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Abstract

Present and future economic growth is increasirdgpendent on trends
in the global economy. They lead to an intertwinodighe economic progress
at a national-regional-global level. In particulato bearing economic
integration, globalization, globalization of econi@mpolitical multipolarity,
expanding economy on a continental and global |estel The effects of these
changes can be both beneficial and negative, spnoposed a study on the
evolution of parameters characterizing both ecormogrowth and the evolution
of this growth in Romania in the current internatté context.
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1. Conceptual delimitations

The entire development process is heavily infludnmge contemporary trends
in the global economy, and notably, an entire cemjmterdependency, economic
integration organizations or sectors at the glasahomy, economic multipolarity,
increasing the role of international corporatiotige globalization of production
and services, the presence of set of global prabléwilding a new international
economic order. Each of them has beneficial anétineg so the scale of nations,
but also for humanity as a whole, which explairsdralogue and idea disputes.

Growth is seen as a fundamental component of eciorexmal social develop-
ment, as a means of creating support materialsaismg the living standard of
citizens from one state. Romania had and still ieesd for sustained economic
growth to create a modern material and technicsisba any economic and social
life. Qualitative changes taking place in all briaes of national economy, social
and economic structures, after joining the Europé&bmon should mark the
transition to a liberalized economy performancee Tiverall effect will result in
the development of domestic product, gross orpethead, an indicator that must
be on a level compared to that achieved by othesgan countries.

Classical theories of growth are being developesethaon modern theories
and ideologies.

This decrease in labor productivity leads to anildgium point where
individuals can obtain only the necessary existeifcgou try to overcome this
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point and continue the human species reprodudienexcess will be disposed of
population resulting from hunger, disease and wats.are now talking about the
steady statea situation toward which all societies tend toe irreversible end
point of growth process.

2. Literaturereview

Industrial growth has occurred evident from theoselchalf of the eighteenth
century required a different explanation. The modeleloped byRicardo and
Marx therefore included capital growth as the main diaciThus these many
similarities with its predecessors and also ledpbssimistic conclusions. Workers
are those who act as a limiting factor in thisaon. The accumulation of capital
must increase the amount of existing capital favoaker. Increasing shortage of
workers is that real wages charged to increasecapial productivity decreases.
Income tax is reduced continuously until it becorme® and stops the accumulation
phenomenon. It comes back as a stationary state.

All these facts contradict the assumptions of @assmodels overall.
Economic growth depends not only on growth factetee quantity of land, labor
and capital available — but also on improving thewledge, technology and
business organization.

Robert Solowand other modern economists have tried to meathee
contribution of each factor to economic growth tilgb the sources of growth
accounting techniques.

Schumpeter gave an explanation of economic grolahis compatible and
the law of decreasing returns other facts observedeality: the wave of
discoveries and inventions that occur periodicalpuse unforeseen increases
profits from capital investment rate, so spreadrtee knowledge and new mimic
technologies, the benefits begin to be reducedvatidthem, and investment rate
until a new wave of discoveries bring new expangivase.

Further more, Harrod-Domar’'s models emphasizedstach for a stable
growth rate that prevents periodic crises. Theyeliet that the natural rate of
increase should coincide with the rhythm of “efiiecy unit” of labor. Folon
Neumannthis rate must be equal to real interest provitted all benefits to be
reinvested.

In 1970, the Club of Rome, a private associatiommosed of entrepreneurs,
scientists and politicians, instructed a groupnekstigators from the Massachusetts
Institute of Technology (MIT) under Professor Demhi Meadows to conduct a
study on trends and issues that threatens the egorkhe results were published
in March 1972 under the title “Limits to Growth.”

The study used more advanced techniques of anafgsighe systems
dynamicsof the moment. First off all gathered data ondesem the first 70 years of
the 20" century, a conjunction of variables: populatiomustrial and agricultural
contamination, known mineral reserves. They credtedormulas that relate these
variables between them — industrial production veitbcks of natural resources,
contamination with industrial production, agricwfil production with the
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contamination, the population with agricultural gwation, etc.. — And proved that
these equations are used to describe relationsebatihe data fairly well known
that they gathered. Finally, they calculated futumiies of these variables, getting
some negative results, meaning that, as a consegueghdiminishing natural
resources in 2000 would have to produce a seriosis of industrial and agricul-
tural production that would reverse its evolutidvith some delay the population
would reach a historic top to start with that wodlidninish rapidly. In 2100 is
planned to approachssationarylevelof industrial and agricultural output per local
lower than those existing in sec. XX and a popatatiecrease to decency.

The term ofeconomic growthsummarizes this process and preserves one of
the most exciting and controversial issues of thetqar period of economic
thinking.

Some authors reduce growth only quantitative cheuigewis), while others
believe that it requires qualitative changes, idirig structural (S. Kuznets).

Economic growth is a process that expresses the overall upward toé
aggregate economic size in a time horizon, natipreahd internationally, with
favorable effects in terms of economic and sodil |

In the literature, the concept of growth is usetina ways:

On the one hand, economic growth refers to incngatsie social product and
national income and thereby national wealth, iniclgdproduction capacity
expressed both as absolute and per capita, inguztianges in the structure of
economies. This sense of the term is used in thik ofd5. Kuznets

On the other hand, economic growth means increasitignal income per
member and involves the analysis of quantitatiymets of this process, namely the
functional relations between the variables involvethe endogenous growth model.

Economic growth takes place in a spatial and teaipivamework. Over
time, the macroeconomic results may record quainglg, growth, stagnation and
even decline. So, economic growth should not bergtdod as a linear process.

By its content, growth is a positive developmeanhtt of national economies,
various international-global supervisees, medium lamg term, but that does not
exclude cyclical oscillations, even time of econorsetbacks. We appreciate that
the national economy, a supervise, recorded anoeaiergrowth it is based on the
existence of real positive growth trend in an appede time horizon.

In conclusion, we can estimate growth as a proedssse positive de-
velopment achieved in the long term average, m#angeneral trend of increase
(in real terms and per capita) which does not @ellhowever, short-term negative
oscillations of the stagnation them. Being a dymapibcess, economic growth is
not reduced to mere quantitative changes (increaggoss national product or
national income) of a technical nature (the retatiop between volume and
growth factors of production employed by VN), batuires a blend of technical
processes, economic, social, political and culfusddich enhances or limit each
other. It cannot be isolated from all social andrexnic processes, is a component
of wider social reproduction, premise and result exfonomic and social
development, material support of historical progres
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3. Concepts and correlations for predicting growth

Economic growthis a complex whole, which is manifested by anéase in
economic size, with the transformation of its stuoes.

It is a component of sustainable development, ae&gnaccepted by most
scholars and people, synonymous with the developrokrviable, sustainable,
humane, ecological. Continue to be problems of @con growth in recent decades:
ecological dimensions, technical, scientific, ctatudemographic, military, etc.

To characterize more complex development udiugnan development
index (HDI), usually built with four indicators: life geectancy at birth, adult
literacy rate, average length of schooling, GDP gagita. Is an upper limit to the
weight of that country and show the best achievesnan the world. In other
situations, using several indicators. To this exath developing country (or should
develop) the annual report of human developmeni/(RP2000).

The concept of economic growth can get a precisaning only if it is
possible togquantify it. This is resolved with the national accountgemting with
aggregate macroeconomic indicators.

The main indicators of this kind are gross domesticduct (GDP) and
national product (GNP), which in turn is linked vé number of exogenous variables
and parameters are optional.

4. Growth in the current international context

Economic and social development issues more stydnggract in time and
space, in the context of the growing role of al domponent parts. Enhancing
effect of driving the scientific-technical progress a national show diminishing
the relative importance of competitive local mask@tcreasing the role of national
markets, regional, international and global. Atsai$o reflects the globalization of
serious phenomena such as poverty in the middenfyp environmental degradation,
loss of confidence in institutions, uncontrolled parsion of urbanization,
employment job insecurity, alienation of youth amnaditional values, inflation,
unemployment, etc. Economics being increasinglyired to include in its study
of economic phenomena and processes at the maal® goen interdependence
that globalization generates. Thus the foundatimina new economic theory of
development from the perspective of rationalitycamditions of limited resources
and hope, based on equal opportunity ethics geoesatoexist and succeed in life.

Each state has a national economy that is a ueivargself. On the other
hand the process aiternationalizationandglobalizationof the economy induces
a series of common features of most national eca®of the world. These could
be defined as aomplex economic aggregateeing in a particular stage of develop-
ment, autonomous entities, bringing together th®nal borders in an interrelated
network of activities and micro, macro and mondoecoics (Welfe, 2003).

According to most experts the most relevant pararaefor assessing the
national economyare: the level of development, spectral compasititructure
factors and productive way of combining their intdrexternal ratio approach,
financial strength of the State, nature of propertyat least its dominant, traditions
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and conditions of freedom, the specific forms ofnagement and organization,
etc.. Any attempt at classification of modern nagiceconomies requires a complex
approach, multicriteria.

Since 2003 (Sapir Report), the European Union agtgeology “models”
presented in the European Development famous wbhe ‘Diversity of Modern
Capitalism” (Amable, 2003). According to this typgy EU does not have nor
wants to have a unigue development model, consigietiat diversity does not
result in reduced integration benefits, but rateehances them. Currently, the
European Union known four models of developmentafi@ecu, 2005):

1. The European capitalist model(UK), characterized by increased market
competition and a modest social protection in welamarket conditions of
employment;

2. The continental European capitalist mode[(France, Germany, Netherlands,
Austria, Belgium), characterized by massive invoteat of the banking system in
financing medium and long term projects, a morélstdabor market and more
attention by greater social protection granted,Isthan insufficient volume of
investment in training and retraining processeslodr;

3. The development of the European social-democratic odel (Sweden,
Ireland, Finland), characterized by a system of itodng labor market, year to
maintain unemployment at a reasonable rate threugbroeconomic and social
protection system developed very well funded,

4. Mediterranean model development(Spain, lItaly, Greece, Portugal),
characterized by an effective system of monitoang control of unemployment,
but also by impaired social protection system.

Therefore, national interest that it should exprasprogram or a post-
accessiordevelopment strategycan not allow the use of the term sui generis
confusing the European model of development, ptedeas a well and accurate
accounts of the future Romanian society.

4.1.Economic increase in Europe

Two years ago, five of the ten new European Uniamimer states from
Eastern Europe — the three Baltic States, Hungady Romania — seemed to be
devastated by global financial crisis, being urtiegat of social protests and some
massive devaluations. But now, these countries geegive lessons of economic
recovery in the euro area (Matei and UngureanuQR01

Currently, these countries are on the road to #Hetax system to economic
growth, without encountering, in most cases, thgomaroblems that many
economists predicted.

The reason is that Eastern Europe's financial problwere caused by a
standard cycle of credit growth, followed by a dmipit. These countries have
attracted major foreign capital flows, but, ultirlgt loans proved to be excessive.
In addition, it was wrong and used in consumer r@adl estate investments, giving
free rein in inflation.

Although public finances were in relatively goodnddion, except for
Hungary, current account deficits have continued to ribe, “warming” of the
economy reminding of the East Asian crisis from7-:9998.
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IMF forecasts an economic increase of 3.6% for &¢@ind Eastern Europe
in 2011. There are good prospects for growth inrging Europe, inPoland, for
example, and even the Baltic countries, where thstreevere recession was now
giving signs of recovery. The IMF forecasts a gtowf 3.6% for Central and
Eastern European region in 20Germany could be the engine for the removal of
the Eurozone from the crisis, with the Nordic coiast Netherlands Austria and
France, but the prospects are less certain forUle although this country is on
track.

The biggest problem is that there are countriegkéreuro area that are placed
before the illusion of economic growth, an incre#fs® cannot be supported by
fact. A high level of spending was financed by fgreloans, which was the
advantage of some firms, but was not sustainalnlé,those countries have lost
competitiveness when adopting the euro.

Greece and Ireland are relatively small countries that can benefandr
global economic recovery and increase rapidlyhéytreallocate their resources
quickly.

Several renowned economists, including Paul Krugrif@mneth Rogoff and
Nouriel Roubini have argued thiaatvia, Estonia andLithuania has to devaluate
their currency, as did East Asian countries, Radsiag in 1998, andirgentina in
2001. None of these countries did take such a meagat they got through the
crisis.

The Baltic countries had no reason to devaluatie twéns, since they have
the right target euro adoption as soon as posdibladdition, economic activities
in these countries are in euros, mostly, and dewaln would have meant the
collapse of banking systems that are quite healtigtead, these countries have
opted to cut spending. In 2009, these countriege hegtuced public spending by 8-
10 percent of GDP, including cutting public sect@ges.

Despite expectations, especially after the expeesmfGreeceandFrance,
social protests have been minimal and there was@pase in the popularity of
extremist parties.

The new EU members are in a better state thanlthengs, however, three
countries in the region needed the help from therhational Monetary Fund,
namely Hungary, Romania and Latvia. The IMF haswhthat they've learned the
lesson from the crisis in East Asia and imposedemmataxed conditions, and
allocating money to finance the budget deficit, egivthat the problems were
temporary and not structural.

As a result of these measures, new European Unenhbar’s state is better
than the old member countries of the eurozone h®fl2 countries that were part
of the euro area in 2001, only twinland and Luxembourg, have public debt
below 60 per cent of gross domestic product, coagarith nine of the ten
countries have entered recently. Only Hungary haigleer public debt. Otherwise,
Eastern European countries have problems with teridabt, which, however, have
avoided transforming them into public debt.

Germany could be the engine to remove the Euro Zone frbe drisis,
among other countries that are going very well, elgnthe Nordic countries,
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Netherlands, Austria andFrance, but the prospects are less certain for litke
although the country is on track. There remainosericoncerns in the financial
system and still must be overcome and resolvedrsmredebt crisis of systemic
risks associated with it.

It is difficult to predict the impact of the newgwatory framework applied
by the EU, which is a real revolution in the fieebuntries that are on their way to
a deeper integration in Europe, but are not yet begmof monetary union, have a
wider set of economic policy instruments availadhel fiscal policy should remain
an important element, which’s application must kegmatic enough.

4.2.Economic growth in Romania

Two years after the beginning of the crisis, Roradras not managed to find
another way to recovery. From the speech “thescvigin’t reach us”, Romania had
the largest economic decline in Central and Easerope.

But the global crisis, which included extensiveaaren the planet, revealed
not only many drawbacks of globalization withoublghl economy undermine the
objective of first order in 2000. It highlightedetmumerous shortcomings of our
economy, not to deny the leap made by Romaniaife years one after another,
from 2000 until the summer of 2008, the duo ledwghedeflation. But crisis hit
and us too as a worldwide hit, forcing us to resoremergency measures and
restrictions. Under the impact of the crisis, oacisty has begun to learn a new
lesson. We saw in particular that we need profocimahges. Until now, because
half-measures, the formation of a critical massirasge for change was not formed,
in order to foster an optimal ratio between gaimg l@sses in the economy.

Now however, in 2011, after two years of recessibrtakes action to
mitigate the power of the crisis. Diagnosis anaitireent of this crisis is today a
fundamental concern. Two landmarks are fundamehtak GDP will be doing
and how much capital this year and we rely on tnriiyears. That is why we are
looking in the mirror of a world obsessed with fireancing of economic growth,
trying to find our answer to the question about hee/will (or will not) succeed,
we are not close to sources of capital. One regpthvag we can not ignore is the
economic, political, social and psychological climan the country.

The fourth quarter 2010 witnessed the slowdowténraite of decline of real
GDP to -0.6 percent (a pace three times slower aoedapto that seen in the
previous quarter). The seasonally adjusted datessghows that this outcome was
attributable, on the one hand, to the slight quigrtecovery in the current period
(+0.1 percent) and, on the other hand, to the b#fset associated with the quar-
terly contraction of economic activity in Octobee@mber 2009 (-1.4 percent).

Turning to domestic demand, the annual growth rateshe two main
components saw mixed developments. Specifically, dbwnward path of final
consumption steepened (to -2 percent versus -kipenc the preceding quarter),
due to both private and government consumption]ewtie pace of decline of
investment decelerated markedly (to -4.7 percamh f#15.5 percent).
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The annual changes in the GDP volume and its coemgsrwere determined
against the gross series. The changes from théopeguarter are calculated based
on the seasonally-adjusted series. In 2010, govamhiimal consumption shrank
by 4.5 percent in annual terms, in conjunction viaityer staff adjustments in the
public sector (www.bnr.ro, 2011).

GDP by Expenditure

percent; against same period a year ago

2010 2010

Q3 Q4

Gross Domestic Product -2.2 0.6
Final consumption 1.0 2.0
Houscholds 1.1 1.7
General and local governments 0.2 4.5
(Gross fixed capital formation 15.5 4.7
Exports 11.3 17.1
Imports 7.8 12.2

Figure 1

Source National Institute of Statistics, Ministry of HidoFinance,
National Bank of Romania.

The marked slowdown in the fall of gross fixed talpiormation was due, on
the one hand, to the current upturn (+0.5 peredtdr four consecutive quarters of
declines) and, on the other hand, to the baseteffsociated with the 2.4 percent
contraction in 2009. All the main components cdnited to the slowdown in
investment demand — the volume of equipment pusshgscluding transport
means purchased by companies and institutions)ontys0.4 percent lower than
that reported in 2009 (compared to an annual dedinmore than 9 percent in
July-September 2010), construction activity rekatio new construction works saw
the halving of the pace of decline (to -11 percewnthile capital repair works
witnessed a trend reversal.

Similar to the other quarters of 2010, the econognawth recorded by the
main trade partners led to the rise in Romaniajgoes of goods and services, the
national accounts data indicating an even fastaf growth rate (by 5.7 per-
centage points, to 17.1 percent). Imports also skdoan acceleratingrowth rate
(to 12.2 percent), but its pace was slower thahiththe case of exports, amid the
slight recovery of domestic demand for intermedigt®ds (+1.9 percent) and
certain categories of finished products — capitalds and durables.

As far as supply is concerned, the slower paceedfintk of real GDP was
bolstered by three economic sectors (industrycatitire and construction), while
the annual dynamics of the gross value added is¢héces sector fell deeper into
negative territory by 0.4 percentage points.

In the last part of 2010, industry continued towhbe best performance as
concerns gross value added, the annual 5.8 peisentovering three consecutive
periods of positive quarterly changes.
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In this context, it is worth noting the significacbntribution made by the
postponement for 2010 of harvesting certain cropsspillover effect of the heavy
rains in July, which prevented the “according thestule” harvesting of grains.
Actually, in 2010, gross value added in agricultwees 1 percent lower than a year
earlier.

In January 2011, the industrial output volume rt&e9 percent in annual
terms, thus peaking at a 12-month high. Favorasslts were also manifest across
manufacturing, owing mainly to signs of rebounddomestic demand for Indus-
trial products.

GDP by Origin

percent; i!'.'f{EJ'.’IH.S'F .L'[Ui'i'[’_IUE’H'.':I’J{fiI year ago

2010 2010

Q3 Q4
Gross Domestic Product -2.2 .6
Agriculture, forestry and fishery 7.6 74
Industry 4.2 5.8
Construction 14.8 7.0
Trade and transport 6.5 2.9
Financial activities 2.6 1.2
Other services activities 03 4.8
Gross value added - total -2.4 0.4
Net taxes on product 0.6 3.1

Figure 2

Source:National Institute of Statistics, Ministry of PublFinance,
National Bank of Romania.

The chemical industry withessed the fastest padecodase in the production
volume, up 56.5 percent year on year, primarilyasgount of external demand
from non-EU countries, Turkey in particular. Sigos a recovery in activity
surfaced in other industrial subsectors as welheeislly in pharmaceuticals,
metallurgy and the manufacturing of computers amectenic and optical
products. The outlook for February-April is furtHaeworable, returning to positive
territory (0.2 points) for the first time since themmer of 2008.

In the latter half of 2010 it became increasindbyious that developments in
registered unemployment departed from the trertdiemumber of employees and
January saw a further drop in the former to 6.7¢tqr@ despite ongoing layoffs
during the reported month. Average net wage econeidg was virtually
unchanged in January, concealing opposite develofnie the public and private
sectors. On the one hand, the annual dynamics ldfcpsector wages fell deeper
into negative territory given that the effectsimplementing Law No. 285/2010
cancelled themselves out — the 15 percent paywesis the October 2010 wages
was offset by the decision not to grant in Jan2y1 the so-called “13th-month
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wage” for the previous year. On the other hand,atmeual growth rate of private
sector wages gained momentum, with industry andhf@iservices displaying the
most significant pick-ups.

The annual dynamics of receipts from market sesviemdered remained in
positive territory in January, although decelematimarkedly compared to the
December 2010 reading amid more sluggish activity the “hotels and
restaurants” segment.

The annual rate of increase of domestic marketymedprices held steady at
8.4 percent in January 2011, amid ongoing presswlated to developments in
external commodity prices.

The annual inflation rate came in at 6.99 percedanuary 2011, down 0.97
percentage points versus the previous month, aaviokrdble base effects manifest
in the case of tobacco prices, fuel prices and agtered prices.

However, current developments point to rising itiflaary pressures, as the
month-on-month inflation rate inched up to 0.77ceet against 0.53 percent in the
previous month. The major determinants in thisdliom were the scant domestic
supply of fruit and vegetables, the upward trendgliobal prices of agri-food
commodities, as well as the higher excise dutiekiels.

5. Conclusions

In the euro area, the split between northern andhson flank is more
evident, both economic dynamics and prospectsetwlo countries bouquets are
different. The reform of the economic governancéhie EU is trying to find an
answer to this fracture from several findings: éeds a mechanism for sovereign
debt crisis management, coordination of policiesl amew rules on national
economic policies are necessary.

If the priority of the past decade has been theesgion of Romania to the
European Union for the next five years the new rhadesustainable economic
growth and adoption of the euro is entered in igteof challenges.

It is not yet clear how the new model will show gtb for Romania, but a
consumption-based growth achieved on capital irdland debt, as it existed in the
years before the global economic crisis, is no éong viable solution given the
reluctance of foreign investors in countries that bn debt finance.

Potential exports to help the economy are limitaermy their low share in
GDP, about 30%. It demonstrated in 2010 when desp#ving had a good
evolution, exports have failed to lead the econamtovery.

The food crisis in the world (which was announcgdhte developments in
commodity prices in 2007-2008) highlights an asseextraordinary value for
Romania: the good quality of the land. In a study@&orming the EU budget and
EU shown the value of agricultural land in Romaritais an asset that must
capitalize on it with great skill in obtaining EUrfds to modernize the countryside,
the CAP reform.

How are decisions taken in the Union is an intetestis in the highest
degree. We are talking about the decision-makinggss itself (if one takes into
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account the voices of all member countries) anctiBpeinterests of economy

structural problems that are confronting the laegenomic gaps. Through this
dialogue, we must avoid that part of the structarad cohesion funds allocated to
Romania to be redirected to other uses.

Further on, globalization puts into question bdté possibility of developing
or adapting to their external requirements, as aglthose related to benefit from
new economic growth in all components, because as facker wrote “The
economic resource is no longer the capital, andatoral resources, no work. It is
and will beknowledg€'.
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