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Abstract. In this paper, having in view the hypothesis tla&t $ynthetic indicator of accumulation regime is th
gross capital formation/GDP ratio, an improved aysit methodology of correlation between the abogrtioned
indicators is proposed. The proposed methodologpgied for the 1999-2006 periods in case of 2dntres that now
are belonging to European Union. It is revealedttimamost of EU member states the main factor ofetation was the
investment propensity growth, in conditions of ekecommercial balance worsening. Also, there @entified some
asymmetries between the old (EU-15) and new (NMS)lrar countries of the European Union. In EU-15 dhass
capital formation has a more reduced weight in G&fl domestic demand in comparison with NMS. Aleofdreign
commercial balance register as a rule a surplu€ld-15 and deficits in NMS. On this base, it is doded that for
Romania, like the majority of new members-statés very important to adopt measures favouringigh growth rate
of GDP at the same time with the decrease in goreommercial deficits.
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A factor exercising an important influence on thistainability of economic growth is representedthoy
characteristics of the correlation between accutimaand consumption. Depending on the characiesisf the
productive apparatus, but also on the proportibas determine the side for consumption and theipthded for
capital accumulation, quantified by means of thdidator “gross capital formation”, the trajectorly economic
growth is shaped. The role of gross capital forarain sustaining the gross domestic product grawitdht be
estimated from the supply, but also from the denardpective. On the side of supply the long-teffieces of the
action of the respective production factor are higfted and its efficiency is determined. The safedemand
underpins the short-term effects which the varmatad gross capital formation has on the dynamicgrafss
domestic product, regarded as the synthetic inolicat economic growth. Nevertheless, the rate ahemic
growth is conditioned not only by the developmeatsdomestic level, but also by the relationshipsthaf
respective national economy with the external emrirent. The competitiveness degree of the natsungply of
goods and services reflected implicitly in the ingdbalance stock might hinder speeding up the pdosalue
added expansion. Therefore, in assessing the merifssustainable economic growth, an analysisumsnt is
determining the correlation between accumulatiod aansumption and the nature of the external statid
dynamic (dis-)equilibria as well.

Under these circumstances, the analysis modeleotdohtribution which gross capital formation hastlos
demand side to ensuring an economic growth rateltepof satisfying the demands of increasing steort
welfare as well as the ones related to the long-wrstainability of the process should include:

a) Revealing the dynamics and changes that ta@epkithin gross capital formation.

b) Determining the share of gross capital forrmatimincreasing on short-term gross domestic prbeuad
total aggregated demand.
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c) Ildentifying the characteristics of the corrglatthat creates capital accumulation, public angape
consumption and the external (dis-)equilibria.

Applying the analysis model previously mentionedthe case of some international comparisons could
provide for a series of interesting conclusioneméfig to the shaping factors of economic growtloathe ways of
developing economic convergence processes witkifEtlopean Unidn

1. Improvements of the analysis methodology of the influence of gross capital formation on the
economic growth rate from the demand per spective and exter nal equilibrium

In estimating the correlation between gross cafitahation and GDP it is necessary to take intmantthe
fact that gross capital formation represents amete of domestic demand (absorption), and the reiffes
between domestic demand and gross domestic prisdeggiresented by the net export. Therefore, tharmmbment
index of the gross domestic product dynamics by djmeamics of gross capital formatiornsdtcpg might be
regarded as a product of two other advancemenkésji¢hat is the advancement index of domestic ddrbg the
gross capital formation d¢rpp) and the advancement index of the gross domesbidupt by domestic demand

(I DD/GDP) .

Depending on values higher or lower than 100% efttfo above-mentioned, advancement indexes asawell
on the value of the relationship betweeg:bo and bpepe, that is (kcrod Iboiepr), there are 8 types of correlations
between the dynamics of gross capital formation thieddynamics of domestics product which are reptes! in
Table 1. Also, by means of the value of thebo/ Iooicop relationship the main factor of the correlatiotmiEen the
dynamics of gross capital formation and the dynarafahe gross domestic product can be determindde present
situation, by main factor of the correlation is arglood the intermediary correlation index whicls tiae most
important contribution to determining the generairelation index @dcrcpd. In other words, the main factor is
represented by the intermediary correlation indeiclwhas the closest value to the total correlatidex.

If the logarithms of the correlation indexes aredjsthe main factor is represented by the interamgdi
correlation index which has the same sign as thergé correlation index, if the logarithms of theotintermediary
correlation indexes have different signs. If the timtermediary correlation indices have the samga,dihe main
factor is represented by the intermediary correhaindex with the highest absolute value.

Tablel
Correélation types of accumulation-consumption-external balance
%
Ord. | cerieop I ccrop I ccripp | ceroo/ Type of correlation
No. | borepe
1 >100 >100 >100 >100 Increasing the share of gragial formation in the gross domestic

product and domestic demand in the context of eatetrade
balance deterioration. The main factor is increpdime share o
gross capital formation in domestic demand.

2 >100 >100 >100 <100 Increasing the share of goagstal formation in the domest
gross product and domestic demand in the contexxtefnal trade
balance deterioration. The main factor is the dmt@tion of the
external trade balance.

3 >100 >100 <100 >100 Increasing the share of gmgsital formation in the gross
domestic product and domestic demand in the contdx
improving the external trade balance. The mairofaistincreasing
the share of gross capital formation in domestimated.
4 >100 <100 >100 <100 Increasing the share of gmagsital formation in the gross
domestic product in the context of diminishing ghare of grosg
capital formation in domestic demand and deterionabf the
external trade balance.

5 <100 <100 <100 <100 Diminishing the share of greapital formation in the gros
domestic product and domestic demand in the contdx
improving the external balance trade. The mainofaés the
diminution in the share of gross capital formationdomestic
demand.

6 <100 <100 <100 >100 Diminishing the share of greepital formation in gross domestic

3]

(7]

It can be mentioned that the first steps of theppsed model were made in our article “Gross capitafrfation and economic
growth during early 2000’s in EU-members and candidadtates” published iRomanian Economic Journab. 1/ 2008.
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product and domestic demand in the context of impgp the
external trade balance. The main factor is imprgwime external
trade balance.

Diminishing the share of grespital formation in the gros
domestic product and domestic demand in the comexixternal
trade balance deterioration. The main factor ismshing the sharg
of gross capital formation in domestic demand.
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domestic product in the context of increasing thars of grosg
capital formation in the domestic demand and imjpgvthe
external balance trade.

7 <100 <100 >100 <100

(7]

8 <100 >100 <100 >100

7]

2. Characteristic features of the correlation between the gross capital formation and gdp during EU
enlar gement

The computation of the advancement index of thegdomestic product dynamics by the dynamics of the
gross capital formation for the Old Member Statethe European Union reveals the fact that in teega 1999-
2006 the respective indicator has values highar 1% in nine countries. The most significant @ses of the
share of gross capital formation in the gross damesoduct were recorded in Spain, Ireland andrDenk (Table
2). The respective development occurred mainlytdube increase of the share of gross capital faoman total
domestic demand on the background of the exteradétbalance stock deterioration. The same resmwdg! of
the relationship between gross capital formatioth @DP but of a lower intensity can be detected addtaly or
France.

In the other four countries where an increase vem®rded in the relationship between gross capital
formation and gross domestic product there candbected different models from the one previouskspnted.
Thus, in Greece and Sweden a significant increaa® negistered for the share of gross capital faomain
domestic demand on the background of a slight ingoreent of the trade balance stock. In turn, in Wméed
Kingdom and Finland the main factor of the corielatbetween the dynamics of gross capital formatod
domestic product was the diminution of the shargro$s capital formation in domestic demand orbtnekground
of the external trade balance deterioration.

Table?2

Advancement indexes of the gross domestic product dynamics by the dynamics of domestic demand and of gross
capital formation in the European Union Member Statesin the period 1999-2006

%

Country I cricop I ccriop lccribp I scroo! | poicop
EU-15
Austria 93.21 97.17 95.98 101.29
Belgium 99.03 97.30 101.7B 95.60
Denmark 113.13 110.80 102.11 108.51
France 108.51 104.77 103.58 10115
Finland 100.53] 95.3] 105.45 90.40
Germany 83.57 87.54 95.46 91.71
Greece 109.46 110.99 98.62 11254
Ireland 116.74 112.80 103.49 108.99
Italy 106.12 103.28 102.75 100.51
Luxembourg 77.87 87.04 89.47 97.29
Netherlands 87.77 91.10 96.35 94656
Portugal 79.10 80.87 97.82 82.67
Spain 123.17 118.18 104.22 113.40
Sweden 104.69 106.73 98.08 108,81
United Kingdom 100.58 98.1Y 102.46 95.82
NMS-12
Bulgaria 174.67 157.27 111.06 141.61
Czech Rep. 92.59 96.01 96.44 99,55
Cyprus 109.66 104.86 104.38 100.p7
Estonia 134.66 130.2y7 103.37 126.02
Hungary 93.56 96.34 97.07 99.29
Latvia 148.28 135.04 109.7/7 123.05




Country I ccricop I ccripp I ccripp I scroo! 1ooicop
Lithuania 105.00 104.90 100.99 104.81
Malta 86.94 87.69 99.16 88.44
Poland 81.56 85.68 95.18 90.02
Romania 143.86 134.6R 106.86 125/97
Slovakia 90.10 89.7¢ 100.38 89.42
Slovenia 97.73 101.12 96.64 104.64

Source: Computed after UNECE Statistical Division Daise.

In countries where a diminution was recorded wéspect to the share of gross capital formation DPG
the dominant model identified in four cases (Geryndne Netherlands, Luxembourg and Portugal) isaihe in
which the main factor is the diminution of the shaf gross capital formation in domestic demandeurttie
conditions of the external trade balance detefimmatThe exceptions from the rules were recorded\ustria
where the main factor was represented by the gignifimprovement of the external balance tradaeukaneously
with the diminution of the gross capital formationdomestic demand and Belgium where, on the backgt of
external trade balance deterioration, the dimimutdd the gross capital formation share in domedgémand
contributed essentially to changing the relatiopsi@tween gross capital formation and GDP.

In the New Member States of the European Uniomibst intense increases of the gross capital foomdti
GDP ratio were recorded in Bulgaria, Latvia, Romaa@ind Estonia while moderate intensities can ghlighted
in Cyprus and Lithuania. The determinant factothaf respective development was constituted byrbeease of

the share of gross capital formation in domestimaled against the background of external trade balan
deterioration.

In some countries where the share of gross cdpalation in the gross domestic product diminishibe,
dominant model was the one in which the main fasteepresented by the diminution of the sharero$g capital
formation in domestic demand simultaneously with tmprovement of the trade balance. This situati@s
recorded in the following countries: the Czech Riopy Hungary, Malta and Poland. Within this sulogp of
countries a first exception to the rule was Sloaakhere the diminution of the relative importandecapital
formation in domestic demand took place simultasgowith the deterioration of the external balategle. The
second exception was Slovenia where the diminuifahe share of gross capital formation in GDP adwdirstly
an improvement of the external trade balance, grag#al formation increasing its share in domedémand.

3. Differentiation of the gross capital formation/GDP ratio
in the EU member countries

As a result, in 2006, the gross capital formatiddRGratio was comprised in the Old Member Statethef
European Union between 17.8% in Germany and Luxegnbmd 30.6% in Spain. Values below 20% were
recorded in the Netherlands, Sweden and the UKitegtlom, and of over 24% in Greece and Ireland (@ &p.

In the New Member States the share of the resgettiicator is somewhat higher, ranging betweef%09.
in Cyprus and 38.2% in Estonia. Values comprised/éen 20.2% and 23% were recorded in Poland, Meilth
Hungary, between 24.2% and 29.0% in Romania, theclCRepublic, Lithuania, Slovenia and Slovakia ahd
over 31% in Bulgaria and Latvia. Hence it reflectied effect of a higher propensity towards investnokie to the

imperatives of faster restructuring of the prodeetapparatus and of its compatibility with the dedws of
European integration, but also the influence ofekternal trade balance stock.

Table3
Relationship between gross capital formation and gross domestic product in the European Union countriesin the
period 1999-2006

%
Country | 1999 | 2000 | 2001 | 2002 | 2003 ] 2004 | 2005 | 2006
EU-15
Austria 23.4 23.4 224 20 21]8 21.4 20.7 20.9
Belgium 21.1 21.8 20.4 19.p 191 20.3 20.9 22.0
Denmark 19.8 21.7 20.4 20/4 19.6 19.9 2D.8 23.2
France 19.3 20.1 20.1L 19/0 14.8 19.6 2p.2 21.1
Finland 18.9 20.1 19.7 188 18/5 18.8 20.6 20.6
Germania 21.5 21.8 195 173 17.4 17.1 17.1 17.8




Country 1999 2000 2001 2002 2003 2004 2005 2006
Greece 22 234 23.p 23|6 25.3 25.2 2B.8 24.8
Ireland 24.4 25.] 23.6 229 23|19 24.7 271 28.0
Italy 20.1 20.7 20.6 211 207 20/8 20.6 21.2
Luxembourg 23.9 23.2 244 2119 21.9 21.1 21.3 17.8
Netherlands 22.9 22.0 215 19.7 19.3 19.3 19.3 19.9
Portugal 27.8 27.7 27.1 252 22.9 23.1 2p.5 32.0
Spain 25.1 26.3 26.4 266 274 28.3 295 30.6
Sweden 17.3 18.3 176 166 16.4 16.3 7.1 17.9
United Kingdom 18.4 18.0 17.8 17.4 17.0 175 17.5 8.41

NMS-12
Bulgaria 17.7 18.1 20.5 19.8 217 23.1 28.0 31.9
Czech Rep. 27.] 29.6 295 28.6 21.2 275 26.1 6.4
Cyprus 17.0 18.3 16.4 18)8 17/4 20.2 194 19.6
Estonia 25.7 28.7 28.1 32/4 330 36.2 3p.2 38.2
Hungary 28.3 30.4 26.9 255 25\2 26.1 28.7 23.0
Latvia 23.3 23.7 26.6 26.7 288 33.2 34.4 3r.9
Lithuania 225 19.8 20.6 221 2342 24.0 25.1 27.0
Malta 18.2 26.2 17.6 14.8 165 16.6 21.0 20.8
Poland 25.3 24.§ 20.8 18]6 18.7 20.1 1p.3 20.6
Romania 15.3 18.5 216 20|6 21.8 28.8 2.7 24.2
Slovakia 27.6 25.9 29.6 29,0 24,6 26.0 29.2 29.0
Slovenia 27.5 26.9 24.1 2314 24.7 26.8 26.0 7.4

Source: Computed after UNECE Statistical Division Daise.

The examination of the relationship between doroeftimand and GDP indicates the fact that in 2006 in
nine Old Member States of the European Union thereal trade balance is in surplus. In a relathanner, the
highest external trade surplus was recorded in mipcirg (27.8% from the gross domestic product).u¥sal
representing over 7.5% of the size of the grossedtim product were recorded in Ireland and the &i&hds
(Table 4).

Table4

Therelationship between domestic demand and gross domestic product in the European Union countriesin the
period 1999-2006

%

Country | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
EU-15
Austria 98.3 98.6 97.4 953 96[7 95.7 95.1 9.3
Belgium 95.7 97.1 96.4 953 956 95.9 07 or.4
Denmark 95.0 94.4 93.4 94[2 93.8 95.1 95.3 97.0
France 97.9 990.1 98.p 98|3 9d.0 99.9 100.9 101.4
Finland 89.9 89.9 89.4 89.14 91[7 91.9 94.4 94.8
Germany 99.1 99.¢ 98 95/4 96 D5 94.8 9.6
Greece 109 110.9 109[7 109.7 109.6 108.9 107.2  5107.
Ireland 85.9 86.4 84.3 82.9 g4 85.1 87.3 88.9
Italy 98.1 99.1 98.4 99.0 9944 993 100.1 100.8
Luxembourg 80.7 79.( 82.4 798 79.4 79.0 78.7 72.2
Netherlands 95.4 94.5 94[2 935 93.7 9.8 92.3 H2.3
Portugal 110.2 110.9 110)0 109.3 106.6 107.8 108.6107.8
Spain 101.9 103.1 1025 10211 102.4 104.0 105.4 .2106
Sweden 93.9 94.1 935 933 93.4 92.0 R.4 92.0
United Kingdom 101.7 102.0 102[7 102.9 102.6 103.0 103.6 104.2
NMS-12
Bulgaria 106.7 106.3 108.5 108[9 11 11p.9 116.2 518
Czech Rep. 101.2 103[0 1025 102.1 102.3 100.6 08.1 7.6 |9
Cyprus 98.3 99.2 97.9 1016 101.2 102.5 102.6 102.8
Estonia 103.8 103.6 1025 1074 107.5 109.6 104.5 07.31]
Hungary 102.5 103.4 101p 1020 103.9 108.2 1015 95D
Latvia 109.5 107.0 109.5 1097 112.6 115.6 1144 0.22
Lithuania 110.1 106.3 105.5 105[7 105.8 107.1 107 10.2
Malta 105.3 110.6 104.7 97l6 1017 103.9 105.8 404
Poland 105.9 106.4 1037 1034 102.6 102.0 100.3 0.810
Romania 104.9 105.5 107]5 105.5 107.5 109.1 1103 2.111
Slovakia 104.4 102.1 10811 1072 101.9 102.7 105.1104.8
Slovenia 104.2 103.5 1007 986 100.1 101.2 100.5 00.71

Source: Computed after UNECE Statistical Division Datse.



Deficits in the external trade balance which repnésd more than 6% of the GDP value were reconded i
Greece, Spain and Portugal. At the same time, theedtic demand exceeded the level of the GDP al#alyy,
France and the United Kingdom.

In ten of the countries which acceded in the pe#0d4-2007 to the European Union external tradeitef
were recorded in 2006. Values of 7% of the GDP werded in Bulgaria, Estonia, Latvia, Lithuaniada
Romania. As an exception to the rule, in the Céifteiopean area, the Czech Republic and Hungairigtezgd
slight surpluses of the external trade after thevipus years in which the trend of imports exceenmtedalue
exports.

Under these conditions, the share of gross cdpitalation in domestic demand is differentiated stimes
to a non-negligible extent from the proportion apital formation in GDP. Thus, in the Old Membeat8s of the
European Union the share of gross capital formaitiodomestic demand is comprised between 17.7%en t
United Kingdom and 31.5% in Ireland (Table 5).

Table5
Share of gross capital formation in domestic demand
in the European Union countriesin the period 1999-2006
%
Country | 1999 | 2000 | 2001 | 2002 | 2003 ] 2004 | 2005 [ 2006
EU-15
Austria 23.8 23.7 23.1 217 22[5 244 21.8 2p.2
Belgium 22.0 22.5 21.2 20.1 20[0 21.2 215 2p.6
Denmark 20.8 22.4 21.8 217 20.9 20.9 2.8 23.9
France 19.7 20.7 20.8 193 19.0 19.6 20.0 20.8
Finland 21.0 22.4 22.0 205 20[2 20.5 21.8 21.7
Germany 21.7 21.9 19.9 181 18.1 18.0 18.0 18.8
Greece 20.2 21.1 2114 21]5 23.1 28.1 2.2 23.1
Ireland 28.4 29.1] 28.0 276 285 29.0 31.0 315
Italy 20.5 20.9 20.9 21.3 20.8 20[9 20.6 21.0
Luxembourg 29.6 294 29.6 27/4 27.6 26.7 7.1 24.7
Netherlands 23.9 23.8 22[8 211 20.6 2D.8 20.9 01.6
Portugal 25.2 25.4 24.6 233 2115 21.4 2.7 30.4
Spain 24.6 25.9 25.8 26/1 268 271.2 28.0 28.8
Sweden 184 19.4 187 178 17.6 17.7 18.5 19.5
United Kingdom 18.1] 17.4 17.8 16/9 16.6 17.0 1.9  7.71
NMS-12

Bulgaria 16.6 17.0 18.9 18p 19[5 20.8 2h1 26.9
Czech Rep. 26. 28.5 28[8 24.0 26.6 27.3 26.6 07.0
Cyprus 17.3 18.4 16.8 185 1712 19.7 18.9 19.1
Estonia 24.8 27.1 274 302 30.7 33.0 3B8.7 35.6
Hungary 27.6 29.3 26.6 25)0 243 25.3 2B.3 23.1
Latvia 21.3 22.1 24.1 24.8 256 287 30.1 31.5
Lithuania 20.4 18.6 19.5 209 21]9 23.4 285 24.5
Malta 17.3 23.7 16.4 14.F 16)2 16.0 19.8 1p.9
Poland 23.9 23.3 20.1L 18[0 182 19.7 1p.2 40.4
Romania 14.6 17.5 20.p 19]5 20.3 21.8 20.6 21.6
Slovakia 26.4 25.3 27.4 271 241 25.3 278 27.7
Slovenia 26.4 25.9 23.8 237 247 26.5 25.9 37.2

Source: Computed after UNECE Statistical Division Daise.

Values below 20% of the respective indicator wexeorded in Germany and Sweden and of over 23% in
Spain, Luxembourg, Denmark and Greece.

In the New Member States the share of gross cdpitadation in domestic demand is higher than the ion
countries which represented the European Unionrdeftay ' 2004. The lowest values were recorded in Cyprus
(19.1%) and the highest in Estonia (35.6%) and iaa81.5%). In Poland, Romania and Hungary the esludr
resources allotted to investment processes repgeesertween 20.1% and 23.1% of the domestic densartjn
Bularia, the Czech Republic, Slovenia and Slovhkiaveen 26.9% and 27.7%.



4. Conclusions and proposals for improving the assessment of the gross capital formation
contribution to sustaining economic development

From the realised analysis it results that durimg period 2000-2006 which represents in the cagbeof
countries of the European Union before M&y2D04 the period of using Structural and Cohesionds, and for
the countries that adhered on May2004 and January'2007 a preparation stage in view of accessiontiaeial
integration into the European Economic Area, alt8untries recorded GDP growths.

Thus, within the Old Member States of the Europ&amn, the averages of the yearly rates comprised
between 2.5% and 3.0% regarded in the specialisexhture as representing “normal” values for a kegr
economy with a high development level were recomidg in Sweden and the United Kingdom. Above tinel
of 3% were placed Ireland, Spain and Greece, cesgnthat benefited from significant allotments frdahe
Structural and Coehsion Funds, as well as Finldi remaining EU-15 countries registered averadetheo
yearly rates of GDP growth under 2.05% (Annex 2).

Within the New Member States of the European Utienaverage of yearly rates was smaller than 2% onl
in Malta. If the respective countries have to rexafe gaps as compared to those in Western Eutogie,
economic growth rate should be at least of 4.5%tb%t,is the “normal” development rate of developedntries,
plus the “convergence rate” of about 2%. Within ¢beridor of 4.5%-5% of the yearly rates averagly &ovakia
was placed. Averages of the growth rates of GDPpcm@d between 3.5% and 4.5% were recorded in &lentr
European countries, where the change process oédbromy was finalised before 2000, such as Cypgrus.
Romania and Bulgaria, as well as in the three Baltiuntries, the average of GDP growth rates exxxké&do,
which indicates the existence of a convergencewdieh is particularly high, due to the need ofawsring the
losses in value added during the change procetbe gfconomy, as well as to the emergence of newrappties
for expanding the economic activity along the lirdsdeveloping the preparation process for accesgiothe
European Union.

The contribution which gross capital formation hadGDP expansion was different in the two groups of
countries. In a relative manner, the gross cafotahation contributed more to GDP expansion in ¢nas which
adhered in the period 2004-2007 as compared widhM@mber States. Within EU-15, gross capital foiamahad
a negative contribution to economic growth in Gamnand Portugal. In the majority of these countties share
of gross capital formation in the relative GDP djparwas lower than 30%. In the New Member States the
contribution of gross capital formation to GDP ease was placed between 30% and 50% in Romanithand
Czech Republic, and of over 50% in Bulgaria, Est@nid Latvia.

Under these circumstances, the share of grossat&mitnation in GDP seems to be somewhat highénén
New Member States than in the EU-15. But, in shiaie relationship between gross capital formadind GDP,
a significant role pertains also to the externati¢r balance stock. Because most of the New MentéesSare
facing trading deficits, the share of gross cagiaination in GDP seems to be oversized. In Old MentStates
the stock of the external trade balance is positiveost cases, which triggers a diminution in share of gross
capital formation in GDP in relation to the sharedbmestic demand. The comparative analysis retieatisn the
New Member States gross capital formation holdgeimeral, a higher share in domestic demand thB45.

In the context of lower propensity towards consuomtin the New Member States, there were recorded
gross domestic product growth rates much highen thahe Old Member States. These developmentshndiic
first sight seem as positive and explicable shadd ignore the absorbing character of economic traivat
contributed to a more marked imbalance of the eatdrade balance.

Continuing such a trend would lead to the emergaicgome major stoppages in GDP expansion. For a
country such as Romania, which has to recover shat period — from the historical viewpoint — gapsthe
economic and social development level against westeuntries, the high rate increase of GDP is labaly
necessary. Yet, not any expansion of economicictian ensure the diminution of the above-mentibgaps and
ensure the convergence with the developed countfidke European Union. In order to reach the retbpe
objectives, one of the conditions is to maintairreasonable limit of the external trade balance Iarize.
Therefore, on short term, one of the concerns ef plblic authorities with responsibilities in deyghg
macroeconomic policies should be the stimulationavhpetitiveness increases of the national outpgbods and



services. Hence, the premises are ensured forsébediminution in the external trade balance ahthe current
account deficit.

Also, an important increase in relative knowledgéhwespect to the impact of gross capital fornratom
sustaining economic growth on short-, medium-, Emg)-term can be brought by improving the methoggplof
statistical registration of the GDP components.sTieans to highlight the distribution by branchesotal sums
intended for gross capital formation, but alsotsfconstitutive elements, that is fixed capitahfation, variation in
material and finite goods stocks, purchases mirausters of valuable objects. Within gross fixegditzd formation,
we consider that purchases of newly built housesldibe mentioned separately. In this way the pescould be
created for significantly improving the evaluatioithe future expansion opportunities of the ecanamtivity. Also,
it is necessary to make a series of changes indimputation methods of the influence which the @voh of land
prices has on the dynamics of gross capital foonati

Improving the evaluation methodology of gross apitormation should necessarily take place
simultaneously with improving the statistical evide about the dynamics of fixed capital. Due tordstructuring
processes of the economy, as well as to the iofleti pressures in Romania, just as in other Cleatrd East
European countries, still a series of distortiore @resent with respect to correlating the dynaofigross fixed
capital formation with the one of fixed capitalafrcorporal immobilizations. To this end it is nesary to ensure
not only a higher transparency with respect togaations related to divisions or mergers betweenpemies,
putting into operation new production capacitiesywind-up of morally and physically used equipménit also
the implementation of some assessment methodsdixbd capital in accordance with the charactessof the
market economy.
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ANNEXES

Annex 1
Share of gross capital formation in therelativeyearly
changes of the gross domestic product in the European Union countries
in the period 2000-2006
%
Country 2000 2001 2002 2003 2004 2005 2006 Average
2000-2006
EU-15
Austria 41.18 -37.50 -144.44 100.00 0.po 5/00 2424  13.67
Belgium 27.03 -100.0( -26.6f -10.90 56.57 109,09 655. 32.87
Denmark 42.86) -42.86 0.00 0.00 52.38 6129 74.29 284p
France 46.15 0.00 -70.00 9.09 48.00 47,06 4%.00 0820.
Finland 42.00 11.54 -25.0D 38.89 24.82 62|07 14.18 27.71
Germany 15.63 -141.67 XXX -300.00 16.67 33/33 3214 -10.99
Greece 48.89 23.58 36.94 66.57 29|79 -§.11 37.21 6334
Ireland 24.47 -8.62 15.00 41.86 23.06 56|36 3485 5.8@
Italy 25.00 27.78 266.67 XXX 25.00 -300.00 4211 582
Luxembourg 9.52] 52.00 -31.58 107.69 5/56 40.00 6330. 7.38
Netherlands 7.64 10.583 -1600.00 -66/67 10.00 26.67 37.93 3.17
Portugal 15.38 15.0 -162.50 300.p0 38/46 -180.00 23.08 -35.16
Spain 30.00] 33.31 33.33 46.67 4375 54,29 48.72 9640.
Sweden 34.84 -54.55 -30.40 29.41 17|07 44.83 3B8.33  20.69
United Kingdom 10.53 25.00 14.24 35.71 30.30 5.56 50[00 25.26
NMS-12

Bulgaria 42.59 87.8( 20.0p 72.00 48.48 10161 101.64  68.87
Czech Rep. 80.56 80.00 73.68 -11[11 47.83 6.15 34.62 36.92
Cyprus 54.00] -27.5( 120.00 -38.89 83.33 -12.82 1.0 28.74
Estonia 75.95 38.96 72.50 53.52 70,37 3143 59.65  6.679
Hungary 32.69 -34.1¢ -6.8P 16.67 47.p2 -29|27 23.0 2.93
Latvia -20.24 40.00 43.08 75.90 49.43 20[75 -12.61  23.98
Lithuania 36.59 103.03 21.74 57.28 2041 3684 B33 62.62
Malta 68.25 556.25 -119.2B -866.67 20000 166.67 122 7.30
Poland 23.26) -275.00 -107.14 15.88 52/83 8.33 4426 10.08
Romania 131.82 55.1f -1.92 33.96 49141 14.63 52.63  2.8%4
Slovakia
Slovenia 14.63 -40.74 28.57 92.31 63/64 -7150 57.69 31.70

Source: Computed after UNECE Statistical Division Daise.



Annex 2
Y early changesin the gr oss domestic product in the European Union countries
in the period 2000-2006
%

Country 2000 2001 2002 2003 2004 2005 2006 | Average
2000-2006
EU-15
Austria 3.4 0.8 0.9 1.2 2.8 20 313 1.p9
Belgium 3.7 0.8 1.5 1.( 3.0 11 3|2 2.04
Denmark 3.5 0.7 0.5 0.4 21 3|1 3.5 1197
France 3.9 1.9 1.0 1.1 25 17 3.0 2|01
Finland 5.0 2.6 1.4 1.8 3.y 209 55 3.80
Germany 3.2 1.2 0.0 -0.p 12 0.9 2.8 1/30
Greece 4.5 5.1 3.8 4.8 417 3.7 4.3 4/41
Ireland 9.4 5.8 6.0 4.3 4.8 55 5.3 5.80
Italy 3.6 1.8 0.3 0.0 1.2 0.1 19 1.27
Luxembourg 8.4 2.5 3.8 1.8 36 4,0 §.2 4[26
Netherlands 3.9 1.9 0.1 0/3 2|0 1.5 2.9 1.80
Portugal 3.9 2.0 0.§ -0.y 13 0|5 1.3 130
Spain 5.0 3.6 2.1 3.0 3.p 3[5 3.9 3,56
Sweden 4.3 1.1 2.0 17 411 2.9 4.2 2{90
United Kingdom 3.8 2.4 2.1 2.8 3)3 1,8 2.8 2|71
NMS-12

Bulgaria 54 4.1 4.5 5.0 6.6 6)2 61 5.41
Czech Rep 3.6 2.5 1.9 3/6 4.6 6.5 b.2 3.99
Cyprus 5.0 4.0 2.0 1.8 4.p 39 3.8 353
Estonia 7.9 7.7 8.( 7.1 8.1 105 11.4 8|67
Hungary 5.2 4.1 4.4 4.2 4.8 411 3.9 439
Latvia 8.4 8 6.5 7.2 8.7 10.6 11{9 8.7/6
Lithuania 4.1 6.6 6.9 10.3 7.3 716 7.5 7.19
Malta 6.3 -1.6 2.6 -0.3 0.1 38 3|3 1.96
Poland 4.3 1.2 1.4 3.9 583 3i6 g.1 3/69
Romania 2.2 5.8 5.2 53 85 4.1 1.6 5/53
Slovakia 2.0 3.2 4.1 4.2 5.4 6/0 8.3 474
Slovenia 4.1 2.7 3.5 2.6 4.4 4/0 5.2 3{79

Source: Computed after UNECE Statistical Division hatse.



Y early changesin domestic demand in the European Union
countriesin the period 2000-2006

Annex

3

%

Country 2000 2001 2002 2003 2004 2005 2006 Average
2000-2006
EU-15

Austria 3.1 -0.2 -1 2.5 1.5 1.p 212 1.83

Belgium 3.9 0.3 0.8 1.4 3.1 16 410 2.10

Denmark 3.1 0.0 1.7 0.1 4,3 4|5 5.5 2[74
France 4.4 1.8 1.1 1.8 3]3 2|3 2.4 2144
Finland 3.7 2.2 1.4 4.0 3.0 4/5 28 3.09
Germany 2.2 -0.5 -2. 0.7 0J0 0.5 1.7 0)37
Greece 5.6 3.1 4.8 54 417 2.3 3.9 4126
Ireland 9.0 4.0 4.1 3.4 4.8 719 6,3 5.64
Italy 2.8 1.6 1.3 0. 1.1 0.3 16 1.37

Luxembourg 4.3 4.5 2.5 4.0 2]6 512 0.3 3]34
Netherlands 2.7 2.3 -0.4 0J5 0.5 Q.9 2.9 1.34
Portugal 3.3 1.7 0.q -2.0 2.4 0|8 0.3 093
Spain 5.3 3.8 3.2 3.8 4.8 5[0 4.6 4,36
Sweden 3.9 -0.2 0.8 1.6 1|8 2.6 3.3 1|97
United Kingdom 3.8 2.9 3.1 2.8 3)8 1.7 3.1 3/03

NMS-12

Bulgaria 6.9 7.1 4.2 8.2 7.8 99 10.2 7.69
Czech Rep 3.8 3.7 3.9 44 3.2 1.6 4.0 3.51
Cyprus 6.2 3.5 4.3 1.7 6.6 3[1 3.8 416
Estonia 10.8] 7.3 12.2 7.3 9/5 7.4 1%.1 9,94
Hungary 4.7 2.2 6.4 6.2 4.2 1/4 -0.4 363
Latvia 4.6 11.1 6.0 10.6 121 9/3 17.3 10{14
Lithuania 2.5 5.8 6.7 12.2 13)0 8|9 7.6 8/10
Malta 10.7 -7.5 -3.3 5.8 1.8 7.0 2|6 2.44

Poland 3.4 -1.3 0.4 2.7 5.9 2|6 6.7 2[99
Romania 5.5 9.4 4.9 8.4 120 8.0 12.7 8,70
Slovakia 0.1 8.0 4.1 -1.8 6.p 8l6 6.4 4,59

Slovenia 1.3 0.8 2.3 4.9 52 119 55 313

Source: Computed after UNECE Statistical Division hatse.



