they rely less on
procedure information when they receive outcomes that are equal to, better than, or worse
than those of comparison others (van den Bosetal., 1998, p1501). Procedural fairness,
respectively distributive fairness influence is more intense depending on the information
order. Concerns of procedural justice may be more important when people are informed
about the procedure first than when they are informed about the procedure second, and
concerns about distributive justice may be more important when people know about the
outcome earlier as opposed to when they know about the outcome later (van den Bos etal.,
1997, p. 102).
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In conformity with principle of dual entitlement, price changes mustn’t be made arbitrary
or to enhance profit, but they must be based on costs increase. This principle states that fairness
perceptions are governed by the belief that firms are entitled to a reference profit and customers
are entitled to a reference price. If one party doesn’t respect this commitment, the transaction
might be perceived as unfair. Thus, a price raise is considered unfair when it leads to profit
enhance and fair when it sustain profit maintaining. The dual entitlement principle states also that
sellers know the acceptability prices rank and the customers have information about sellers’ cost
level. This bilateral knowledge isn’t produced simultaneously because of asymmetric information
about sellers’ costs and quality of products.
In a qualitative research that used an in depth interview method, applied on a sample
of 40 persons from Bucharest, in October-November 2006 there were obtained very
interesting results on price fairness perceptions in Romania. The fair price is associated, in
the most cases, with a correct ratio price-quality, or with a real price, that reflects the
product value. Also, some other attributions for a fair price were: just, honest, normal, a
bargain, acceptable, it reflects the product utility, covers all costs, it shows the respect for
customers, it is consistent with the market price.
When evaluating price fairness, the most often, Romanian customers use to compare
the current price of a product with the prices from other stores. They chose this type of
comparison because consider it reflects better the price differences and gives them the
possibility to get more informed on prices. Quite frequently they compare also the current
price with a price paid in another buying occasion, because it is an easy and quick action.
Comparing the current price with that paid by other customers is less used, being considered
subjective and distrust (Cătoiu, Vrânceanu, 2007, pp. 243+247). This is in opposition with
other studies made in USA, where the most used is the social comparison.
In the same study there was found out that the most frequent reaction of Romanian
customers when they perceive unfair prices is to renounce buying again the product. Other
reactions are: telling to other persons about their negative experience (word of mouth),
refuse to buy from the same producer/store, buying from competition. It is outstanding that
making complains or returning the product are behaviors less met for Romanian consumers,
comparing with those from other countries. Thus, they make less known the “voice”.
Factors that influence price fairness perceptions
Regarding the factors that influence the judgments about price fairness
Dascalopoulou, I., and Petrou, A., agree that among these are included contextual variables
(store type, parking places, products assortment, possibility to pay with credit card). They
consider that the age is the only one socio-economic variable that has a positive and
significant influence on price perception process (Dascalopoulou, Petru, 2006, p. 777).
In price fairness perception, the reasons for price changes have an important role. A
motive for price increase that speculates a demand increase is considered negative, generating an
unfair price perception, while a reason that states necessity to cover costs maintaining profit is
considered positive, generating a fair price perception. A price increase accompanied by a motive
statement is perceived fairer comparing with the not indicate any reason.
Price fairness perceptions depend on pricing process control degree. When
consumers take part at price setting process (negotiations), they consider in a lower measure
that prices are unfair, comparing with the opposite situation.
Some studies concluded that a price rise determined by costs increase is fairer than
in the case it is generated by demand increase, consumers being more prone to accept a price
increase determined by external factors, than by internal ones. However there are some
differences about these perceptions.
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In a study, R. Vaidyanathan, P. Aggarwal (2003) evaluated the influence of many
factors, classified by the cause that generated the price increase (internal or external) and by
the control degree on it. The method used was marketing experiment. In the first study there
was designed an 2x2 experiment in which there were manipulated: the cause nature
(internal: costs increase due to a tax payment as a result of an accounting oversight,
respectively external: a market-wide shortage of raw materials that determined a cost
increase) and product type (nondurable: lettuce, and a durable item: a refrigerator). One
conclusion was, even for a price increase generated by costs increase, if consumers perceive
an internal cause, they are more prone to consider this action be fairer comparing with the
case when this costs increase was due to external factors.
In another study from the same article, using marketing experiment, there was
manipulated as variables price control degree (operationalized by a scale with two items:
firm increases price because of a currency exchange rate change, even though the firm is
unaffected because of a legal contract to buy the product at the old rate, firm increases price
because costs rise as a result of a currency exchange rate change). The results evidence that
even if a price increase was due to external factors, when this was due to controllable factors
is less fair comparing with when it was due to uncontrollable factors.
A price increase justified by a cost increase might be perceived as not so fair if the
competitors prices don’t increase. Also, rising prices at the same level with those of
competitors that isn’t generated by costs increase is considered less fair. For example, if
some producers for agriculture products were affected by draught and increased prices due
to costs increase, another producer that wasn’t affected by draught can’t rise price at the
market level.
In the consumers’ price fairness perceptions an important role is played by
reputation of firm that initiated the pricing action. Thus, a good reputation determines a
greater degree of trust in firm’s actions and consequently a lower sensitivity at fairness of
price increases.
Consumers’ information degree about firms’ costs and profits, inflation, market
prices represents another factor of influence on price fairness perceptions. Some
experiments applied in USA concluded that consumers have a low information degree
(Vaidyanathan, Aggarwarl, 2003, pp. 453-463). The results evidence they are prone to
underestimate inflation’s effects, have a low capacity to evaluate costs, they take into
consideration in a greater extend production costs, ignoring others and consider some
expenses as unjustifiable (e.g. promotional costs).
In the same research on Romanian consumers, we can conclude that the main
reasons for price increase are exogenous: costs increases (production costs or different
taxes), inflation, exchange rate and other macroeconomic factors. Among the internal factors
considered to influence a price increase were mentioned: traders’ speculations, firm’s desire
to obtain higher profits and to exploit the demand, increase of quality and of product
benefits, image change.
Romanian consumers’ search behavior, when they are confronted with price
increases, is to analyze the prices of similar products, to look for the country of origin (price
increases for import products being easier accepted, comparing with domestic ones), to
search other information about product (performances, brand name, launch time), to look for
information referring to inflation or customs taxes.
Fairness perception of pricing tactics
The pricing tactics were analyzed in many studies on price fairness perceptions.
Among these, the most studied was the case of differential prices fairness perceptions. These
practices impose to set different prices for different customers categories, depending on
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socio-demographic characteristics (age, income), behavioral characteristics (purchase
frequency, loyalty, quantity purchased), geographic area, time (moment of day, day of week
or season). The last situation takes into consideration price changing depending on temporal
demand changing, called dynamic prices. Differential prices are based on price sensitivity
differences among customers segments.
A case of differential price fairness was taken in specialists’ attention in September
2000 by Internet retailer Amazon.com that sold to its customers DVD films at different
prices, depending on their loyalty degree. Thus, the loyal customers payed more than
occasional ones. After finding out this difference, the loyal customers immediately reacted,
by complaining to company’s management. This justified the action as an attempt to test
how customers respond to various prices and supported a compensation to loyal customers,
equal with price difference (Cox, 2001).
Price differences, conforming with dual entitlement principle, must be justified by
cost differences, they might be often interpreted by customers as results of quality
differences. When are reported to market competition, customers are prone to infer price
differences between stores rather to profit differences instead of cost differences. Price
differences might evidence differences in purchase moments (cinema tickets on day time) or
differences in searching effort (buying the services of a dwelling agency for purchasing a
flat or looking for the flat by his own). Such actions are perceived as fair, in accordance
with procedural fairness principle, because the prices are accessible to all customers, they
having possibility to choose. Conforming to distributive fairness, there are justified also
price differences on quantity purchased, because the reward received (the price deal) is in
accordance with the effort done (purchasing a greater quantity).
In some cases, pricing differences are based on belonging to a certain group (pupils,
students, seniors), thus valorizing these differences is not a volitional action. Generally
talking, lower prices are considered fair for disadvantaged groups (persons with lower
income). The studies show that such rule is applied for fast moving consumer goods, for
those with high value this practice being considered unfair.
When is done a customers’ segmentation on purchase moment, the customers infer
the cause of these differences and the responsibility, to them or to company. When price
differences are caused by a segmentation done by firm (frequent and new customers), the
consumers seek to assign an external cause to price difference, they not being responsible
for it. Offering explanations on costs increase is favorable for differencing customers on
consume frequency (because they seek to find out a cause that doesn’t depend on them).
Among the pricing tactics, price deals are considered fair by the most of subjects,
the main reason perceived for using this tactic being inventory decrease. Other motives are:
intention to increase sales, to attract new customers, to increase fidelity, to promote new
products. The odd prices, finished generally in 9, are considered unfair by many subjects,
they motivating this tactic is trying to manipulate and deceive. Differential prices on
customer category (students, seniors) are considered fair, but on time (season, day of the
week, day time) are considered rather fair and on location (zone prices) are perceived rather
unfair. Price matching guarantees are retail offers to meet competitive prices for identical
items at the time of purchase or within a specified period after the purchase. These policies
are perceived unfair by the majority, being considered as a deceiving tactic, manipulating
customers, because they aren’t interested to check the prices. Also, this tactic is new in
Romania and many subjects considered it strange. Romanian customers are also skeptic
about the firm’s informing degree on competition prices before applying this tactic.
On product categories, in Romania, the most unfair prices were perceived to exist
in dwelling industry, houses and lands prices being considered exaggerated, comparing with
the value they offer. Other product categories with unfair prices are represented by food
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products, imported products, clothing and footwear products, public utilities, bank services,
tourist’s services, air transport services. The main condition that allows unfair price offering
is considered, by majority, the low informing degree of Romanian customers. Other
conditions speculated to practice unfair prices are: inflation, natural conditions (floods,
drought), international events (oil price fluctuations, Iraq war), politic events (adhering to
European Union).
Knowing price fairness perceptions in Romania is very important in the context of
adhering to European Union, because the competition is more intense, the customers
become more exigent and receptive to price information, sanctioning more severe the unfair
actions. For Romanian organizations, it is required to become more aware about the
necessity of price fairness perceptions research, such preoccupations existing in European
Union for several years.
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Abstract. One of the main functions of the rational economic policy is job creation
and therefore this is a major source of welfare. The present Romanian economy owes the
characteristics of a dynamic changing, under the impact of new technologies, of European
integrated markets, and environmental evolution. Our country, like other member-states of
the EU, adapts the system of subsidies to the requirements of the EU subsidy programs.
Approaching the problematic of the co-financing projects, we must underline that the
overall objective of this action is to catch up with the higher competitiveness of western
markets, even if now the tendency is to believe that the unique European market has gained
all the territory of the member-states, in its basic structures. The debate upon the
effectiveness of the subsidy policy is not over, and we intend to point out some disputable
points of the state policy of subsidies, which comes to fulfil the general frame of this
economic sphere of the economy. We keep in mind that UE economic policy issues on
liberalization and harmonization of markets, competition control and supporting
investments in all activities leading to development.
Key words: subsidies; competition; domestic market.
REL Codes: 8N
Preamble:
Subsidies are critical to ensuring that the public sector can effectively carry out its
functions, which include coordination, participatory development of sector strategies, policy
formulation, and allocation and monitoring of public financial-subventions in agriculture,
industries and services.
Despite this, subsidies, as interventionist levers, produce as well the effect of
altering the aequillibrium point on the markets (prices), and a stimulation of some economic
areas (production, for instance), simultaniously with the contraction of others (home
consumption); the macroeconomic strategic decision of adopting its amount, judging the
ballance the profit against loss effect, is impossible of exactelly measure, in the context of
rapid and permanent motions on the markets, influenced by more and more factors and this
is why the subsidies are elements which are mandatory to survey closelly.
New member-state in the UE-family, our country aims to perfectly integrate into
the European model of development, Lisbon Strategy, having its objectives focused on
growth and long lasting development, social cohesion, employment based on advancement
in education, increasing innovation, research and development expenditures, liberalizing the
services on EU markets, diminishing unemployment simultaneously with the increasing of
employment rate.
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Debate
A subsidy is a payment from the government to encourage the production or the
consumption of a good. A contemporary doctrinaire approach records the subsidies in the
sphere of negative taxes.
Most of the countries attempt to promote their exports with outright subsidies,
through the exemption of certain domestic taxes, or with particularly cheap creadit (as part
of their commercial policies).
For this reason, the export subsidies are extended and largely debated in the
analysis of this type of valoric transfer.
Well known is the fact that an export subsidy increases exports and causes
underconsumption and excess production, and in spite of that, the macroeconomic
aequillibrium requires a state intervention upon the world price in the sense that ensures the
augmentation of world sales.
That is an ab initio, given priority to the international markets and their competition
relation, in the strugle of gaining a leading pozition among competitors.
In theory, the subsidy achieves the purpose of raising exports, but it does so in
exchange with a social cost: firms enter a situation when they produce goods at a marginal
cost above what foreigner are paying for the same merchandize.
The government ( in fact the taxpayer) cover the difference, that means the higher
is the ecart between the world price and the world price plus the subsidy, the heavier will
become the taxation pressing the citizens.
On the other hand, on the consumers side, the export subsidy policy means that
goods sold abroad are cheaper than those sold to home clients.
Clearly, this involves an excess cost, it raises domestic prices, over-taxes the
clients, when subsidizing producers.
This is why, economic science requires the best argument for export subsidies of a
profitable nature, not administrative one.
The governmental functions seek to promote competitive markets in socially
acceptable ways, according to the EU rural, industrial and services policies.
We distinguish some key measures in order to promote a competitive economy and
which are applied in the sense of a general frame in European Union:
• macro-economy secures undistorted exchange rate policy, removal of implicit
taxes and market barriers, nondiscriminatory taxation, macroeconomic
stability, and government credibility;
• trade facilitate exports, participate in trade negotiations, reduce protection on
import-substitute goods with relatively low and uniform tariffs, and remove
non-tariff barriers (while providing protection from acute price volatility);
• employment European requirements meet core labor standards especially in
regard to child labor, hazardous work, and equal employment opportunities for
women;
• competition policy in its latest features means to re-evaluate the role of
marketing boards, to promote competition in markets, to establish labeling
regulations for grades and standards;
• environment and natural resource use establish sustainable management,
internalize externalities where possible, and develop markets for pollution and
carbon credits;
• land develop land markets, security of tenure, entitling and recording of land
transactions, and land reform for fair distribution of land ownership;
• advanced technology maintain research activities and foster private sector
participation in research and extension activities;
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•

food security establish social safety net programs to cope in times of extreme
price changes and natural disasters.
One of the most important domains taken in consideration by the subsidies policy is
agriculture, and for our country this field has a dominant characteristic.
Our country has diffrent interest compared to European Union regardind the agricol
subvention, which is meant to be abolished by the comunity executive.
For direct payments per hectar, Romania gets 440 billion euro, those founds being
administrated by the Agency for Payments and Intervention in Agriculture.
In order to reforme the Common Agricol Policy, the Commission proposed a set of
seven measures, the first one being the separation of the subvention from production.
This means practically the liquidation of the subventions and the orientation of the
founds to investments.
So far, the position of Romania in this matter is not to eliminate the per hectar
subvention until 2013; this is motivated by the fact that the value of the subvention is going
to increase progresivelly, reaching 200 euro per hectar in 2013.
Aiming to align the domestic conditions to the existing ones in other member states
with old comunity traditions, Romania proposes another debate on this topic after 2013.
One of the measures proposed by the reform plan of the Common Agricol Policy which
does not meet the support of Romania is the elimination of the mechanisms of intervention on the
market, because theese are necessary for the sensible sectors, such as the cereals.
Also, Romania does not agree on the point of milk-quota elimination, because it is
considered that, abbandoning this system would lead to an over-production of milk production.
Upon the matter of the Common Agricol Policy budget, Romania agrees there must
be a flexible budgetary structure, but does not agree with co-financing the direct payments,
because it would generate a preasure upon the national budget.
On the other hand, Romania encourages the simplification of the Common Agricol
Policy in order to diminish the administrative burden, as well as the simplification of certain
obligations regarding the good environmental conditions or the animals welfare.
Farm business brings profit: the potential of Romanian agriculture, using the
investment-financing opportunities, is estimated to raise at 60-80% increasing for the next
three-four years.
For the expressed reasons, a favorable signal from the European Union would be
that one of considering its priorities in the Common Agricol Policy.
Conclusion
There are domains where our country has to climb a long road up to the those
subventions with major social impact, such as that one of houses for its citizens.
In this field, the state began to dedicate subventions of 20% for new houses biult up
with mortgaging credit.
The subvention is given when the construntion built with mortgaging credit is
finished, on the basis of legal proving receipts.
The total amount of money allocated in this year (2007) from the state budget,
inside the national program of supporting the building of private own houses is of
approximatively 3 millions lei.
According to legislation, the young married, the victims of a disaster, the evacuated
persons from the residences returned to their previous owners, are the main cathegories of
citizens in the pozition of beneficiating from the 20% subvention, only if they never had
another house or they have never got any help from the state budget under the form of
subvention for another house.
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There are allowed exceptions for youngs owing a house with less than 50 square
meters; they are allowed to ask for a subvention for building a new house, or for extendion.
For this, the condition is that the person requesting the money owes the land and
also has a firm contract with a construction firm.
We hope that these legislative limitations would become more flexible and the
houses problem will become one element of stabilizing the labor on the domestic markets.
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THE PERSPECTIVE OF THE PUBLIC FUNDS’ USE
WITH EFFICIENCY, EFFICACY AND ECONOMY IN
THE CONTEXT OF EUROPEAN INTEGRATION
Ioana BOBOC
Candidate Ph.D.
Abstract. In the last years, through the adherence’s conditions of Romania to the
Europen Union, of the public finances field, the elaboration and the execution of the budget
on programs took an important place.
The budgets on programs usually reflects objectives of the public politics, from the
Strategy of the Government program and to the elaboration of these budgets must be taken
into consideration reaching some effects and less the covering of the functioning necessities
of the public institutions.
The budget on programs is about the allocation of the public resources in order to
reach some concrete objetives and to obtain some results which are measured with some
indicators. The choosing of the programms which are to be made is made upon some
studies, following to reach the established objectives the costs and the results of different
ways of financing.
Depending on the field for which it is elaborating a program, the evaluation of the
public spendings eficiency, through their efforts and effects, must be achieved through the
analyse methods which the institution which administrates the program considers them to be
the most adequated.
Key words: public funds; budgetary program; spending efficiency.
REL Codes: F13
The public funds’ use with efficiency, economy and efficacy is a mandatory
condition to achieve a proper economic-financial administration, by the liders of the public
institutions.
The principles of the economy and efficacy efficiency are main elements of the
performances in the public field and are mentioned with imperative character in different
normative documents like : Law no. 500/2002 concerning public finances, the Ordinance no.
34/2006 concerning public acquisitions, these containing the duty of the credits’ ordinators
to utilise the public resources and also the duty of the buyer to make public acquisitions
respecting the three principles in discussion. Also, for the internal control, respecting the
three principles represents a mandatory objective, defined by law.
The performance achieved by the entities from the public field is that characteristic
of the activities, programs, projects and the system activity in general, which reflects the
level of achieving the optimum in their economic-financial administration.
The performance reflects the management health and also the efforts made for
using some methods and practices made to achieve the wanted results in maximum
qualitative and quantitative conditions.
Practical there are two approachings in the use of public resources performances, so:
− the approaching by which the spendings’ administration must be made with
measures which warrants an optimum use of the resources. This procedure
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made by the public institution leaders needs to adopt a strategy and to take some
decisions in order to lead to the performance.
− the approaching by which some program or project must reach a précis
objective in performances conditions.
In the countries in which the public funds administration refers mainly to methods
and in a smaller way to results, it is followed the respecting and the correct application of
some rules and the settlements in actuality, concerning less the way in which these
settlements and rules are proper for the purpose they’ve been emitted.
In the countries with an administration of the public funds based on objectives and
results, the attention is based mainly on the rules and settlements opportunity and in a
smaller way on the mode in which have been respected the legal schedules.
The three principles: the efficiency, the efficacy and the economy of the public
resources use, as main elements of the performance in the public field, needs some explicit
definitions, like:
a) the Efficiency – that characteristic of the using way of the financial resources,
human resources, some other resources, as well as that of the used procedures
to expel the risks, which proves that the used resources in order to achieve the
objectives of some activities or a program gives an optimum rapport between
entrances and exits;
b) the Economy – the principle which characterises the healthy administrative
practices and also the management’s politics; which shows if the resources
were available in high time, adequate from the quantity and quality point of
view and at a fair price;
c) the Efficacy – that performance’s criterion which indicates the level of
fulfilling the declared objectives of the entity and also the rapport from the
aimed impact and the achieved impact.
The three criteria of performance achieved can be represented through the
following logic model:

Figure 1.

In Romania, the use of the public resources with efficiency, economy and efficacy
became a mandatory necessity on the way of fulfilling the European Union integration’s
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quests, one of these quests in the field of public finances being the elaboration and the
execution of the budget on programmes.
In this context, from the year 2001, through methodological statements, the
Ministry of the Public Finances established the main coordinates concerning the budged
proposal elaboration by the ministries and the other speciality organs of the central public
administration, local councils and in districts and the Bucharest’s General Council, for the
projects of the state budget, local budgets, the budget of state social assurances and the
budgets of the special funds on 2002 and of the estimations on the years 2003-2005.
The main object of this elaboration and execution modality of the budget was the
establishment of the principles and of the general environment concerning the formulation
of the budget’s proposals and their eradicable, of allocation and use of the funds in
conditions of good financial administration made to secure the adherence conditions to the
European Union.
In this sense, was made the finance’s implementation and the extend on programs,
which had as an aim:
1. taking decisions concerning the modality of funds allocation, depending on the
priorities;
2. the use of the public funds in efficiency conditions;
3. the identification and the distinguish of the results’ indicators;
4. the establishment of the action’s directions and of the expected results in the
period of the program development.
In the context of the actual legislation which sets the elaboration and the execution
of the budgets on programs (Law no. 500/2002 concerning the public finances), a budgetary
program “is an action or a coherent system of actions which refers to the same main credits’
ordinator, projected to achieve an objective or a set of defined objectives and for which are
established some program’s indicators built to evaluate the results which will be obtained,
in the limits of approved finance”.
In the same time, the credit’s ordinators are responsible, according to the law, for the
organisation of the programs’ evidence, inclusive of their afferent indicators and through the
works that represent the bases of the elaboration of the projects annually budgetary laws and of the
budgets due to Government, through the Ministry of Public Finances, are also the programs made
by the main credits’ ordinators, with the purpose to finance some actions or a system of actions, to
which are associated precise objectives and results and efficiency indicators.
In this purpose, the programs are accompanied by the annually estimation of the
each program performances, which must show: the actions, the associated costs, the aimed
objectives, the results obtained and estimated for the years to come, measured with proper
indicators, which election must be well justified.
The budgets on programs reflect usually objectives of the public politics, prevazute
in the Strategy of the Government program and in the elaboration of these budgets must be
in view mainly the reaching of some effects and less the covering of the function necessities
of the public institutions.
This objective is though a strategic one, as the real passing from the structured
budget on the budgetary classification to a budget given depending of the necessities defined
through objectives that are associated with performance indicators, is a complex process,
justified by the fact that the transformation of the public institutions’ activities in programs
containing objectives and indicators, implies the clear alocation of the resources depending
of all the spendings that the achieving of the programs is asking for and also the changing of
the organisation and functioning strategy of the institutions that administrates the budgetary
programs.
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In this context, an important rule of the proper functioning of a budget on programs
is the existence of a specific bookkeeping of these so the allocated resources and the
effectuated spendings to reflect clearly and entirely, on each source and respectively
destination.
The process of the elaboration and execution of the budget on programs leads also
to the expelling or the imminent reforming of those institutions or useless activities, that do
not justify their existence, or that uses inefficiently or uneconomically the public funds.
A good strategy of the implementation of the budgets on programs must have in
view with priority the complying of the objectives from the Strategy of the Government
programs. In order to do this, knowing that the budgetary resources are limited, it is imposed
the establishment of some priorities in the allocation of the resources and also in the election
of the programmes which are to be implemented. For this reason, this election must be made
after making some studies, watching the costs and the results of different ways of financing
in order to reach the established objectives.
Depending on the field for which is elaborating a program, the evaluation of the
performance of the public spendings, through their efforts and their effects, must comply
through analyse methods which, the institution that administrates the program considers to
be proper.
Once elected, for a program to reach the proposed objectives, this has to be
elaborated respecting the law referring to the clarity and the firmness of the objectives, as
well as to the coherence and exhaustive character of the basis indicators to which is made
the level’s evaluation of reaching the objectives.
This way, a program financed by public funds, must specify:
– the final aim of the activity or the activities in the program;
– the aiming objectives, as the results wanted that should be obtained after the
developing of the program which must reach a certain progress to obtain the
aimed goal;
– defining the program, specifying the priorities and indicating the time horizon
to which it refers; estimating the possibilities of the efficacy/efficiency growing
after applying the program; the financial effort asked by the program
realisation;
– results indicators, of quality and quantity;
– the financing of the program – totally and on the sources of provenience; state
budget, the budgets of the special funds, personal incomes, external credits,
external unrefundable funds.
In practice, at the level of the credits’ ordinators it is maintained yet the tendency to
elaborate formal the budgets on programs, existing sufficient cases in which are defined vag
enough the concrete objectives and the indicators aimed.
That’s why, for the objectives to be well defined, because they represent the aims to
be reached with the program, they have to have the following characteristics: not to be very
numerous, to be coordinated, compatible, clear, quantifiable and to have deadlines.
The indicators associated to the programs are physical and monetary measures
which allow the measurement of some aspects like: the reaching of a quality level
(excellence) with a reasonable cost (economy), fulfilling the imposed objectives (efficacy)
and the reaching of the best rapport the best between the resources and results (efficiency).
Along with these, depending on the characteristics and the nature of each program,
the indicators can also reflect the social impact and the equity and these can be obtained and
compared between them when they refer to identical activities made in different
geographical zones or on different periods of time.
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The indicators associated with the budgetary programmes must have the following
essential characteristics:
- to be relevant – the received information to be indispensable
- to be pertinent – the indicator to be clear and to be maintained in time
- to be objective – the calculation of the indicator must not be ambiguous
- to be unequivocal – not to lead to false, equivoque or unclear interpretations
- to be accessible – easy to count and interpret.
Once with these characteristics we may add as necessary other more, like:
- viability – the data used must be provable
- opportunity – the information to be presented at high time
- comparability – we must be able to compare the indicators in time
- consistency – to be built on consistent data.
The indicators associated to the program can be of many types, so:
- after their object:
modes indicators are measured in costs and quantify the factors which are
used directly or indirectly for the developed activity;
physical indicators are calculated in numbers or units;
results indicators measure the results obtained effectively opposing these
which must been obtained;
environment indicators collect data from the outside of the program which
have influence upon it;
impact indicators measures the effect that the actions of the program have
upon the affected group;
quality indicators measures the level of reaching the quality in the field of
some established standards.
– After their nature, the indicators can be:
– efficacy indicators measure the level of fulfilling the established
objectives;
– the economy indicators measure the conditions in which the entity that
develops the program receives the necessary resources to run it;
– efficiency indicators measures the rated cappacity of a service fulfilled
or of a personal acquisition, in rapport with its costs.
To assure the success of a program it is not sufficient that this is well elaborated,
more than that his execution must be observed by a managerial system and a system of
internal control well organised and functional.
That’s why, in some European countries (example Germany) for the observation of
the programs execution, at the level of public institutions which are developing programs are
made the so called “controlling” compartments which have as a main attribution the
identification and the application of some qualitative and quantitative control instruments
made for the information coordination referring to the implementation and the execution of
the program in order to maintain the decision processes of the institution management.
An important component of the controlling is the evaluation which represents an activity
orientated towards the effects external to the entity which runs the budgetary program (influences
upon the society, upon the natural environment, upon other economic fields, etc.) and it is made by
the same persons which have controlling attributions. In essence, the evaluation represents a
strategic controlling, which measures the effects produced in the exterior of the entities and which
usually are manifested later than the internal ones.
The evaluation is prepared from the phase of plan of the program and must answer
to the question if through that program exist the premises of reaching a durable result. This
activity must be well defined, to have some clear criteria so that the effectuation of some
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spendings with external examiners to be excluded. In the case of the multiple field
programs, when the attribution are directed to many institutions, must be designated a
working group, a commission, a common structure, that can be responsible of the
developing and the entire evaluation of the project.
In our country, at the level of the public institutions, these structures named
“Controlling” do not exists and neither the job of “controller”, but the controlling
attributions are combining, are identifying in most part with the attribution of the internal
control and internal auditor.
Though, taking into consideration the Germany’s practice and going down with the
necessity of defining the organised structures of the public institutions depending of the
programs that these are running, it appears the necessity of a nucleus, of a working group, a
structure, special made for the developing and respectively the observation of the program.
This structure, in a first phase can do also the controlling, being careful that the
person with executor function of the program not to be the ones which verify and evaluate
and in an advanced stage of the execution of the budgets on programs, the nucleus
constituted for the execution of the program to be different from controlling compartment.
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BRIDGING THE DIGITAL DIVIDE – APPROACHES
IN A ROMANIAN AND EUROPEAN CONTEXT.
THE ROLE OF RURAL, DISADVANTAGED-AREA
TELECENTERS IN PROMOTING SOCIAL
COHESION AND OVERCOMING THE DIGITAL
DIVIDE
Sorin KERTESZ
Candidate Ph.D.
Academy of Economic Studies, Bucharest
The Lisbon Strategy and the i2010 strategy require the member states to commit
through national programs aiming to develop of the main pillars of Knowledge Economy.
Romania must act swiftly to overcome the gaps against other European countries through a
sustained effort of innovation, employment of new information and communication
technologies and better education regarding the new economy. Otherwise, Romania’s entry
in the European Union will incur major costs stemming from the systemic lack of
competitiveness of the economy.
To this aim, dedicated economic policies are required in this area, complemented
by grassroots initiatives, like setting up telecenters – public centers offering access to
information services for disadvantaged communities. By 2010, approximately 200
communities will benefit from such telecenters, which aim to (1) expand ITC access and
develop computer usage skills, (2) develop and promote e-government services, (3) promote
e-commerce, and (4) provide financial and technical assistance for the adoption of
innovative solutions in SME’s.
Key words: knowoledge economy; economie policies; social cohesion.
REL Codes 16F, 18D, 20F

INTRODUCTION
“The digital divide is one of the biggest obstacles confronted by development and it
grows exponentially” (James D. Wolfensohn, President of the World Bank)
The Lisbon Strategy and the i2010 strategy call for the commitment of the member
states by national programs aimed at the development of the Knowledge Economy main
pillars. Romania must undertake urgent actions in order to bridge the divide separating it
from the European countries, by making innovation efforts, using the new information and
communication technologies and raising the population awareness upon the new economy.
Should these endeavors fail to succeed, Romania’s accession to the European Union shall
generate major costs as a follow up to the chronic lack of economic competitiveness.
The digitial divide is the divide between the use of ICTs in various organizations,
layers of society or countries (Baltac, 2004). This divide is often conceptualized in binary
terms: one has or has not access; one uses or doesn’t use the Internet. A more
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comprehensive definition has multiple dimensions, such as: the quality of equipment, use
autonomy, the presence of social support networks1.
A more in depth analysis points to the embedment between the digital divide and
the knowledge divide, taking into account indicators such as: experience, online skills, the
capacity to absorb and transform the information (Hargittai, 2003). A number of definitions
of the digital divide have been provided depending on the focus on the various ICT elements
and their use, including also the solutions to address it. Hence, one may refer to the digital
divide as the physical absence of the equipment, connection and training for their use – these
being the necessary elements to bridge the gap and the ones responsible for their provisions
are the authorities, the nongovernmental organizations, and the private companies. The same
definition rephrased by different authors (Singleton and Mast) offers another solution:
carefully selected development projects and market mechanism result in the automatic
settlement of the digital disparities, by cutting down prices, training the IT sector and
extending the infrastructure. Another definition emphasize the lack of basic knowledge, the
poverty and other social problems – the computers are useful, but a society cannot eradicate
the digital divide unless it has the basic knowledge and it manages to alleviate the poverty,
the health issues and other social divides2.
Analysis of divides
"There are more telephones in New York than in the entire rural Asia, whereas in
London they have more Internet accounts than in the whole Africa. 80% of the world
population has never made a phone call”3
The ICT revolution has not yet reached global dimension: at least half of the world
population (three billion people) have never made a phone call, whereas the infrastructure
and the use of Internet are almost exclusively concentrated in developed countries.4
The evolution of concepts and perspectives upon the divides
The authors of public policies were concerned with the inequity of access ever since
the introduction of the telephone service more than one century ago. In the ‘90s, the focus
switched from the provision of access to voice fixed-line based services to the dial-up access
to Internet5. According to Wikipedia, the digital divide is more than a clear division of the
society in two groups. Researchers say the disadvantages may take various forms, from
modest computers, poor connections and high prices to difficulties in getting technical
assistances and limited access to paid content.
In the first stages of the analysis upon the digital divide, the main issue was the
making the Internet available for an accessible price6. Currently, there is an increased focus
on skills and knowledge and computer literacy training, which often means that the trainees
should first learn how to read and write. Thus, one can see the distinction between the
diffusion and the use of the ITC infrastructures (OECD, 2000).
Classification of divides
The digital divide term has rapidly become so popular that it entered common
language as an explication for any disparity within the IT community. However, the
specialized literature increasingly presents it as a multidimensional phenomenon including
several distinct aspects:
- Global divide – the divergence of the access to Internet between industrial and
developing societies.
- Social divide – the gap between information poor and rich at national level.
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- Regional divides – the differences within a certain region (continent, subcontinent).
Various authors propose other axis of divides, such as:
- Democratic divide indicating the difference between those using the digital
resources for civic participation and mobilization and those who don’t resort to
these practices.
- Content production and distribution divides.
The present paper briefly addresses the firs two types of divides (global and social),
and emphasizes in greater detail the regional divides specific to the European Union.
Measuring the divides and indentifying the causes
Measuring ICT distribution at global level is an extremely difficult task. Although it
is relatively simple to estimate the number of operational computers, replicating the data at
country level and breaking it down depending on social and cultural criteria is a major
challenge. Beyond the physical access to technology, defining and measuring the actual use
are difficult to accomplish. Eventually, there are many technological “divides” that might
affect the equation – the number of computers, the Internet access speed, prices, the number
of TV and radio stations.
Methodological approaches and issues
The report “On both sides of digital divide” from bridges.org puts together a
number of approximate estimations of ICT distribution that are incomplete, but draw the
general picture. The criteria used to measure ICT disparities include the number of PC users,
access and infrastructure, accessibility (in terms of price), training, relevant content, the
local ICT sector dimension, poverty, demographics (regional distribution, race, age, religion,
gender, disabilities).
On its turn, OECD proposes a digital divide index that might range between 0 (no
divide whatsoever) and 100 (maximum). The relevant variables taken into account included
fixed as well as mobile tele-density, the number of PC, the density of Internet nodes and
secure servers, whereas the main variable was the GDP per capita (OECD, 2000).
The participants at the World Summit on Information Society - WSIS in 2003
proposed the DOI methodology (Digital Opportunity Index) as a comprehensive tool to help
measuring the digital divide. This methodology is the first set of indicators agreed upon at
international level to assess the ICT readiness for each country. In a recent study, ITU used
DOI to measure the situation in a group of 40 countries different from economic and
geographical point of view. A huge digital divide was revealed between the first and the last
country on this rank – South Korea had triple scores compared to India.
Also, within the eEurope and eEurope+ Action Plan, the European Union came up
with a set of indicators setting concrete goals to accelerate the development of Knowledge
Society in Europe (also known as “Lisbon targets”). These indicators have particular
regional importance and they subsequently became benchmarks for all the member states,
including those who have recently joined the EU, such as Romania7.
Global divide
The analysis of Internet diffusion at global level should take into account a number of
issues when attempting to define a diffusion model: if it is similar to the older ICT (telephone,
television) diffusion and which are the economic and non-economic factors behind it.
The current diffusion of the Internet indicates severe contrasts between world’s
regions and within them as well. Scandinavian countries and North America have the
highest Internet penetration rather, one third or more of the population being online,
followed by Western Europe – one in ten inhabitants being online. Central and Eastern
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Europe, Middle East and Latin America found themselves below the global average – less
than one inhabitant in twenty is online, whereas the lowest penetration rate is in SubSaharan Africa, whereby only 36 people in 1000 use the Internet. In 2001, 106 million out of
300 million Americans were using the Internet, 56 million users were located in the AsiaPacific area and just as many in the Western Europe, whereas there were merely 2.5 million
in Sub-Saharan Africa. The data correlates with the global distribution of Internet nodes,
according to the data presented by Network Wizards or Internet Software Consortium
(Norris, 2001).
The most acute digital divide appears in the areas with the lowest income rates
worldwide. Often, it is the lack of basic infrastructure that prevents the undertaking of new
technologies and the Internet, requiring for costly external connection is especially difficult
to introduce within poor economies For instance, the entire population of Liberia must share
an international connection of merely 256 k/s, which is the equivalent on one single
terrestrial residential connection in one of OECD countries. Other developing economies
confront similar issues regarding the available bandwidth – one single user disposing of 100
Mb/s in Japan has the international connectivity capacity of 45 low connectivity countries.
The countries confronting such problems must invest in local access points to cut down the
costs for accessing the international connection – such investments broke even in six months
in Egypt and the maintenance costs proved to be insignificant compared to the savings in the
online data transfer cost. Another issue is the development of locally relevant content to also
be available in the local language; there is a symbiotic relation between local content
development and the increase of connectivity in many OECD countries. Other connecting
facilities are equally important (underwater cables, satellite connection and wireless
terrestrial services), especially that they start being available or cheaper. However, the
digital divide is not only about the lack of telecommunications infrastructure; the network
interfaces such as mobile receivers or PDAs or often too expensive for the users in the
developing countries. Their needs can be met by the supply on the second-hand market: the
terminals viewed as obsolete by users living in developed economies can provide reasonably
priced solutions for mobile connectivity of low-incomes users (OECD, 2005).
Causes
Pippa Norris, author of the book “Digital Divide? Civic Engagement, Information
Poverty and the Internet Worldwide”, identified significant correlations between the digital divide
and the following causes (for details see Annex I – Main causes of international divides):
– Development of traditional media channels
– GDP level
– Research and development investment
– Education level
Social divide
According to Bridges.org, there are significant divisions within the countries in
terms of ICT use, caused by education, income, race, gender, age, language and disabilities;
there are worrying proofs of the fact the ICTs seem to be more unequally distributed than
other technologies. The main concern regarding the digital divide is that those deprived of
information will be increasingly marginalized in the societies where basic computer skills
become essential for personal and professional success, access to education opportunities,
full access to social networks and civic participation opportunities. Being aware of such
problems that arise in connection to the knowledge based economy, the European Union set
social inclusion as one of its objectives upon the release of e-Europe Action Plan. The EU
strategy involves a mix of public and private initiatives, including the cut down of the
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Internet access costs by liberalizing the telecommunications market and the provision of
terminals and training in employment offices, libraries, and schools (Norris, 2001).
Causes
A number of authors as well as international institutions analyzed the causes of the
divides within the society, identifying the following main factors:
– Race – specific to multi-racial countries or regions, such as the US or South
Africa;
– Income – a key factor according to OECD;
– Geographic location – significant differences between urban and rural
development;
– Education level – there is a positive correlation;
– Age – the huge majority of Internet users are below 45 years old;
– Gender – there are more men than women using ICTs;
– Employment – managers have better access to ICT.
Regional divides. Approaches in the European context
The goals set in the Lisbon Summit call for a comparison between the competitive
advantages of the European Union, on one hand, and the USA and other economic powers,
on the other hand. The major ICT diffusion related issues at EU level are: digital divide is
mainly an age and education issue (gender based disparities are low), PC and Internet
penetration remain lower in rural EU areas with less population, PC and Internet penetration
rate is 50% higher among families with children, small and medium enterprises are close to
major enterprises with respect to the Internet access, mostly because the penetration reached
saturation point amongst the latter8.
Children as ICT access factor
In 2004, 54% of the EU based households had a personal computer, whereas 43%
had an Internet residential connection (a broadband connection for one in three of these).
There was a PC in 70% of the households with children compared to a PC in 46% of those
without children. Fairly considerable differences are registered between countries as well –
two in three households had a personal computer and more than half had access to Internet
in Denmark, Germany, Luxemburg, Netherlands, Great Britain, Island, and Norway,
whereas there was less than one in three with a PC and less than one in six connected to
Internet in Latvia, Lithuania, Hungary, Bulgaria, Romania, and Turkey. In the last three – all
of them candidate countries at the moment – the PC and Internet penetration rate was the
lowest amongst EU member states. The data collected in 14 member states indicate the main
reasons why people didn’t have a residential Internet connection in 2004 – the equipment
and / or the access was too expensive and they lacked the skills to use it.
ICT use per demographic groups
Some 55% of the EU citizens aged between 16 and 74 use computers, 47% use the
Internet and 17% purchase goods and services online. The users by gender appear to be balances –
almost as many women as men use the computer and the Internet. 75% of those aged up to 24
years use the Internet in comparison to only 11% of those aged between 64 and 74. In terms of
occupation, the students use ICTs the most and the pensioners the least. Unemployed people use
ICTs less than those who have a job, but less below the general rate.
Education
The PC and Internet use is 2.5, respectively 3 times higher amongst people with
higher education from the EU. The scores are comparable for men and women; however,
men with basic education use the PC, the Internet, and the electronic commerce much more
than women with basic education. The Internet use rate is below 25% in only one member
state – Greece, but it ranks around 50% in Slovakia and Estonia. One in six EU citizens buys
online.
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Bridging the divides
“Digital technology enhances existing social inequities, as minorities
and those less educated are at the outskirts of the changes produced
by technology.”
(Lost in Cyberspace: Barriers to Bridging the Digital Divide in
e-Politics, 2005, "Mack C. Shelley, II, Lisa E. Thrane,
Stuart W. Shulman")
Role, importance
Before making exaggeratedly optimistic forecasts about the huge amount of prosperities
the technologies will bring to emerging economies, one should keep in mind the bridging the
divides is not an automatic process. ICT shall certainly improve the chances in this respect, but
they are not a panacea that will enable governments to avoid structural reforms, such as opening
the markets to foreign investments, liberalizing telecommunications, protecting intellectual
property rights, improving the education system and securing the appropriate regulatory and
financial framework. It doesn’t make any sense to spend million of dollars to connect villages to
the Internet, if their inhabitants can’t read and write9.
Economic policies
The existence of the telecommunications infrastructure does not guarantee that
users will be able to access the services or to take advantage of them. Illiteracy, lack of
programs and guidelines in indigenous languages prohibitive costs of terminals and services
are as many barriers against the wide use of ICT. The policies often address limited aspects
of the overall issue, which is sometimes a good thing, but the successful approaches are the
multidimensional ones (OECD, 2005).
ICT policies objectives
The current debate around ICT policies and digital divides involves at least six
basic objectives:
The growth of ICT sector – this is a perspective supported especially by
multinational companies, trade and financial institutions active at the international level, and
the governments of developed countries – the business sector (especially the foreign one)
should be encourage to open subsidiaries and remain in the countries, everything can work
out by free market mechanisms and minimum governmental intervention
E-commerce stimulation policies – the developing countries should incentivize the
participation into e-commerce in order to stay competitive and rapidly outrun current
development constraints
Online rights – focus on protecting users’ interests, especially protection of private
data, consumers’ protection, autonomy of regulatory bodies
Workers’ rights – this pertains especially to the rights of the workers in the
telecommunication industries (protecting jobs, more powerful trade unions, collective labor
contract, import controlled tariffs, protecting the local industry)
ICT equity – promotes equitable access beyond race, gender, geographic location,
emphasizes the importance of governmental intervention in securing universal access for
marginalized categories, increased ICT use by NGOs, promoting anti-discrimination policies
Basic needs – require a shift in the focus of authorities from ICT to the immediate
satisfaction of the citizens’ basic needs, especially in the countries whereby the population
confronts pandemics (malaria, tuberculosis) and request the annulment of poor countries’ debts.
Local initiatives in developing countries
How do organizations, individuals, governments and the private sector work to
reduce local and international digital divides? The approaches vary as much as the
perspectives upon the issue: there are literally tens of thousands of self-entitled “initiatives
aimed at combating the digital divide” and many other that don’t call themselves as such,
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but pursue similar objectives. This section summarizes on a wide range of “grassroots”
projects – both planned and at the implementation stage – that intend to use the technology
to meet the specific needs of individuals in fields ranging from providing the infrastructure
from improving the health care system. The report “On both sides of digital divide” from
bridges.org describes in general terms (common types of technology used, stakeholders,
targeted issues) the major categories of projects that are the starting basis for future
programs in the field:
Infrastructure providers – The ICT infrastructure projects deal with cabling, setting
up mobile receivers, underwater cables and installing telecommunications switchovers.
These are wide scope projects facilitating international communications, implemented by the
private sector in response to a market or authorities’ demand as part of the commitment to
secure universal access.
Physical access providers – They secure the connection of individuals to the
Internet once the necessary infrastructure is in place. Such projects provide the hardware and
the software, as well as the actual connection. Their goal is to improve the living standards
and to facilitate access to digital economy.
Training programs – These programs address the need to develop ICT skills and
build institutional capacity; they range from the teaching of basic notions to advanced
programming and ICT applications certification courses.
Telecenters – Public centers providing access to basic telephony and other
informational services to the benefit of disadvantaged communities. These initiatives are
usually supported by the government/international donors or commercial projects of mobile
telecom operators.
Computer assisted learning and distance learning programs – These combine the
access and training for teachers and students, as they develop technological skills and secure
the dissemination of the educational content. They reduce the urban-rural divide by
providing equitable access to education and global resources.
Online informational resources – relevant content – Websites addressing a variety
of development projects and providing documentary resources and facilitating the
interactive communication between NGOs, donors and other groups.
E-government – Online provision of public services and information for citizens, as
well as facilitating the ICT-based citizen participation in the governance processes.
Electronic commerce – Facilitates the economic growth in developing countries,
providing another channel for the export of goods and services. This is particularly
functional for the private sector.
Health – Provides telemedicine solutions to provide medical expertise in poor
remote areas; produce and disseminate information upon the prevention and cure of
diseases.
Agriculture – Disseminates information about agricultural processes, land property
rights. Connects rural agricultural communities to the Internet, facilitates keeping automatic
records and transmits information upon environment protection.
Other ICT applications – There are numerous other ICT applications, ranging from
water management to micro-loans.
Technological progress – Initiatives that provide communications/access solutions
for disadvantaged communities. They also meet commercial objectives by entering new
markets10.
This chart on the right side presents the connections and interdependences between
these initiatives; those presented in the upper part depend on those in lower part of the chart.
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How digital divide programs relate to each other
Table 1

Telecenters

Services – Technology Development, E-Commerce
Online Information Sources
Agriculture

Health-Care

Schools

E-Government

Applied Technology Programs
Training
Access Providers
Infrastructure Providers

Case Study: The “Knowledge Economy” in Romania project
According to studies performed by the Knowledge Economy Resource Center,
Romania faces significant digital and knowledge divides, which affect especially small
communities that are isolated from the major cities.
In order to tackle this problem, the Government of Romania and the World Bank
have proposed to set up telecenters (under the name of Local Community Electronic
Networks) in the most disadvantaged localities, such telecenters having previously proven to
have a catalytic effect on the respective community (various NGO’s, like CREST, CAR or
RITI have created such telecenters in Romania starting from 2000).
To this aim, the “Knowledge Economy” in Romania project was launched, under
the coordination of the Ministry of Communications and Information Technology, with the
support of the World Bank. The general objective of the project is to facilitate the
disadvantaged communities’ access to information and to the knowledge society, in
accordance with the government strategy for EU integration. By 2010, approximately 200
communities will benefit from Local Community Electronic Networks (LCEN). The project
has 3 components:
(1) Access to ICT in Knowledge Disadvantaged Communities and Improved
Digital Literacy
(2) Development and promotion of e-government services, and
(3) Promotion of e-commerce and innovation support for MSMEs.
The first and foremost component of the project will establish at least 200 multipurpose LCeNs with broadband connections, which will serve as "knowledge-centers",
providing information, services and benefits to citizens and small businesses in selected
knowledge disadvantaged communities. It will also focus on the enhancement of digital
literacy and implementation of local cultural projects meant to support the development of
the respective local communities. Activities will address the improvement of primary and
lower secondary education through the integration of information and communication
technologies (ICT) into the classroom, thereby improving students' skills and knowledge.
The Project will utilize LCeN nodes that are based in schools and public libraries.
The second component, promoting e-government services, will support the fullscale implementation and deployment of a number of e-government services currently being
piloted through the use of LCeNs, such as the electronic system for online registration of
self-employed persons (SEPs) and family associations (FAs). The objective of this
subcomponent is to develop an integrated network for citizen status information and
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documentation. The Project will finance the development of the "Public Community
Services through the National System for the Personal Evidence".
Promotion of e-commerce and innovation support for MSMEs will be facilitated by
creating a portal for promotion of e-commerce and business networking (sStore) for
enterprises in the rural and small-urban areas, and by a grant facility for local entrepreneurs.
The Project is expected to ultimately contribute to the development of an information
society, better prepared to integrate and compete within the EU. It is expected to improve the
quality of government services, including regulatory and judiciary functions, create an enabling
business environment, especially to support the development of new MSMEs.
The benefits to the local community include:
– modern communications services (including email, Internet, telephone, fax etc.);
– support for business and civil society;
– improvement of education in schools;
– guaranteed access to information for all inhabitants and companies in the local
community;
– improved digital literacy;
– cost saving efficiencies through the implementation of transparent e-Government
services.
The project will enable global communication, as well as quick access to
information available anywhere around the world.
Conclusions
The digital divide is felt at all levels, both globally, between countries or continents, and
at the national or regional level, between various social groups. The divide even affects developed
countries and regions, such as the European Union, which sees some lags in the use of ITC
(mainly due to costs and digital literacy), materialized in ample differences between various
occupational and age groups, and between people with different levels of education.
In order to fight the divide, governments, international organizations and various
local NGO’s are taking action at different levels, from national strategies and policies for
supporting general ITC utilization, to involvement in local projects aimed at supporting
disadvantaged groups. Within this last category, telecenters (local access points for
disadvantaged communities) stand out, as they overcome the main barriers causing the
divide (such as high costs, limited digital literacy, or even complete lack of access).
In the current European and global context, Romania needs to make use of all
available solutions in order to reduce the divide and thus to improve economic
competitiveness. Telecenters created by the “Knowledge Economy” project complement
well the strategies and policies already developed, with direct on-the-ground efforts meant to
support the immediate reduction of digital and knowledge divides.
Notes
1 Kofi Anan (former UN General Secretary) said the deprivation of ICT services is just as acute as the
deprivation of the satisfaction of basic needs and it might even reduce the chances to settle the latter.
2 Spanning the Digital Divide – Understanding and Tackling the Issues”, www.bridges.org, 2003
3 DigitalDividends 2001a, "Digital Dividend: Conference Highlights":
http://www.digitaldividend.org/confrnce_highlght/confrnce_highlght.htm
4 Building Digital Bridges, 2005, Accenture
5 Regulatory Reform as a Tool for Bridging the Digital Divide, 2005, OECD
6 This is less relevant currently, given the Internet penetration at all levels and the technological progress.
7 Other international organizations propose a series of different indicators, among which one remarks the
Knowledge Assessment Methodology of the World Bank – a multidimensional approach aimed at
providing a composite index upon the knowledge economy readiness at country level.
8 The digital divide in Europe”, Statistics in focus, 38/2005, Eurostat – The Statistical Office of The
European Communities, 2005

330

Theoretical and Applied Economics. Supplement

331

9 Falling through the net?”, The Economist, Sep 21st, 2000
10 A relevant example in this respect is the recently developed “100 $ laptop”, a laptop traded at a
minimum price and destined to the markets in the developing countries (especially those in Africa).
The purpose is to provide youngsters and children a new learning tool. (see
http://edition.cnn.com/2005/WORLD/africa/12/01/laptop/ for further details)
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Abstract. The goal of this paper is to identify the ways that the Data Intelligent
Analysis Techniques can improve the economic predictions and tendencies at a
macro-economic level as well as micro-economic level.
In present, the economic growth offers a huge number of dates. These dates can be
use by the data intelligent analysis techniques to predict the future evolution of many
domains within the national economy.
These techniques offer the needed support for develop the knowledge-based
economy. Analyzing the obtained results of these techniques, it can be observed more closely
the parts of the economy that can be improved, the weakness and the correlations that exist
between the economy domains and that weren’t until now exploited with maximum
efficiency.
The paper also tries to explain how these techniques work by using examples from
a very representative domain of the economy, business domain.
Key words: e-business, data intelligetn analysis; data mining; economy
REL Codes: 5I
Introduction
In the last few years, the world economy developed very much. Computer systems
expand much faster then the human ability to aborbb. The actual direction is to realise an
knowldge based economy, where the optimum decisions to be made based on informations
and knowldge.
In a very competitive medium, the managers must to find solutions at very complex
and difficult problems, in many cases very ambiguous and with multpile implications in
many domains.
Their reactions regarding the business demans must to be taken as quick as
possible. They must to rich their goals on short time and also be capable to see the
implications on long term.
Data intelligent analysis in economy
Our culture has develop the ability to generate masses of data. Computer systems
expand much faster the human ability to absorb. Internet connections make it posible to
share data in real time on a global basis.
Recent, world economy emphasize the existence of data to predict. If you dig
enough, you can always find some data or a memo that pointed to the coming occurrence of
these events. However, you would also find a great deal more data predicting thinghs that
didn.t happen. Obviously, there’s clear need for many organizations to be able to process
data faster and more reliably. Data mining involves the usage of analysis to detect patterns
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and allow predictions (Plunhett, 2006). Though it’s not a perfect science, the intent of data
miningis to gain small advanteges, because perfect predictions are impossible. These small
advanteges can be extremly profitable to business.
For instance, retail sales organizations have developed sophisticated customer
segmentation models to save them from sending sales materials to consumers who likely
won’t purchase sales. Banks and other orhanizations have developed sophisticated customer
relationship management programs (supported by data mining) that can predict the value of
specific types of customers to that oraganization, and predict repayment of lons as well.
Insurances companies have lng applied statistical of fraudulent claims. Tehe are onliy three
of many important data mining applications to business.
Data intelligent analysis refers to the analysis of tha large quantities of data that are stores
in computers. For example, computers allow the stor;s accouting system to more accurately
measure costs and determine the profit that store stockholders are concerned about.
Data intelligent analysis for business is also impressive. Toyota used the data
mining of its data warehouse to determine more efficient transportation routes, reducing tje
time to deliver cars to customer by an average pf 19 days. Data warehouse are enourmous
databases systems capable of systematically storing all transactional data generated by a
business organisation, such as WalMart. Toyota also was able to identify sales trens faster,
and identifythe best locations for new dealerships. Benefits were estimated to be 30$ million
per year in North America.
Data mining involves statisstical and/or artificial intelligence analysis, usually
applied to large scale data sets. Traditional statistical analysis involves an approach that is
usually directed, in that a specific set of expected outcomes exists. This approach is referred
to as supervised. There is more to data mining than the tehnical toola used. Data miming
involves a spirit of knowledge discovery (learning new and usefull trhings), whitch is
referred to as unsupervised (Chapman et all, 2000). Much of this can be accomplished
through automatic means. Data mining is not limited to automated analysis. Knowledge
discovery by humans can be enhanced by graphical tools and the idenification of unexpected
patterns through a combination of human and computer interaction
Business doamin and data mining technics
DM can be used by business in many ways. The key is to find actionable
information, or information that can be utilized in a concrete way to improve profitability.
Some of the earliest applications were in retailing, espcially in the form of market-basket
analysis (Shnueli et al, 2007). Table 1.1 shows the general application areas.
Table 1
Data mining application areas
Application Area
Banking
Credit Card
Management
Insurance
Telecomunications
Telemarketing
Humann Resource
Management
Retailing

Applications
Customer relationship
management
Lift
Churn
Fraud Detection
Churn
Online Informations
Churn

Specifics
Identify customer value
Develop programs to maximize revenue
Identify effecvtive market segments
Identify likely customer turnover
Identify claims merititng investigation
Identify likely customer turnover
Aid telemarketers with easy data access
Identify potential employee turnover

Affinity positioning
Cross-selling

Position products effectively
Find more products for customers

Banking. The industry was one of the first users of data mining. Banks have turned
to techology to find out what motivates their customers, and what will keep their business
(customer relationship management – CRM). CRM involves the application of technology
to monitor customer service, a function that’s enhanced through data mining support.
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Understanding the value a customer that’s vides the firm makes it possible to retionally
evaluate whether extra expenditure is appropiate in order to keep the customer. There are
many opportunities fro data mining in banking. Delloite Consulting found that only 31
percent of senior bank executives were confident that their current distribution mix
anticipated customer needs.
Fleet Financial Group has blended product- and customer- baased approaches.
Information is being used to provide customer focus within a product-based organization rather
than reoorganizing around customer groups, as other financial institutions have done. Fleet has
invesed about $30 million in data warehouse to support the entire organization. They also invested
about 60 database marketers and statistical/quantitative analysts, as well as specialists in decision
support and other ares. They expect to add an extra $100 million in profit.
Data mining provides a way for banks to identify patterns. This is valuable in
assesing loan applications, as wall as in target marketing. Credt unions use data mining to
track member profitability, as well as to monitor the effectiveness of marketing programs
and sales representatives. Thei also are used for member care, seeking to identify what credit
union customer want in the way of service.
Credit Card Management. The credit card industry has proven very pofitable. It has
attracted many card inssurs, and many customers carry four or five cards. Balance surfing is
a common practice, where the card user pays an old balance with a new cards. These are not
considered attractive customers, and one of the uses of data warehousing and data mining is
to identify balance surfers. The profitability of the industry has also attracted those who wish
to push the edge of credit risk, both from the customer and the card issuer perspective.
Insurance. The insurance industry utilizes data mining for marketing, just as
retailing and banking organizations do. But they also have specialty applications. Farmers
Insurance Group has developed a system for underwriting that generates millions of dollars
in higher revenues and lower claims. The system allows the firm to better understand narrow
market niches, and to predict losses for specific lines of insurance. One discovery was that it
could blower its rates on sports cars, which increased their market share for this product line
significantly. Farmers uses sevn databases and 35 million records.
Alta Analytics’NetMap for Claims searche for suspicious data using an
industrywide database from the National Insurance Crime Board. Consolidating data internal
and exxternal to the insurance company creates a data mart that can be used for expanded
searches. Other patterns this type of software can identify are unsual activities for specific
chiropractors and attorneys.
Human Resource Management
Business intelligent is a way to truly understand markets, competitors, and
processes. Software technology such as data warehouses, data marts, online analytical
processing (OLAP), and data mining make it possible to sift trough data in order tospot
trends and patterns that can be used by the firm to improve profitability. In the human
resources fields, this analysis can lead to the identification of individuals who are liable to
leave the company unless additional compensation or benefits are provided.
Data mining can be use to expand upon thhings that are already known. A firm
might realize that 20 percent of its emplyees use 80 percent of the services offerd, bud it
may not know which particular individual are in that 20 percent. Business intelligence
provides a means of identifying segments so that programs can be devised to cut costs and
increase productivity. Data mining can also be used to examine the way in which an
organization uses its people. The question might be whether the most talented people are
working for those business units with the highest prioryrt, or where they will have the
greatest impact on profit.
Database support to data mining
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Retail organizations generate masses of data from their cash registers. This
information requires very advanced data storage systems. An example is Wal Mart, which
has relied upon modern data management to gain a competitive advantage in supply chain
and inventory management, making it one of the most profitable business organizations in
the 21 Century. Wal Mart has invested in one of the largest private data warehouse systems
in the world.
Many organizations utilize internal data (such as that generated through their cash
register systems) as the basis for control of their operations. This can include a number of analytic
tools as optimization. Summer Rubber Company tied their data storage to algorithms that enabled
them to schedule production in a way that optimized use of resources.
The manipulation of data is a key element in the data mining process. Before data
mining can be conducted, access to appropriate data needs to be gained. Data mining and
other forms of analysis can draw upon data collected in internal systems as well as gather
data from external sources.
OLAP (online analytic processing) is a multidimensional spreadsheet approach to
shared data storage design to allow users to extract data and generate reports on the
dimensions important to them. Data is segregated into different dimensions and organized in
a hierarchical manner. There are many variants and extensions generated by the OLAP
vendor industry.
A typical procedure is for OLAP products to take data from relational databases and store
them in multidimensional form, often called a hypercube, to reflect the OLAP ability to access
data on these multiple dimensions. Data can be analyzed locally within this structure.
Figure 1 demonstrates the relationships of database products to data mining. Data
warehouse are not required for data mining, nor are OLAP systems (Wetten, 2005).
However, the existence of either presentss many opportunities to data mine.

Figure 1 Possible Relationships of Database Products and Data Mining

Data mining functions
Bose and Mahapatra (Bose, Mahapatra, 2001, pp. 211-223) also provided an
extensive list of applications by area, technique, and problem type. Problem types fell into
four categories:
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- Classification – uses a training data set to identify classes or clusters, which are
then used to categorize data. Typical applications include categorizing risk and return
characteristics of investments, and the credit risk of loan applicants;
- Prediction – identifies key attributes from data to develop a formula for the
prediction of future cases, as in regression models;
- association – identifies rules that determine the relationships among entities, such
as in market-basket analysis, or the association of symptoms with diseases.
The next table demonstrates the wide variety of applications of data mining
techniques to many functional areas. Many of these application of data mining combine
techniques including visualization and statistical analysis.
Area
Finance

Technique
Neural network
Neural network
Rule induction
Neural network
Neural network
Rule induction

Telecom

Marketing

Rule induction,
visualization
Neural network
Rule induction
Rule induction
Rule induction
Rule induction
Rule induction
Visualization

Others

Rule induction
Rule-based
heurisctics
Neural network
Rule induction
Genetic
algorithms

Application
Forecast stock price
Forecast bankruptcy
Forecast prices index futures
Fraud detection
Forecast interest rates
Deliquent bank loan detection
Forecast defaulting loans
Credit Assessment
Portofolio management
Risk classification
Financial customer
classification

Problem Type
Prediction
Prediction
Prediction
Detection
Prediction
Detection
Prediction
Prediction
Prediction
Classification

Loan approval
Forecat network behavior
Fraud detection
Churn management
Market segmentation
Cross-selling improvement
Analiza comportamentelor
stilurilor de viata
Product performance analysis
Customer reaction to
promotion

Prediction
Prediction
Detection
Classification
Classification
Association

Web page content similarity
Software cost estimation
Insurance fraud detection

Association
Detection
Detection

Budget expenditure

Classification

Classification

Classification
Association
Prediction

Conclusions
Data Mining is the extraction of hidden predictive information from large databases. This
is a new powerful new technology with great potential to help companies focus on the most
important information in data warehousing (Landon, Traver, 2006). Data mining tools predict
future trends and behaviors, allowing businesses to make proactive, knowledge-driven decisions.
"The automated, prospective analyses offered by data mining move beyond the analyzes of past
events provided by retrospective tools typical of decision support systems" (Pilot).
Data mining is important to large systems because it finds things in large data
repositories that you did not know existed. A simple metaphor would be finding two needles
in a haystack that match. The haystack is the database, the individual lengths of the hay
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represent your data fields, and the needles represent data fields with a relationship worth
more to you than all the hay put together.
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Abstract. Since 2000, EU economic assistance in Romania is based on three
important financial instruments: PHARE, ISPA, and SAPARD, which will become Structural
Funds: European Social Fund, Cohesion Fund and Fund for Agriculture and Rural
Development. The yearly allocation from EU across all three instruments starting with 2000
is equivalent of more than 25% of all the investments under the national budget, this means
that European funds - Pre-Accession Funds and Structural Funds - can be an important
investment source for national development priorities. The first step in the capitalization
process of this opportunities is development of mechanism for improve the accessing level.
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Introduction
The European Union has initiated a series of programs for the support of reforms
and the realization of adherence issues for Central and Eastern European countries in which
transition processes towards a real and viable market economy are carried out. The yearly
allocation from EU across all three instruments starting with 2000 is equivalent of more than
25% of all the investments under the national budget, this means that European funds - PreAccession Funds and Structural Funds - can be an important investment source for national
development priorities. Romania is the beneficiary of nonrefundable, external funds
awarded by EU organisms on the basis of special projects conceived for the support of
candidate countries: PHARE, SAPARD, and ISPA.
Pre-accession funds
PHARE - The program finances the transfer of expertise, equipment, professional
training and works in public sectors like: privatization and factory restructuring,
environment protection, the protection of public health, job security and the reduction of
unemployment, projects for the rehabilitation of the road and railroad network.
SAPARD - This is a special, pre-adherence program for agriculture and rural
development, instituted by the EU, by taking into consideration the role of the agricultural
sector in the economic, political and social life of the candidate countries.
ISPA - This program facilitates the offering of financial assistance in 2000-2006 for
the support of two fields:
•
Environment – the fulfillment of conditions imposed by the community
environment legislation;
•
Transportation – the extension of trans-european networks eastward.
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Evolution of EU Funds in Romania
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Source: Delegation of European Commission – EU Assistance in Romania: Pre and Post
Accession Support, Bruxelles 2007.
Nonrefundable post-adherence funds represent financial assistance given by the
European Union for multi-annual regional development programs, with the use of the
Structural Instruments (four structural funds) and of the Cohesion Fund.
Structural funds
The financial packages allocate to Romania in post-adherence funds between 20072009 according to the European Commission’s proposal totals 5973 million Euros, allocated
as follows: 2/3 for the Structural Funds and 1/3 for the Cohesion Fund.
The fundamental difference between these two post-adherence funds (the Structural
Funds and the Cohesion Fund) is that the Structural Funds finance programs, whereas the
Cohesion Fund finances projects. At present, four Structural Funds allow the EU to offer
nonrefundable financial assistance in order to resolve structural economic and social issues.
The four Structural Funds do not represent one financing source within the EU’s budget, but
each fund covers its own specific zone:
 The European Social Fund (ESF)
 The European Regional Development Fund (ERDF)
 The Guidance Section of the European Agricultural Guidance and Guarantee
Fund (EAGGF)
 The Financial Instrument for Fisheries Guidance (FIFG).
The European Social Fund was started in 1958. To the end of strengthening social
and economic cohesion and of contributing to the implementation of the “European Strategy
for Work Force Usage”, ESF has the responsibility of improving employment opportunities
for laborers and the unemployed on the Unified Market, by means of increasing their
mobility and of facilitating their adaptation to industrial changes, particularly through
vocational instruction and reinstruction, as well as through recruitment systems.
The European Regional Development Fund (ERDF) was started in 1975 and has
become the main instrument of the Community’s regional policy. ERDF objectives are,
mainly, the promotion of development and structural adjustment in regions whose
development lags behind and the support of economic reconversion, redevelopment and
development of structurally challenged areas, including declining industrial regions,
troubled urban areas, crisis areas and areas dependent on fishing and service. It can finance
infrastructure projects, job creation investments, ITC investments, local development
projects, assistance for small and medium-sized companies, etc.
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The Guidance Section of the European Agricultural Guidance and Guarantee Fund
(EAGGF), also started in 1958, finances measures of rural development and assistance for farmers,
particularly in regions with lagging development. It is meant to improve the efficiency of agricultural
and wood products’ marketing, processing and production structures, and to develop local potential in
rural areas. The Guarantee section of this fund supports rural development as part of its Common
Agricultural Policy in other areas of the Union as well.
The Financial Instrument for Fisheries Guidance (FIFG), started in 1993,
contributes to the adaptation and modernization of the fishing industry by removing surplus
capacities and orienting the industry towards the supporting of an integrated development of
coast regions that are powerfully dependent on fishing.
Estimated Financial Allocations Structural Instruments 2007-2013
Table 1
million Euro
2007
1.399

2008
1.972

2009
2.603

2010
2.603

2011
2.603

2012
2.603

2013
2.63

Total
16.389

Source: Delegation of European Commission – EU Assistance in Romania: Pre and Post
Accession Support, Bruxelles 2007.
The Fund supports actions whose purpose is to attain a sustained balance between
resources and exploitation; the promotion of the development of economically viable
enterprises in the fishing sector; the improvement of market supply and the increase in value
addition to aquaculture and fish products by means of processing; the revitalization of
industries which depend on fishing and aquaculture. Aside from the financing necessary for
fleet renewal and industrial investments, the fund finances these measures with a view to
searching for new markets and alternative activity sectors.
Indicative Financial Package for ROMANIA 2007-2009
Table 2
Commitment appropriations
2007
2008
2009
Total
Million EURO
Agriculture – market measures
249
244
239
732
Agriculture – direct payments
0
405
476
881
Agriculture – rural development
577
770
961
2308
Structural operations
1399
1972
2603
5973
Existing internal policies
244
248
252
744
Institution building
26
17
8
52
Sub-total Internal Policies
270
265
260
796
Source: Delegation of European Commission – EU Assistance in Romania: Pre and Post Accession
Support, Bruxelles 2007.

We can easy observe that the EU financial programs for 2007-2009 are an important
investment source for agriculture and an important financial support for internal policies.
Conclusions
Structural funds are an important source for realization of the National
Development Priorities for 2007- 2013, that means: increasing of economic competitiveness
and development of the economy based on know-how; development and modernization of
transport infrastructure; protection and improvement of environment quality; development of
human resources, increasing the employment measures and combating the social exclusion;
development of rural economy and increasing productivity in the agriculture sector.
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The importance of environment costs and their macro and micro-economic
effects
The studies regarding environment protection have become more and more insistent,
especially staring with the years 1970, representing the significant multiplication of industrial
development negative effects over environment, expanded at the planetary level.
At the Environment Conference in Stockholm in 1972 a warning was given for the
first time regarding the necessity of taking coherent actions at both macro and microeconomical levels in order to diminish the negative ecologic phenomena that became every
day more worrying.
The world economy an the human society in its whole, were facing a profound ecocrisis that required, in order to be overcome, to change traditional practices depending on the
environment preservation requirements and environment bookkeeping could become the
area of significant decision making in this respect.
Integration of environment exigencies in the national and international
bookkeeping norms
Tendencies and exigencies of the European Union
From the very beginning the studies regarding economic development have made
room to an obsession regarding the capacity of sustaining the growth.
The environment ratios and “green” bookkeeping are trying to reveal the
interactions between economy and environment. A better development quality is actually
looked for, which can be seen as a condition for the growth. The purpose of the environment
rations and “green” bookkeeping is to show the way for sustainable development and to help
understanding the impact of contemporary policies, attitudes or simply life styles.
Environment integration into the national bookkeeping
Principles applied in the development of “green” bookkeeping concept
The European Union has made from the combination economy – environment one
of its quasi-constitutional missions.
There are more distinct opinions on how nature should be considered in the national
bookkeeping. The differences are due to the variations between economic and environmental
approaches:
• The national bookkeeping records only the market transactions, while
environment is a non-market phenomenon;
• The national bookkeeping considers only cash flows, while the environment is
characterized by physical flows and stocks;
• The national bookkeeping deals with what is happening today, while
environment requires a long term effects’ analysis.
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Types of environment costs
Conventional costs
These costs are the determined by the use of raw materials, utilities, capital goods
and suppliers; they are found in the costs accounting and the investment budget but are not
usually considered as environment costs. From ecologic point of view, it is preferable to
reduce the costs seen from environment deterioration point of view and those with nonregenerating resources. It is important to take these costs into account when environment
decisions are made, even if they are not seen as environment costs.
Potential hidden costs
In this category are included anticipated costs generated by expenses before the
actual start of production process. They may comprise location costs environment oriented
planning of the processes and products, suppliers’ qualification, alternatives’ evaluation
regarding pollution control equipment. If all these costs are classified as indirect costs, they
may be easily forgotten in the analysis and operation decision processes. In addition, the
fixed and willingly assumed costs in the operation process, considered by many companies
as indirect costs, can be overlooked by the managers and analysts in charge of current
operations. The amplitude of these costs is difficult to determine when they are mixed up
with all the indirect costs. Highlighting these costs helps differentiating those referring to
environment protection activity.
Unforeseen costs
The costs that may or may not be necessary for the future activities, named
unforeseen costs, are best described in probabilistic terms: their expected value, their size or
the probability to exceed a certain level. Such costs may be those for the remedy or
compensation of a future environment polluting accident (i.e. an oil leakage), penalties for
future violation of regulations etc.
Image costs
These costs are considered less tangible (or intangible), because they improve the
image of the company in front of the customers, employees, community or other partners.
These costs are company’s image or relationship costs.
This category may comprise the costs of annual environment reports and to keep the
relationship with the community, willingly undertaken costs for the environment activity.
Identifying environment costs
Identifying and defining environment costs associated to a product, process or
system is very important for good managerial decision making. Achieving the objectives for
environment costs reduction, extending the recovery processes and improving environment
performances require focus on current, future and potential environment costs.
Distinguishing environment costs from other general costs generated by company’s
economic activities depend on how the information is used. Furthermore, there is unclear
whether certain cost is environment related or not: such costs are actually in a gray area and
can only partially be classified as environmental costs.
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Environment costs evaluation – an opened issue of the national bookkeeping
The concepts of “costs produced” and “costs sustained” correspond to the two
possible issues referring to the analysis of economic activities impact over the environment:
• Centering the analyses on the economic activities impact over environment, no
matter the period of time and the country where the economic activity cause
environment deterioration.
• Centering the analyses on environment condition and the effects as regarding the
dynamics of welfare in a certain country and period of time, no matter the
economic activities that determined environment deterioration.
Taking into consideration the issues regarding the negative impact of economic
activities over environment means using the concept of costs produced; for the second
approach, the analysis implies the use of costs sustained concept.
The connections between economic activities generally speaking and natural
environment deterioration, as well as the consequences of environment deterioration over
the welfare of the population are complex, raising many difficulties for the proper analysis
and measuring. The effects of economic activities over environment disregard administrative
or geographic boundaries. More than that, natural environment deterioration is often
produced in the conditions of an important time gap between the causes and the first effects.
In this way, the analysis of the immediate impact of economic activity over natural
environment cannot always reveal the costs and risks associated with environment
damaging. Also, a special importance has to be given to the consequential effects of natural
environment deterioration on economic activities and their performances.
The analyses performed at national level determine both finding the responsibilities
for environment deterioration and the incidence of environment deterioration effects (costs)
over economic activities, absorbed by all economic activities or only by some of them.
The evaluation of costs produced is made by means of maintenance costs,
necessary for the prevention and reduction of natural environment deterioration. The
concept of maintenance cost reveals the necessity to comply with all requirements for the
economic development of a country, in the sense of maintaining the natural environment
intact from quantity and quality points of view. On the contrary, the concept of costs
sustained involves evaluation methods compatible with the values estimated by companies
regarding economic activities impact over natural environment. For production activities,
the costs sustained are estimated when they reveal the actual market values or are attributed
effects of environment deterioration.
In estimating environment effects over the general welfare, the use of random
evaluation method was proposed, such as the payment trend approach and similar methods.
Such evaluation is applied in case the re no market evaluations regarding
environment quality deterioration. In case the use of natural resources is not transacted on
the markets, directly or indirectly, the non-market evaluation may be applied. This type of
evaluation is applied, in principle, on direct and indirect evaluation techniques.
Direct evaluation method is nonetheless subjected to certain disputes: many
economists have doubts regarding the actual possibility to determine monetary values of the
individual preferences for environment and absence of market. The situation when the
amount of money the population is willing to spend for the improvement of natural
environment is not the same with the amount that must actually be paid has also to be taken
into consideration.
As regarding indirect evaluation techniques, they use, as a rule, the concept of
opportunity cost.
In order to achieve convenient estimations of costs produced and costs sustained
three versions must be taken into account, reflecting three different evaluation methods:
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Environment integration into the national bookkeeping
In the 4th version of SICEM, the actual costs are subjected to classifications. These
costs are defined on one side by the quality of the costs sustained by certain companies,
meaning with activities affected by environment deterioration. On the other side, the
companies did not necessarily produced environment deterioration, which justifies the
separate approach of the costs produced. For instance, the sewerage systems sustain the
consequential environment costs of production activities in industrial sectors. Also, the
Government may be regarded as restoration agent of the natural environment damaged by
economic activities, but on their turn, government activities put some pressure that
contributes to the modification of ecologic balances.
Actual environment costs and the imputed ones may be classified, in the conditions
of various natural environment use types, into the following categories:
• Exhausting costs, referring to the quantity-wise exhaustion of natural resources
(e.g. soil, water or biological resources etc) because of various economic
activities;
• Deterioration costs, referring to natural environment quality deterioration. The
quality-wise impact over environment may comprise ecosystems deterioration
due to economic activities or residues discharge into the natural environment. In
this way the deterioration costs regard both the costs caused by the economic
activity and the ones derived from environment already deteriorated condition,
effects resulted from industrial and sewerage sectors. In these circumstances the
actual restoration costs may contribute to the reduction of previous or current
costs of damages.
Environment costs instruments
The evolution of environment policy and the changes registered by this one in time
are reflected not only by its objectives and priorities but also by the continuously increasing
number of implementation instruments. One may speak, thus, about development of three
types of instruments: legislative, technical and economic – financial, plus a set of supporting
instruments, rather corresponding to environment protection new trends and strategies.
The environment policy in the European Union mainly coagulated by a series of
minimum environment protection actions having in view to limit pollution, followed by a
horizontal process centered on the identification of the actual causes and the obvious need to
take a stand and apply financial penalties for environmental damages. This evolution leads
to the following action principles:
• The principle “the polluter pays”, according to which the polluter bears all the
expenses for the pollution elimination actions as set by the public authorities; the
costs of these actions will be reflected by the production costs of the products
that caused the pollution;
• The principle of preventive action: grounded on the general rule that “it is better
to prevent than repair”;
• The principle of precaution: meaning taking all precautions when a certain
activity threatens to affect the environment or human health, even if there is no
fully scientifically proven cause-effect relationship;
• The principle of high environment protection: stipulating that EU environment
policy should aim to get to a high level of environment protection;
• The principle of integration: stipulating that environment protection requirements
should be present in defining and implementing of other policies of the EU;
• The principle of proximity: aiming to encourage local communities is
undertaking responsibilities regarding wastes and pollution.
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Environment costs effects on production costs
In evaluating the environment functions it is important to make correct economic
decisions.
An economic activity may affect the production, costs and profitability of other
entities due to their determined outcomes over environment and the welfare of the
consumers due to the changes caused to the market.
In determining the impact on the receiver, it is often difficult to separate the effect
due to a certain cause from the other similar, which is obvious in case of air pollution
coming usually from a multitude of sources.
Determining the effect of one action on production requires designing some
scenarios.
Thinking such scenarios mainly grounds on the cost - benefit analysis and risk
analysis.
Cost – benefit analysis defines the costs and benefits in a particular way, going
beyond the individual comparison, to society level.
Minimum estimations of the benefits of avoiding or attenuation of damages
represent so-called response costs; on their turn, they are constituted of two types of costs:
• Prevention costs;
• Replacement costs.
Prevention costs are those expenses made to avoid certain damages the people are aware
of before they are produce. These expenses are used as subjective evaluations of the minimum
benefits obtained from avoiding environment damage and made before a negative event.
Replacement costs are those expenses made in order to correct a certain unfortunate
situation after the actual event.
International Accounting Standard 2 (IAS 2) “Stocks” in referring to the expenses that
may be included in the production costs stipulates that “they are included in the production costs
only if they have a contribution to bringing the stocks in the form and at the location where they
are at present”. So, in the present situation one should ask in what extent the pollution prevention
and elimination costs may or may not be included in the production costs.
The economic practice provides that companies must spend for environment
protection. Some of the most important expenses are for pollution prevention, expenses for
the evaluation and reduction of pollution effects, environment pollution remedy expenses.
In order to measure the performances, forecasted costs are calculated (previously
calculated, preset), which are then compared with the actual costs (real costs).
In this way, as environment is concerned, one must specify that increasing
environment protection standards in these countries can only have beneficial effects on
European and global levels and will certainly determine the improvement of the general
environment situation with long term visible effects. From economic point of view, aligning
the industries of these countries with the environment standards of the EU means massive
refurbishment of the plants and facilities and contributes to the development of production
market for such technologies and equipments – and furthermore, supporting the economic
growth of EU.
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Abstract. Lots of Europeans think of globalisation with frustration. Trying to become
competitive seems to be so difficult. But the Europeans have the advantage regarding the new
global competition, advantage for which they should thank to Jean Monnet and Jacques Delors,
who had created the unique market before the globalisation became known for all the people.
Only the competition opened in a unique market allows the European people to
compete at a global level. But this is not enough. There must be more daring policies.Is
going Romania, a postcomunist country, to succeed in getting beyond over the obstacles
apparently very difficult?
Key words: competence, European unique market; investements; economic
opportunities.
REL Codes: 10 J

Lots of Europeans think of globalisation with frustration. Trying to become
competitive seems to be so difficult. But the Europeans have the advantage regarding the
new global competition, advantage for which they should thank to Jean Monnet and Jacques
Delors, who had created the unique market before the globalisation became known for all
the people.
Only the competition opened in a unique market allows the European people to
compete at a global level. But this is not enough. There must be more daring policies.Is
going Romania, a postcomunist country, to succeed in getting beyond over the obstacles
apparently very difficult?
In order to achieve the competence on the European unique market, Romania tries
to have o growth regarding the economic competence and the development of an economy
based on knowledge. As Romania is now a part of the EU, it has to achieve the convergence
with the European politics both in real terms, but also absolutes values.
The process of reducing the difference between Romania and the others means
keeping some rhythms of growing sustainable between 2007-2013, but also macroeconomic
equilibriums at a stable level. The most important factor of an economic growth, on an
opened market to high concurrence, is the one of growing the economic competence.
Moreover, taking into consideration the European trends and the globalisation’s challenges,
using the competitive advantages should be a permanent objective.
Even if Romania has made a substantial progress during the last years, the country
has serious differences in competence if it is compared with Western and Centre European
countries. The causes of this undevelopment are at the level of every element, which
generate the competitive capacity. All mean low productivity, which emphasizes the
problem of competence in Romania.
There are more factors with a negative influence on the competence. In spite of the
progresses registered regarding the efficiency and the reglementation of the financial sector,
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the access of companies to capital is still limitated. Using some old technologies and
equipments reduces the productivity in the majority economic sectors.
The sector of Micro and Macro Enterprises (MME) is probably the most affected,
due to the low direction towards the productive activities. Despite of a positive dynamic
registered during the last years, both regarding the bigger orientation towards the productive
sector, but also the entrepreneurial spirit, the contribution of MME to GDP is still low,
which demonstrate the necessity to stimulate the quantitative and qualitative growth in this
sector. The access of MME to capital, technology and infrastructure is under the level that
guarantees the important role of MME to consolidate the economic competence, especial
regarding the adaptability to the requests of the market and the introduction of the
innovative processes.
The low abilities in the management of a company are a disadvantage. The majority
of the Romanian enterprises still base their strategies on reducing the costs, contrary to the
increasing of productivity. The infrastructure of the business and services offers to the
companies through these are in an undeveloped level. Even if approximately half of the
occupied work force is in sector of MME, this sector has an extremely limited access to
consultancy services.
The scientific research is affected because of the low distribution of public and
private funds, the insufficient number of specialists with high qualification and the
inefficiency of the process of technologique transfer. The last negative factor refers to two
aspects: low orientation of the research towards the demand and the missing of infrastructure
which allows that the results of research to transform in application.
The Romanian economy has a low development also in industry and support
services. Lots of economic sector base on natural resources or are a result of a forced
industrialisation. These factors don’t stimulate the cohesion and the cooperation in these sub
sectors, but affects the productive cycle and the possibility to create added value.
However, there are opportunities that Romania can explore in order to increase the
competence. For example, some economic sectors should be freer in comparison to the same
sectors but in other countries of the EU, such as the energetic one and the sector of
telecommunication. This degree of freedom conducts to an accelerate development at a horizontal
level. The human capital from Romania is an important source of competitivity, not necessary
through the low costs of work force, but through the level of qualification, which offers a solid
base for creating the specialists. The dynamic of foreign investments and the turistic potential
demonstrates the existence of an opportunity of competitive growth.
The new period at a global and European level is the one of an information revolution.
Though in a modern economy, the Technology of Information and Communication (TIC) have a
strong impact on the competence of the companies. The writing papers demonstrate that an
efficient adopt of TIC contributes at approximate half of the growing of the productivity of the EU
enterprises. Using TIC stimulates the development of the productive sector of goods and services
through the access of new markets, promoting and selling the goods and services through
electronic ways, decreasing the costs. Simultaneously, the new technologies help the management
of companies in taking the decisions.
The contribution of TIC to the economic growth depends on the development of the
TIC sector, but also on its’ degree of utilisation in economy. The Romanian progress in this
sector is unsatisfied. There are delays regarding the access to the internet, the services of the
informational society, the integration of the IT in economy, the indicator of IT is essential
for describing the percent of innovation in a society based on knowledge, especially because
of the spread of IT equipments, services and software applications. The causes could be
represented by the lack of financing, low degree of investments of the public sector and the
low utilisation of the informational technology at the level of companies.
Romania has differences from the medium of EU-27 also regarding the utilisation
of computers and the access to the Internet. This is a negative effect on the Romanian
competence, because the utilisation of computers and the access to the Internet represent
major factors of the economic development.
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Romania still has a low level of computers, even if there is a growing of the selling of
computers over 50 %. Lots of the undeveloped regions don’t have the base infrastructure to ensure
the connection to the Internet, and in some cases there is no infrastructure for the telephone.
An example for Romania could be the one of Estonia. In 1991, Estonia developed
from a sovietic country, imposed for 50 years, and the building of an infrastructure
necessary for a competitive commerce, which should made face to an international
competence seemed very hard to achieve. Fortunately, the whole world was at the entrance
in a new period of evolution of the information, so that choosing the new infrastructure of
the informational technology Estonia was capable in a short time to play in an environment
based on equal competence.
Investments both in the private, but also public sector allowed this country to
achieve a level of IT over the EU medium from the middle of ’90. Until 2000, the IT
development of Estonia in the government services and sectors such as the banking one
achieved a high level (few European countries had this level). For example, since the end of
the ’90, approximately 98% of the banking transactions of Estonia have been based on the
Internet. It seems the high level of informatics-helped Estonia to realise a quick economic
growth of 11% in 2006.
Will be able Romania to follow the model of Estonia, through which to increase the
efficiency of the activity of government, to reduce the birocracy, to inoculate the corruption
and to create a smaller and cleaner public sector? The same thing is available for the private
sector too, where it seems to have an evolution.
Even if lots of people are fired, the accent on IT will help Romania to develop as a
more competitive country, where the high productivity will sustain a fast economic growth.
On the other hand, the informatics will make Romania not to be based on a cheap work
force, but it is going to be necessary the creating of new technology.
A high spread of broadband infrastructure is essential for the development and the
distribution of services and applications such as e-healthy, e-business, e-government and eeducation, which are essential for the development of Romania.All these big deficits of
infrastructure cannot be solved, only through big investments, from the private companies
and public institutions.
Europe has allocated big sums for Romania in order to develop. The European
politics don’t allow the intervention in the national politics. Because of this each member
has to establish its’ own rules of allocating the money, following its’ own strategies. But we,
the Romanian people, don’t have strategies and moreover we are not interested in having.
We are disturbed by the chaotic budgetary allocations. The Romanian state is optimist
regarding the absorption of European fonds. It is said that the money aren’t lost, that they
are coming back during the following years. So, we may stay calm. It doesn’t matter that
Romania has already given money to the European budget. It doesn’t matter that the
difference between the other European countries and us is very big and the periods of
transition that we have in some sectors show that we still have decades in order to be truly
integrated. It doesn’t matter that the differences of development are bigger and bigger. Why
to be such in a hurry to develop?
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Abstract. The HACCP concept has become synonymous with the FOOD'S SAFETY,
is recognized on a global level as a SYSTEMATIC and PREEMPTIVE approach of the
potential dangers at microbiological, chemical and physical nature which are approached
in a coherent anticipation and preemption process before the inspection and testing of the
finished product.
HACCP is necessary to the firms which produce foods which analyze the processes
in a rational, scientific method, in the purpose of identifying the critical control points,
establishing the critical limits, the monitoring of the work procedures.
This system supplies the highest safety grade of the fabricated products and insures
the lowering of the dependency of the final decision regarding its safety to the final
inspection and testing.
The applying of a HACCP system in a company will enables the producer: to
determine the conformity of the fabricated products with the legal reglementations and to
take corrective measures which are imposed before the reglementations agencies intervene,
or before the image of the firm is affected; to act preemptively, this makes it more efficient in
insuring that the fabricated products are safe.
It must be underlined that HACCP plan has a high level of specificity; a HACCP
plan is elaborated for a certain product, in terms specific for a certain producer.
Key words: quality; control; risk analysis; critical control points; management of
food safety.
REL Codes: 14E , 14Z
Introduction
It is known that a quality management system is used to obtained and maintain the
quality level declared by the producer.
The aspects referring to the safety of the fabricated food products are always a
component of this quality. These represent on one hand, the base of the quality requirements
referring to the product imposed by the buyer and on the other hand, the minimal number of
requirements established by the law system for the foods' safety.
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The requirements for the food's safety are an object of the quality management
system. At the base of this approach lies the concept of merging the two systems, HACCP
and Quality Management system, which in the case of food production are not justified as
being in need of separate treatment.
The HACCP system, constitutes the “foundation stone of food safety” through the
fundament or scientifically, is an internationally recognized work method, and is estimated
as the best foods' safety system.
The principle at the base of the HACCP system is: “Build quality and safety in a
product, before inspecting the finished product.” The principle actually describes the
contribution of this system in what regards the preemptive role in realizing the foods' safety.
The HACCP demonstrates its force, starting from a simple principle, exactly: “the
best way to offer high quality safe products is to build up the safety through the processes,
by preventing the problems since they appear.”
Particularities of Hazard Analysis. Critical control points system
Implementation of the HACCP is necessary and an opportunity because:
 it is necessary for the insuring of the respecting of the specific legal
reglementations;
 insures credibility for the market products;
 is comparable for the guaranteeing of the products' safety with the applying of a TQM
system (Total Quality Management) in conformity with the ISO standard series;
 is a viable alternative in the aliment safety management;
 is an integrating part of the other management systems in the organization.
The HACCP concept is sustained by the Codex Alimentarius Commission and has at base:
 the identifying of all the potential dangers of biological, chemical and physical
nature;
 the analysis of the potential dangers associated with each phase of the
technological process;
 the defining of the methods needed to control them;
 the insuring that these methods are effectively put in practice and are efficient.
The success of applying the HACCP concept in an organization is insured through
the fact that:
 the transition form a control system to a danger prevention system;
 the efficient risk prevention;
 the applying of clear, structured and systematic methods;
 a better keeping under control of the products specially fabricated and of the
organization in general.
The advantages of implementing the aliment safety management system in an
organization in the food chain:
 supplies the highest safety grade for the fabricated foods;
 insures a fast and on-time response to the problems referring to the foods' safety;
 lowers the dependency to the decision regarding the guaranteeing of the safety of
the fabricated foods, to the final inspection and/or testing;
 it can apply it on the whole food chain from the prime material to the finished
products;
 it is based on a systematic approach of the up-to-date scientific and technical
information in the food domain;
 insures a more efficient use of resources, resulting in substantial savings in the
processing sectors through lowering all the loses;
 insures the growth of the responsibility and control grade at the level of this
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activity sector;
 insures a bigger responsibility to the persons implicated on the whole food chain

in guaranteeing and understanding of the problematic regarding the FOODS'
SAFETY;
 insures the growth of the consumers' trust in the firm's products;
 the HACCP system can be upgraded whenever changes occur due the technical
novelties in designing of the equipment and technological development.
The HACCP system implementation in enterprise assumes a complex activity,
which is realized advancing trough several steps, as:
1. The taking of the decision concerning the HACCP system’s using, by the
enterprise’s management;
2. The quality policy elaboration, respectively the HACCP plan’s objectives;
3. The training and constitution of the team that will be occupied with the
elaboration and the implementation of the HACCP system;
4. The HACCP plan’s elaboration for a single product;
5. The experimental implementation of the HACCP plan for a single product
6. The evaluation of the experimental application evaluation and the eventual
deficiencies correction;
7. The verified and modified HACCP plan’s application;
8. The implementation of HACCP plans for all the products obtained in the
respective enterprise;
9. The HACCP system’s verification, revising and actualization for each product.
The HACCP plan is elaborated by the head management of the unit, together with
all the departments/services managers involved in the production process.
To elaborate a efficient HACCP plan in a foods industrialization enterprise, it is
necessary that the team, which is involved in the elaboration and it’s implementation, to be
multidisciplinary, with representatives for all the sectors/sections of the enterprise (technologist,
microbiologist, apparatus/equipment problem expert, HACCP expert, representative of the
“Quality” department, agro-zootechnic sector specialist/supplier representative).
The designed persons to be part of the HACCP must accomplish different
conditions, as:
 To have a good know ledge of the enterprise;
 To have worked at the enterprise at different levels;
 To be able to make large connections to high level;
 To develop, apply, maintain and revise the HACCP plan concerning necessities;
Once the team is made up, the next step is the HACCP plan’s elaboration. It must
be easy, easily understandable and applied by the entire unit’s staff.
In the small enterprise, where there cannot be organized a multi-disciplinary team,
made of the respective enterprise’s staff, one could appeal to extern consultants and/or at
generic HACCP plans. To remember, in this case, the HACCP plans must be adapted to the
products, operations, specific conditions for the respective unit.
Regarding the norms imposed by the Alimentarius Codex Commission (1997), for
the HACCP plan’s elaboration there must be followed the next steps:
 the reference terms definition;
 the and product it’s distribution describe;
 the intentional use of it, respectively by the product’s consumers identification;
 the flow diagram constitution of the products obtain process;
 the field verification of the respective flow diagram;
 risk analyze leadership;
 the critical control points for the product involved;
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the critic limits establishment for each critic control point;
the establishment of a monitoring system for each critic control point;
the action plan corrective elaboration in the respective product obtain process;
the documentation keeping system establishment;
the plan and verifying modalities of the HACCP establishment;
the validation of the HACCP plan;
The CCP monitoring is made of verifying, through different methods, of the fact
that, the applied procedures in every CCP (remaking, manipulating, hygiene etc.) respect the
established criteria.
In the apply of the HACCP system is used several monitoring methods, between which:
 Visual observation;
 Sensorial appreciation;
 Physical-chemical determination;
 Chemic analysis;
 Microbiological analysis.
The monitoring method, operation frequency, the control plan etc. are established
linked to the incidence and the risk’s seriousness.
The corrective actions are a key element in the HACCP system. When there is an
obstruction in a critic control point, there must be organized, as fast as possible, corrective actions.
The corrective actions’ objectives are:
1. The cause’s that determined the appearance of the specification obstruction
correction;
2. The consumer’s protection through the insurance of alimentary security (in the
distribution network must not appear altered products, with deviations from
quality).
The HACCP team elaborates procedures for the corrective actions found in the
HACCP plan. The lose of the control and corrective actions made are recorded and
constitute a part of the HACCP documents.
In order the HACCP plan to be efficient and operational, for each activity there
must exist operational procedures; the procedures must present clearly, detailed, the
derulation way of the activity on all the production process.
In a unit where is applied the HACCP system, there must be established procedures for:
 The HACCP plan’s validation and verification;
 The critic points validation and verification;
 The whole HACCP system’s validation and verification;
 The existing and used in the unit preliminary programs’ verification;
 The CCP’s monitoring;
 The un-concordance product’s control;
 The records’ upkeep.
In the HACCP system’s operating there must be paid attention to the detail grade
concerning the traceability, in the production, and after the delivery.
A HACCP system’s documentation includes documents that stand at the basis of
the HACCP plan’s elaboration and implementation (support-documentation) and record
resulted in the time of the application of the HACCP system. The specialist in the field
recommends the next categories of documents to obtain good results in this system’s
implementation:
 Risk analysis summary;
 The HACCP plan for each product made in the respective unit;
 Support documentation;
 Daily operational records.
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In most cases, the risk analysis summary is made under the form of a table; often,
these tables contain also a column for recording the justifications for the team’s decisions
(the information is necessary for the periodic validation of the HACCP plan).
The HACCP plan can be included in the HACCP manual or in an ordinary work file.
The support documentation has the role to guarantee that the implemented HACCP
plan will insure the production of safe alimentary goods. It is constituted by documents
associated with risk analysis, CCP establishment and of critic limits, monitoring methods
establishment and of corrective actions, verification procedures etc.
The daily operational records must be made in printed standardized forms.
Any revision of the HACCP plan must be recorded immediately in the HACCP manual.
Some enterprises make registers for each CCP established by the HACCP team.
Thus in, a milk production enterprise, to obtain the natural yoghurt we can find: raw milk
reception register, pasteurization register, fermentation register, labeling register, phase
analysis register, natural yoghurt analysis register. Beside these, there are register for
activities monitoring with an important role in the establishment of the final quality of the
yogurt, as: sanitation register, equipment wash/disinfection register, milk transport tankers
wash/disinfection register, deteriorated equipment register, reclamation evidence register.
Any HACCP system presumes and a verification phase of the HACCP program,
which is made by the supplementary tests, records analysis, consumer’s opinion’s evaluation
concerning the product in cause. Usually, the verification is made through an internal audit
and, rarely, through an external audit.
Conclusions
HACCP is necessary to the firms which produce foods which analyze the processes
in a rational, scientific method, in the purpose of identifying the critical control points,
establishing the critical limits, the monitoring of the work procedures.
The applying of a HACCP system in a company will enable the producer to:
 to determine the conformity of the fabricated products with the legal
reglementations and to take corrective measures which are imposed before the
reglementations agencies intervene, or before the image of the firm is affected;
 to act preemptively, this makes it more efficient in insuring that the fabricated
products are safe.
The applying of a HACCP system in an organization can only be made in the firms
which:
 work in technical and technological conditions which respect the good
processing practices (GMP) and the legal requirements which refer to the
hygienic food production;
 have a corresponding implementation grade of these requirements;
 insure the accord and direct implication of the organization's leadership and of
the personnel who operates in these processes;
 have a multidisciplinary approach of the processes from the firm which
correspondingly includes knowledge of: agronomy, veterinary medicine,
microbiology, public health, alimentary technology, surrounding environment
health, chemistry etc.
To obtain good results, through the application of the HACCP system, in the
respective enterprise must exists a full engagement for the safety for the products and for the
HACCP concept.
The HACCP system has a high level of specification; a HACCP plan is realized for
a certain product, made in a certain enterprise, with certain equipment and a certain staff.
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The characteristic details of the respective unit are more important than the general
conditions.
Because it is difficult to elaborate simultaneous HACCP plans for all the products
that are made in an enterprise at a certain date, the head management will decide the order in
which the products will be approached.
It can be said that the HACCP method has a dynamic character.
The revision, actualization and the upkeep of a viable HACCP system will
permanently assure quality and inocuity of the produced products.
Using the HACCP, the manager of an enterprise can get daily reports referring to
the products’ safety that the produces. Addition, it is able to identify the situations in which
it is necessary to intervene in the fabrication process before the appearance of a problem
concerning the products’ safety.
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Abstract: One of the major problems that the contemporary society is confronted
with is how to manage its financial resources. Thus, there can be situations where a certain
liquidity is available and can be deposited (invested) into an interest bearing account, and
situations when a certain inflow of cash is needed (for an investment), situation where
interest bearing loans are used.
So, the notion of interest comes to be as a revenue of a bank investment or the
price paid by a borrower for using a certain capital over a period of time.
Another important aspect that has to be presented in regard to financial capital
management is the use of the bill of exchange before the due date through the discount
mechanism.
In this article we wanted to present the theoretical aspects referring to interest and
discount, also creating practical models for applying these concepts in real economic activity.
REL Codes: 11Z
Key words: investment; simple interest; discount; due date.

1. Simple interest
Sometimes, it is necessary that, when certain cash liquidity is available, to be
deposited into an interest bearing account. Also, there are situations when you need cash
available to make an investment and so you need to make a loan which engages an interest.
In this way the notion of interest is created, which can be considered as a remuneration of a
deposit or the price paid by a person to use some funds for a certain period of time. The
interest can be considered as „rent” for the loaned money.
Theoretically, a given loan and an engaged loan are similar but symmetrical
notions: if we are talking about a given loan, it means that that there is a borrower. So, any
financial problem can be summed up to a relation between a party that borrows the money
on loan and a party that receives the money.
¾ Nominal value – obtained value – real value
The nominal value of a capital is the value officially retained and is used as a base
of calculation. This value must be associated to a date which is called date of origin (t0).
The obtained value is the nominal value increased by the interest during the elapsed
time, starting from the date of origin. The financial scheme corresponding to this situation is
the following:
t1
t0
X
interest
Y
X: nominal value
Y: obtained value
Y = X + interest
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So, the obtained value, like the nominal value, associated to a date (t1).
The actual capital value is determined before the date of origin and it is equal with
its nominal value decreased by the interest which, in this case, is called discount. The
financial scheme becomes:
t0
t-1

X: nominal value

Y
discount
Y: obtained value

X
Y = X - discount

The actual value is, like the nominal value, associated to a date t1.
We can see that the obtained value, like the actual value, is a value of the capital at
a certain date, named the evaluation date. So, the capital value is, generally, greater than the
nominal value if the evaluation date is subsequent to the date of origin and inferior to the
nominal value if the evaluation date is preceding the date of origin.
In any case, the interest or the discount will be proportional to the nominal value
and will increase with the duration that separates the date of origin to the evaluation date.
¾ Interest rate
To make comparisons, the interest is expressed with a base value named interest
rate. This is the interest that is made by a capital equal to one monetary unit, on a period
equal to one time unit. In Europe, the monetary unit is euro (€) and the time unit is the year.
We will name this interest rate, annual interest rate (i).
To calculate the time in which the capital is producing interest, or is costing
discount, for the duration between the date of origin and the evaluation date, we will use the
term interval.
For example, the capital invested on the period 10th of April to 25 April will be
actually invested for this period of 15 days (it is often said that the first day does not matter,
while the last one does):
10/04
25/04
1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Also, in accounting it is considered that one year is formed by 12 months of 30
days (commercial year). Even in this case, if the durations are given from a date to another,
the months must be calculated for their respective durations. It is difficult to assert that
February or July have 30 days.
¾ Simple interest
In the introductive part we have seen that the interest is proportional with the
nominal value. In the case of the simple interest, these are, also, proportional to the duration
of the investment and to the interest rate.
If we note with X the nominal value, with n the duration of the investment (in
years), with i the annual interest rate and with I the interests reported by this investment, we
come to the following relation:
I=X × i × n
The Y value obtained by this investment in n years from its beginning will be:
Y=X+I
The interests being proportional with the durations, means that the interest rate is
also proportional with the duration and that if (for example) the annual interest rate is equal
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with i, the monthly simple interest rate corresponding to this annual interest rate is equal to
i/12, keeping in mind that the year has 12 months. This new interest rate is called monthly
interest rate, proportional to the annual interest rate i.
Generally, if the year is divided in k equal periods, the periodical rate is
proportional with the annual rate i and is equal with i/k and if the investment covers n
periods, the interest will be: I = Xin
k
There is a problem to determine the daily interest rate. If we note that the year has 12
months of 30 days, 360 days respectively, we arrive at the commercial interest rate,
proportional with the annual interest rate i and equal with i , while, if we notice that the
360

year has 365 days (366 days in leap years), we arrive at the commercial interest rate
proportional with the annual interest rate i equal with i or i .
365

366

Note:

If no specification is made, the annual interest rate will considered and the
procedure will be that of the commercial interest.
We must not forget that if the duration is indicated from a date to another, the months must
be calculated for their respective durations.
We arrive at a result somewhat strange: if you invest a capital of x euro, with an annual
interest rate of i, for one year, this will bring an interest equal with Xi = I. If the same capital
is invested in the same conditions from the 1st of January to 31st December, normal year (364
days), the commercial interest will be: ' X × i × 364
I =

360

And the interest according to the civil commonness will be equal with: I " = X × i × 364
365
We notice that I” < I < I’. By generalization the interest will be equal with I. This
procedure of simple interest is referring, mostly, to short time financial operations.
¾ Calculating the duration of investment
The obtained value by a capital of 5.000 € invested with simple interest, of 3.6%, is
equal, after a certain period with 5.075 €. What is the duration of the investment?
In this case there is one unknown: the duration. Not having information referring to
it, we have to name it: n, and measure it: month (these options are personal and do not
influence the end result).
Note:
The choice of “month” avoids the problems generated by the report between the
civil interest and the commercial interest.
To see this problem, we present the following financial scheme:

Conventionally, the dates and the durations will appear on the time and capital axes,
as the interest (the difference between “the end value” and the “start value”) will be placed
under this axes.
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So, the next equation has to be solved:
5000 × n × 0,06
5075 − 5000 = 75 =
⇒n=5
12
The duration of the investment is 5 months.
¾ The notion of average rate
Three capitals are invested with simple interest on the 5th of May, year N, but in
different conditions:
• the first: 2.500 € at 2,50% , until the 15 June of year N;
• the second: 1.500 € la 4,40% , until the 10 July of year N;
• the third: 2.200 € la 3,60% , until the 8 August of year N;
Calculate the average rate for the three investments, which means the interest that,
applied to the three capitals for their respective durations, will lead to the same amount of
total interest.
Let’s visualize this problem on a financial scheme (on this scheme, the selected
unknowns are defined):
a)

b)

c)

Note:

The average interest will be named by i.
If there are no supplemental specifications, the commercial interest must be used.
In this case, the following equation must be solved:
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C1 × n1 × i1 C 2 × n 2 × i 2 C3 × n 3 × i 3 C1 × n1 × i C 2 × n 2 × i C3 × n 3 × i
+
+
=
+
+
360
360
360
360
360
360
This equation can be simplified and so it becomes:

[

]

C 1 × n1 × i1 + C 2 × n 2 × i 2 + C 3 × n 3 × i 3 = C 1 × n1 + C 2 × n 2 + C 3 × n 3 ∗ i
From there it results:

C1 × n1 × i1 + C 2 × n 2 × i2 + C 3 × n3 × i3
=i
C1 × n1 + C 2 × n2 + C 3 × n3
Replacing the unknowns with their respective values, we come to an average
interest rate of 3.5183%.
Note:
Not using the digital form of partial interest and working in a different manner
indicates the fact that the appellation “average interest” given to i is the average
of i1, i2 and i3 rates, moderated by the coefficients given by the product of the
capitals and their respective investment durations, in the days (C1n1, C2n2 and
C3n3). These coefficients are also named “numbers”.
¾ Calculating the effective investment rates
One person buys an investment ticket in value of 1.500 € with 5,00% interest on a
period of 5 years. The interests are calculated using the simple interest procedure.
The interests are ante calculated for a period of 2 years. Determine the effective
investment rates crude and net, knowing that the release tax is 30%.
The crude interest that is calculated to 5% on the nominal value (1.500 €) and a
period of 5 years, so 1.500 × 5 × 0.05 = 375 €.
If a part of the interest would not be ante calculated, the financial scheme would
have been:

The ante calculation of interest for the first two years means that person receives in
advance, in the moment of the investment, the interest afferent for those years 150 €.
That invested capital is not the one named on the ticket but it is inferior (it is
diminished by 150 €). The capital received at the end of the period will be inferior to the one
above (this one will be diminished also by 150 €).
The corresponding financial scheme will be:

359

360

Romania in the EU. The Quality of Integration. Growth. Competence. Employment

The effective investment rate is ib which permits to a capital of 1.350€ to obtain a
value of 1.725€ at the end of a 5 year period.
This rate is given by the equation: 375 = 1,3500 × 5 × ib ⇒ ib = 0.055556.
So, the investment will give an annual simple interest of 5,5556%, compared to the
announced 5%.
To determine the net effective investment rate, the release taxes must be taken into
account (if the person chooses to).
In this situation, the person will have to pay 30% of his incomes as taxes (30% of
150 €) at the beginning of the investment and 30% of 225 € at the end of it. In this situation,
only the interests are considered incomes.
The financial scheme corresponding to the reality of the investment is the
following:

So, the person had at the beginning 1,395€ and, at the end of the 5 year period of
investment, 1.657,5€.
The net effective rate of the investment (in) permits the 1,395 € capital to get a
value of 1.657,50 € at the end of the 5 year period.
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This rate is given by the solution of the following equation: 262,5 = 1,395 × 5
ib = 0,037634.
The investment will give a real net annual simple interest of 3.7634%, in
comparison with the announced nominal value of 5%.

× in ⇒

2. Discounting using simple interest
Let us assume that on the 9th of February 2005, a person wants to purchase a certain
good, that is priced at 46 €, but the buyer does not have the necessary cash, so he negotiates
the transaction. The person asks if it is possible to take the good immediately but pay it on
the 15th of June this year. The salesman accepts but compels the buyer to sign a credit
contract. This recognition of debt, or bill (of exchange), is presented in the following form:
Nominal value of debt

RECOGNITION OF DEBT
I, the buyer, recognize that I owe to the salesman the sum of 46 €, the value of one
good. I bind myself to pay this amount on the 15th of June 2005.
Written and signed in Bucharest on the 9th of February 2005

Payment date
(or setting day)
Starting date for the debt
All would have been simple if the salesman would not have needed the cash,
urgently, in advance. At the 1st of April 2005, the salesman seeks the buyer and asks for the
money that he owes him but the buyer says that he does not have the money and that he
signed a document that stipulates 15th of June as the regulation date.
The salesman, forced by the need of cash, goes to a bank, shows the credit
document signed by the buyer and asks if it is possible to cash the 46€ in exchange for the
document. The bank accepts with the condition that the buyer pay it the 46€ as convened, on
15th of June and not give the salesman 44.5€ and in this way the salesman considering
himself paid.
The date of 1st of April is called the effect negotiation date and the 44.5€ represent
the actual value at the 1st of April, of the 46€ payable on the 15th of June. The difference
between amounts is called discount.
For a jurist, the discount may be defined as the operation in which a banker gives to
his client the amount stipulated in a bill of exchange before its due date, with the deduction
of a certain interest.
A bill of exchange, which has the role of recognition of ones debt, is characterized
by its emission date, its due date (or extinction date) and its nominal value (or the amount
that has to be paid on due date).

361

Romania in the EU. The Quality of Integration. Growth. Competence. Employment

362

This bill of exchange can be discounted (or negotiated) at any date between the date
of emission and its due date. The date on which this kind of bill has been given on discount
is called the negotiation date.
In the day of negotiation, the banker communicates to his client the compensatory
value (the actual value) of his bill of exchange and the discount rate on the date of
remission. The interest kept by the banker is called discount.
The actual value on the date of remission is equal with the nominal value
diminished by the discount.
¾ The rational discount
Normally, the financial scheme corresponding to the discount problem must
translate the fact that the nominal value of a bill of exchange (C) is equal with the obtained
value by its actual value Ar, on due date, n days later respectively:

The discount er represents the interest generated by a capital Ar, invested on a
period of n days.
If the interest (or discount) rate is i, we get the following:
A ni
Cni
360C and
Ar ni where:
e = r and
r

360

C = Ar +

360

Ar =

360 + ni

er =

360 + ni

In this way, to calculate the value Ar, you have to undertake a relatively difficult calculation.
¾ Commercial discount
To simplify the above calculation and given the nominal value is written on the bill of
exchange, the banker, keeping the same scheme, prefers to consider the discount as an
interest calculated not on the actual value, but on the nominal value.
Ec is the commercial discount and Ac is the commercial actuak value; in this way we get the
following scheme:

I is the interest rate:

ec =

Cni and
Cni C (360 / ni )
AC = C −
=
360
360
360

We can see that that the calculation is much easier and the commercial discount is
greater than the rational one.
Note: If, in an exercise, the type of discount is not mentioned, the commercial
discount has to be used.
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¾ Equivalence between bills of exchange
Two bills of exchange (or two capitals) are equivalent at a certain date if their actual
values are equal, when discounted at that date, at the same rate and in the same system of
discounting.
Extending this conclusion, one bill of exchange (or capital) is equivalent with the
sum of a group of bills of exchange if the actual value of the single bill of exchange is equal
to the sum of the actual values of the other bills of exchange, when discounted at that date,
at the same rate and in the same system of discounting.
Also, we can say that two groups of bills of exchange are equivalent at a certain
date if the sum of the actual values of the first group of bills of exchange is equal with the
sum of the actual values of the second group of bills of exchange, when discounted at that
date, at the same rate and in the same system of discounting.
¾ Discount practice
The rendition of a bill of exchange for discount at a bank involves not only the
delivery of the bill, but the deduction of various commissions and the respective VAT. The
sum of these deductions is called agio.
The elements that comprise an agio are:
• The discount calculated by the banker, often with one or more days of discount
(called bank days). A minimum of discount duration is often imposed as well a
minimum of discount;
• commissions → handling commission, the services commission, prorata
temporis, the hazard advise commission, the non-residence
commission, the presentation and acceptance commission;
• VAT not including discounts and prorata temporis.
The various commissions and the VAT increase the rate bared by the person that
gives the bill of exchange to its bank.
The real discount rate is the rate effectively supported by the one that goes to the
bank with the bill of exchange.
The real discount rate is greater than the nominal rate of discount.
¾ Comparison between the commercial and the rational discount
A bill of exchange in value of 1,000€ at 30 of June is discounted on the 20th of April the
same year, at 15%.
• Calculate the commercial discount ant the commercial actual value of this bill of
exchange.
Between the 20 April and 30 June there are 71 days.
The commercial discount ec is calculated at the nominal value of the bill of
exchange.
Vc is the commercial actual value:
0.15
e c = 1,000 × 71 ×
= 29.58 where: Vc = 1,000 – 29.58 = 970.42
360
Thus, this bill of exchange is behaving like a commercial discount of 29.58€ and
has the commercial actual value of 970,42€.
• Calculate the rational discount and the rational actual value of this bill of
exchange.
The rational discount er is calculated at the actual value of the bill of exchange.
If Vr is the rational actual value, then:
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0,15
= 0.0295833 × Vr şi Vr = 1.000 −e r ⇒ 1.0295833 xVr = 1.000
360
Thus, this bill of exchange is behaving like a commercial discount of 28.73€ and
has the commercial actual value of 971.27€.
e r = Vr × 71 ×

¾ Equivalence between bills of exchange
Three bills of exchange are discounted on the 10th of May, with 15%.
• The first of 1.540€ on 30 June same year;
• The second of 1.230 € on 15 July same year;
• The third of 923 € on 30 August same year;
On the negotiation day, these three bills of exchange are replaced with a single bill
of exchange.
• Determine the due date of this single bill of exchange if its value is 3,600 €.
Because there is nothing especially mentioned, the commercial discount procedure
will be applied.
Between the 10th of May and the 30th of June there are 51 days between the 10th of
May and the 15th of July there are 66 days and between the 10th of May and the 30th of
August there are 112.
If the three initial bills of exchange are replaced by a single bill of exchange on the
10th of May, it means that the sum of the actual values at that date is equal with the actual
value of the single bill of exchange at the same date.
Thus, we can say that:
1.540 − 1.540 × 51 ×

0,15
0,15
0,15
0,15
+ 1.230 − 1.230 × 66 ×
+ 923 − 923 × 112 ×
= 3.600 − 3.600 × n ×
360
360
360
360

where n is the number of discount days referring to the single bill of exchange.
n = 11,08.
We will calculate 12 discount days, because 11 days are not enough.
Thus, the due date of the single bill of exchange will be 21st of May.
•
Determine the due date for this single bill of exchange if its nominal is 3.693 €.
Which information is useless in the enunciation?
N is the number of discount days referring to the single bill of exchange, and now we can
say that:
1.540 − 1.540 × 51×

0,15
0,15
0,15
0,15
+ 1.230 − 1.230 × 66 ×
+ 923 − 923 × 112 ×
= 3.693 − 3.693 × n ×
360
360
360
360

In this case the nominal of the single bill of exchange is equal with the sum of the nominal
of the replaced bills of exchange (1.540 + 1.230 + 923 = 3.693).
Thus, the equation that has to be solved is simplified:
1.540 × 51 + 1.230 × 66 + 923 × 112 = 3.693 × n ⇒ n = 71,24 , 72 days respectively.
The due date for the single bill of exchange is thus the 21st of July.
Note:
We could simplify by the rate of discount and thus that is the useless information
in this case.
We can see that, even if we diminish in an arbitrary manner, the numbers referring
to the discount days, by x days, the derived equation will have the same solution:
1.540 × (51 – x) + 1.230 × (66 – x) + 923 × (112 – x) = 3.693 × (n – x)
⇒ n = 71.24 , respectively 72 days.
The date of substitution is, in this case, useless: we can choose any date between the
10th of May and the 30th of June as the equivalent date.
¾

Choosing for the discount conditions
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A person has the opportunity to choose between two banks (A and B) for
discounting its bill of exchange. The banks offer the following conditions:
Bank A: discount rate: 9.5%; commission: 3%.
Bank B: discount rate: 12%; commission: 2.5%.
Knowing the fact that for both banks the commissions are independent of time but
under a 19.6% VAT tax, determine the bank that offers the best conditions depending on the
due day for the negotiated bill of exchange.
To compare the conditions offered by the two banks, we will consider one bill of
exchange with a nominal value of X, discounted for a period of n days.
In the case of the A bank, the actual value is named by VA and for the B bank by
the value VB.
We can then write (beside the discount the TTC commission will have to be
deducted):

0,095
⎧
⎪VA = X − X × n × 360 − 0,030× X ×1,196
⎨
0,120
⎪VB = X − X × n ×
− 0,025× X ×1,196
360
⎩

The person will prefer the bank with the best offer, the one that will give the greater actual
value respectively.
Thus, this person will choose bank A if VA is superior to VB, will choose bank B if VA is
inferior to VB and either of them if VA is equal to VB.
Lets study the first situation:
0,095
0,120
VA > VB ⇒ X − X × n ×
− 0,030 × X × 1,196 > X − X × n ×
− 0,025 × X × 1,196
360
360
By simplification by X (≠ 0), n > 86,112.
Thus, the person will negotiate the bill of exchange to the bank A, if the number of discount
days is superior or equal with 87 days and to bank B if the number of discount days is
inferior to 87 days.
Note: The nominal of the bill of exchange will not influence the person’s option (we
simplified by X).
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Abstract. In this article we wanted to identify the main steps that must be followed
to find the solutions to a simple linear program used in economic activity. Thus, we started
from a particular case of a producer that has to procure the raw materials for an ecologic
fertilizer, also wanting to minimize the costs involved by this activity. So, for this situation
we introduced, afferent to the production cost, the minimum condition, and three constraints
afferent to each element that enters in the composition of the final product. Continuing this
study, we wanted to determine the variable’s values that comprise the linear program, using
for this the graphic method and also the specific algebraic calculation methods.
Also, we wanted to establish a linear program that reflects the situation of a
company that offers the above producer all the three sub-products necessary to fabricate the
fertilizer. Thus, we wanted to use the specific algebraic calculation methods to determine the
maximum revenue value that the company can have by selling its products, but the results
presented by it can be considered unsatisfying. To solve this inconvenience we used the
Dantzing method to search for a maximum point, and also the simplex maximizing tables.
At the end of this study there are some theoretic aspects presented that are referring
to duality and a theoretic model that can be used to solve a linear program with n variables
and p specific constraints.
Key words: simple linear program; Dantzing method; simplex maximizing tables;
REL Codes: 10J

1. The modeling of a simple linear program
The producer is interested to execute quality products and so he prefers to produce
himself his own ecologic fertilizer. For this purpose, he produces a mixture containing
potassium, extract from horse manure and dry powdered cattle blood.
To be able to produce this fertilizer in sufficient quantity for the whole year, the
producer has to have at least 4 tons of potassium, at least one ton of horse manure extract
and at least 400 kg of dry cattle blood.
The producer could not find these three products on the market but one wholesales
man has two products, in 50 kg bags, whose composition are:
1. “Product A” at the price of 100 € per bag, that contains 80% potassium, 10%
horse manure extract and 5% dry cattle blood;
2. “Product B” at the price of 150 € per bag, that contains 40% potassium, 20%
horse manure extract and 5% dry cattle blood.
The other components of these two products are „inert” for agriculture.
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In these conditions, the producer is confronted with the following problem: how to
purchase the sufficient quantities of potassium, horse manure extract and dry cattle blood by
buying these two products, to be able to produce the fertilizer at the lowest cost?
To solve a problem like this, we can see that it is sufficient to know the number of bags
from the two products (Product A and Product B), to calculate the acquisition cost for the
necessary quantities to produce the fertilizer. The first question is: how to determine the cost?
Thus, we name the number of bags of Product A with x and the number of bags of
Product B with y that needs to be bought.
We can already say that x ≥ 0 and y ≥ 0, because it is not possible to buy a negative
number of bags (obvious constraint).
Also, we can name the acquisition cost of these two products with C (cost that is
expressed in €).
Keeping in mind the indicated prices, we have the following equation: C = 100 x + 150y.
Consequently, all we have to do is to transcribe the conditions of the fertilizer’s
composition into a mathematical model (specific constraint). There will be three constraints,
because we have three components that we have to be aware of: potassium, horse manure
extract and dry cattle blood.
Regarding the potassium, we can see that a bag of Product A contains 40 kg and a
bag of Product B contains 20 kg. As the producer needs at least 4 tons, using kilogram as
measure unit, we can say that 40,0x + 20,0y ≥ 4.000.
Regarding the horse manure extract, we get: 5,0x + 10,0y ≥ 1.000 (measure unit:
kg) and for the dry cattle blood we get: 2,5x + 2,5y ≥ 400 (measure unit: kg).
We can rearrange this information and obtain a simple linear program:
[Min]C = 100 x + 150 y
(a)x ≥ 0 (b)x ≥ 0
(a ) 40x + 20 y ≥ 4000
(b) 5x + 10 y ≥ 1000
(c )

2,5x + 2,5y ≥ 400

The last three constraints (a), (b) and (c) (specific constraints) of this program can be
simplified to the following linear program: [Min ]C = 100x + 150y
(a)x ≥ 0

(b)x ≥ 0

(a ) 2 x + y ≥ 200
(b) x + 2 y ≥ 200
(c )
Note:

x + y ≥ 160
It must be paid a lot of attention to the measure units in this kind of problems
because, even if their choice does not have any significance, this must be made in
a definitive manner.

2. Graphical solving of a linear program
Naming as D1, D2 and D3 the respective equation lines, 2x + y = 200, x + 2y = 200
and x + y = 160, we can determine (in the above mentioned context), the validity domain of
the linear program.
The validity domain is the plan points ensemble whose coordinates (x and y)
verifies all the linear program's constraints, obvious or specific for the respective problem.
Once this domain is drawn up, all we have to do to find the unknown optimum is to
vary the line corresponding to the objective, following the C values, the line corresponding
to the respective equation 100x + 150y = C.
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On the below graphic, we have drawn the validity domain and the equation lines C
= 12,000 and C = 30,000.

We can see on the graphic that none of the points of the line C = 12,000 does not
belong to the validity domain and this line is parallel with the line C = 30,000, one of its
segments being situated inside the validity domain.
The Cm line, corresponding to the minimum cost is that line that is parallel with the
two lines C = 12.000 and C = 30.000 and that, compared to this direction, is the nearest to
the origin mark, having a common point with the validity domain.
We can find that the Cm line does not have but one common point with the validity
domain: the optimum point M, crossing point for the D2 and D3 lines, whose coordinates
represent the solution to the system formed by the two mentioned lines equations.
Thus, we obtain:

⎧x + 2 y = 200
⎨
⎩ x + y = 160

⎧x = 120
⇒⎨
⎩ y = 40

In conclusion, our producer should buy 120 bags of Product A and 40 bags of
Product B to satisfy his needs and to minimize the acquisition costs, this minimal cost being
situated at a value of 18.000 €.
Following this line of thinking, the optimum point M has the x and y coordinates
that verifies, in their limits, the (b) and (c) constraints: these two constraints are saturated.
But what happens if the producer would want one additional kilogram of horse
manure extract? Should he enhance his costs.
To calculate this enhancement of cost it is sufficient to solve the below system, in
which we replace 200 with 200,2, as the second term in the first equation, and 160 as the
second term in the second equation. We remind that the unit used in the case of constraint
(c) is 5 kg and 1 kg = 0,2 x 5 kg.
Now the system has to be solved:

⎧ x + 2 y = 200,2
⎨
⎩ x + y = 160,0

⎧ x = 119,8
⇒⎨
⎩ y = 40,2

In these conditions, the new minimum cost would theoretically be 18.010 €.
The supplementary kilogram of horse manure extract will, theoretically, cost the
producer another 10 €.
This theoretical value is named relative marginal cost per kg of horse manure
extract.
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We can calculate in the same manner the relative marginal cost per dry cattle
blood, by solving the following system:
⎧ x = 120,8
⎧ x + 2 y = 200
⇒⎨
⎨
x
+
y
=
160
,
4
⎩ y = 40,2
⎩
The new minimum cost will become, theoretically, 18.020 €. The supplementary
kilogram of dry cattle blood will cost the producer, theoretically, 20 €.
Thus, the relative marginal cost per kg of dry cattle blood is 20 €.
But, why didn't we change the system that needed to be solved to find these two
marginal costs?
The above graphic indicates the fact that if you increase the limit of (b) constraint
((c) respectively), it means to slightly move away from the origin, parallel with itself, the D2
(respectively D3) line, and, thus, cutting off a small band out of the validity domain. This
new graphic would permit us to see that the point of the new validity domain that
corresponds to the new minimum cost still is the crossing of the D2 and D3 lines. This is the
reason for always searching the coordinates of the point that designates the crossing of the
two lines.
Conversely, the (a) constraint is not verified at the limit because the producer has
more potassium than he needs: 5.600 kg available compared to the sufficient 4.000 kg. The
(a) constraint is not saturated and wanting a supplementary kilogram of potassium will not
cost anything: the relative marginal cost per kilogram of potassium is zero.
Consequently, we can say that the relative marginal values of the specific
unsaturated constraints are zero, while the ones referring to the saturated constraints are
generally not zero.
These marginal values are calculated using theoretical values. For example, to find
the relative marginal cost per kilogram of horse manure extract, it is used x = 119,8 and y =
40,2, which leads to a new cost of 18.010 €, an increase of 10 € respectively.
These marginal values allow a sensitivity study: if the producer would want a
single supplementary kilogram of horse manure extract and if he could buy per kilogram the
two products (Product A and Product B), this marginal value would indicate him the fact
that, if he would find that kilogram of horse manure extract with less than 10 €, he would be
interested to buy, while if this price would be over 10 €, he would be interested to modify
his acquisitions of Product A and Product B.
3. The algebraic solving of a simple linear program
Let us imagine that a company has, as sub-products of its production, potassium,
horse manure extract and dry cattle blood and that this company wants to compete for our
producer.
In this case, the following problem will occur: at what prices per kg should it sell
the three sub-products to our producer so that it can not only compete with his supplier, but
get a maximum profit?
Marking the prices for potassium, horse manure extract and dry cattle blood with Pp,
Pc and Ps respectively, and with R its cash in €, this company should solve the following
linear program:
[Max ]R = 4000Pp + 1000Pc + 400Ps
(1) Pp ≥ 0 (2) Pc ≥ 0 (3) Ps ≥ 0
40 Pp + 5 Pc + 2,5 Ps ≤ 100
20 Pp + 10 Pc + 2,5 Ps ≤ 150
Indeed, the producer, who is always trying to minimize his costs, would buy only 4
tons of potassium, 1 ton of horse manure extract and 400 kg of dry cattle blood. More,

(4 )
(5)
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because the company is trying to compete with the supplier (that sells the two products:
Product A and Product B), the (4) and (5) constraints will transfer this competition over each
of the two products.
This new linear program, resulted from the program studied before will be named
dual referring to the first one.
This program, that implies three variables, would not be easy to solve by graphical
representation, hence the need to introduce the exhaustive solving method.
First, we will transform the system of in-equations comprised by the (4) and (5)
linear program’s constraints into an equations system, by introducing two range variables (e1
and e2), non-negative.
Then we have to solve:

[Max]R = 4000 Pp + 1000 Pc + 400 Ps

(1) Pp ≥ 0

(4 )
(5)

(2) Pc ≥ 0

(3) Ps ≥ 0 (6) e1 ≥ 0 (7) e2 ≥ 0

40 Pp + 5 Pc + 2,5 Ps ≤ 100
20 Pp + 10 Pc + 2,5 Ps ≤ 150

Thus, the system that needs to be solved will be:

⎧ 40 Pp + 5 Pc + 2,5 Ps + e1 = 100
⎨
⎩20 Pp + 10 Pc + 2,5Ps + e2 = 150
This system has two equations and five unknowns and can be solved by fixing
three of the five unknowns.
The line of reasoning presented above indicates the fact that, to get the optimum,
we have to saturate some constraints, which means that three unknowns will be fixed and
equal with zero.
Pp

Pc
0
0
0
0
0
0
2,5
7,5
0,833
-2,5

Ps
0
0
0
20
15
10
0
0
13,333
0

e1
0
40
60
0
0
20
0
0
0
///

e2
100
0
-50
0
25
0
0
-200
0
0

R
150
50
0
-50
0
0
100
0
0
0

0
16000
//////
//////
15000
18000
10000
//////
16666,67
//////

When looking over this table, we can see that one kilogram of horse manure extract
should be sold with 10 € and one kilogram of dry cattle blood with 20 €. Conversely, the
potassium should be given for free. In these conditions, the company would obtain 18,000 €
maximum revenue.
Unfortunately, we can see that this exhaustive method forces us to calculate the
solution for some systems that leads to impossible results for the studied linear program
(having negative solutions).
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4. Using the Dantzing method in searching for a maximum
The Dantzing method used in searching for a maximum is an iterative one, based on
a marginal theory and it has, as a starting point, the linear program obtained after
introducing the range variables e1 and e2. Its purpose is to improve a solution that is already
known.
The absurd case for cashing in is when that revenue is zero. But, as the revenue R is
equal with 4.000 Pp + 1.000Pc + 400Ps, when Pp ≥ 0, Pc ≥ 0 and Ps ≥ 0 , this forces us to
choose the value zero for Pp, Pc and Ps , so that R = 0.
These three variables (Pp, Pc and Ps) will be named outside solution variables
(VAS).
In this way we can calculate e1 and e2, which will be equal with 100 and 150
respectively. These two variables (e1 and e2) will be named solution variables (VS).
We notice that it is impossible to enhance the value of a VS without at least one
VAS becoming negative: hence, the relative marginal revenues for VS (e1 and e2) are zero.
Conversely, if we enhance Pp with one unit, the R revenue grows from 0 to 4.000
(the relative marginal revenue for Pp is 4.000). Also, the relative marginal revenues for Pc
and for Ps are equal with 1.000 and 400 respectively.
With the purpose being the one to maximize the revenue, we are interested to
transform Pp from VAS into VS. But, in this case e1, or e2 should become VAS, because the
number of VAS must remain equal with 3: the system that needs to be solved always
needing to be formed by 2 equations with 3 unknowns.
If we choose e1 = 0, and Pc = Ps = 0, we get Pp = 2,5 and e2 = 100, and from here we
can see that the revenue R is equal with 10.000.
If we choose e2 = 0, and Pc = Ps = 0, we get Pp = 7,5 and e1 = -200, and from here
we can see that the solution is impossible.
In this moment we have the following solution:
R = 10.000, Pc = Ps = e1 = 0 (VAS), Pp = 2,5 and e2 = 100 (VS)
Now we have the question: is this a better solution?
To answer it, we have to calculate the marginal revenue for each of the variables.
We already noticed the fact that the relative marginal revenues for VS are zero;
thus, it is sufficient to calculate them for VAS.
Also, we can see the fact that if Pc rises by one unit, the revenue would not be
enhanced at this level by 1.000 because Pp should decrease.
Hence, we are forced to evaluate the revenue depending to VAS and to transform
the system of constraints in such way that only the VS values appear.
For this, we will begin by modifying the first constraint (the first equation) the one
that permitted us to calculate the value Pp: Pp = 0,125 Pc + 0,0625 Ps + 0,025 e1 = 2,5.
From here we can see that: Pp = 2,5 - 0,125 Pc - 0,0625 Ps - 0,025 e1
Replacing Pp with this value in R and in the second constraint (the second
equation), the linear program that needs to be solved will become:

[Max ]R ' = R − 10000 = 500 Pc + 150 Ps − 100e1
Pp ≥ 0

Pc ≥ 0

Ps ≥ 0

e1 ≥ 0

e2 ≥ 0

Pp + 0,1250Pc + 0,0625Ps + e1 = 2,5

7,5000Pc + 1,2500Ps + e1 + e2 = 100
At this stage, we can see that the relative marginal revenues for Pc, Ps and e1 respectively,
are 500, 150 and respectively -100, and hence, we did not obtain the optimal solution: two of the
three non-null marginal values are positive and so, R’ (therefore R) can be enhanced.
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So, now it is enough to rerun the same line of thinking starting from the last
obtained linear program.
The simplex maximizing tables
These tables give a tabular form to the Dantzing method.
All these tables have the same shape: rectangular and divided in six cells:
A
B
C
D
E
F
In the A cell we will find all the VAS variables (which are automatically zero),
In the B cell we will always find two lines: the first, with all the initial variables
and the program’s range (always in the same order) and the second, where will be indicated
the corresponding marginal values.
In the C cell we will see the objective’s value (this cell has always a global value of zero).
In the D cell we will find all the VS and their corresponding values will be found
on the same line in the F cell.
In the E cell we find the schematic presentation of the various specific constraints
that the studied linear programme has.
From here we can find, the first table, corresponding to the null objective (R – 0 = 0 in
cell C).
Table 1
Pp = 0
Pc = 0
Ps = 0
e1
e2

Pp

Pc

Ps

e1

e2

R

4.000,000

1.000,000

400,000

0,000

0,000

0,00

40,000
20,000

5,000
10,000

2,500
2,500

1,000
0,000

0,000
1,000

100,000
150,000

2,5
7,5

To analyze this first simplex maximizing table we first have to consider the
marginal values (the second line in cell B) to determine the entering value (the VAS variable
that will be transformed into a VS variable). In this table, we can see that this variable is Pp,
because its marginal value is positive and greater than all the other ones. That column will
be designated cp.
Then, we have to determine the VS variable that will become a VAS variable, by
reporting the resulting values on the same line in the F cell and on the variable’s column that
enters in the E cell. This variable, named the exiting variable, is the one that will correspond
to the smallest of the non-negative rapports. In this example, the exiting variable is e1. Its
line will be designated by Ip.
The term situated at the crossing of column cp of the variable that enters with the
line Ip of the variable that exists will be named a pivot.
Once this initial analysis done, we can pass to the construction of the second
simplex maximizing table that will correspond to a better solution.
The procedure is:
We will switch the entering and the exiting variables (spot by spot) in the A and D cells;
We will impart the pivot line to the pivot in the E and F cells;
Where the pivot was, now is the number 1 and we will write the number 0 on the
pivot’s columns in the B and E cells (keeping the number 1 for the pivot);
All the other uncalculated terms in the B, C, E and F cells will be determined
following the rectangle rule: the value situated at the crossing of line 1 and column c in the
N+1 table is equal with the term situated in the same place in the N table, diminished by the
product of the terms situated at the crossing of line I with column cp and at the crossing of
column c with line Ip from the N table, this product being divided to the pivot in the N table.
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Termenul de înlocuit în tabelul N
I
I
I
Y

Noua valoare a termenului în tabelul N+1
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..................................................

X
I
I
I
Pivot

..................................................

=

Termenul de înlocuit în tabelul N

×

-

X
Y
Pivot

Example, instead of the term 1.000 in the B cell of the first table, we will put 500 in
the second table:
4000 × 5
1000 −
= 500
40
Table 2
e1 = 0
Pc = 0
Ps = 0
Pp
e2

Pp

Pc
0,000
1,000
0,000

Ps
500,000
0,125
7,500

e1
150,000
0,0625
1,2500

e2

R

-1.000,000
0,025
- 0,500

10.000,00
110,000
150,000

0,000
0,000
1,000

20
13,3

We can se that the marginal values situated in B cell of this new table are not all
negative or zero, so the revenue of 10.000 can be thus enhanced; from here the third table
will be constructed, and so on.
The last table that needs to be calculated is the one in which none of the marginal
values in cell B are strictly positive.
From here it is obvious that the next tables are always calculated according to the
same procedure (we have to pay attention when calculating the term in cell C because, to get
to an accurate value, the cell has to be considered as a whole). For the table number 3, we
will use as the term that needs to be replaced R – 10,000 and we will find R – 16,666,67:
Table no. 3
e1 = 0
e2 = 0
Ps = 0
Pp
Pc

Pp

Pc
0,000
1,000
0,000

Ps
0,000
0,000
1,000

e1
66,667
0,0417
1,167

e2
-66,667
0,033
- 0,067

R
-66,667
-0,017
0,133

16.666,67
0,833
13,333

20
80

Table no. 4
e1 = 0
e2 = 0
Pp = 0
Ps
Pc

Pp

Pc
-1.600,00
24,000
- 4,000

Ps
0,000
0,000
1,000

e1
0,000
1,000
0,000

e2
-120,00
0,80
- 0,20

R
-40,00
-0,40
0,20

18.000,00
20,000
10,000

Starting with this last table, we can see that all the marginal revenues are negative
or zero.
We can draw the conclusion that the company will get a maximum revenue of 18.,000 €
and will compete the usual supplier of our producer by selling the horse manure extract with 10 €
per kg and the dry cattle blood with 20 € per kg, the potassium being given for free.
6. Theoretical considerations regarding duality
Comparing the two studied linear programs, we can see that:
a) one of them is looking for a minimum and the other for a maximum;
b) both of them use non-negative variables;
c) the number of specific constraints is equal for both of them;
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d) the in-equality signs for the specific constraints are reversed;
e) the variable coefficient matrix form the system of specific constraints of one is
the transposition of the variable coefficient matrix form the system of specific
constraints of the other;
f) the variable coefficients in the optimizing function of one is the constraint limit
for the other.
Let us notice that, to apply the above “recipe”, the signs of the specific constraints
must be the same in the case of the first program.
If all of these points are checked for both linear porgrams, we can say that they are
dual one up against the other. The first studied program (the minimizing one) will be named
primal program, and the second (the maximizing one) will be named dual program.
We can see the fact that the optimal objectives are the same for both programs.
Analyzing the solutions closer, we can observe that the ensemble that forms the
solution for one is equal with the second, except for the sign.
Indeed, the marginal costs of the primal program were zero for the kilogram of
potassium, 10 for the kilogram of horse manure extract and 20 for the kilogram of dry cattle
blood. These values are the solution for the dual program.
Regarding the last table of the simplex for the dual program, we can see that the
relative marginal revenue e1 is equal with -120 and e2 is equal with -40. But e1 is the value of
the range that we used on the first specific constraint in the dual program, whose coefficients
are for the x variable in the primal program, and e2 is the value of the range that we used on
the second specific constraint in the dual program, whose coefficients are for the y variable
in the primal program. The last observation is thus justified because the primal program
already had the x = 120 and y = 40 solutions.
When we are solving a linear program and analyze it through its marginal values
we really have the solutions for the both dual linear programs one up against the other.
We could have found the solution of the dual program without using the Dantzing
method (simplex tables), by using the marginal values of the primal program. Mutually, we
could have found the solution of the primal program using simplex method by applying the
observations made regarding duality.
Finally, we must observe the fact that the relative marginal value Pp in the dual
program (last simplex table) is equal with 1.600 and that in the primal program and by his
acquisitions, our producer had an extra 1.600 kg of potassium (5.600 kg compared to the
needed 4.000 kg). the other two relative marginal values Pc and Ps (also in the last simplex
table) are zero, and indicate the fact that those constraints are saturated.
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The methodology to solving a linear program with n variables and p specific
constraints
Choosing and defining the variables that permit the writing of the objective and the
i
Analyzing for solving the linear program

If n > 2

If n = 2
Graphic method

Search for a minimum
Search for
a maximum
Exhaustiv
e method

Simplex

Duality
Graphic method

If p = 2

Exhaustive method

Duality

Simplex

If p = 2

Graphic method

Graphic method
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Abstract. The focus of the current research is the determination of the implications
that the turnover’s seasonal character has on the breakeven of the firms in the agriculture
field. The type of research is a case study which aims to build an additive model for
separating the trend, seasonal, and random components, using time-based series to
calculate the seasonal indices and the impact of seasonal factors on the turnover. The
calculation of breakeven in a seasonal environment is affected by a series of factors (e.g.
product’s price, amount of individual variable product cost, total amount of fixed costs)
which presents a random and various evolution, generating consequences cut out for. The
result of the research demonstrates that the seasonal character generates major variations
in the calculation of breakeven and profit, due to some considerations based on the price
policies adopted by managers (maintaining the price at a constant level in order to keep the
customers and to secure the market position). All these elements lead to an unfavorable
evolution during the cold season (the breakeven being situated well above the calculated
turnover), and also generate a better dynamic of the turnover when compared to the
breakeven during the warm season.
Key words: seasonal character; turnover; breakeven; profit; agriculture
REL Codes 10 C, 14 B, 15 B

Introduction
The realization of the major political and economical challenge of Romania’s
integration in the European Union generally depends on the level of development of the
agricultural and food industry, both dimensional and qualitative.
The participation of the agriculture at the accomplishment of the economical
criteria of Romanian integration in the European Union, respectively at the creation of a
viable market-driven economy, who has the capacity to face the pressure of the competition
and the market forces existing inside the EU, assumes the reduction of the gap between the
Romanian agriculture and the agriculture of the western European countries, of which the
ones related to efficiency are found in the forefront.
Both in terms of size and structure, and as functionality, the rural space of Romania
presents a special importance in the whole national territory. The agriculture was and is
considered in traditional mode a sector of major importance for the Romanian economy.
These assurances are motivated objectively, but more subjectively, belonging to the
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collective mythology of the Romanian people. The actual situation of the Romanian
agriculture is characterized through multiple problems of social and economic nature,
through an excessive crumbliness of the land, as well as through the existence of numerous
inefficient farms, from economic viewpoint.
The diversity of proprietary forms and the overwhelming weight of the private
property about land, the gradual disappearance of the situation of monopoly of the enterprise
with public capital have generated numerous forms of exploitation of the essential element
of the agriculture activity – the land. In the years of the transition period, in the Romanian
agriculture has taken shape and was consolidated a dual structure of exploitation of the land
fund: on one hand a waste of traditional small farms on the other hand a skimpy relative
number of big farms organized by the principle of the private firms. On an intermediary
position it is situated a small number of individual farms, which dispose of a production
potential and an orientation of the economic activity close to the individual farm from the
European Union countries.
The individual farm it is a production and consume unit whose finality is the realization
of incomes meant to assure, partially or totally, the satisfaction of the needs of the family (Florian,
1994).
The majority of the current farms, small as dimension, is producing for self-consumption,
or combines the autarchic character of the production with the commercialization of some
quantities of products, which are different each year, in terms of natural conditions, the strategy of
the agriculturalist versus the prices offered by the market and the inflation.
A commercial agricultural farm is organized with a dual purpose: business and
profit. The external environment, especially the supply market and the marketplace, have
impact as the exploitation (the farm) amplifies and diversifies its commercial relationships
and becomes a greater consumer of production factors acquired from industrial economic
agents (tractors, machines, equipments, chemical fertilizers, combustibles etc.) or from other
specialized agricultural enterprises (seeds, reproduction cattle, embedding and biological
material etc). The interaction between the internal and external environment constitutes the
major strategic axis for the integration of the commercial agricultural farm in the
exactingness of the market economy.
The familial subsistence farm does not meet the necessary conditions in order to be
considered an economic enterprise because it is mainly manufacturing for self-consumption.
The peasant farms are, simultaneously, spaces for agricultural and food production, living
spaces for the family and, sometimes, housing facilities for tourists. A characteristic of the
peasant farm is that the labor force activity within it is a secondary one, the majority of the
income of the family members who are working in the farm comes from salaries. Only for
retired persons, the work at the farm is the main activity. The curtail of those farms,
according to the technical and economical progress, on the terms of the functioning of
market mechanisms, creates possibilities for organizing viable agricultural units, who are
producing for the market. Only in this case the notions of enterprise, farm or exploitation
can be used.
The viable commercial agricultural exploitations have as main characteristics the
following:
• they obtain large quantities of homogenous products, of high quality, with
reduced costs, which ensures them a high competitive potential;
• they obtain positive financial and economic results, in specific conditions of
patrimony and business management;
• they ensure the necessary conditions for the parity of revenues with those of
other categories of workers and social security;
• they have high payment capacity and solvability, they make investments etc.
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The farm is a primary unit in agriculture, it has the family as main work force, it
represents an organizational form which ensures political and social stability, as well as
economical justice for the agriculturist, if it is competitive on the market (Otiman,. The
small farms or even the middle-sized ones ensure a part of the family’s revenues outside the
farm, as the agriculture is unable to offer the acceptable incomes for a decent life. As basic
cells of the agriculture, the agricultural exploitations are accomplishing a function of
production which assumes, among other things, the choice of the products who are to be
obtained, of the way in which it would be therefore acted, of the productions factors to be
used, of the methods for organization of the working processes, going until the assumption
of some risks peculiar to the agricultural production. It is considered that the heads of those
farms are appearing, in these conditions, as real entrepreneurs, starting new businesses (any
change in the structure of products thus becoming a situation of this kind), passing material,
financial and human means in order to achieve some good production and financial results.
In the activities above mentioned, a great variety of contexts is called upon, generated by:
• endogenous factors: the size of the exploitations, their economic potential, the
technological knowledge of the chiefs, the degree of the information of those
managing the exploitations in which concerns the market phenomenon, the
managerial abilities of the chiefs, the orientation of the exploitation towards the
development of a commercial agriculture etc.;
• exogenous factors: the general economic policy; the agricultural policies; put
into action through laws or applied using different economic levers; the market,
through its basic components: the agricultural goods market, the financial
market, the labor force market; the fiscal policy; the policy aiming at the
segments up and down the agriculture; the world economic conjuncture etc.
Naturally, the variety of means and their levels of manifestation of this multitude of
condition will generate different production systems, in which regards the level of intensity
and generally, their degree of development, whose impact on the economy of the farms is
strong enough. “It is appreciated that, in our agriculture, the precarious economic state of the
majority of exploitations makes that the process of creating consolidate manufacturing
structures, specific to a sustainable agriculture, is at its beginning”(Voicu, 2000a).
In the measure in which the practice of a developed agriculture is desired, a
requirement absolutely necessary (according to the specialists) for Romania, in which are to
be used methods and techniques ranging from those of intensification (based on efficient
allocation of factors) to the ecological ones, who are implying rationality and control over
what is administered in the vegetal production and the husbandry, then it must be called into
requisition the step by step improvement of the present production systems. Having in view
the present state of the production systems from the agricultural exploitations from our
country in which regards the orientation of the practiced structures and technologies (the
number and the type of the works, the used means, the seeds, the biological quality of raised
cattle, the mode of forage, the nutritive contents of the forage etc.), the improvement is not a
problem who is to be discussed in order to be or not to be achieved, but, at the most, to take
into consideration the time that will be necessary, as well as the resources and modalities to
assure them, needed to achieve such a purpose, who must be part of the Romanian
agricultural policy (Voicu, 2006).
A systemic approach to the agricultural exploitation
The concept of system can be defined as a distinct set of elements, found in relations of
specific interdependency, stable enough, forming an organized whole, which is functioning with
the aim to achieve some objectives. The main characteristics of a system are:
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a. the objectives that are its reason for existence, respectively its motivation and
finalization;
b. the static of the system or the constructive component made of the totality of
the system’s elements and entities;
c. the functional or dynamic component of the system, which includes the
relationships and reports between the elements of the system.
In order to achieve its objectives, the system uses internal and external resources
(the inputs into the system), who are allocated and used in the processes taking place inside,
by regulating its own activity. The system is organizing or structuring, it is leading itself,
obtaining certain results (the outputs from the system). Any system has, therefore, besides
inputs and exists, a subsystem which transforms the inputs into outputs, named “directive
system”, “for execution” or “operational”, as well as a “leading subsystem” or “regulating”
(named “decision block”) who controls and directs the functioning, in optimal conditions, of
the whole system. The outputs, formalized as information, from the directive subsystem are
taken by the leading subsystem that processes them and introduces them again in the
directive subsystem, as commands, in order to regulate the activity. Between the two
subsystems appears a retroaction named “feedback”-like connection. The science who
studies the mechanism of functioning and leading of this kind of self-regulating system, that
includes more than a feedback regulating loop it is the cybernetic, and the system is
considered a cybernetic system.
By approaching the agricultural exploitation in this systemic vision, it may be
considered that she is functioning like a cybernetic system. The consideration of system is
determined by the existence of three characteristics at the level of agricultural units:
• the objectives: the realization of vegetal and animal products, of services, small
quantities of food, beverages etc inside an artisan system;
• the constructive component, treated under the aspect of the primary elements,
biological, human, land, material, financial, technological, organizational in
nature, that are participating in the manufacturing processes developed in order
to achieve the objectives;
• the functional component, made of the whole of relationships manifesting
between the components (i.e. the relationships between the number of animals
and the number of persons from the ménage who are taking care of them; surface
of the agricultural area – number of animals).
The “agricultural exploitation” system presents some peculiar characteristics:
• the productive activity is developed under the specific influence of the natural
environment, of the climatic, relief, precipitations etc. the system-environment
relationship being in a perpetual adaptation;
• the productive processes are subjected to the influence of some factors of
perturbation, who are uncontrollable or unpredictable (calamities, epizootic);
• in this type of system the natural reproductive processes are combined with the
economic ones, which determines that the activity is not uniform relative to the
space and time coordinates (the seasonal character of the works and production,
the different level of production per unit of surface or per animal at the same
product, in terms of the soil or animals potential).
By synthesizing the common characteristics of a system and the ones peculiar to the
agricultural production, it can be appreciated that the agricultural exploitation is a social,
complex, dynamic, open and probabilistic technical and economical system (Oancea, 1992).
The technical and economical character is determined by the technical and
technological nature of the elements composing the system, which are used by the
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operational subsystem in the specific manufacturing processes, but mandatory in the
economical vision, as they interfere by means of quality, quantity and cost.
The agricultural exploitation is a social system because the deciding factor in its
functioning as a system is the human one, whose social problems are important objectives.
The dynamic character is given by the need of permanent adapting the agricultural
exploitation to the environmental changes and the evolution of some external factors, this
modifying its state in order to ensure equilibrium.
The open system character of the agricultural exploitation is given by the fact that
it is part of other larger systems, thus becoming a subsystem of those, by entering in multiple
relationships with other subsystems – economical units supplying what it needs and taking
over or selling its products. It enters, also, in relationships with the general system that is the
national economy, of which it’s a part.
The probabilistic character of the “agricultural exploitation“ system is given by the
fact that it is permanently influenced by natural, biologic or external factors, connected to
the existence or inexistence of some resources, by the elements of the resources market, of
the products and services market.
The functioning of the agricultural exploitations is based on a series of “inputs”
represented by material elements (seeds, forages, fertilizers, animals etc.), human, financial,
informational, technological, scientific etc, who, inside the executive or operational
subsystem, are transformed into vegetal and animal products, productions, services,
information etc., which reflects the results obtained and represents their “outputs”.
The “agricultural exploitation” system has a proper regulatory system formed by
the totality of its elements (decisional – chiefs of the exploitations) who are ensuring the
self-leadership and the self-regulation of the system based on the information retrieved from
the operational subsystem, by intervening on the “inputs” or on the mechanism of
functioning of the operational subsystem. It is resulting that the agricultural exploitation can
be assimilated to a cybernetic system and can be studied, projected and led using the
methodology, methods and the modern procedures offered by the cybernetic. (Gruia, 1988).
The cybernetic approach of the agricultural exploitation is presented in the figure
no.1. Generally speaking, its functioning is defined by “inputs”, subjected to some
characteristic processes of transformation, from which are resulting the “outputs” of the
system, all coordinated by a command and control system, and influenced by a series of
perturbation factors. The productive process is developed within a cycle whose characteristic
is the double loop of inverse connection. According to the presented schema, it can be
observed that the human factor has the possibility of intervention in the regulation of the
system, acting on the inputs in terms of the forecast over the action of the factors of
perturbation.
The husbandry characterizes the degree of development of the agriculture and of
assurance of a better qualitative food for the population. Similar to a factory, the animals are
transforming a great part of the foraging resources and products of the soil in goods for the
human consumption. More than the agriculture, the husbandry allows the concentration of
the production, the access of the technical progress, the organization of the productive
process similar with the agricultural one, the more uniform and complete use of the labor
force. Even if it is unconceivable without vegetal production, the animal production is less
dependant of the land and the natural conditions, the man mastering in a better way the
process of production and the reproductive one. Therefore, it contributes to the decrease of
the variations of the agricultural production from one year to the other. In normal conditions,
in the husbandry, is realized a value added, per unit of consumed resource, superior to the
one from the culture of plants and, based on this, a high economic efficiency (Popescu,
2001, pp 113-114).
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Because of the lack of harmonization between the vegetal and animal productive
sectors with the processing and commercial sectors, the zoo technical sector became an
unattractive business, the effective of cattle being in a continuous decrease, which means a
decrease in the intensification of the Romanian agriculture.

FEED-BACK
FEED BEFORE
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CONTROL SYSTEM
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]ANTHROPIC FACTOR
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BIOCE NOSYS
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ANIMAL PRODUCT
SERVICES
INFORMAŢION
SUBSTANCES

x = system input; y = system output
Source: Oancea M., ”Managementul în unităţile zootehnice”, curs lito., USAMV, Bucureşti, 1992.
Figure 1 The cybernetic approach of the agricultural exploitation

The turnover’s seasonality
The usefulness of the information regarding the turnover’s seasonal character, the
identification of the minimum and maximum levels, is retrieved in adopting some
management decisions about the allocation and the rational use of financial, human and
material resources.
Taking some economic decisions about the production and sale of products in the
agricultural exploitations is influenced by a wide range of factors. Inside this range might be
included: pollution control, national priorities, political and moral factors and even the
climatic conditions. Each factor can or cannot be quantified. Each factor has a certain value
and it is only the analyst’s choice to identify and measure a wider range of influence factors.
Romania’s and other European countries position in the temperate continental
climate zone provokes the seasonality to be determined mainly by the climatic conditions.
For the analyzed enterprises, it can be seen the major influence of the seasonality on the
production and on the unit cost, on the turnover and on the operational profit. The reduction
in total costs, and mostly in the fixed ones during the warm season, does not reflect a more
judicious use of the consumed resources and a real economy. Seasonality has a series of
negative effects on the use of resources (regardless their nature), these resources can be
overburdened during the season and incompletely used in the rest of the year.
This seasonality generates major fluctuations in the profit level. Due to the fact that
the enterprise cannot modify the price of the products accordingly to the monthly calculated
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production costs due to market actions, in most cases the result is an unfavorable evolution
of the ratio between the turnover and the total amount of expenses (the cost being
determined in respect with the fixed and variable expenses) during the cold season.
Contrarily, during the season, the turnover’s evolution is superior to that of the costs, which
results in an increased profitableness.
The seasonality is a particular characteristic of the activities of some agricultural
exploitations, presenting itself under the form of rhythmically repeating oscillations (due to
the successive seasons), with a constant periodicity of one year, whose manifestation is
visible just for the chronological series, whose terms refers time units shorter than the year
(days, months, trimester, semester).
In most cases, inside the agricultural exploitations, the seasonality is determined by
the structure of the obtained production, vegetal and animal, and, even more by the quality
indices of the manufactured products, with influence on the transformation quotients of the
basic products in finished products.
The structure of the turnover by categories of products during 2004-2006, in an
agro-zoo technical exploitation, is presented below:
Table 1
The structure of the turnover thousands of lei
Products

2004

milk
acidophil
pressed cheese
cheese
Total

Value
201,92
1.413,88
833,62
316,21
2.765,64

Weight
7,30%
51,12%
30,14%
11,43%
100,00%

2005
Value
246,54
1.518,67
864,33
270,90
2.900,44

2006
Weight
8,50%
52,36%
29,80%
9,34%
100,00%

Value
251,45
1.466,83
954,63
234,01
2.906,91

Weight
8,65%
50,46%
32,84%
8,05%
100,00%

The evolution of an economical phenomenon is determined by several causal
factors - some defining the systematic components and others the random components – so
the terms ( y ) of a chronological series (in the current situation, these terms will represent
t

the quarterly turnover), as a numerical expression of the analyzed phenomenon, can be
decomposed in a sum/product of components and one of the essential problems in analyzing
this kind of series is exactly their separation and statistical evaluation:
(i) the central bent or the trend ( f (t ) );
(ii) the periodical oscillation of the seasonality ( s (t ) );
(iii) the random deflection ( u t );
Therefore,
y t = f ( t ) + s( t ) + u t - adequately to the additive decomposition model, respectively

y t = f ( t ) ⋅ s( t ) ⋅ u t - adequately to the multiplicative decomposition model
Subsequently a model would be constructed based on the data referring to the
turnovers quarterly evolution during 2004 – 2006, upon which the seasonality of the
analyzed indicator would be characterized and measured (the below table)
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Table 2
Turnover’s quarterly evolution thousands of lei
Year

Quarter
I

II

III

IV

Total

2004
2005
2006
Total

318,88
364,43
401,60
1.084,91

2.075,90
2.105,65
1.947,84
6.129,39

190,43
230,18
315,42
736,02

180,43
200,18
242,06
622,66

2.765,64
2.900,44
2.906,91
8.572,99

-

361,64

2.043,13

245,34

207,55

-

(

yj

Where

yi

annual average turnover;

yj

quarterly average turnover;

y0

average turnover.

yi
691,41
725,11
726,73

y0 )=714,42

In order to select the additive or multiplicative model for components separation
(trend, seasonality or random), the data presented in the table is graphically represented; the
choice for a certain model is based on the placement of the periodical oscillations in respect
to the bent, as following:
•
If the amplitude of the oscillations is constant, the additive model is chosen;
•
If the amplitude of these oscillations increases or decreases compared to the
bent, the multiplicative model is chosen.
The chronological series do not follow actually any of the presented models, so
the model which estimates best the real series is to be chosen. Customarily, during the
determination of the trend, the use of at least two methods is suggested, on order to allow the
analyst to choose that trend assessment which better estimates the real values.
In the context of the analyzed agricultural exploitation, the use of the additive
model for decomposing the terms of a chronological series proves opportune, ascertaining
the constant character of the periodical oscillations compared with the tendency or the inline evolution of quarterly sales. In the turnover’s graphical time log an oscillatory
evolution, of sinusoidal nature can be observed, this leading to the use of a model which
would contain the following components: trend, seasonality and residual.
y t = f (t ) + s ( t ) + u t

where: y the real values of the turnover;
t
f (t ) the trend component (the long-term tendency of the turnover);

s (t )

the seasonal component;

ut

the residual component (random factors).
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Thousands of lei

2.500,00
2.000,00
1.500,00
1.000,00
500,00
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2005
Turnover
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I
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III

II
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I

trim
III

II
trim

trim
I
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IV

0,00

2006

Tendency of the turnover

Figure 2. Turnover’s evolution
Using the variation analysis method:
Δ2y = Δ2y / t + Δ2y / s + Δ2y / u

Where:

Δ2y

total turnover’s variation

Δ

turnover’s variation due to the trend component

Δ

turnover’s variation due to the seasonal component

Δ

turnover’s variation due to the seasonal factors

2
y/t

2
y/s

2
y/u

results that the total turnover’s variation is given by the seasonal component.
Due to the strong seasonal character of the turnover, the relative-measure based
seasonal indices will be calculated using one of the following methods: the arithmetic mean,
the mobile mean, the analytical tendency.
Based on the data of the empirical series, the adjusted values ( y't ) are calculated
based on the selected adjustment function:

y 't = 842,82 − 19,755t
When using the analytical tendency, the following seasonal quotients ( k * ) and
j
values of the turnover without seasonal component results
Table 3
Estimating parameters Thousands of lei
Year
(i)

Qtr.
(j)
I

2004

II
III
IV

2005

I
II
III

yt

t

t2

t ⋅ yt

y 't

k ij

k *j

yt*

318,88

1

1

318,88

823,07

0,3874

0,4940

645,53

2.075,90

2

4

4.151,80

803,31

2,5842

2,8383

731,40

190,43

3

9

571,28

783,56

0,2430

0,3582

531,63

180,43

4

16

721,71

763,80

0,2362

0,3096

582,86

364,43

5

25

1.822,15

744,05

0,4898

0,4940

737,74

2.105,65

6

36

12.633,92

724,29

2,9072

2,8383

741,88

230,18

7

49

1.611,26

704,54

0,3267

0,3582

642,60
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200,18

I

2006

II
III
IV

Total

Where:

8

64

385

1.601,44

684,78

0,3096

646,67

401,60

9

81

3.614,40

665,03

0,6039

0,4940

812,99

1.947,84

10

100

19.478,39

645,27

3,0186

2,8383

686,28

315,42

11

121

3.469,59

625,52

0,5043

0,3582

880,56

242,06

12

144

2.904,68

605,76

0,3996

0,3096

781,95

52899,53

8572,95

8572,99

y't

adjusted values;

k ij

interim seasonal quotients;

kj

seasonal quotients;

k

0,2923

8422,09

corrected seasonal quotients;

*
j

yt*

values without seasonal character.

The intensity of the seasonality wave is calculated as a ratio between the
quarterly averages (based on the yt factors) and their general average. Due to the fact that

y 't
the equality

m

∑k
j =1

j

=m

is not respected, „m” being the number of quarters (m=4), a

correction is necessary according to the following table:
Table 4
The calculation of seasonal quotients
Quarters
(j)
I
II
III
IV
Total

kj

k *j
0,4937
2,8367
0,3580
0,3094
3,9978

0,4940
2,8383
0,3582
0,3096
4,0000

The modifications due to seasonal factors are outlined, they being determined, for
the additive value, using the formula: S = y − y'
(for the multiplicative model, the
ij

following formula:

ij

ij

yij being used), in the last column of the table are presented the
S ij =
y 'ij

adjusted values of the series of analyzed data).
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Table 5
The calculation of seasonal deviation
(Thousands of lei)
Total
deviation

Years (i)

Quarters
(j)

2004

I
II
III
IV

2005

2006

Average

deviation

( Sj )

-372,53

-360,68

-325,13

-1.058,34

-352,78

1.384,49

1.380,54

1.221,11

3.986,14

1.328,71

-500,98

-494,93

-411,31

-1.407,22

-469,07

-510,98

-524,93

-484,67

-1.520,58

-506,86

Note: i-year, j-trimester; i = 1, n, j = 1, m
The adjustment function regarding the turnover’s trend in 2003-2005 will be built
based on the time series, corrected of the seasonal variations, named series without seasonal
character. Following the estimation of parameters, the adjustment function is shown below:
*

y ta* = 594,94 + 16,447t
Table 6

Ajusted value of the turnover (thousands of lei)

2006

2005

2004

Year
(i)

Total

Quarters
(j)
I

1

II

2

III
IV

3
4

I

5

II

6

III

7

IV

8

I

9

II

10

III

11

IV

12

t

t2

t ⋅ yt*

645,53

1

645,53

611,39

731,40
531,63

4
9

1.462,80
1.594,88

627,83
644,28

582,86

16

2.331,45

660,73

737,74

25

3.688,70

677,18

741,88

36

4.451,28

693,62

642,60

49

4.498,23

710,07

646,67

64

5.173,37

726,52

812,99

81

7.316,88

742,96

686,28

100

6.862,78

759,41

880,56

121

9.686,20

775,86

781,95

144

9.383,41

792,30

8.422,09

650

57.095,51

8.422,15

yt*

yta*

The utility of the model consists in the turnover’s estimation. Due to the
existence of the three components (trend, seasonal and random), the prognosis will be
performed in three stages: prognosis of turnover’s values for the next four quarters;
correction of the values with the probable influences of the random variable and finally the
assessment of the trusting intervals through the correction with the seasonal influence
factors (seasonal quotients).
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The quarterly forecasted values of the turnover will be included in the

[Vmin ;Vmax ]

interval, and the minimal and maximal values will be determined as

following:

Vmax = k *j ⋅ ( yt* + tα ⋅ s y * )

Vmin = k *j ⋅ ( yt* − tα ⋅ s y* )

t

t

Where:

s y*

the standard deviation of the forecasted turnover;

tα

the trusting interval of the forecast, with a significant threshold of

t

± tα ⋅ s y *

α=0,05 according to the Student distribution;
forecast error

t

Table 7
Forecasted values of the turnover
(thousands of lei)
Quarters
I
II
III
IV

t

yt*

k *j

s y*

tα

Vmin

Vmax

13
14
15
16

808,75
825,20
841,65
858,09

0,4940
2,8383
0,3582
0,3096

88,7329
89,8674
91,2101
92,7521

2,2281
2,2281
2,2281
2,2281

337,31
1.795,36
192,30
178,51

555,59
2.945,79
314,73
291,77

t

As it can be seen, during the analyzed period, during the second quarter the
seasonality index has values above 1 (2.8383), which means that the seasonal factors have
influenced the increase of the turnover (in absolute terms, the increase was 1.328,71
thousands of lei), while influencing the decrease of the turnover during the other quarters,
the most significant influence in this context being recorded during the last quarter (in
absolute terms, -506,86 thousands of lei).
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Figure 3. Forecasted values of the turnover
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The usefulness of removing the seasonality from a chronological series in which the
seasonal influences are presented is extremely useful in decision-making process related to
estimating the next year’s turnover.
Using the technique to eliminate seasonal influences from data and comparatively
engaging the two distributions (evenly and adjusted) the manager can assume decisions and
measures regarding the supply, production and distribution policies in concordance with the
estimated turnover.
Analysis of the breakeven in seasonal conditions

The seasonal influence on the evolution of production and sales has effects on the
breakeven too. In these terms, reaching the breakeven is conditioned by the cover of fixed
expenses (CF) with the cumulated margin on the variable expenses ( Mb CV cumulat ):
The calculation of the breakeven in seasonal condition is influenced by the
following factors: sales price evolution, variable unit cost evolution and the total amount of
fixed expenses. If the seasonality would not be present, and the unit sales price would
maintain throughout the year, as well as the variable unit cost, and the fixed costs would be
constant (not to be influenced by the start-up and shutdown of some production facilities,
changes in the salaries level for the management, in the furniture expenses and commutation
tickets) the breakeven could be determined in terms of linear activity.
In fact, on the breakeven all the three factors impact usually. For the analyzed
agricultural exploitation, the influence of the three factors is very varied, with some
consequences. In these conditions, the breakeven is calculated in seasonal terms. As an
example, the breakeven moment will be identified, along with the corresponding value of
the turnover, during 2006.
Breakeven’s quarterly
(thousands of lei)

Table 8
Qtr.
I
II
III
IV
TOTAL

Where:

Turnover

CV

MbCV

88.741,25

Qtr.
-83.580,61

1.947.839,04

88.741,25

315.416,86

88.741,25

242.056,47

88.741,25

401.600,64

2.906.913,00

354.965,00

MbCVcum
CFcum

CF

MbCV - CF

Cumulated
-83.580,61

Qtr.
88.741,25

Cumulated
88.741,25

1.365.621,54

1.282.040,92

88.741,25

177.482,50

1.104.558,42

-169.764,39

1.112.276,53

88.741,25

266.223,75

846.052,78

-146.088,53

966.188,00

88.741,25

354.965,00

611.223,00

966.188,00

-172.321,86

354.965,00

cumulated margin on the variable expenses
cumulated fixed cost

Based on the presented data, it results that the critical value of the turnover is reached
during the second quarter of 2006. In order to assess the exact moment when this point is reached,
we will present, on a detailed basis, the evolution of the used indicators for each month.
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Breakeven’s monthly
(thousands of lei)

Table 9
MbCV

CF

MbCV - CF

126.147,13

Qtr.
-64.811,67

Cumulated
-64.811,67

Qtr.
29.580,42

Cumulated
29.580,42

-94.392,09

174.665,25
184.368,88
151.376,55
209.598,30
221.242,65
126.147,13
174.665,25
184.368,88
100.917,70
139.732,20
147.495,10
1.940.725,00

-116.913,37
98.144,43
169.849,64
633.113,99
562.657,91
11.432,96
-81.204,47
-99.992,89
-18.949,33
-42.082,55
-85.056,65
966.188,00

-181.725,04
-83.580,61
86.269,03
719.383,02
1.282.040,92
1.293.473,88
1.212.269,41
1.112.276,53
1.093.327,20
1.051.244,65
966.188,00

29.580,42
29.580,42
29.580,42
29.580,42
29.580,42
29.580,42
29.580,42
29.580,42
29.580,42
29.580,42
29.580,42
354.965,00

59.160,83
88.741,25
118.321,67
147.902,08
177.482,50
207.062,92
236.643,33
266.223,75
295.804,17
325.384,58
354.965,00

-240.885,87
-172.321,86
-32.052,64
571.480,93
1.104.558,42
1.086.410,97
975.626,08
846.052,78
797.523,03
725.860,06
611.223,00

Months

Turnover

CV

January
February
March
April
May
June
July
August
September
October
November
December
TOTAL

61.335,45
57.751,88
282.513,30
321.226,19
842.712,29
783.900,56
137.580,09
93.460,78
84.375,99
81.968,37
97.649,65
62.438,45
2.906.913,00

As a consequence, the critical turnover in 2006 is reached during the month of May
(as the no. 4 figure details)
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Figure 4 Evolution of the cumulated variable cost and cumulated margin of the variable cost

The gap between the two critical turnovers (one calculated in linear condition
and one calculated in seasonal conditions) might have consequences on the decisions taken
by the firm’s management. Reaching the breakeven in May was supported by maintaining,
during the first two months of the analyzed year, of a sales price that did not covered the
production cost, desiring to keep the customers and preserve the market position. During the
month of May it is marked the beginning of a period in which the trend is the reaching of the
critical point, and starting with the month of April and ending with the month of October the
enterprise gains substantial profits, which would allow the coverage of the losses that
occurred at the beginning and end of the year.
Conclusions
The production represents one of the ways to create value by an enterprise. This
process begins with the acceptation of a command and ends with the delivery of the products
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to the beneficiaries. The cost reduction in productive and delivery processes remains one of
the most important aims of the management.
The seasonality is determined mainly by the climatic conditions (succession of
seasons), which influences the production of milk both as overall and as per head of cattle
during a year, including the quality indices for milk and milk derivatives.
The seasonality generates major variations in establishing the breakeven and profit,
because some considerations regarding the price policy that the management team must
adopt (maintaining the sales price unchanged in order to keep the customers and market
presence). All these elements lead to an unfavorable evolution during the cold season and
also generate a better dynamic of the turnover when compared to the breakeven during the
warm season.
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Abstarct. The competitiveness in the brad manufacture field, in the degree in which
the economical environment becomes more and more complex and dynamic, can be
influenced by both the increase of the productivity and the dynamics of the costs, with direct
impact on the selling prices. Therefore, the prediction of the production costs for the
breadstuff and their implications on the economical performance may constitute a powerful
managerial instrument for the bread producers. The type of the research is a study which
aims to identify critical variables which influence the cost, and the calculation of the
probability to attain a value. In the same way has been achieved a sensitivity analysis over
the profit’s evolution of the organization in conditions of variables modification: demand,
market share, price etc. All these elements are conditioned by a large number of economic,
political and social criteria. The result of the research shows the existence of certain
components which significant influence the cost, and another category of components with
an insignificant influence. In conclusion, the modeling performances, costs and stochastic
simulations may offer a high potential for prediction and optimization of costs and also for
increasing organization’s performances.
Key words: sensitivity; cost; performance; bread manufactures; forecasting
REL Codes 7 C, 7 J

Introduction

The bread products represent a great social and economic concernment in
contemporary Romania. Thereby, the cereals and the bread products have a nutritional
importance and also and economical one.
The nutritional importance refers to their high nutritive value, the cereals
representing the most important product for the alimentation of each person, being about
55% of the entire consume of proteins, 15% of the total consume of lipids and 70% of the
whole consume of glucoses. Totally, about 50-55% of the consumed calories are originating
in the cereals. These aliments assure complex carbohydrates for the organism, who are an
important source of energy, especially for the low fat diets.
Through the granulation of cereal berries it results the breadstuff, that is used as
principal raw material for manufacturing the bread and other bakery and pastry products, the
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manufacture of manna croup, pins etc. In the industry, the cereal berries are used as raw
material for the production of starch, dextrin, glucose, alcohol, beer and oils. Also, following
the processing of cereals, some residues remain, that can be used in the food of the animals:
bran, draff, grist etc. Some cereals like the corn, sorghum, rye, barley are used in the animal
food as forage. The cereals have the main advantage that can be deposited and kept for a
long time and can be easily transported at great distance.
The alimentation of each people is oriented, as a rule, on a basic aliment that
ensures the daily need of carbohydrates. While the Asian alimentation has the rice as basic
aliment, the western European alimentation is represented by the potato. But, in the eastern
European alimentation, and particularly in that of the Romanians, the bread is the basic
aliment. The benefic effect of the consume of bread and bakery products on the health status
of the population is highly regarded if we remember the diversity of those products in the
daily alimentation, starting from the consume of cereals for breakfast, until the consume of
pasta, fresh bakery and patisserie products, who are present on the table of each consumer.
Since the bread is a basic aliment, consumed by the population on a daily basis, its
production and that of the entire palette of products has constituted a major preoccupation of
the Romanian society. The appearance of the small bakery enterprises, more flexible and
modernized from all angles of view has made an essential contribution to the restoration of
the production in the way of diversification and improvement of the quality, in order to
achieve the alignment to the standards and requirements imposed by the European Union.
The economical importance of cereals is given by the place that this sector occupies
in the Romanian economy, as cultivated surfaces, obtained production, consume, export,
import etc. Romania is known as a country having a highly bread-consuming population.
We can indicate the fact that there is no individual/family/group who does not have in its
alimentation at least a product from the array diversity of bakery products, either the simple
bread or an array product, so the bread and bakery factories have always been an essential
component of the national economy of any country.
The situation presently found in the bakery products area, as well as its
perspectives, is strongly connected with the cereal products sector. We can therefore
mention that the primary objective in this area is the creation of a competitive market. There
are many firms on the market of bakery products, who sometimes score notable success led
by entrepreneurs who not have experience in the agricultural and alimentary marketing.
Because of this, there are appearing phenomenons as: the increase of the price of the bread,
important surfaces of land remaining not cultivated or worked using means specific to the
previous century, the invasion of bakery and mill products from neighboring countries
(especially Hungary), who are generating important deficit in the commercial balance and
difficulties for the internal producers, the Romanian bakery products have European prices
while the purchasing power of the population is several times smaller that that of the
population of the European countries. Probably most of these negative phenomena would
not exist or would be diminished and much more entrepreneurs would have notable
successes if having sufficient information on this domain.
The mill and bakery industry might take over, unlike the small entrepreneurs, at
industrial level, more operations related to the transformation of the agricultural product in
alimentary product, thus decreasing the time and the effort of the consumer to prepare its
food. Not by chance, presently, in the economically developed countries, within the
economic structure, the industry and the commerce with agro-alimentary products and with
mill and bakery products holds an important share, both as occupied population and
contribution in the GIP.
The market represents the place where a multitude of economic agents are active,
sellers and buyers, each with its own interests, here the prices are formed at the confluence
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between the demand with the offer. An economic agent may come into its own here only if
it is respecting a certain set of very strict rules. These are becoming more important within
the context of integration in the European Union, where only the best are surviving. Having
in view the efforts made at the European Union level concerning the whole chain of the
alimentary security, from the producer to the consumer, we appreciate that is both primary
and necessary for our country the preoccupation of all the bakery factories to apply and
respect the whole legal set regarding the protection of the consumer, through the conception
of recipes and procedures for the manufacture of bakery products that are expected to attend
the standards of hygiene and alimentary security.
In which concerns the internal market of the bakery products, we can say that here
we meet a great number of economic agents, the greatest percentage being represented by
the small and medium enterprises. Form there it can be result also the relative instability and
the low power of the producers from this field. But here we can also observe the powerful
fiscal volatility if this specific market. The level of underground industry has been valued at
more than 75%, being a huge percent. The patronal organizations have stated that it is an
exaggeration and that the real level is no more than 50-60%. The statistics are indicating the
unit consume per habitant at 24 kg/year, but the reality seems to be somewhere at a level
five times greater, thus being over 115 towards 120kgs of bread per habitant.
The price represents the expression of the harmonization between the demand and
the offer; it must be very flexible at the modifications of any of those factors. From here
there are resulting the different forms and levels of the price, it is influenced by conditions
like the number of the producers, the cost of production, the moment, place, mode for the
presentation of a product, the evolution of the taxes and wages, the level of the customers
and their preferences.
In the conditions of the market economy, any enterprise conceives a proper policy
for action through which the evolution headings for present and future are established, as
well as the real modalities of achievement, which are to ensure the remaining on the market
and the overall development.
In the actual context, an enterprise cannot allow itself to develop a profit-driven
activity without having a clear perspective, on short, medium and long term, to ensure its
subsistence and the efficiency, in the conditions in which the economic environment
becomes more and more complex and dynamic. The competitiveness in the brad
manufacture field, in the degree in which the economical environment becomes more and
more complex and dynamic, can be influenced by both the increase of the productivity and
the dynamics of the costs, with direct impact on the selling prices. Therefore, the prediction
of the production costs for the breadstuff and their implications on the economical
performance may constitute a powerful managerial instrument for the bread producers
Sensitivity analysis of the cost
Forecasting the costs is governed by a great number of incertitude factors. The
estimation of the costs is based frequently on incomplete information, and the results are less
precise. The studies which refer to uncertainty made on the sensitivity of costs are adverted
to the examination of each effect individually.
Costs are determinate of great number of factors which represent in cumulative way
total cost with material, labor, capital and of financing attached to products. The estimation
of the costs requires a more precise estimation of both constitutive elements: cost and the
necessary quantities for each factor. As often as not the estimation has based to incomplete
information, and the results can be denatured.
Using stochastic models based on Monte Carlo simulation, it may ascribe those
uncertainties to the prediction of cost, next using sensitivity analysis to determine which
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factors have greater influence on cost. Monte Carlo model may include information about
statistical correlations between inputs, which can disturb the final results. The sensitivity
analysis for input factors can be used easily for determination of cost reduction method.
Using Monte Carlo simulation both performance and costs can be observed. For
example, for the quantification of performance, the input information must be transformed into a
distribution of possible advantage and then correlated with the information related to cost.
Cost estimation is based on modeling of each stage of manufacturing process
individually. Each stage consumes a quantity of raw material considered “input” which shall
generate certain “output” as well as another resources necessary to end the stage. The
individual evaluation offers more flexibility in setting the production line, being useful in
comparison with other manufacturing processes or in modifying the existing processes.
The aim of sensitivity analysis is to identify the critical variables of model’s
parameter, which positive or negative variations compared with the best value of base case,
have the biggest effect on the outputs. In order to be considered a random variable, each
input shall fluctuate around initial value with ±10%.
The procedure which must be followed for the realization of the sensitivity analysis is:
1. The identification of all variables used for the computation of outputs and inputs
of the studied phenomenon.
2. The identification of possible dependent variables from determinist viewpoint,
which can lead to the growth of distortion results and to duplicate registrations. In
this case are eliminated the redundant variables, choosing the most significant
one. Used variables must be as much as possible, independent variables.
3. Effectuation of a quantitative analysis of the variable impact for selecting those
who have small or marginal elasticity. The quantitative analysis can be limited to
significant variables, verifying them if incertitude exist.
4. Evaluation of significant variables elasticity through the effectuation of calculus.
Each time a new value (smaller or greater) shall be attributed to each variable,
writing the differences (in absolute or percent values) against the basic
alternative. Because don’t exists a certainty that the elasticity of variables is
always a linear function, is advisable to verify this, repeating the calculus for
different arbitrary deviations.
5. Identifying critical variables, using selected criteria.
For the product sensitivity analysis the constitutive elements of total cost and
specific factors of these elements will be have in view, as:
− acquisition cost of materials
− price of energy
− labor cost
− indirect cost (inclusive management expenses and marketing cost)
For example we have selected the manufacture of 800 ton of flour (cumulated on all
three nomenclatures on the production: flour 650, 480 and 800).
Summarizing above-mentioned information, results:
The structure of unit cost of flour
Table 1
- lei Elements
Direct cost, from which:
−
corn
−
transport
−
energy

Flour
650
0.4696
0.4868
0.0263
0.0154

Flour
480
0.5483
0.5355
0.0263
0.0154

Flour
800
0.4496
0.4868
0.0263
0.0154

Average
cost
0.4753
0.4904
0.0263
0.0154

Weight in
cost (%)
81.65
84.25
4.52
2.64
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−
vitamin
−
labor
−
bran (it is diminished)
Indirect cost, from which:
−
TESA salary
−
general expenses
−
telecommunication
−
financial expenses
−
other expense
−
depreciation
Total cost

0.0200
0.0095
-0.0884
0.1068
0.0332
0.0109
0.0033
0.0149
0.0058
0.0387
0.5764

395
0.0500
0.0095
-0.0884
0.1068
0.0332
0.0109
0.0033
0.0149
0.0058
0.0387
0.6551

0.0000
0.0095
-0.0884
0.1068
0.0332
0.0109
0.0033
0.0149
0.0058
0.0387
0.5564

0.0221
0.0095
-0.0884
0.1068
0.0332
0.0109
0.0033
0.0149
0.0058
0.0387
0.5821

3.80
1.63
-15.19
18.35
5.70
1.87
0.57
2.56
1.00
6.65
100

According with the amount of obtained production, for a quantity of 800 tons, the
following expenses will result:
Total cost and unit cost
Table 2
Elements
Direct cost, from which:
−
corn
−
transport
−
energy
−
vitamin
−
labor
−
bran (it is diminished)
Indirect cost, from which:
−
TESA salary
−
general expenses
−
telecommunication
−
financial expenses
−
other expense
−
depreciation
Total cost
Quantity (tone)
Unit cost (lei)

Value
380.240
392.320
21.040
12.320
17.680
7.600
-70.720
85.440
26.560
8.720
2.640
11.920
4.640
30.960
465.680
800
0,5821

Sensitivity analysis performed in the next step will put in evidence the effects of
modifying critical variables on the total cost and on the unit cost.
To determine the effects of variation cost element’s, each component of cost will be
modified against basic through his growth or decrease separately with 1%, 2%, 3% … 10%
and all other elements remaining unchanged and the total cost and then unit cost will be
recalculated.
Each component of cost will take by turn the value from the following tables:
The cost element’s variation (lei)
Table 3
Elements
Corn
Transport
Energy
Vitamin
Labor
Bran

-10,00%

-9,00%

-8,00%

-7,00%

-6,00%

-5,00%

-4,00%

353.088,00

357.011,20

360.934,40

364.857,60

368.780,80

372.704,00

376.627,20

11.088,00

11.211,20

11.334,40

11.457,60

11.580,80

11.704,00

11.827,20

18.936,00

19.146,40

19.356,80

19.567,20

19.777,60

19.988,00

20.198,40

6.840,00

6.916,00

6.992,00

7.068,00

7.144,00

7.220,00

7.296,00

15.912,00

16.088,80

16.265,60

16.442,40

16.619,20

16.796,00

16.972,80

-63.648,00

-64.355,20

-65.062,40

-65.769,60

-66.476,80

-67.184,00

-67.891,20

395
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Indirect
cost

76.896,00

77.750,40

78.604,80

79.459,20

80.313,60

81.168,00

82.022,40

Elements
Corn
Transport
Energy
Vitamin
Labor
Bran
Indirect
cost

-3,00%
380.550,40
11.950,40
20.408,80
7.372,00
17.149,60
-68.598,40

-2,00%
384.473,60
12.073,60
20.619,20
7.448,00
17.326,40
-69.305,60

-1,00%
388.396,80
12.196,80
20.829,60
7.524,00
17.503,20
-70.012,80

0,00%
392.320,00
12.320,00
21.040,00
7.600,00
17.680,00
-70.720,00

1,00%
396.243,20
12.443,20
21.250,40
7.676,00
17.856,80
-71.427,20

2,00%
400.166,40
12.566,40
21.460,80
7.752,00
18.033,60
-72.134,40

3,00%
404.089,60
12.689,60
21.671,20
7.828,00
18.210,40
-72.841,60

82.876,80

83.731,20

84.585,60

85.440,00

86.294,40

87.148,80

88.003,20

Elements
Corn
Transport
Energy
Vitamin
Labor
Bran
Indirect
cost

4,00%
408.012,80
12.812,80
21.881,60
7.904,00
18.387,20
-73.548,80

5,00%
411.936,00
12.936,00
22.092,00
7.980,00
18.564,00
-74.256,00

6,00%
415.859,20
13.059,20
22.302,40
8.056,00
18.740,80
-74.963,20

7,00%
419.782,40
13.182,40
22.512,80
8.132,00
18.917,60
-75.670,40

8,00%
423.705,60
13.305,60
22.723,20
8.208,00
19.094,40
-76.377,60

9,00%
427.628,80
13.428,80
22.933,60
8.284,00
19.271,20
-77.084,80

10,00%
431.552,00
13.552,00
23.144,00
8.360,00
19.448,00
-77.792,00

88.857,60
89.712,00
90.566,40
91.420,80
92.275,20
93.129,60
93.984,00
Notă: The total expenses do not result from the column-based summarization of the elements
presented in the previous tables

Total unit cost (lei)
Table 4
Elements
Corn
Transport
Energy
Vitamin
Labor
Bran
Indirect cost
Elements
Corn
Transport
Energy
Vitamin
Labor
Bran
Indirect
cost

-10,00%
0,5331
0,5806
0,5795
0,5812
0,5799
0,5909
0,5714

-9,00%
0,5380
0,5807
0,5797
0,5812
0,5801
0,5901
0,5725

-8,00%
0,5429
0,5809
0,5800
0,5813
0,5803
0,5892
0,5736

-7,00%
0,5478
0,5810
0,5803
0,5814
0,5806
0,5883
0,5746

-6,00%
0,5527
0,5812
0,5805
0,5815
0,5808
0,5874
0,5757

-5,00%
0,5576
0,5813
0,5808
0,5816
0,5810
0,5865
0,5768

-4,00%
0,5625
0,5815
0,5810
0,5817
0,5812
0,5856
0,5778

-3,00%
0,5674
0,5816
0,5813
0,5818
0,5814
0,5848
0,5789

-2,00%
0,5723
0,5818
0,5816
0,5819
0,5817
0,5839
0,5800

-1,00%
0,5772
0,5819
0,5818
0,5820
0,5819
0,5830
0,5810

1,00%
0,5870
0,5823
0,5824
0,5822
0,5823
0,5812

2,00%
0,5919
0,5824
0,5826
0,5823
0,5825
0,5803

3,00%
0,5968
0,5826
0,5829
0,5824
0,5828
0,5794

4,00%
0,6017
0,5827
0,5832
0,5825
0,5830
0,5786

5,00%
0,6066
0,5829
0,5834
0,5826
0,5832
0,5777

6,00%
0,6115
0,5830
0,5837
0,5827
0,5834
0,5768

7,00%
0,6164
0,5832
0,5839
0,5828
0,5836
0,5759

8,00%
0,6213
0,5833
0,5842
0,5829
0,5839
0,5750

9,00%
0,6262
0,5835
0,5845
0,5830
0,5841
0,5741

10,00%
0,6311
0,5836
0,5847
0,5831
0,5843
0,5733

0,5832

0,5842

0,5853

0,5864

0,5874

0,5885

0,5896

0,5906

0,5917

0,5928

The result indicates two categories of elements: one which has significant
influences on the total cost, and another category of components with an insignificant
influence. In the first category are included the raw materials (corn) and the second category
includes: energy, labor, vitamin etc.
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Figure 1. Sensitivity analysis

The elasticity of cost element’s
Table 5
Elements
Corn
Transport
Energy
Vitamin
Labor
Bran
Indirect cost

Elasticity
0,8425
0,0265
0,0452
0,0163
0,0380
-0,1519
0,1835

Using the Monte-Carlo method over the cost of flour it results the following
individual and cumulate probability of reaching each value of cost.
−

Relative probability:

Pi = f i

N

∑ f , i = 1, m , p0 = 0
i =1

i

k

−

Cumulated probability:

Pk = ∑ p i , k = 1, m
i =1

Relative and cumulated probability

Table 6
Cost

Relative
Cumulated Cost
Relative
Cumulated Cost
Relative
Cumulated
probability probability
probability probability
probability probability
0,533
0,0068
0,0068 0,576
0,0136
0,1224 0,589
0,0136
0,8980
0,538
0,0068
0,0136 0,577
0,0204
0,1429 0,590
0,0136
0,9116
0,543
0,0068
0,0204 0,578
0,0136
0,1565 0,591
0,0136
0,9252
0,548
0,0068
0,0272 0,579
0,0272
0,1837 0,592
0,0136
0,9388
0,553
0,0068
0,0340 0,580
0,0544
0,2381 0,593
0,0068
0,9456
0,558
0,0068
0,0408 0,581
0,1497
0,3878 0,597
0,0068
0,9524
0,562
0,0068
0,0476 0,582
0,1905
0,5782 0,602
0,0068
0,9592
0,567
0,0068
0,0544 0,583
0,1633
0,7415 0,607
0,0068
0,9660
0,571
0,0068
0,0612 0,584
0,0748
0,8163 0,612
0,0068
0,9728
0,572
0,0136
0,0748 0,585
0,0204
0,8367 0,616
0,0068
0,9796
0,573
0,0068
0,0816 0,586
0,0136
0,8503 0,621
0,0068
0,9864
0,574
0,0136
0,0952 0,587
0,0272
0,8776 0,626
0,0068
0,9932
0,575
0,0136
0,1088 0,588
0,0068
0,8844 0,631
0,0068
1,0000
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Figure 2. The cumulated probability

At the level of bread production, according to the data indicated in the product
recipe and to the other elements of expenses, the following structure of the cost results:
The structure of unit cost for 0,270 kg of bread
Table 7
Cost element’s
Direct cost
Flour
Water
beer yeast
Salt
Ameliorative elements
Energy
Labor
Indirect cost
Total cost

Quantity
- kg 0,308
0,200
0,098
0,006
0,004
0,001
-

Cost
- lei 0,4075
0,1163
0,0001
0,0900
0,0032
0,0960
0,0178
0,0840
0,0997
0,5072

Weight in overall
-%80,34%
22,94%
0,03%
17,74%
0,63%
18,93%
3,51%
16,56%
19,66%
100,00%

In conclusion, in an integrated mill-bakery system, the production cost for a 270
grams bread is approximately 0.5072 lei, to which is added the distribution and selling
expenses, and the commercial profitability is situated, given a proper network of stores, at
approximately 31%.
Given the conditions that the bread producer does not owns a proper mill, the
commercial profitability is situated at a level between 8 and 10%.
Measuring the performances in the conditions of an integrated system
Finality of either activity is reduced to measuring the benefit brought by this. For
measuring performances it will have to bear in mind on the one hand the profit and on the
other hand the return rates. The profit represents the main component which reflects firm’s
performance and capacity to reinvest.
Concordantly with activity’s specific and environment’s condition in which the
enterprise acts, the critical variables can be: selling price, demand, salaries, productivity, raw
materials and energy costs.
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The effects of modification of the critical variables on the profit are presented in the
following tables by the variation of each variable separately through his growth or decrease
with 1%, 2%, 3%, 4%, 5% and all other elements remaining unchanged.
The effects of modification of the critical variables on the profit (lei)
Table 8
Elements
Selling price
Demand
Salaries
Productivity
Raw
materials

-5%
199.643
233.593
261.633
247.633

-4%
210.641
237.801
260.233
249.033

-3%
221.639
242.009
258.833
250.433

-2%
232.637
246.217
257.433
251.833

-1%
243.635
250.425
256.033
253.233

0%
254.633
254.633
254.633
254.633

1%
265.631
258.841
253.233
256.033

2%
276.629
263.049
251.833
257.433

3%
287.627
267.257
250.433
258.833

4%
298.625
271.465
249.033
260.233

5%
309.623
275.673
247.633
261.633

281.583 276.193

270.803

265.413

260.023

254.633

249.243

243.853

238.463

233.073

227.683

Percent modification of profit in concordance with modification of critical variables
Table 9
Elements
-5%
-4%
-3%
-2%
-1%
Selling
-21,60% -17,28% -12,96% -8,64% -4,32%
price
Demand
-8,26% -6,61% -4,96% -3,31% -1,65%
Salaries
2,75%
2,20%
1,65% 1,10% 0,55%
Productivity -2,75% -2,20% -1,65% -1,10% -0,55%
Raw
10,58%
8,47%
6,35% 4,23% 2,12%
materials

0%

1%

2%

3%

4%

5%

0,00%

4,32%

8,64%

12,96%

17,28%

21,60%

0,00% 1,65% 3,31%
0,00% -0,55% -1,10%
0,00% 0,55% 1,10%

4,96%
-1,65%
1,65%

6,61%
-2,20%
2,20%

8,26%
-2,75%
2,75%

0,00% -2,12% -4,23%

-6,35%

-8,47% -10,58%

In the case on analyzed enterprise we can identify the next parameters with
specified type of elasticity.
The elasticity of critical variables
Table 10
Elements
Selling price
Demand
Salaries
Productivity
Raw materials

Elasticity
4,319
1,653
-0,550
0,550
-2,117

From the elasticity values hereinbefore presented, results that modification of the
price variable determines a modification of same sense but of greater amplitude of the profit.
The evolution of price in a certain direction is determined in first place by market’s
dynamic, by the prices offered by competitors. A possible growth of price can affect more
than proportional sold quantity generating a profit decrease and increase of operationally
risk. Inversely, diminishing the selling price and the gross margin on the variable cost can be
compensated through the increase of the volume of sold production. The sale price can have
a descending evolution in report with turnover when volume of sale increases in the sequel
of some price reductions.
In the same tendency is situated also the modification of the demand variable due
to the fact that exists a part of production costs which are not modifying significantly.
However, we must have in view the correlation between demand, the possibilities to satisfy
it and the capacity of production. If capacity of production of the equipments would be
found below the market quota it is necessary to enforce its extension. In the present
situation, the analyzed enterprise doesn’t use maximally the production capacity and an
increase of the demand by up to 5% can be covered with existing equipments.
The modification of the productivity presents a positive elasticity, but with a
subunit value, which is explained through the fact that about profit acts simultaneously some
factors with different action directions. On the one hand the income from the capitalization
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of end-products increases and on the other the amount of total expenses increases, based on
variable cost but in a different proportion.
A different dynamic against profit has the evolution of the salaries and equipment
variables. The modification amplitude of these variables causes narrower amplitude of profit
modification. These are explained through the fact that they detain a small weight in unit cost, and
in the total expenditures related to the incomes realized from the sale of the end-products.
Having in view the profit evolution and related expenditures the determination and
trace of the modification of consumed resources profitability ratio in the same condition as
the evolution of critical variable is necessary. In terms of relative stability the level of
consumed resources profitability ratio is 30.13%, but through the change of the value of
critical variables results the data presented in table hereinafter.
Consumed resources profitability ratio
Table 11
Elements
Selling
price
Demand
Salaries
Productivity
Raw
materials

-5%

-4%

-3%

-2%

-1%

1%

2%

3%

4%

5%

23,62%

24,92%

26,22%

27,53%

28,83%

30,13%

31,43%

32,73%

34,03%

35,33%

28,80%

29,07%

29,34%

29,61%

29,87%

30,13%

30,38%

30,63%

30,88%

31,12%

31,21%
29,06%

31,00%
29,27%

30,78%
29,48%

30,56%
29,70%

30,34%
29,91%

30,13%
30,13%

29,91%
30,34%

29,70%
30,56%

29,48%
30,78%

29,27%
31,00%

34,41%

33,53%

32,67%

31,81%

30,96%

30,13%

29,30%

28,49%

27,69%

26,89%

From data analysis results that the highest profitability is recorded in the case of
selling price increase, or reduction of raw materials and energy costs in which case the
indicator’s value comes up to 35,53 %.
In stability terms, the analyzed enterprise registers a sales profitability ratio of
around 23%.
Return of sales ratio
Table 12
Elements

-5%

Selling
price
Demand
Salaries
Productivity
Raw
materials

-4%

-3%

-2%

-1%

1%

2%

3%

4%

5%

19,1%

20,0%

20,8%

21,6%

22,4%

23,2%

23,9%

24,7%

25,4%

26,1%

22,4%
23,8%
22,5%

22,5%
23,7%
22,6%

22,7%
23,5%
22,8%

22,8%
23,4%
22,9%

23,0%
23,3%
23,0%

23,2%
23,2%
23,2%

23,3%
23,0%
23,3%

23,4%
22,9%
23,4%

23,6%
22,8%
23,5%

23,7%
22,6%
23,7%

25,6%

25,1%

24,6%

24,1%

23,6%

23,2%

22,7%

22,2%

21,7%

21,2%

From presented data, it results that the sales profitability ratio has a slower
evolution than the consumed resources profitability ratio. The values for the commercial
profitability, given the conditions of an integrated mill-bakery system, will be clearly
superior to the industry average. However, the values are situated around the sector average,
exception being the situations in which the price increases or the materials cost is reduced.
The enterprises which register a high level of fixed cost are more risky and less
flexible to the changes in economic environment modifications. Profit sensitivity depends
both on the level of fixed cost and on the turnover’s level given by price evolution.
Thought repeated calculation for each value of critical variables, it results the
following probability distribution and cumulated probability distribution for the sales
profitability ratio and consumed resources profitability ratio.
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Figure 3. Probability distribution and cumulated probability distribution for the sales profitability ratio
and consumed resources profitability ratio

The cumulated probability curve (or the table of values) enables us to attribute a
degree of risk, if the cumulated probability is bigger or not than the reference value, which is
considered as critical. Also it can be estimated which is the probability as the sales
profitability ratio to be smaller than certain value which in this case will be adopted as limit.
Conclusions
Over the cost two category of elements are acting: one which significantly
influences the total cost (material costs), and another category of components with an
insignificant influence (energy). All these can support decisions to maintain or eliminate
from product portfolio those products which can register major variation of cost. But cost
analysis is insufficient without having in view the benefits brought by the capitalization of
the production.
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Similarly we follow a sensitivity analysis about profit evolution to firm level
profitability ratios in terms of variables modification: demand, selling price etc. All these
elements are conditioned by a large number of economic, political and social criteria. It has
been observed that in case of profitability ratios the different values in what concerns the
elasticity are registered, the result being that sales profitability ratio, but even more the
consumed resources profitability ratio is more sensitive to the modification of variables than
the profit. As in the case of costs there are occurring some elements which have significant
influence about ratio variation such as price and demand, and another category of elements
with an insignificant influence such as salaries.
From the probabilistic study results that is a relative high probability as the sales
profitability ratio and the consumed resources profitability ratio to maintain close to the
values registered for the moment.
The modeling of the performances, the costs and the stochastic simulations may
offer a high potential for prediction and optimization of costs and also for increasing
organization’s performances.
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Abstract. The knowledge society and the new economy, characterized by a
continuous progress, seem to offer the best opportunities for creativity, flexibility and
innovation.
The “3 I” of the knowledge society symbolize processes that define the
phenomenology of this society, meaning: innovation, learning and human interactivity. They
are linked and work together, high lining the society’s essence itself.
In this triangle, innovation, that includes both the invention results as well as the
innovation results, means the process of generating and developing, in an applicative way,
the new ideas. One of the main trends for the knowledge society is reflected in the European
Union’s programmes and it refers to accelerating the continuous learning process.
The evolution of the knowledge society in the European Union determines an
increase of the innovation processes importance, in all their ways of evolving. In the
knowledge society and the new economy, the innovation becomes a general rule of the
professional behaviour and of the efficient organization’s dynamic, being a long-term
approach, extended over the non-technical areas.
Key words: innovation; creativity; performance; continuous learning; knowledge.
REL Codes: 18D

The new economy, characterized by a continuous progress, seems to offer the best
opportunities for creativity, flexibility and innovation. The “3 I” of the knowledge society
symbolize processes that define the phenomenology of this society, meaning: innovation,
learning and human interactivity. They are linked and work together, high lining the
society’s essence itself.
In this triangle, innovation, that includes both the invention results as well as the
innovation results, means the process of generating and developing, in an applicative way,
the new ideas. Learning corresponds to the absorption process of explicit knowledge and to
their exposal through behaviour changes and mental models. As a link factor between them,
the human interactivity influences the relationship between knowledge activities within
organizations and society as a whole.
Under these conditions, the “3 I” become a knowledge boot, a continuous dynamic
generating solutions and ideas.
The knowledge society evolution determines the recognition of the innovation
processes’ importance, in their diverse ways of appearance. In the industrial society’s
culture, innovation was seen as a form of creation and application of the knowledge act’s
results, specific to technical and engineer sciences. In the knowledge society and new
economy, innovation becomes a general rule in professionals’ behavior and in the dynamic
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of a performance organization, being a long-term approach, extended over the non-technical
areas (Welch, Welch, 2005, pp. 106-108).
The main element the organizations from the new economy have in common is the
fact that their success comes from innovation; the competitive advantage increases in the
favour of the organizations that use their technical skills, experience and knowledge in order
to create new products, processes and services.
Innovation means changes and this type of changes can have two forms:
• Product innovation, meaning what an organization offers
• Process innovation, meaning the way in which products are manufactured and
delivered.
Innovation can contribute in many ways; for example, it expresses a strong
correlation between performance and new products. Innovation is very important, because
the environment is in a continuous change. The transformations from the socio-economic
field: the customers expectations, desires, needs, their power to buy, represent, both
opportunities and limits, thus innovation represents the main method of obtaining
competitive advantage.
Although product innovation is very important, process innovation has a major
role, because realizing something that nobody else realises or doing this in a manner that
nobody makes it better, represents a strong source of competitive advantage.
Another dimension that has to be taken into account is the novelty level involved.
If this is modifying from minor improvements until radical changes, it modifies the way in
which products are perceived and used. Sometimes, these changes characterize an activity or
a private sector, but when they are radical, they can modify the base of the entire society.
Regarding the process innovation, these differences are very important. The ways
in which daily changes are approached differ from the ones occasionally realized, in order to
modify the processes.
The modern forms of associations, such as clusters, that involve companies,
research centres, universities and public administration institutions, are capable to stimulate
the innovation associated with productivity increases that create new jobs.
The knowledge society evolution brings a new value to learning process, enriching
it with its implications and way of expressing. If in the industrial society, learning was a
derived result of action, in the knowledge society programmed, permanent learning becomes
very important, both at the individual level and at organizational level. In the organizational
dimension, learning influences, along with communication and cooperation, any community.
(Schulz, 2001, pp. 671-672).
A trend considered very important for the knowledge society and expressed in the
European Union’s programmes refers to accelerating the learning process and to extending it
on the whole life cycle.
The evaluation and comparison of the European Union and United States of
America’s innovation performance
The new economy analyses the relationships between the product and the process
innovation, along with the way in which their approach influences the position of each
country in the performance world hierarchy of the national innovation systems; thus, the
European Union’s economy can be characterized by a process innovation focus, while the
American economy is focusing on the product innovation.
An evaluation and a comparison of the innovation performance between the
European Union and the United States of America is difficult to realize, because knowledge,
the main element of the innovation process, is often hard to be measured. The researches of
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such a comparison start from the difference between the technological knowledge and the
scientific or non-technical knowledge.
The technological knowledge is specific to organizations having a technological
activity, being specific to products and processes, because the expenses are not created in
research, but in the production development, where the knowledge is accumulated through
experience.
The scientific or non-technological knowledge refers to the fact that research is
available and used by the potential innovators.
First, sometimes, technological innovations go before the science, meaning the
practical inventions appear before the science understands the way in which they function.
Second, the scientific advance is possible because of the technological one, especially in the
instruments area (ex: microscope). Third, the link between the science and technology varies
considerably among the application fields, in terms of direct usage of the research’s results
and the relative importance attached to them.
Critics of the linear model (science – technology – economic benefits) say that
European Union has many lags regarding the technological application regarding the lack of
the ability to transform the science power in profitable economic innovation. Thus, the
“European Paradox” appeared, outlining the fact that European Union has a meaningful
global role in terms of scientific results and that european companies do not benefit out of
this. On the other side, the United States of America promotes and sustains the application
of the economic innovation within the organizations. (Tidd, Bessant, Pavitt, 2001:
pp.11-12).
Another difference refers to the fact that European Union sustains its leader
position in publications; in this field, is very important the scientific impact over the relevant
research communities. In order to compare the differences between the European Union and
the United States of America, indexes were computed as division between: publications and
populations, publications and research workers, research workers and population. After
computing these indexes, it appeared that the European Union’s results are less than half of
the one obtained by the United States of America.
Moving forward with these evaluations, disciplines of the United States of
America were compared with disciplines of the European Union. Thus, it seemed that the
United States of America were superior in the medical science, while Europe was better only
in technical and engineer sciences.
In order to explore in detail the European performance in technology and
innovation compared to the one of the United States of America, a distinction between the
European investments in science and technology and results must be made. The most
important index that shows the Europe’s weaknesses in its efforts of innovating are the
domestic expenses for Research and Development, as a percentage of Gross Domestic
Product. Thus, these expenses of the European Union are below the ones of the United
States of America.
The Research and Development expenses can be divided in many categories.
Figures show that the United States of America government, compared to the one of the
European Union, spends more, both on Research and Development in companies and in
other forms of Research and Development, such as: high education, government etc.
One of the last indexes taken into account for this evaluation is measuring the
importance of the interaction company – university. Along with the financial investments
inn the Research and Development field, skilled and educated human resources represent an
important input in the innovation process. People produce and assimilate knowledge; this is
why some authors consider that scientific people and research workers represent the most
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important outputs regarding the public support of research and universities. (Richard Florida
2004, pp. 88-89)
The European Union’s performance in training the human resources is high lined by
dividing the graduates to the population and by dividing the research workers to the
occupied labour force.
By comparing the high education system, it was seen that European Union, although it
tries to reach a common level, the differences between the academic institutions are big. The high
education institutions from the United States of America have a high number of relevant
population; this thing is, probably, due to the distinction that United States of America make
between: research workers, university graduates, students of technical universities and schools,
while Europe offers in its universities a combination of all three.
Regarding the education expenses per student, the United States of America
overpasses the countries of European Union.
After analysing these factors, the conclusion was that the liaison company –
university is much stronger in United States of America than in Europe.
Conclusions regarding proposals that can help the European innovation
performance
The comparison showed that there are some significant weak points in the scientific
research system and a relatively weak European industry. This is characterized by a low
presence in the sectors based on new technology paradigms, a low level of innovation and a
reduced participation in the international oligopolies in many activities.
Even if there is homogeneity between the European Union’s states, the same thing
also applies in the United States of America. The European Union’s problem might be the
low labour mobility, diverse institutions and linguistic barriers between its members. These
factors make the convergence more difficult. The following proposals are addressed to the
European Union:
• increasing the support for the high quality science; in this direction, the creation
of the European Science Council represents a first step
• The clear difference in the high education system between research workers,
graduates and students
• Increasing the public research in favour of the research open results
• The construction of ambitions, of technological challenging missions in order to
justify the social and politic values
• Rediscovering the usage of an industrial policy in order to promote a strong and
innovative European industry
New economy outlines the intellectual capital and the competitive intelligence
model, meaning the intelligent resources identification that might be in a certain country,
industry, organization. This is the main reason for which the investment importance in
people and competence increased.
In any country, industry or organization, knowledge belongs to people. Without
them, there would not be ideas or innovation. Their tacit knowledge transformed and
implemented in processes and systems, create organizational knowledge.
The main instruments for managing quality with regard to the employees are the
personnel selection and the training. In a knowledge society, talent becomes a rare resource;
this is why the selected worker needs a lot of attention. The personnel motivation is, also,
very important, because, when the employees leave, they take the knowledge with them.
Tacit knowledge cannot always be transformed in explicit knowledge that is why a good
policy is to keep the personnel as much as possible.
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During the innovation process, cooperation becomes very important, because
transferring and sharing knowledge have multiple advantages:
• Save time and reduce effort
• Shorten the decision making processes
• Encourage knowledge usage and promotes collaboration
• Gather knowledge in order to use them within the organization
• Encourage good practices
• Promote products and processes innovation.
Organizations can gather knowledge, technical capacities and experience in order to
create new products, processes and services. (Qureshi, Briggs, Hlupic, 2005, pp. 104-105).
Innovation contributes in many ways. First, research shows a tight correlation
between a country market’s performance and new products. These new products increase the
shares value and lead to the performance increase of these markets.
Knowledge management is based on this process because innovation has a special
statute, having a strategic role. The capacity to create something that nobody else was able
to create or to do it in the same manner, better that anything else represents the main source
of competitive advantage.
The goods of a country, industry or organizations can be tangible or intangible. For
example, most of the companies take into consideration only the financial performance,
considering that the mission of an organization is to obtain profit.
Knowledge management applies in the organizations whose main activity is to transform
ideas in tangible goods. In this case, the best practice is to focus on intangible goods.
The intangible goods of an organization are: people and knowledge, clients, culture,
brands, processes, technology, innovation.
The technological property, meaning licence, author rights, constitute tangible
goods, because knowledge are incorporated in technology.
When they are incorporated in processes, products, documents, they become intellectual
property. Inventions or patents are examples of intellectual property and are protected by law.
When knowledge is created within an organization, they become a resource and
their use can create new products and new processes. Knowledge and innovation represent a
double process – knowledge are a source of innovation and innovation becomes a source for
new knowledge.
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Abstract. This paper aims in investigating Romanian fiscal sustainability based on
reaction function. Due to the fact that Romania experienced distorted negative interest
rates, we considered inappropriate the use of classical tests. Therefore, it was estimated
fiscal reaction function, mainly based on tax smoothing model. Our findings are consistent
with the previous literature and reveal that Romanian fiscal stance reacts to high public
debt by an increase of primary surplus with at least 0.01 percentage points. The reaction is
not instantaneous, it is delayed by 1 or 2 lags, which it is considered as being acceptable,
taking into account the quarterly data used.
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1. Introduction
Public finance sustainability has received much attention. Many authors have
studied this topic among different countries by using different tools of investigation. The
importance of such issue resides, at least in following. On one hand, assessing fiscal
sustainability has much incidence on economic development. According to Gupta, Keen,
Clements, Fletcher, de Mello, and Mani (2002), sustainable development is achieved within
economic development, social development, and a protected environment, and due to their
redistributive nature, fiscal policies have much incidence on economic growth and on human
capital investments. Corsetti and Roubini (1991) revealed that if intertemporal budget
constraint is not supported by empirical evidence, changes in policy or relevant
macroeconomic variables, such as growth, inflation, interest rate will occur at some moment
in the future. Moreover, Moraga and Vidal (2004) emphasized the impact of sustainable
fiscal policies on economic growth, and the necessity of assessing inter-temporal budget
constraints in order to assure sustainability on long term. On the other hand, institutions as
International Monetary Fund (IMF) or Organization of Economic Co-operation and
Development (OECD) focused on fiscal sustainability issue, because, in the early ‘80s and
afterward, most of the industrialized countries have confronted large public debt stocks that
distorted economic activity. Therefore, they experienced many episodes of fiscal
adjustments in order to limit their fiscal deficits. Moreover, member states of European
Monetary Union (EMU) and European Union (EU) new comers face new challenges
represented by public finance constraints imposed by Maastricht Treaty. Promoting
consistent fiscal policies in order to maintain deficit within 3% of GDP and public debt
within 60% of GDP constitutes a priority for each European government program.
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There is a large amount of literature aiming in analyzing sustainability of fiscal
policy. Most of the studies rely upon the seemingly work of Hamilton and Flavin (1986),
Wilcox (1989), and Trehan and Walsh (1991). The starting point in analyzing fiscal
sustainability consists in the existence of an intertemporal budgetary constraint, and, based
on that assumption, the empirical investigation methodology is based on unit roots of public
debt time series, and, on cointegration relationship between discounted budgetary revenues
and expenditures.
This paper is structured as follows. Section 2 presents the arithmetic of fiscal
sustainability based on intertemporal budget constraint using real and ratio to GDP
variables. Section 3 presents the main empirical findings of previous literature. Section 4
presents the methodology and database used in order to test the sustainability of Romanian
fiscal policy by estimating fiscal reaction function based on quarterly data as ratio to GDP,
spanned on 1991-2005. The last Section contains the main concluding remarks of this study.
2. The arithmetic of fiscal sustainability
Defining fiscal sustainability is not an easy task. Metaphorically speaking,
sustainability of fiscal policies means “a good management” of financial resources within
public budget. Blanchard (1990), and Blanchard, Chouraqui, Hageman, and Sartor (1990)
considered that fiscal policy is sustainable when (i) public debt does not explode, nor
governments are forced to increase taxes, decrease spending, monetize fiscal deficit or
repudiate public debt, or (ii) public debt, as ratio of GDP, converges to its initial level.
Moreover, based on intertemporal budget constraint, Horne (1991) stated that fiscal policies
are sustainable when government can run the same set of public finance policies for
undetermined time.
The arithmetic of fiscal sustainability presented in previous studies (see for
instance, Blanchard, 1990; Blanchard, Chouraqui, Hageman, and Sartor, 1990; Gramlich,
1990; Horne, 1991; Buiter, 1995 among a long list of studies) starts with the government
budgetary constraint (see equation 1):
B t = G t − R t + B t −1 + i ⋅ B t −1 = G t − R t + (1 + i) ⋅ B t −1
(1)
where:
Bt = total amount of real public debt at the moment t;
Gt = non-interest real government expenditures (including transfers and capital
expenditures) at the moment t;
Rt = real government revenues (including non-taxes and privatization revenues)
at the moment t;
i = real interest rate for government borrowings.

According to equation (1), the total amount of public debt at a moment depends
on the current primary deficit and on the public debt accumulated from the past, including
interest payments on government borrowings.
Taking into account the expectations at moment t on equation (1), the
intertemporal budget constraint (IBC) is represented by the following relationship:
∞

B t = −E t ∑ (1 + i) − (1+ k ) (G t + k − R t + k ) + lim k →∞ E t (1 + i) − (1+ k ) B t + k +1
k =0

(2)

Intertemporal budget constraint states that the public debt stock equals the
discounted present value of expected primary deficit plus the limit value of discounted
public debt at a terminal future moment. The fiscal policy is said to be sustainable if the
present discounted value of terminal public debt converges to zero, according to (3):

lim k →∞ E t (1 + i) −(1+ k ) B t + k +1 =0

(3)

In a growing economy with growing government spending and tax base,
budgetary equations (1) and (2) could be expressed by taking into consideration the real
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growth rate of GDP, and the variables denoted by small letters, as ratio to GDP. As a result,
we obtain the government budgetary constraint (4), as ratio to GDP:
b t = g t − rt +

1+ i
⋅ b t −1
1+ y

(4)

And, considering the expectations at moment t in equation (4), the IBC becomes:
∞ ⎛ 1+ i ⎞
⎟⎟
b t = − E t ∑ ⎜⎜
k =0 ⎝ 1 + y ⎠

− (1+ k )

⎛ 1+ i ⎞
⎟⎟
(g t + k − rt + k ) + lim E t ⎜⎜
k →∞
⎝1+ y ⎠

− (1+ k )

b t + k +1

(5)

Consequently, fiscal policy is sustainable if:
⎛ 1+ i ⎞
⎟⎟
lim E t ⎜⎜
k →∞
⎝ 1+ y ⎠

− (1+ k )

b t + k +1 = 0

(6)

A good starting point in assessing fiscal sustainability is to check for government
solvency based on IBC. According to various authors, solvency is a necessary but not
sufficient condition for fiscal sustainability (see for instance, Horne, 1991). Consequently,
solvency requires that the debt be fully repaid at some point in the future, and sustainability
requires that solvency is achieved under unchanged fiscal policy (Croce and Juan-Ramon,
2003).
Theoretically speaking, IBC represents a criterion based on which governments
could choose from different public finance policies that set which proves to be sustainable in
the future. But the major issue is that given a fiscal policy are the governments able to
predict which would be the amount of budgetary expenditures and revenues or the real
interest rate for future borrowings over a period of 20-30 years as to apply IBC in order to
investigate the sustainability or to identify the moments of readjustments of that current
fiscal policy? There are, for instance, studies (Corsetti and Roubini, 1996; Alesina, 2000;
Kotlikoff and Hagist, 2005), which predict that current budgetary policies of most OECD
countries based on growing social spending will become unsustainable in the future. For
example, Kotlikoff and Hagist (2005) pointed out that public expenditures on health rose
within 1970-2002 more than GDP growth rate, due to larger health benefits, and if this
situation maintains over the next four decades, then many countries, including United States,
Germany or Japan, will confront large fiscal deficits. Based on the findings above,
governments would have to adjust current public finance policies as to avoid future
distortions. But, in most of cases, as Blanchard (1990) and Horne (1991) emphasized, intertemporal budget constraint could be fulfilled ex-post by taking active measures of fiscal
adjustments (increasing taxation or decreasing expenditures) or by monetization or
repudiation. Therefore, in most of the papers aiming in studying sustainability of fiscal
policies, empirical tests were run on historical data.
3. Empirical evidence on fiscal sustainability: a short history
The main stream of literature referring to testing fiscal sustainability relies upon the
work of Hamilton and Flavin (1986), Wilcox (1989), and Trehan and Walsh (1991). Mostly,
there are two methodological approaches on investigating fiscal sustainability: (i) first
approach is based on the unit root hypothesis, testing if the discounted present value of
public debt is stationary; (ii) the second approach starts from IBC and tests if there is any
cointegration relationship between budgetary revenues and expenditures on long run.
In that sense, Corsetti and Roubini (1991) analyzed the evidence for intertemporal
budget constraint for OECD countries, within 1960-1989 periods, based on stationarity tests
and found sustainability problems in the case of Belgium, Netherlands, Greece and Ireland,
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which experienced large public debt to GDP ratio. Greiner and Semmler (1999) analyzed
fiscal policy sustainability in Germany, using annual data within 1955-1994 and revealed the
violation of the intertemporal budget constraint, due to large budget deficits in the period
after 1989. Afonso (2000), using unit root tests for the stock of public debt and cointegration tests between public expenditures and revenues, within 1968-1997, found that
fiscal policy is not sustainable for most EU countries, excepting Germany, Austria and
Netherlands. Martin (2000) studied US fiscal deficit sustainability based on intertemporal
budget constraint under structural shifts in fiscal policy and by using a cointegration model
with multiple endogenous structural breaks. The results of his study showed that US budget
deficit is sustainable during 1947-1992, with three breaks, endogenously determined in the
first quarters of 1975, 1985, and 1987. Uctum and Wickens (2000) conducted classical unit
roots tests for discounted and undiscounted debt value and found that, generally, null
hypothesis can not be rejected, only in the case of Netherlands and Denmark. Cunado, Gil
Alana and Perez de Gracia (2002) found evidence for fiscal sustainability for US, but, also,
revealed the fact that budgetary revenues and expenditures are cointegrated of an order
between 0 and 1, meaning that sustainability is achieved based on slow fiscal adjustments on
long run. Chortareas, Kapetanos şi Merih (2003) analyzed public finance sustainability for a
set of Latin American countries based on public debt stationarity tests, but allowing for nonlinear process in order to correctly capture the adjustment-to-equilibrium process and not to
underestimate the sustainability of public debt. Based on the same approach, Ricciuti (2003)
found that fiscal policy is sustainable in Italy, due to the fact that public expenditures and
taxes have a stationary non-linear trend and due to long run equilibrium relationship during
1861-1998. Jha and Anurag (2004) revealed that taking into account structural breaks for
unit root tests, fiscal policy, in case of India, proved to be sustainable despite the results of
previous studies, which run classical test but in an inappropriate manner. Marinheiro (2005),
using unit root and cointegration tests, during 1903-2003, found evidence for Portuguese
fiscal policy sustainability for the entire sample, but, the overall conclusion of sustainability
is not maintained for 1975-2002 periods, due to large debt-to-GDP ratios. Kirchgaessner and
Prohl (2006) performed unit root and cointegration tests for budgetary revenues and
expenditures within 1900-2002, considering a structural break for World War II, and found
evidence for sustainability of Swiss fiscal policy within this period. Uctum, Thurston and
Uctum (2006), testing sustainability for G7 countries and some Latin American countries,
during 1970-2002, found that classical stationarity tests are very sensitive to structural
breaks, and, therefore, the results could be misleading.
Also, there are studies (see for instance, Bohn, 1998; Bohn, 2005; Bohn, 2006),
which express their doubts on the relevance of classical empirical tests. In his 1998 paper,
Bohn considered that it is very difficult to reject a unit root in real debt or in debt to GDP
ratio, and, due to that issue, the declining US debt seems to be the result of luck. Based on
Bohn’s methodology, Greiner, Koeller and Semmler (2005) reassessed Greiner and
Semmler (1999) work and found that primary surplus reacts positively to higher debt ratio,
implying a sustainable debt path. Furthermore, Bohn (2006) showed that IBC could be
satisfied even if budgetary revenues and expenditures are not cointegrated, or debt, or
primary deficit are not difference-stationary. On the other hand, Cuddington (1997)
emphasized that unit root and cointegration – based test for sustainability should employ a
long time series, which, in the case of lees developed countries are not available or
contaminated by structural breaks.
Alternative ways of analyzing fiscal sustainability, as, for instance, accounting
approach (Cuddington, 1997), take into consideration the possibility of calculating some
indicators of sustainability. In that sense, Blanchard (1990) proposed a set of three indicators
for different time horizons, based on expectations over medium or long term. In their 1990
paper, Blanchard, Chouraqui, Hagemann and Sartor calculated these indicators for OECD
countries, based on historical data between1983-1989 and found dramatic turnarounds in
fiscal policies for most of these countries. The authors, also, emphasized that in order to
achieve fiscal sustainability, fiscal policy must be forward-looking, and must take into
account the effects of different budgetary items (e.g. social spending), which could indicate
latent sustainability problems on long run. Related to the indicators of fiscal sustainability
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proposed by Blanchard, Chalk and Hemming (2000) considered that in the case of high
indebted countries, testing the sustainability by using these indicators must be made under a
prudent approach. Croce and Juan-Ramon (2003) investigated fiscal sustainability for 12
developed and developing countries by using an indicator calculated based on the law of
motion of the debt. The authors grouped these countries into three clusters depending on
their degree of fiscal sustainability. Alvarado, Izquierdo and Panizza (2004) considered that
sustainability indicators proposed by the main literature stream present many caveats, such
as the assumption that GDP growth rate, interest rate, and primary gap are exogenous and
not correlated. Moreover, the authors emphasized that these indicators do not take into
account factors which characterize the situation in most of emerging and developing
countries. Recently, Polito and Wickens (2005) proposed an index of sustainability
calculated as ratio of present value of debt, derived from a simple VAR forecasting model of
the economy, to the existing level of debt. The authors found that for US and UK
sustainability index fluctuated considerably, and in the case of Germany, unification and
European Monetary Union joining, sharply deteriorated its fiscal sustainability.
4. Testing Romanian sustainability by estimating fiscal reaction function
Taking into consideration the difficulties confronting when testing sustainability of
Romanian fiscal policy based on intertemporal budget constraint, we shall proceed on
investigating fiscal sustainability by estimating fiscal reaction function. This methodology
has became used to a large extent in those cases when classical tests (e.g. unit root test) fail
due to some issues affecting time series (structural breaks, lack of data etc.).
The fiscal reaction function can be estimated by regressing primary balance on the
public debt, while controlling for other determinants of fiscal stance (see equation 7):
pt = α + β ⋅ bt + δ ⋅ Zt + ε t
(7)
where:
pt = primary balance (surplus/deficit) as ratio to GDP at moment t;
bt = public debt as ratio to GDP at moment t;
Zt = set for control variables at moment t;

Most of the studies analyzing sustainability based on fiscal reaction function rely
upon Barro’s work (1979) on tax smoothing model which implies that the determinants (Zt)
of fiscal stance could be business cycles (YVAR) and temporary government spending
(GVAR), but also, there are taken into account several others explanatory variables. In that
sense, Bohn (2005) uses squared debt and time trend in order to improve the main model
expressed in equation above. De Mello (2005) estimates equation (7) by making use of
lagged primary balance, indebtness and inflation and also allowing for institutional
variables which took into account the impact of different acts of law within fiscal field.
Greiner, Koeller and Semmler (2005), besides YVAR as explanatory variable for primary
balance work with social surplus ratio, long term interest rate and lagged debt to GDP ratio.
Kirchgaessner and Prohl (2006) added to the main model as explanatory variables the
expected inflation and temporary fluctuations of government military expenditures.
In the case of Romania, we shall estimate equation (7), based on quarterly data as
ratio to GDP, spanned on 1991-2005 and by using OLS. It is recommended to use variables
as ratio to GDP for relative long sample that is more relevant because it reflects the capacity
of the economy’s output to bear the debt burden. The results are presented in the table
below:
Fiscal reaction function
Dependent variable: primary balance*
Explanatory variables*
Main model
58 obs.
Debt (-1)
-0.37 [-2.50] (0.01)
YVAR
0.18 [2.18] (0.03)
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Primary (-1)
0.52 [5.78] (0.00)
Intercept
38.19 [3.20] (0.00)
R-squared
0.38
F-stat
11.06 (0.00)
Breusch-Godfrey Serial Correlation 0.34 (0.20)
Test (F-stat) 1 lag
ARCH LM Test (F-stat) 1 lag
0.27 (0.60)
Jarque-Bera
3.20 (0.20)
Source: data available from Romanian National Institute of Statistics and
European Commission (data for public debt as ratio to GDP)
YVAR estimated by using Hodrick-Prescot filter based on GDP quarterly data
1990 prices. YVAR estimated as potential GDP to effective GDP ratio.
p-value in ( ) and t-statistic in [ ]
Phillips-Perron unit root test : Debt -3.46 YVAR -6.79 Primary -6.06
Critical values for PP: -3.54 (1%) -2.91 (5%) -2.59 (10%)
*
Primary balance was considered as a ratio between primary expenditures and
budgetary revenues.
**
We took into consideration more explanatory variables (inflation, government
consumption, final consumption, elections) but their influence was not statistical
significant or public debt did not represent anymore a determinant for primary
balance.
According to the results presented in the table above, it could be revealed the fact
that fiscal stance reacts to public debt shocks. Our estimations are consistent with previous
literature and are the expected ones. For example, de Mello (2005) and Kirchgaessner and
Prohl (2006) found that between indebtness and primary balance exists a positive
relationship. In Romania’s case, growing public debt by 1 percentage point goes to a
decrease of primary ratio by 0.37 percentage point as a result of primary expenditures
reduction or government revenues growth, which means that an increase of public debt stock
goes to an increase of primary surplus or a decrease of primary deficit. For instance, based
on statistical data, a primary ratio of 90% is equivalent to a primary surplus of 3.13% of
GDP. A decrease of public debt stock by 1 percentage point goes to an increase of primary
ratio up to 90.37% corresponding to a primary surplus of 3.14%, meaning a growth of
primary surplus by 0.01 percentage points. Consequently, the magnitude of the reaction of
fiscal stance is relative small, meaning that a public debt shock by 1 percentage point goes to
an increase/decrease of primary surplus/deficit by 0.01 percentage point, but, taking into
consideration the fact that estimations based on quarterly data, the magnitude of reaction
could be considered as being acceptable.
Another aspect worth to be discussed is related to lags issue. Using lagged debt
ratios as explanatory variables means that fiscal stance does not react instantaneous to
shocks on public debt, but with a delay of 1 lag (one quarter). Generally, the theory states
that the response of primary balance on higher debt stocks should be immediate, but there
are authors who consider otherwise by reason of interest payments which occur at later
moments (Greiner, Koeller and Semmler, 2005). In Romania’s case, we believe that a delay
of one quarter is acceptable.
Based on the estimations presented above, Romanian fiscal policy reacts to high
public debt stocks, even if this reaction has some delays or has a relative small magnitude.
But, there are reasons based on which we could state that Romanian fiscal sustainability has
a weak form. The grounds on which we stand our affirmation regard the fact that when
considering others explanatory variables for the main model, public debt had no longer
statistical significance, meaning that primary balance mainly reacts to other factors
excepting debt stock.
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7. Concluding remarks
The issue of assessing fiscal sustainability was subject of numerous debates. The
continuous concern regarding this topic is generated by the fact that public finance policy
implies fiscal sustainability as an important goal. Many authors have studied this topic
among different countries and by using different tools of investigation (unit root tests,
cointegration test, sustainability indicators, and fiscal reaction functions). Most of the
studies relay upon the intertemporal budget constraint theory, which not allows for negative
discount rates. In Romania’s case, the government had to run sustainable fiscal policy over
1990-2005 under negative real interest rates and growth rates. Investigating the difficulties
confronting when testing sustainability based on intertemporal budget constraint using real
interest rate and growth rate, we found that over this period Romanian fiscal policy was not
sustainable, and the assumption that the discounted value of terminal debt is zero has proven
to be false. Moreover, applying intertemporal budget constraint in such case has led to
distorted results, which let us to question the appropriateness of using this method.
Therefore, we proceed on testing sustainability of Romanian fiscal policy by estimating
fiscal reaction function based on quarterly data as ratio to GDP, spanned on 1991-2005.
Using lagged debt ratios as explanatory variables, we found that stance does not react
instantaneous to shocks on public debt, but with a delay of 1 or 2 lags, which can be
considered as being acceptable having in mind the quarterly data. The evidence of the
estimations, also, reveals the Romanian fiscal sustainability is weak.
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