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Abstract:  

The budget deficit and public debt represent Romania’s two most important elements of the system of 

criteria for accession to the euro single currency. Therefore their combined and complex analysis for a longer 

time period, before the initial target, can put us in a position to obtain some interesting conclusions about the 

reason why our country has not adopted the  single currency in 2013. Such an analysis allows the foundation of 

a coherent and feasible program to adopt the single currency in the future. As it is normal, this program will be 

based on the  performance, according to standards, of all nominal and real criteria for transition to the single 

currency, as explained and detailed within the Maastricht Treaty. 

 

 

1. Introduction 
 

The analysis we propose starts with the consolidated state budget deficit in Romanian, a criterion that 

expresses the ability of the state to manage public finances. Also, this indicator shows an equilibrium that the 

state can provide between its incomes and expenses for a specific period of time. A consolidated system of 

public finance shows the possibility to avoid deficits and debt accumulation. We also propose, within the same 

context, an analysis of public debt in our country for the same purpose already stated, to contribute to a future 

proper planning of conditions and moment when we propose to adopt the single currency. The two important 

indicators are showing the ability to manage public finances properly and healthy. 

Consolidated state budget deficit must be within a maximum of 3% of GDP. The indicator is calculated 

annually and represents the basis for discussion and analyses that the Government is undertaking with 

international financial institutions. 

 

Consolidated budget deficit (% of GDP) 
 Table 1  

 Year 

2005 2006 2007 2008 2009 2010 2011  

Romania 0,78 1,9 2,5 5,4 8,3 6,4 5,2  

EU-17 2,5 1,3 0,6 1,9 5,3 6,5 4,1  

Deviation 

(+/-) 

Compared 

to the target 

of  3% 

-2,22 -1,1 -0,5 +2,4 +5,3 +3,4 +2,2  

Source: NBR, NIS, EUROSTAT 

 

The budget deficit represents the negative balance
1
 of public budget, ie the negative balance between 

revenues and expenditures of the state. If to the primary deficit, mentioned above, we add interest payments on 

the loan from the state, then we obtain the total deficit
2
. In Romania, the general consolidated state budget 

includes the following types of budgets: 

- State budget 

- Social insurance budget 

- Unemployment budget 

                                                 
1
 See also Dicţionar de Economie, p. 155 

2
 Gabriela Molănescu, Mirela Ionela Acelean, Consecintele deficitului bugetar în România, în contextul crizei 

actuale. Implicatii asupra pietei muncii, www.storeectap.ro 
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- Single health fund 

- Local budgets 

To these five main budgets the following must be added: 

- Authority for State Asset Valuation budget 

- Budget of  privatization activities 

- Budget of activities funded entirely from own revenues 

- External grants 

- Loans of public institutions 

- Treasury budget 

- Budget of National Company of Motorways and National Roads in Romania 

The state budget deficit is a nominal criterion of transition to the euro, next to inflation rate, exchange 

rate and interest rate on long term. All these indicators reveals, each in its own way, a national economy ability 

to successfully cope with such high level of economic integration, actually the last and most pronounced level of 

economic integration. The theory of optimum currency areas developed by Canadian economist Robert Mundell 

emphasizes the need that, before joining a currency area, a country, an economy meets a number of preliminary 

conditions, criteria used to declare it prepared or not for the transition to the single currency. These accession 

criteria reveal the level of compatibility between an economy and monetary area to which the country wants to 

join. To enter that monetary area, compatibility must be fulfilled, otherwise asymmetries arise as the above 

mentioned economist speaks about his work. I could say that the system of nominal and real criteria works like a 

diagnostic set in dynamics and for longer periods of time for any economy already member of an optimum 

currency area or wanting to enter an optimum currency area. 

In this context we are talking about it is not the place for political decision or other decision since 

joining an optimum currency area using other criteria would produce more disadvantages than advantages to a 

certain country. The other countries of the region would be also strongly affected by these imbalances. 

Asymmetries would appear immediately and their effects could be seen in the evolution of indicators already 

mentioned. The compliance of criteria is mandatory in order for a country to benefit only from advantages and to 

avoid disadvantages of the single currency, in our case the euro. 

Although the initial target was missed, Romania should keep this objective within his economic policy 

strategies. So, in the near future, we expect a new reconfiguration of our route, of the way we need to go through 

to reach the target in the next period. 

The budget deficit as a percentage share of GDP, less than 3%, according to the Maastricht Treaty, is an 

indicator that summarizes the extent to which an economy is able to sustain annual expenses by own revenues 

without resorting to borrowing. A balanced state budget indicates a stable and healthy condition of the public 

finances, a state where the country, through its unit requires and obeys to rules, where the corruption in public 

spending is low and does not affect the country's finances. The budget deficit reduced, but under control, reflects 

a low pressure on the inflation rate, another indicator of the economic and monetary convergence for states that 

wish to switch to the euro. Talking about the budget deficit as an indicator for assessing the health of the 

economy, we have to say that since the economic crisis of 2008, Romania lost every year the target of 3% of 

GDP set out in the Treaty of Maastricht. Both in 2008 and in subsequent years the figures were higher than 3%, 

even reaching up to almost 8% of GDP. That says a lot about Romania and about the fact that we are not 

prepared for the transition to the single currency, either now or in the near future. The budget deficit as a 

nominal indicator is closely correlated with another indicator, this time a real one, to appreciate  of good 

monetary convergence, namely an appropriate governance. 

Corruption and the shadow economy are two other major problems of our economy. We cannot  talk 

about the health of public finances when, by any method of calculation, we have an underground economy above 

30% of GDP, that is more than 30-40 billion in absolute terms. 

If it is done correctly, regionalization will cut the wings of political clients and will greatly reduce the 

bureaucracy. On this occasion it is necessary to restore vision on administrative division and size of 

municipalities. In our country only there are administrative units that are not able to pay their own employees. 

Increasing the tax base would be another measure that would increase the level of taxes collected. There 

are whole sectors which today operate without paying taxes or pay taxes in a negligible amount. We are talking 

about tourism, services, agriculture and food industry. Tracking the activity of firms in these sectors is required 

to be made by other methods, even more modern to tax them and even penalty  violation of law. Other measures 

to increase revenues and reduce expenditures as: prioritization of allocations and expenditures and their 

channeling to strategic focus areas of the country such as the construction of highways, focusing on indirect 

taxes, which have a higher collection level, the gradual elimination of subsidies in the economy. 
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A good part of these measures, if not all, are related to the political class and the political will. It is 

evident that we all agree with the need to move to the single currency. But will is not everything, we need a 

clean economy that is entirely compatible with economies from euro area. 

 
 
Public Debt Indicator 
It is the only indicator achieved by Romania in this moment, according to the Maastricht criteria. 

However, it is a purely statistical classification type, which can lead us astray if not interpreted correctly. 

Interpretation of the annual "Public debt to GDP" should be correct, ie, in dynamic and in this particular 

economic and political context of Romania. We must therefore remember that: 

- although less than 60% of GDP, Romania's public debt is high in relation to our repayment capacity. 

Only a comprehensive analysis, given the context of a declining GDP brought about by the financial crisis, puts 

us in a position to show that our country has a very limited capacity for repayment. Under these conditions its 

dynamics can anytime overcome percentages of GDP set by the Maastricht Treaty. 

- public debt increased continuously, its growth rates are high, unreasonable in relation to the 

investment in the economy. Romania lives and consumes, increasing its debt. The fact that since 2008, our 

country can no longer meet the deficit criterion assumed imposed negative effects over indebtedness. The 

highest deficit was recorded in 2009, by 8.3%. 

- public debt was created especially for consumption, not investment. It is one of the negative features 

of our economy. We speed into debt and then put into circulation large amounts for consumption. At the same 

time large investments are not carried through. The example highways is already a classic. 

- public debt appeared exclusively after the Revolution and is due entirelyto  macroeconomic 

management errors that fueled consumption based on imports and deficits. We are a corrupt country. The faster 

we recognize this, the better it is. Indifference, cowardice and corruption of the political class are features that 

clearly reflects over the economy. 

- public debt fueled the illusion of an increased wealth in an economy uncompetitive and in a country 

underperforming, compared with European countries. Perhaps this is the greatest effect of indebtedness 

redundant in our case. We have the illusion of competitiveness but we are not competitive as consuming 

borrowed resources and forgetting that they have to be repaid in the future. This lie of borrowing works 

perfectly. 

- Public debt is problematic for the future generations due, firstly, to unable repayment problems and 

even the loss of national sovereignty in relation to exacerbated trends of   regionalization and globalization. The 

debate within the EU on foreign debt recovery measures will have no effect in practice. Sooner or later states 

with large debts and reimbursement issues will need to pay in one way or another. 

- public debt is high and rising, given the financial crisis, and with the possibility of increasing country 

risk, it can become burdensome 

- as GDP declines, as expected in conditions of crisis, relatively, this indicator may be growing. 

Romania can get out of the level of 60%, even while no longer a debtor, but decreases GDP. 

Romania's public debt is therefore an unusual indicator which, by its characteristics, shows us that we 

are still subject to all risks: refinancing risk, currency risk, interest rate risk, liquidity risk, credit risk, operational 

risk
3
. 

 
 

         Public debt in Romania and EU-17, from 2005 to 2011 (% of GDP) 
Table 2 

Economic 

area  

                                                            Year 

2005 2006 2007 2008 2009 2010 2011 

Euro area – 

17 

70,0 68,3 66,0 69,3 77,7 83,8 87,3 

Romania 15,8 12,4 13,0 13,6 23,7 30,8 33,3 

 Source: NIS, NBR, EUROSTAT 

 
Conclusions 
 

                                                 
3
 Ministerul Finantelor Publice. Strategia de administrare a datoriei publice guvernamentale, 2012-2014, www. 

mfinante.ro 
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The causes of large numbers of consolidated state budget deficit indicator are: 

- the inability of local authorities to cover expenditures from revenues 

- GDP decline due to economic crisis 

- expansion of the shadow economy and corruption 

- possibilities for increasing the public debt, due to a low level of indebtedness of the country 

- structural problems in the economy 

- the large number of staff of the State 

- the difficult and costly administrative-territorial organization  

- serious gaps between savings and investment 

On the other hand, we observe that, during the analyzed period, the Member States of the UE-17, are 

out of band evolution criterion of 3% of GDP budget deficit, especially under the influence of the 

financial crisis in 2008; this makes us think that we are talking about coping mechanisms, which, under 

the crisis, did not work. Just remember the famous European-style bureaucracy. Romania spends much 

more than collects. A special discussion in this context would be linked to the black economy, the 

volatility of capital and the place fiscals paradises play in influencing macroeconomic processes. 

Therefore, NFA proposes some reforms for the period 2012-2015
4
, to: 

- combating tax evasion carousel 

- better cooperation with EU countries and other countries to combat black economy 

- implementation of e-commerce control 

- verification of very rich individuals  

- increase traffic actions of the Financial Guard 
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