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This thesis aims to integrate a comprehensive statistical toolkit into the study of relevant topics 

from the macroeconomic field. The statistical toolkit employed in this work can be used in the 

study of various other topics in Economics. In this thesis, the statistical concepts, tools and 

methods are illustrated through three main topics: 

1. Macroeconomic imbalances and the cyclical character of the economy 

2. The recovery process and the long-lasting effects of the recent crisis 

3. The economic catching-up process in selected central and eastern European 

countries to the average of the EU. 

Each topic is first presented from the point of view of relevant theoretical aspects. The approach 

is not exhaustive, but rather concentrating on specific aspects and issues to be discussed. The 

literature review contains a lot of recent resources, trying to incorporate information and 

developments on these very actual topics that are being analysed. 

Corresponding to the three topics, seven empirical studies are developed: 

1. Macroeconomic imbalances and the cyclical character of the economy 

1.1.The output gap in the study of macroeconomic stability 

1.2.Considering a framework for analyzing the output gap, inflation and unemployment 

1.3.Macroeconomic stability versus price stability. A focus on the relationship between 

credit and house prices 

2. The recovery process and the long-lasting effects of the recent crisis 

2.1.The recovery process and the long-lasting effects of the recent crisis in a multivariate 

framework 

2.2. Further developments of the study on the recovery process and the long-lasting 

effects of the recent crisis in a multivariate framework 

3.  The economic catching-up process in selected central and eastern European 

countries to the average of the EU 

 3.1. Integration via the trade channel 

3.2. The catching-up process in selected central and eastern European countries. 
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The empirical studies section presents the main results of articles that were developed by the 

author and his co-authors, and also contains new studies and new developments of studies. The 

thesis has a pronounced empirical, quantitative and practical character, as the empirical section 

is given the largest weight, in order to properly illustrate the applied statistical toolkit, which 

contains an extensive range of statistical concepts, tools and methods. 

An important idea behind the concept of the thesis is that the statistical part should be applied in 

the context of relevant and actual topics. The topics discussed in the thesis were therefore 

carefully considered. 

The structure of the thesis is robust and facilitates a journey through the three main topics both 

along theoretical aspects and along empirical studies. The structure allows for a swift navigation 

through the content of the thesis. 

The three main topics discussed in this thesis cover a relatively wide area, while the statistical 

toolkit used provides a consistent framework for analysis in this context. Moreover, a large 

number of links are made between the three main topics, such that they are seen from a 

perspective which not only outlines them individually, but also underlines the elements of inter-

connectedness between them.  

It is an important fact that a relatively large number of countries are scrutinized, in a framework 

with a lot of cross-country analyses and comparisons. One of the goals of the thesis is to put an 

emphasis on the developments in central and eastern European countries and to investigate on 

their evolution with respect to past performance and to the performance of other countries in the 

region and from western Europe.  

The author aims to have a personal approach with regard to this work, and this may be translated 

by not trying to present the issues in an over-standardized way, but rather trying to emphasize 

his own views, ideas and doubts on particular topics and on Economics and Statistics in general. 

The work is structured into three main parts plus the conclusions. The first part focuses on the 

theoretical aspects of the topics proposed for analysis and the state of knowledge in the 

respective fields. The second part introduces the data and the statistical toolkit. The third part 

presents the statistical methods in practice, in empirical studies that illustrate the topics 

presented in the first part.   
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Theoretical aspects 

 

1. Macroeconomic imbalances and the cyclical character of the economy 

In the theoretical part, a literature review complemented with own views on issues from this area 

of interest is done. Macroeconomic imbalances are outlined as a major topic, and a general 

framework for their assessment is presented. 

The concepts of output gap and potential output are introduced as key indicators in the analysis 

of economic cycles. The output gap is the main concept used in two empirical studies presented 

in the corresponding section. 

The cyclicality in the economy is viewed from the point of view of public policies. A particular 

emphasis is put on the relationship between business cycles and financial cycles. The issue of 

pro- and counter-cyclicality is addressed. The issue of macroeconomic stability versus price 

stability is introduced, and an empirical study is dedicated to this topic. 

Another issue discussed in the theoretical part is that of public policies and incentives. The focus 

is on the government and the central bank having slightly different incentives due to practical 

reasons, and the advantages and disadvantages that arise from this.   

 

2. The recovery process and the long-lasting effects of the recent crisis 

The theoretical part on this topic discusses issues related to the recent crisis, its effects and the 

recovery process. In particular, attention is drawn towards the longer-term or even permanent 

effects which can shape up the recovery in different ways than expected. Links are made with 

the topic of macroeconomic imbalances, as well as with the topic of the catching-up process in 

CEE countries. Pro- and counter-cyclicality are discussed also in the context of a developing 

crisis, with reference to the trap that the government can be faced with if it is unprepared for 

adverse evolutions. 

A crisis can have long-lasting or even permanent effects, and a number of issues of interest were 

discussed, such as unemployment, the remuneration of labour and capital, inequality, social 

exclusion. A particular emphasis is put on unemployment and the remuneration of labour and 

capital in the aftermath of the crisis and in the context of technological progress. The concept of 

sustainable development is outlined and its importance for the future is clearly stated, 

considering technological, environmental and other challenges. 
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3. The economic catching-up process in selected central and eastern European 

countries to the average of the EU 

The corresponding section presents some theoretical aspects of the process of catching-up in the 

central and eastern European countries. Proper attention is given to this topic from the 

perspective of the recent crisis.   

The Balassa-Samuelson effect is considered in the context of the catching-up process, with 

examples from the literature. Furthermore, the topic of inflation differentials is illustrated, and 

catching-up is also analyzed in the perspective of macroeconomic imbalances. 

Another topic that is addressed is that of trade and the catching-up process, and a study on this is 

presented in the corresponding empirical section. 

The issue is raised whether the catching-up process insures a generalized increase in the standard 

of living inside the countries under scrutiny, or the intra-country disparities become ever larger, 

and therefore the increase in the standard of living represents an aggregation between areas with 

high development and areas with little or no development.  

The considerations made by European Commission (2004) reflect a catching-up process that 

was complex, multifaceted and differentiated across countries and regions, at that point in time. 

The study in the empirical section indicates that 10 years later, after the recent crisis, a number 

of important issues and challenges are present with regard to the catching-up process.  

The issue of the amount of time that is necessary for a CEE country to fully catch-up is 

addressed, and a particular emphasis is put on the topic of emigration. Even though it is not a 

sure fact that the catching-up process will lead to countries having a very similar standard of 

living, it is likely that large discrepancies are going to diminish and that most countries would 

evolve within an interval that prevents the build-up of large macroeconomic imbalances.  

I consider it reasonable to expect that, at a level of about 80% from the standard of living of the 

EU28, the pressures on emigration would be alleviated such that this phenomenon would not 

represent a large problem anymore in the CEE countries currently affected by it.  
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Data and statistical toolkit 

 

The data used throughout the thesis is macroeconomic data for European Union countries. The 

frequency is in many cases annual. For a number of series, the frequency of the data is monthly 

and quarterly. Using macroeconomic data has particularities that are different from other types 

of data, for example financial data. Due to the low frequency of the data, there are inherent 

limitations, with most time series being relatively short. However, the relatively large number of 

countries used in some studies allows for coherent panel data analysis, and this is at the center of 

the empirical part of the thesis.   

The framework used aims usually towards reducing dimensionality and getting as much 

information from as little data as possible. This can facilitate an efficient overview over complex 

economic phenomena by concentrating on the main coordinates in the data. The datasets used 

are designed in such a way that they are robust and not overloaded with information. This 

provides a basis for versatility and possible extensions of the empirical studies.   

The main sources for the primary data are Eurostat and the AMECO database of the European 

Commission. This is also a reflection of the fact that the empirical part of the thesis deals mostly 

with EU countries, and in particular, with issues regarding the old member states – new member 

states comparison and evolutions.  

The series used cover relevant macroeconomic variables, such as: GDP growth, output gap, 

inflation, unemployment, house prices, private sector credit flow, debt to GDP ratio, government 

balance, current account balance, exports, imports, GDP per capita in PPS at national and 

regional level, long term government bond yields, exchange rates. 

The time span over which the data is considered differs, but it is in most cases in the interval 

1995-2014. For some countries (France, UK, Italy and Spain), output gap data is used starting 

from 1965. The aspect of the time span of the data is important and it represents a limit towards 

what can be done with the series. With time, this is going to be alleviated, as the series become 

longer. It is possible to redo certain studies using time series including new observations, and to 

check the way the results behave with longer series.   

The three main topics discussed in this thesis are analysed in the empirical part using a statistical 

toolkit which is adapted to the specific needs of the research and which represents an element 

defining a consistent framework for analysis. 
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The data exploration methods are considered to be very important and are given proper attention 

throughout this thesis. The various data exploration tools allow one to visualize and understand 

data from different perspectives and gather information that is presented in an intuitive form. 

Correlation analysis is used in order to identify relationships between variables (or the absence 

of relationships) and it represents one of the most effective tools in terms of the information 

provided. It is interesting to see whether between correlated variables there exists also causality, 

and establishing this from the statistical point of view is done via regression analysis.   

Hypothesis testing is an important way of finding out whether particular assumptions regarding 

variables hold from the statistical point of view. Statistical tests provide valuable information 

which can be used in decision making. 

The number of variables is an important aspect throughout the thesis, and the approach is 

towards reducing the dimensionality of the data and getting as much information as possible 

without requiring extremely large datasets. Principal components analysis allows one to further 

reduce the dimensionality of the data and to capture its main features in an even lower number 

of variables. 

Cluster analysis allows grouping objects according to a specific algorithm such that the objects 

within a cluster are homogeneous among themselves and heterogeneous compared to objects 

from other clusters. It is possible to generate groups of countries (or regions) that have similar 

characteristics inside each group, and sufficiently different ones across groups. 

 

Empirical studies 

 

1.  Macroeconomic imbalances and the cyclical character of the economy 

The first empirical study for this topic, “The output gap in the study of macroeconomic 

stability”, presents the main aspects and results from the article by Ţiţan, E., Georgescu, V. 

(2013)(1). 

The article underlines the importance of the output gap, which is a variable that provides 

information about the state of the economy and the phase of the business cycle. The framework 

includes five old members of the EU (Germany, France, UK, Italy, Spain) and five new 
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members (Poland, Czech Republic, Romania, Hungary and Bulgaria). The data are annual 

output gap data, including forecasted values.  

One of the results of the article by Ţiţan, E., Georgescu, V. (2013)(1) is that “the amplitude of 

the movement of the economies around the equilibrium point is generally higher for the group of 

new member states in comparison with the group of old member states, period 1999-2014” (p. 

58). There are exceptions to this, namely “Poland displays robust stability and is second after 

Germany in rankings of the stability of the ten states, while Spain is less stable than several of 

the new member states” (p. 58). Another result indicates that “business cycles are synchronized 

to a large extent” (p. 58-59). Additionally, in the case of France, UK, Italy and Spain, the time 

span for analysis is longer, period 1965-2014, and the results show that they “become more 

correlated with time, which implies that business cycles become more synchronized in the recent 

period. This is strong evidence of deeper European economic integration” (p. 59). Ţiţan, E., 

Georgescu, V. (2013)(1) also note that “according to our ad-hoc defined methodology, for the 

case of France, UK, Italy and Spain, period 1965-2014, an economic cycle lasts for 10.5 years” 

(p.59). Another result of Ţiţan, E., Georgescu, V. (2013)(1) is that “considering the period 1965-

2014, the output gap data for France, UK, Italy and Spain is normally distributed. This result is 

obtained by using the Jarque-Bera test. Additionally, the reliability of this test for small samples 

is confirmed by a simulation exercise” (p. 59). 

The second empirical study for this topic, “Considering a framework for analyzing the output 

gap, inflation and unemployment”, presents the main aspects and results from the article by  

Ţiţan, E., Georgescu, V. (2013)(2). The article is focused on the relationship between the output 

gap, inflation and unemployment, considering four old member states of the EU (Germany, 

Spain, France and Italy) and four new member states (Bulgaria, Hungary, Poland and Romania). 

The issue of timing (lags) is at the center of the article, because there may be a lagged response 

of inflation or unemployment to the influence of the output gap. The period considered in the 

article is 1999-2014 (annual data, including forecasted values). The study includes a part which 

investigates on correlations between variables and a part that investigates on causal relationships 

between variables.  

Ţiţan, E., Georgescu, V. (2013)(2) mention that “the correlations between inflation and 

unemployment are negative, which is in line with intuition. However, these range from nearly 

zero to strong correlation” (p. 8). Moreover, “there is a positive relationship between the output 

gap and inflation for most countries, with low, medium and high intensities. For Romania the 
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coefficient is negative. Regarding the relationships with lags, they display different behaviours 

across countries” (p. 8). Ţiţan, E., Georgescu, V. (2013)(2) indicate that “in all countries, the 

relationship between the output gap and unemployment is negative, ranging from low to high 

intensity.[…] the relationship between the output gap and unemployment with lags displays 

different patterns across countries” (p. 8). 

In the part that investigates on causal relationships between variables, Ţiţan, E., Georgescu, V. 

(2013)(2) state that “we make a selection of relationships based on the correlation coefficients 

obtained in the previous part, using an ad-hoc methodology. We model these relationships using 

simple regression models with intercept […] In each model, the explanatory variable is the 

output gap, and the explained variable is inflation or unemployment. We consider 26 models, of 

which 16 do not have lags (base models) and 10 have lags” (p. 8). Ţiţan, E., Georgescu, V. 

(2013)(2) find that “all models have intercepts that are statistically significant at the 5% level, 

which is an important result considering that in this framework the intercept stands for the value 

of either inflation or unemployment provided that the output gap is zero” (p. 8). Moreover, “we 

obtain 14 out of 26 models where the coefficient of the explanatory variable is statistically 

significant at the 5% level. For the models with no lags, 8 out of 16 have statistically significant 

coefficients at the considered significance level, while the same is true for 6 out of 10 models 

with lags” (p. 8). 

Ţiţan, E., Georgescu, V. (2013)(2) state that “a lot of evidence is available with regard to the 

impact of the output gap on inflation and unemployment, but this evidence is quite mixed across 

countries […] However, the evidence found is valuable, and particularly if we consider the 

models with lags it is interesting to observe that some of the effects may become visible with a 

lag of one-two years. This can have great implications over the electoral cycle and design of 

policies” (p. 8). 

The third empirical study for this topic, “Macroeconomic stability versus price stability. A 

focus on the relationship between credit and house prices”, investigates on the possibility of the 

build-up of macroeconomic imbalances in an environment characterized by price stability, with 

a practical application on credit and house prices.  

Considering the framework of the scoreboard for the Macroeconomic Imbalances Procedure 

2015, the relative situation of the central and eastern European (CEE) countries concerning 

macroeconomic imbalances appears to be better compared to that of the older EU members. All 

EU countries pursue consistent policies with regard to inflation, but their approaches towards 
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macroeconomic stability may be quite different. The analysis shows that the group of CEE 

countries is homogeneous with respect to the evolutions of the consumer prices, but not 

homogeneous with respect to the evolutions on the real estate market.  

The causal relationship between credit and house prices is statistically significant in the case of 

10 out of 19 countries under scrutiny. The study also investigates on the situation in the 

countries where the relationship is not statistically significant and finds evidence that the 

thresholds from the scoreboard for the variables used in the study of the credit – house prices 

relationship are relevant. The building-up of imbalances in the period before the crisis and the 

systematic exceedance of thresholds from the scoreboard is associated with a relationship 

between credit and house prices that is statistically significant. The behavior of the house price 

index could be shaped up to be closer to that of the consumer price index by a prudent approach 

regarding the evolution of credit in connection to house prices. The study indicates that there is 

also a role for volatility in the case of the house price index, but not in the case of the private 

sector credit flow.  

The results of the study raise the question whether asset prices in general, and house prices in 

particular, should be a concern for policymakers, in the same fashion as inflation is. House 

prices depend on factors that can be addressed by public policies, such as the evolution of credit, 

not only on fundamental factors. The question is whether policymakers should set an explicit 

goal to avoid house price bubbles and to anchor expectations of reasonable evolutions for house 

prices.  

From my point of view, the stability and predictability of the real estate market are no less 

important than that of consumer prices. Considering the impact on individuals and on society of 

the evolutions in this field, as well as evidence from the recent crisis, house prices should be a 

major concern for policy.  

In terms of practical implementation, monitoring and ensuring the stability of the real estate 

market could be either a task for an existing public institution, or a task for a newly-established 

one. In case an existing public institution would be assigned this new task, the institution should 

not be in a conflict of interest in ensuring it.  
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2.  The recovery process and the long-lasting effects of the recent crisis 

The first empirical study on this topic, “The recovery process and the long-lasting effects of 

the recent crisis in a multivariate framework”, presents the main aspects and results from the 

article by Ţiţan, E., Georgescu, V. (2015). The article investigates the recent crisis and tries to 

find elements regarding possible permanent or long-lasting effects. An important focus point of 

the article is represented by the characteristics of the recovery process. The article also tries to 

find evidence regarding the relative behavior of the EU28 countries and the changes in the 

period after the crisis compared to the one before the crisis. 

The article uses data with annual frequency. The framework is multivariate, but focused on a 

limited number of variables in order to gain a synthetic overview of the economic situation in 

the EU28 countries in two distinct periods – before the crisis (2004-2007) and after the start of 

the crisis (2010-2013). 

Ţiţan, E., Georgescu, V. (2015) observe that “in quite many situations, the crisis can be a period 

that provides an opportunity to rebalance some variables that are off-track” (p.16). Regarding 

the factors that are expected to negatively impact the recovery process, Ţiţan, E., Georgescu, V. 

(2015) identify “in particular the evolutions in unemployment, those in the debt to GDP ratio 

and government balance, respectively” (p. 16). Ţiţan, E., Georgescu, V. (2015) mention that “at 

the same time, the evolution of exports of goods and services and the overall evolution of trade 

in goods and services provides a positive influence with respect to the recovery process” (p. 16). 

Ţiţan, E., Georgescu, V. (2015) state that “there is more evidence supporting the scenario that 

the growth path is considerably affected over the long term and that a new path is likely to have 

a lower slope than the one before the crisis” (p. 16). Ţiţan, E., Georgescu, V. (2015) note that 

“the crisis has produced also a rebalancing of the relationships between variables […] Not only 

changes in the levels of the variables are visible, but also changes in the nature and intensity of 

the relationships” (p. 16). Another result obtained by Ţiţan, E., Georgescu, V. (2015) is that “for 

6 out of 8 analyzed variables, the relative behavior of the EU28 countries does not change across 

the two periods, while for 2 variables this is not the case” (p. 16). Ţiţan, E., Georgescu, V. 

(2015) find that “there exists a convergence in the case of HICP inflation and a divergence in the 

case of unemployment, meaning that the EU28 countries behave in a more similar way in terms 

of HICP inflation and in a more differentiated way with respect to unemployment” (p. 16). 

The second empirical study corresponding to this topic, “Further developments of the study 

on the recovery process and the long-lasting effects of the recent crisis in a multivariate 
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framework”, is an extension of the first one; it performs further analyses using the dataset from 

the first study. A wide range of data exploration tools is used in order to look at data from 

different perspectives and present it in an intuitive form. A regression analysis part is developed 

in order to test and identify causal relationships between the variables in the dataset. Using 

simple regression models, the study identifies the following statistically significant relationships: 

real GDP is influenced in both periods by the output gap with a positive relationship, the output 

gap in the first period influences the level of inflation in the first period (positive relationship), 

output gap in the second period negatively impacts the unemployment in the second period, 

government balance in period 2 negatively impacts unemployment in period 2, and imports in 

both periods positively influence real GDP in both periods. Using two multiple regression 

models, real GDP in both periods is the explained variable, while the remaining 7 variables are 

explanatory variables. In the first period, the output gap (positive relationship) and the debt to 

GDP ratio (negative relationship) have statistically significant coefficients, while in the second 

period, only the output gap (positive relationship) has a statistically significant coefficient. 

A principal components analysis is developed in order to reduce the dimensionality of the data 

and to try to capture its main features in an even lower number of variables. First, because the 

scale of the variances of the variables used is different, data standardization is performed. The 

results of the principal components analysis are displayed for the two periods, 2004-2007 and 

2010-2013. In both periods, the first three principal components explain a large proportion of the 

total variance. The initial framework with eight variables can be reduced to the first three 

principal components, while retaining a very large part of the informational set. 

 

3. The economic catching-up process in selected central and eastern European 

countries to the average of the EU 

The first empirical study for this topic, “Integration via the trade channel”, presents the main 

aspects and results from the article by Georgescu, V. (2014). There are 20 considered countries, 

of which 10 are old EU member states and 10 are new EU member states. Using annual data for 

the period 1999-2013, the article performs a detailed analysis of the evolution of exports and 

imports of the countries under discussion, considering issues such as trade dynamics, 

correlations with GDP, volatility, intra- and extra-EU trade breakdown, degree of openness of 

the economy. The main conclusion of the article by Georgescu, V. (2014) is that “the trade 

channel is an active and important driver of European integration” (p.130). 
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The second empirical study for this topic, “The catching-up process in selected central and 

eastern European countries”, is an extensive one and discusses catching-up at country level, at 

regional level, and also focuses on the situation in Romania.  

At the country level, the study presents the main evolutions for the CEE countries, considering 

variables such as GDP per capita in PPS, unemployment rate, current account balance, inflation 

rate, government debt, government balance, long term government bond yields, exchange rates.   

The evolutions and issues presented display a catching-up process at country level that is 

multifaceted, real, quantifiable and very different across countries. Moreover, it is not automatic, 

it is not constant over time and has a lot of particularities.  

One of the issues discussed is that, from my point of view, maintaining competitive advantage 

exclusively or to a great extent via lower wages is a wrong approach in a CEE country like 

Romania. Moreover, from my point of view, though maintaining macroeconomic equilibria is 

very important, this should be subordinated to the most important objective of catching-up. 

Another point made is that it is imperative to diminish the economic differences between 

Romania and the more developed countries of the EU, because failing to do so enforces a self-

propelled mechanism in which human resources in particular, but also other types of resources 

are drained out of the country. This becomes an adverse selection process which leads to lower 

economic potential and poverty. I consider that a key aspect when discussing catching-up is the 

time period in which it is done.   

Another issue discussed is that, in my opinion, the uniformity in the government deficit 

threshold across the EU countries is a disadvantage for the catching-up countries, because they 

need to invest more than the developed countries and their potential of development is reduced 

in this way. The advantage of being safer in terms of debt accumulation does not completely 

offset, in my opinion, the disadvantage mentioned before, and more attention should be given to 

ways of “growing out” of debt rather than solving the problem of deficits at the expense of 

future development. In my opinion, the policies regarding government deficit and government 

debt should be custom made to fit the specific situation and needs of each CEE country.  

A synthetic overview on the catching-up process at country level can be obtained through cluster 

analysis. The purpose, in the context of the study, is to generate groups of countries with similar 

characteristics inside each group, and sufficiently different ones across groups. The clustering 

technique used is the Ward algorithm. A dendrogram illustrates the cluster formation process for 
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GDP per capita in PPS for 27 EU countries (EU28 excluding LU for outlier reasons). Another 

dendrogram illustrates the cluster formation process for 28 EU countries, in which each country 

is represented by a multivariate data object containing variables that reflect mainly the stability 

of the economy. 

At the regional level, the study investigates on the catching-up process in order to find out 

whether it brings down the level of disparities or whether it leads to an increased level of 

disparities across regions. Regional data from Eurostat is used, at the level of NUTS 2 regions. 

The degree of inequality across EU regions (NUTS 2, without Luxembourg due to outlier 

reasons) is greater than the degree of inequality across EU countries (also without Luxembourg). 

Moreover, the degree of inequality across countries decreases substantially over the period 

2000-2011, while the degree of inequality across regions decreases only marginally over the 

same period. 

The fact that the problem of convergence is more acute at the regional level rather than at the 

national level is key and indicates the heterogeneous character of the process of convergence in 

the European Union. This can represent an important point with regard to the analysis on 

regional versus country-level cohesion policies. 

In the subsection on Romania and the catching-up process, a summary of the evolution of the 

CEE countries relative to the EU28 average in terms of GDP per capita in PPS for the period 

1995-2014 is presented, and the particularities of the process for Romania are outlined.  

The discussion touches several topics, of which some have been mentioned also in the part of 

the study concerning catching-up at country level. In my opinion, the fundamental priority for a 

country like Romania is to resume a strong catching-up process to the average of the EU28, and 

it should be clear what the expectation is in terms of the position of Romania relative to the 

EU28 average and relative to the other CEE countries over time frames of, for example, 5, 10, 

15, 20 years. I consider that catching-up is an objective necessity, and the justification for it is 

that the greater the development gap between Romania and the more developed countries of the 

EU, and the longer the process of catching-up, the more resources, human and economic, are 

going to be drained out of Romania before equilibrium is reached. I would stress in particular 

the time component, and I would mention that the longer the process, the more expensive it is 

going to be. A country like Romania needs to build up its capital in order to keep its human 

resource at home, and it needs to do this swiftly, before being depleted of its human resource 
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and being even more affected by adverse selection. Time is essential in this process. For a 

country like Romania, economists need to figure out ways and policies for a sustained catching-

up trajectory, subject to constraints related to macroeconomic stability. In my opinion, the need 

for macroeconomic stability, though very important, is subordinated to the need to catch up, and 

not the other way around. 

Three scenarios regarding the possible situation of Romania relative to the EU28 average at the 

end of 2025 are presented. Though subject to many limitations, it is useful to have an indication 

that, all things equal, at the end of 2025, in a pessimistic scenario, Romania is going to be at 

about 63% of the EU28 average, in a base scenario at about 75% of the EU28 average, and in an 

optimistic scenario, at about 83% of the EU28 average.  

In the base scenario, which is also the most likely scenario of the three, at the end of 2025, at 

about 75% of the EU28 average, one of the problems that Romania is confronted with could be 

alleviated to a large extent, namely emigration and adverse selection related to emigration.  

I consider that, in the absence of strong negative shocks and following a normal path of 

development, it is possible for Romania to change its status to that of developed economy in a 

period of about 15-20 years (2030-2035). 
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