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Abstract: 

We appreciate that a developing country cannot build a solid democracy, based on a competitive economy 
and a system of social and economic infrastructure upgraded, rather than calling on foreign funding, generating 
external debt. At the basis of capitalist economies development credit is widely used at macro-economic level. Its 
role is to provide the opportunity to spend now and pay in a period to come, when the investment start to bring 
profit. For Romania, as well, for any State that resort to foreign loans, it is important that they be used for the 
development and modernization of the economy and infrastructure services and consumption, not only because it 
creates the potential for achieving sustainable growth, including by stimulating exports, creating the necessary 
resources as public foreign debt service to be honored. 
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1. Introduction 

In recent years the budget deficit problem is a subject of interest for both the academic community and 
practitioners. Since the 1980s, when the United States of America have experienced the highest optimum budget 
deficit imbalances, its effects and factors that determine the size of the deficits were generated numerous streams of 
opinion, both pro and against the existence of a negative budgetary balance. 

Economist Robert Eisner on the occasion of the annual meeting of the American Economic Association in 
1984, said that the budget is "decitiul as a sin. Most of the times it is seen as something wrong morally, it is very 
difficult to avoid, not always easily identifiable and fairly difficult to measure accurately” [5]. In his writings, he 
argues that in the analysis of budgetary imbalances is important to know which indicator is measuring. 

In the literature and in practice are using a number of indicators on which size the size of the economic 
imbalances. Of these, the most commonly used is the "conventional budgetary balance ' because it comprises the 
totality of the resources used by the gurvern to finance part of the expenditure which cannot be covered on the basis 
of the Government's revenue. Basically, this indicator shows the difference between total revenue and total 
expenditure of the Government, indicating the diferneţa financed through public loans contracted, including those 
obtained loans from the Central Bank. 

This indicator is defined by the World Bank as the difference between income and expenditure, but with 
some clarification, namely (Jen and Cheasty, 1991; Jacobs, 2002): 

1. in the category of expenses: personal expenses, equity, public debt interest, transfers and subsidies; 
2. of category revenue: taxes and fees, grant received from financial institutions, revenue from the sale of 

property belonging to the State and registered profits recorded by State-owned enterprises. 
For Romania, the authorized institutions, the Ministry of Public Finance and the National Bank of Romania 

shall report annually to the following budgetary balances on the basis of which it provides monitoring of fiscal and 
budgetary policies promoted by the Government: 

1. consolidated budget balance or conventional balance; 
2. the balance of the consolidated general budget; 
3. the structural balance of the consolidated budget. 

123



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue 2/2014 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

 
 

Analysis of the evolution of the conventional balance for Romania shall be carried out in the context of the 
passage at centalizat system to market economy, and in the context of Romania as a Member State of the European 
Union. 

Taking into account the recent accession of Romania and the European Union structures, policy of 
indebtedness had to circumscribe the convergence criteria laid down in the Treaty of Maatricht, under which the 
consolidated general budget deficit must not exceed 3% of GDP, and indebtedness, calculated as a percentage ratio 
between total public debt and gross domestic product must not exceed the level of 60%. This percentage of 60% 
imposed by the Maastricht Treaty represents a degree of indebtedness estimated assuming an annual real growth of 
5% per year, whereas in reality growth fluctuates from one year to another, and the target set by the Treaty of 
Maatricht is difficult to achieve in reality, then the questions raised were whether a leveraged rate of 30% or even 
25% is not too high for what it claims the Romanian economy. 

 
 

2.Romania's public debt 
 

If we look from the perspective of the management of the public debt, according to the principles of 
management, funding source should be chosen to minimize the cost of borrowing in the medium term. However, 
some specialists (Easterly, 1989) appreciate that type of funding, internal or external, is not so important as long as 
there is a perfect mobility of capital. Other authors, such as Gray and Woo (2000), Beaugrand, Loko and Mlachila 
(2002) argue the superiority of foreign funding, arguing that such a policy will not adversely affect private 
investments and don't confuse inflationary pressures to the economy. At the same time, foreign debt policy requires 
a high level of fiscal and budgetary discipline. However, it should not be forgotten the effects it can have on the cost 
of foreign debt, increased interest in foreign markets or domestic currency depreciation, these being aspects to be 
taken into account, in particular, the emerging countries for which it is not recommended for public debt in foreign 
currency and in the short term, whereas it may have negative effects in terms of financial crises that they may cause. 

In Romania, as regards public debt structure in terms of source of origin, an internal public debt 
debalansare by external public debt. 

 
Table No. 1: The evolution of the internal public debt and external debt on time, 2000-2011 

% 
Years Public debt 

(% GDP) 
External public debt 

(% of GDP) 
Total public debt (% 

of GDP) 
2000 6,86 15,59 22,5 
2001 9,76 15,99 25,7 
2002 8,72 16,15 24,9 
2003 6,10 15,39 21,5 
2004 5,28 13,46 18,7 
2005 4,74 11,05 15,8 
2006 2,56 9,80 12,4 
2007 4,05 8,75 12,8 
2008 5,72 7,69 13,4 
2009 12,17 11,46 23,6 
2010 15,63 14,88 30,5 
2011 16,90 16,40 33,3 

Source: www.mfinante.ro; www.bnr.ro 
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Chart no. 1 Evolution of public debt, domestic and foreign, on the time period 2000-2011 

If we look at the structure of the Romanian public debt according to maturity we find that it differs 
depending on the origin, i.e. the internal public debt is contracted, for the most part, through the issue of short-term 
financial instruments, while the external debt is contracted, particularly in the long term. 

Regardless of the time period to which we refer, the choice between the two alternatives for the financing 
of budget deficits, internal financing and external funding is discussed extensively in the literature. 
 

Table no. 2.:  Internal public debt structure of Romania according to maturity, 
on the time period 2000-2011 

-‐ million lei - 
Years Internal public debt over the 

medium term and long term 
(% GDP) 

Internal public debt in the 
short term (% GDP) 

2000 9,8 5,9 
2001 6,2 7,4 
2002 7,6 6,4 
2003 5,2 5,7 
2004 4,2 5,0 
2005 1,5 5,0 
2006 1,4 3,0 
2007 1,7 5,0 
2008 2,6 4,0 
2009 7,4 6,3 
2010 9,1 10,6 
2011 10,0 11,3 

Source: www.mfinante.ro; www.bnr.ro 
 
 
Graphical representation of the structure of the internal public debt depending on maturity is as follows: 
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Chart No. 2 Evolution of internal public debt maturity, depending on the time period 2000-2011 

 
 Regardless of origin, in practice it must be ensured that correct management of public debt, which is 
essential for risk management at the level of private entities which, as a rule, are affected in the event of a financial 
crisis due to inadequate management of government debt [8]. 
 
\ 
 
3.Romania's public debt 
 
 The external public debt represents a fundamental parameter for assessing the State of public finances, it 
can be defined as a consequence of the following macroeconomic issues [6]: 

Ø reduced production capacity in relation to consumption, investment and public expenditure; 
Ø insufficient domestic savings as compared to investment and budget deficit; 
Ø the current account balance deficit too high, compared with net inflows of funds; 
Ø excessive capital outflows in the form of direct investment or even "leaks of capital across borders". 
The World Bank gives a different definition of foreign debt, stating that it includes [13]: 
Ø public loans or obligations of public debtors (Government, government agents, autonomous public 

institutions); 
Ø lending to private borrowers, guaranteed by the State; 
Ø lending to private borrowers, uncovered by the State; 
Ø credits received from the International Monetary Fund than those resulting from ordinary goaltender, 

including extensive funding modalities (buffer stocks, compensatarie, modalitatae extended funding to finance 
petroleum facilities); 

Ø short-term debts, public and private, uncovered by the State. 
 

Table no. 3: Romania's foreign debt on the interval 2001-2012 
- million dollars – 

Years External public debt 
(% GDP) 

0 1 
2001 22,91 
2002 24,19 
2003 24,15 
2004 35,71 
2005 38,73 
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2006 41,89 
2007 47,00 
2008 51,54 

0 1 
2009 68,70 
2010 74,36 
2011 75,17 
2012 75,11 

Source: www.mfinante.ro; www.insse.ro 
 

 As the authors argue, Aaron and Lucian Dale Eaton in his work entitled external debt Sustainability it may 
become unsustainable if macroeconomic policies adopted will not take into account: 

Ø a solid macroeconomic management; 
Ø structural growth policies, including infrastructure and trade; 
Ø a legislative framework to encourage private investment and the export production; 
Ø reducing corruption and improving corporate governance; 
Ø social solidarity through the participation of the entire society to eradicate poverty through education 

and special services1. 
 If we look at the composition of external debt in the medium term, raised on different types of currencies 
we note that during the period under review medium-term loans and long were made at the rate of 60%, followed by 
the year 2006 of the loans made in dollars. Since 2007 on loans in u.s. dollars began began to fall in favor of other 
currencies such as the EURO, SDRS and others, which in 2012 have reached 27,30% of total foreign debt. 
  

Table no. 4: The structure of currencies of loans on the medium and long term, in the period 2004-2012 
Years EUR USD Other currencies 

0 1 2 3 
2004 61,47 32,05 6,49 
2005 64,09 27,21 8,70 
2006 70,03 19,40 10,57 

0 1 2 3 
2007 71,04 12,15 15,81 
2008 69,67 8,25 22,08 
2009 62,80 5,70 31,50 
2010 66,00 6,00 28,00 
2011 68,10 5,30 26,60 
2012 66,00 6,70 23,30 

Source: www.mfinante.ro; www.insse.ro 
 
 It is recommended as a country to choose as loans to be contracted in coins to help protect the national 
economy from the instability of trade. In practice it is difficult to accurately predict the level of fluctuations in 
exchange rates and interest levels. Sometimes they adopt as partial protection strategy choice of loan currencies 
depending on the structure of trade, which means that the loans should be made mainly in the currencies in which it 
is performed, exports and reserves should be set up in the currency necessary for imports. 
 
4.Conclusions 
 
 We appreciate that not only the existence of external debt constitutes a problem for the economy, as well as 
its size, structure, currencies, etc., because if the debts contracted recorded very high levels, it may become high 
costs, both economically and socially, allowing you to arrive at the outbreak of the debt crisis. Under these 
circumstances, we consider that it is very important for a country to succeed to establish the optimal level of 
indebtedness that the economy can sustain it. Thus, it is necessary that the external debt to be contracted in 
accordance with their own needs and any loan attracted economy must have the ability to repay it, in order to avoid 
such a crisis triggering liquidity or solvency. 
 In Romania, the time interval is subject to analysis, it was found that Romania's foreign debt in the period 
under review, i.e. astecendă evolving from 21.504 million euros in 2004 to 98.968 million euros in 2012, the highest 
percentage holding a loans made by private banks in Romania, in 2008 represented 64,78% of total external debt on 
the medium and long term. 
                                                
1 Lucian Albu, Elena Pelinescu, External debt sustainability, 2002, p. 12. 
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