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Abstract 
 

This article made a detailed study on the debt situation of the countries from EU and Romania default. 
The economic crisis which began in 2007, with major repercussions in social life, led to the inability of 

governments to implement their goals before the snap. 
Countries in Europe there were also deadlocked facing substantial budget deficits and public debt increased 

by default. 
To cover them, in a first phase, governments have opted for borrowing on domestic and foreign capital, at the 

expense of adopting austerity measures that aim to reduce spending and increase tax revenues in order to increase the 
budget purchased, which had aroused discontent among their countries citizens. 

Populist measures taken had the effect of economies entering a downward spiral, which eventually led to their 
inability to meet its obligations arising from loans, which resulted in drastic reduction in spending and increase tax 
burden. 

In this context, particulary volatile, budgets of EU countries were built by adopting austerity measures which 
aimed at reducing budgetary allocations. 

The sovereign debt crisis has led to rethinking strategies to reduce fiscal deficits and reduce arrears. 
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1. Introduction  

 
The exacerbated increasing of public debt at the global level, especially among eurozone countries was due to 

the economic crisis triggered in 2007 in the US, with spillover effects  among emerging economies as well as due to lax 
fiscal and budgetary policies carried by most states that have resulted in the accumulation of high budget deficits.  

The existence of deficits in itself says nothing about how it is responsible or irresponsible government in terms 
of tax. Government behave in a fiscally responsible manner only if he actively promote policies designed to achieve 
full use of resources, a non-inflationary level of income and production. There are times that in order to achieve this 
will require deficit spending, but also times when it will require a surplus. The philosophy behind this type of thinking 
was called philosophy functional finance said Lloyd C. Atkinson. 

According to the Dictionary of Economics budget deficit is negative balance of public budget between income 
received and expenditure incurred in drawing up the budget execution. It reflects the state of the public budget in which 
expenditures exceed revenues. When large budget deficit is recorded or become chronic, have unfavorable 
consequences, increasing public debt.  

If revenues are less than the costs the state resort to public credit by borrowing. 
 
2. Public debt- the resulting of budget deficit 
 

Public debt expresses all amounts borrowed by the state, territorial administrative units and other public 
institutions and repayable at a time, regardless of their maturity. 

Paul Wonnacott, Ronald Wonnacott define public debt as the borrowing by the state to finance deficits. 
The accumulation of excessive budget deficits in 2008-2010, due to rising public expenditure to refill drop in 

demand from the private sector, imposed their adjustment, which had the effect of reducing public sector investment, 
reduce spending on goods and services those in the public sector salary, staff redundancies. 

The kickback of these measures consisted in reducing budget revenues from taxes and the adoption of new 
austerity measures, which led to the entry states in a downward spiral. They often had to rely on public borrowing. 
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In order to cover the budget deficit, the executive contract loans on domestic or foreign market, bearing 
interest, that payment will be made from income deployed to the unitary system of budgets, particularly on account of 
tax revenues, which leads to increase in the tax rate. 

Where funding is through new loans, the budget deficit is widening which stimulate aggregate demand and 
inflation materialized into higher prices if the option is money issue to cover debts. 

Lending dynamics affect spending, following the payment of interest. Such a trend is reflected in the share of 
national debt interest in the gross national product. 

The budget deficit can be generated by changes in the economic structure of the country, by the fiscal policy 
and social measures taken by the executive. 

In some cases, increase the budget deficit in the short term can influence the growth of consumption and 
investment as a resultant default, with beneficial effects on the employability of the workforce and thus increase the 
budget borrowings due to the taxation of profits, investment income and those of salary and consumption, which would 
allow cover the deficit accumulated in the past. 

Long-term budget deficits as a result increase the national debt, with immediate consequences in financing 
investment projects. 

Another effect of indebtedness was the increase of public credit costs for that countries, as demonstrated by 
Carmen M. Reinhart şi Kenneth S. Rogoff in their book „This time is different: Eight Centuries of Financial Folly”. 
They stated in their paper that all financial crises were followed by an „explosion” of public debt, due to lower tax 
revenues. 

A critique of the claims of the two researchers is made by Thomas Herdon, Michael Ash and Robert Pollin in 
an article entitled „Does Hight Public Debt Stifle Economic Growth, A critic of Reinhart and Rogoff”. They argue that 
the only way to exit the recession is the finance public expenditure by borrowing. 

Without rally opinions I stated above, I believe that more careful management of public debt coupled with 
measures to reduce public spending and a slight increase in the tax burden would be one way to economic recovery. 

Focusing public finances of EU countries on monitoring and maintaining low budget deficits in order to avoid 
penalties for failure to comply with the Stability and Growth Pact EU focused on their coverage through public credit, 
and thus increase the public debt of the states concerned to an unsustainable level in the long term. 

Debt sustainability concerns the possibility of states to repay loans and the interest accruing thereon, without 
the need for increasing fiscal pressure or adjust spending to other areas of public interest. Therefore, in 2013 entered 
into force new rules to strengthen budgetary surveillance and reducing public debt. 

Currently launching an excessive deficit procedure (EDP) can be opened both for public deficit and public 
debt growth. 

States with a debt level of 60% of GDP (percentage specified by the Maastricht Treaty and in the countries 
acceding to Monetary Union) are required to reduce it below the threshold. 

EU countries are regularly monitored in terms of trade, investment, wages, employment of labor, public debt, 
price level. 

Lately, we are seeing an increase in the budget deficit in most EU countries due to inefficiency of fiscal policy 
to reduce public spending. 

A good example is Greece, which entered into default on loans made to institutions. 
Subsequently, Spain, Ireland, Portugal and Cyprus were unable to achieve the loans at a low interest rate of the 

international financial markets, making them dependent to accumulated huge deficits. 
Financing agreements concluded with the European Union, European Central Bank and International 

Monetary Fund have led to significant easing of financing costs. 
Currently, the European Central Bank runs a program aimed at buying bonds and assets of the euro area. 
 

3. Public debt in the European Union 
 
The size of public debt by the state can be assessed through the following indicators: absolute volume and the 

average per capita, government debt to GDP, annual debt service. 
Public debt varies from country to country and it is influenced by factors such as: • economic growth rate; • the level of the interest rate; • the development of budgetary policy; • demographic factors; 

 
Public debt has been an upward trend in both developed countries and in the developing countries of the EU. 

At EU level, the public debt of the member states has increased significantly over the period 2010-2013, approximately 
16%, the increase of public debt was due to the low rate of economic growth due to loss of competitiveness, 
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accumulation of large trade deficits and due to the growing level of interest rates that have borrowed some states. 78% 
of which is located in the euro area countries. 
According to Eurostat, in the first three quarters of 2014, public debt has continued to grow both in the EU and the euro 
area, 20 EU Member States knowing an increase in public debt, while the other eight countries recorded a decreased of 
public debt as follows: Bulgaria, Germany, Ireland, Greece, Cyprus, Hungary, Poland, UK. Note the decrease in public 
debt in the case of Ireland, Greece and Cyprus, countries which in the previous year were facing a high level of 
indebtedness. 

The dynamics of public debt in the European Union countries is illustrated in the table number 1. 
 

Table No. 1 The evolution of public debt in the countries of the European Union in the period 2010-2014 * 
Public debt   millions    
 2010 2011 2012 2013 2014 

Q3 
Net change % 

EU (28 
countries) 

10004287,5 10645618,3 11218599,6 11550457,5 11979549 1546170 15,45 

EU (27 
countries) 

9980843,4 10619173,9 11190420,4 11517698,9 11944398,7 1536855,5 15,39 

Euro area (19 
countries) 

7973474,8 8393867,3 8758991,7 9021328,1 9 247 180 1047853,3 13,14 

Euro area (18 
countries) 

7963306,4 8382213,3 8745689,2 9007691,6 9 233 370 1044385,2 13,11 

Belgium 364147,9 388127,6 403726,3 413245,7 432 811 49097,8 13,48 
Bulgaria 5856,1 6284,2 7356,6 7532,0 5754,4 1675,9 28,61 
Czech 
Republic 

60193,8 63898,5 73231,8 68152,2 74248,5 7958,4 13,22 

Denmark 103472,9 114452,4 113999,9 114098,5 116393,42 10625,6 10,26 
Germany 2067440,6 2095625,5 2173639,3 2159467,9 2 155 234 92027,3 4,45 
Estonia 963,1 984,3 1711,6 1887,5 2 018 924,4 95,98 
Ireland 144163,1 190110,7 210225,9 215550,0 208 194 71386,9 49,51 
Greece 330291,0 355954,0 304691,0 319133,0 315 509 -11158 -3,37 
Spain 649259,0 743531,0 890993,0 966181,0 1 020 236 316922 48,81 
France 1627821,0 1749403,0 1865757,0 1949475,0 2 031 487 321654 19,75 
Croatia 23444,1 26444,4 28179,2 32758,9 35150,3 9314,8 39,73 
Italy 1851256,1 1907624,9 1989934,1 2069840,9 2 134 008 218584,8 11,8 
Cyprus 10769,7 12869,3 15430,9 18518,8 18 428 7749,1 71,95 
Latvia 8417,5 8700,0 9078,5 8876,0 9 629 458,5 5,44 
Lithuania 10168,4 11654,0 13302,5 13636,5 13 810 3468,1 34,1 
Luxembourg 7731,5 7863,7 9380,3 10668,9 10 676 2937,4 37,99 
Hungary 78426,9 72225,7 76681,7 77716,8 75696,2 -710,1 -0,9 
Malta 4462,2 4809,1 4871,9 5241,0 5 627 778,8 17,45 
Netherlands 372627,0 393872,0 426145,0 441039,0 448 892 68412 18,35 
Austria 242442,1 253292,6 259262,5 261977,8 264 528 19535,7 8,05 
Poland 193824,2 190986,5 215611,9 222926,4 205092,3 29102,2 15,01 
Portugal 173062,4 195689,5 211784,3 219225,0 228 360 46162,6 26,67 
Romania 37451,2 44688,3 50128,6 54170,0 57460,9 16718,8 44,64 
Slovenia 13741,7 17016,2 19224,4 25428,1 28 933 11686,4 85,04 
Slovakia 27622,1 30484,5 37619,0 40178,4 41 372 12556,3 45,45 
Finland 88160,0 95490,0 105541,0 112664,0 117 886 24504 27,79 
Sweden 144195,4 148033,1 156193,9 164420,2 166072,4 20224,8 14,02 
United 
Kingdom 

1384073,2 1585334,6 1741297,6 1792797,2 1774869 408724 29,25 

Source:http://epp.eurostat.ec.europa.eu/ 
Own processing based on data from Eurostat 
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Figure no. 1 Public debt as a percentage of GDP in the European Union countries in the period 2010-2014 
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In 2013, public debt has increased compared to 2010 in 24 EU member states. 
Official data show that in the EU in 2014, public debt has exceeded the 60% threshold specified in the Treaty 

of Maastricht, only 12 states fits in this requirement. 
The lowest values of public debt as a percentage of GDP were recorded in 2014 in Estonia (10.5%), 

Luxembourg (22.9%) and Bulgaria (23.6%). 
 

Table No. 2 Public debt as a percentage of GDP in the European Union countries in the period 2010-2014 
Public debt as a 
percentage of 
GDP 

 %  in GDP    Change 
2013/2010 

 2010 2011 2012 2013 2014 
Q3 

% 

EU (28 countries) 78,2 80,8 83,5 85,4 86.6 7,2 
EU (27 countries) 78,3 80,9 83,6 85,4 86.6 7,1 
Euro area (19 
countries 

83,6 85,7 88,9 90.9 91.9 8,3 

Euro area (18 
countries) 

83,7 85,8 89,0 90,9 92.1 7,2 

Belgium 99,6 102,1 104,0 104,5 108.2 4,9 
Bulgaria 15,9 15,7 18,0 18,3 23.6 2,4 
Czech Republic 38,2 41,0 45,5 45,7 43.8 7,5 
Denmark 42,9 46,4 45,6 45,0 47.0 2,1 
Germany 80,3 77,6 79,0 76,9 74.8 -3,4 
Estonia 6,5 6,0 9,7 10,1 10.5 3,6 
Ireland 87,4 111,1 121,7 123,3 114.8 35,9 
Greece 146,0 171,3 156,9 174,9 176.0 28,9 
Spain 60,1 69,2 84,4 92,1 96.8 32 
France 81,5 85,0 89,2 92,2 95.3 10,7 
Croatia 53,8 59,9 64,4 75,7 78.0 21,9 
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Italy 115,3 116,4 122,2 127,9 131.8 12,6 
Cyprus 56,5 66,0 79,5 102,2 104.7 45,7 
Latvia 46,8 42,7 40,9 38,2 40.4 -8,6 
Lithuania 36,3 37,3 39,9 39,0 38.3 2,7 
Luxembourg 19,6 18,5 21,4 23,6 22.9 4 
Hungary 80,9 81,0 78,5 77,3 80.3 -3,6 
Malta 67,6 69,8 67,9 69,8 71.9 2,2 
Netherlands 59,0 61,3 66,5 68,6 69.0 9,6 
Austria 82,4 82,1 81,7 81,2 80.7 -1,2 
Poland 53,6 54,8 54,4 55,7 48.6 2,1 
Portugal 96,2 111,1 124,8 128,0 131.4 31,8 
Romania 29,9 34,2 37,3 37,9 38.1 8 
Slovenia 37,9 46,2 53,4 70,4 78.1 32,5 
Slovakia 41,1 43,5 52,1 54,6 55.4 13,5 
Finland 47,1 48,5 53,0 56,0 58.1 8,9 
Sweden 36,7 36,1 36,4 38,6 39.0 1,9 
United Kingdom 76,4 81,9 85,8 87,2 87.9 10,8 
Source:http://epp.eurostat.ec.europa.eu/ 
Own processing based on data from Eurostat 

 
Increasing the share of public debt to GDP was due to the fact that more and more states GDP growth was 

surpassed by the public debt. 
The effects were accompanied by the use of hedge instruments and increasing social benefits as a result of 

increased life expectancy of citizens of member states. 
Government debt in 2015 is estimated at 88.3% at EU level, namely 94.8% in the euro area. 
As public deficit in the European Union and in the euro area, we notice a decrease in its both in absolute and 

relative value in the period under review. Thus, government deficit, measured as a percentage of GDP declined from -
6.4% in 2010 to -3.2% in 2013, while the euro area fell by 3.2%. A total of 18 EU countries have deficits in 2013 not 
more than 3.0% of GDP, thereby falling under the requirements of the Stability and Growth Pact and Coordination of 
Economic Policies. 

Most EU states have deficits, except Luxembourg and Germany which had a budget surplus. Note that in 2013 
21 Member States have reduced the deficit from the previous year. 

 
Table No. 3 General government deficit-surplus in the European Union countries in the period 2010-2013 

General 
government 
deficit-surplus 

 Million euro   % of GDP 

 2010 2011 2012 2013 2010 2011 2012 2013 
EU (28 
countries) 

-817,807.8  -591,470.5  -569,139.4  -436,721.0  
-6,4 -6,4 -4,2 -3,2 

EU (27 
countries) 

-815,092.2  -588,043.4  -566,659.5  -434,453.0  
-6,4 -6,4 -4,2 -3,2 

Euro area (18 
countries) 

-583,135.7  -402,044.8  -355,182.7  -284,727.8  
-6,1 -4,1 -3,6 -2,9 

Belgium -14,543.4  -14,881.6  -15,921.6  -11,464.1  -4,0 -3,9 -4,1 -2,9 
Bulgaria -1,190.3  -812.8  -207.1  -505.7  -3,2 -2,0 -0,5 -1,2 
Czech 
Republic 

-6,902.3  -4,676.1  -6,423.6  -2,048.2  
-4,4 -2,9 -4,0 -1,3 

Denmark -6,590.3  -5,187.0  -9,809.0  -1,882.3  -2,7 -2,1 -3,9 -0,7 
Germany -104,822.0  -23,272.0  2,606.0  4,172.0 -4,1 -0,9 0,1 0,1 
Estonia 27.5  171.4  -49.3  -88.6  0,2 1,0 -0,3 -0,5 
Ireland -53,467.4  -21,588.5  -13,900.6  -9,967.1 -32,4 -12,6 -8,0 -5,7 
Greece -25,036.0  -21,031.0  -16,704.0  -22,257.0  -11,1 -10,1 -8,6 -12,2 
Spain -101,445.0  -101,265.0  -108,903.0  -71,291.0  -9,4 -9,4 -10,3 -6,8 
France -135,795.0  -104,961.0  -101,649.0  -87,096.0 -6,8 -5,1 -4,9 -4,1 
Croatia -2,715.6  -3,427.1  -2,480.0  -2,268.0  -6,0 -7,7 -5,6 -5,2 
Italy -68,121.0  -57,186.0  -48,618.0  -45,958.0  -4,2 -3,5 -3,0 -2,8 
Cyprus -911.6  -1,122.1  -1,129.7  -890.7  -4,8 -5,8 -5,8 -4,9 
 

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

 
 

279



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series,  
Special Issue/2015 - Information society and sustainable development 

Latvia -1,483.8  -692.6  -187.3  -200.0  -8,2 -3,4 -0,8 -0,9 
Lithuania -1,934.1  -2,797.1  -1,049.4  -916.2 -6,9 -9,0 -3,2 -2,6 
Luxembourg -253.3  128.7  27.8  286.4 -0,6 0,3 0,1 0,6 
Hungary -4,447.8  -5,506.5  -2,291.3  -2,440.0  -4,5 -5,5 -2,3 -2,4 
Malta -217.9  -182.0  -263.2  -202.0 -3,3 -2,6 -3,7 -2,7 
Netherlands -31,866.0  -27,835.0  -25,330.0  -14,629.0  -5,0 -4,3 -4,0 -2,3 
Austria -13,111.6  -8,174.6  -7,269.5  -4,773.2 -4,5 -2,6 -2,3 -1,5 
Poland -27,468.4  -18,521.8  -14,456.7  -15,945.9 -7,6 -4,9 -3,7 -4,0 
Portugal -20,100.2  -12,967.5  -9,310.2  -8,309.2  -11,2 -7,4 -5,5 -4,9 
Romania -8,424.1  -7,288.7  -3,973.3  -3,224.0  -6,6 -5,5 -3,0 -2,2 
Slovenia -2,053.3  -2,300.6  -1,348.8  -5,259.0 -5,7 -6,2 -3,7 -14,6 
Slovakia -5,031.7  -2,886.5  -3,046.4  -1,933.4 -7,5 -4,1 -4,2 -2,6 
Finland -4,904.0  -1,999.0  -4,186.0  -4,868.0  -2,6 -1,0 -2,1 -2,4 
Sweden -107.6  -320.4  -3,917.3  -5,821.1 0,0 -0,1 -0,9 -1,3 
United 
Kingdom 

-174,891.6  -140,888.1  -169,349.0  -116,941.8  
-9,6 -7,6 -8,3 -5,8 

Source:http://epp.eurostat.ec.europa.eu/ 
Own processing based on data from Eurostat 
 

In 2014, the deficit in the EU and the euro area was 3% and 2.6% due to economic growth, GDP increasing by 
1.3% in the EU and 0.8% in states that have adopted the euro and for 2015 it is expected to reach 1.5% and 1.1% due to 
improved demand both internally and externally, as a result of reforms implemented in fiscal and monetary policy. 

Reviving demand has led to increased investment and also to the creation of new jobs and thus to the 
increasing of the budget revenues and to a slight economic recovery. A problem remains the high level of 
unemployment, the public debt as a percentage of GDP and the incomplete use of the production capacity. 

Measures taken by the European Central Bank lowered the financing costs and hence the interest expense 
related to debt, with a positive effect on the budget deficit. 
 
4. Conclusions 
 

Strengthening economic activity, due to neutral budgetary policies, will lead to fiscal- budgetary 
consolidation, economic recovery, restoring investor confidence, reduce public deficits and public debt default. 

Economic and financial policy in the European Union aims to monitor the budget situation and debt level, 
Member States are obliged to communicate periodically budget deficits and public debt. 

If the budget deficit and public debt as a percentage of GDP exceeds the reference levels, respectively 3% and 
60%, it is necessary to correlate monetary and financial policy, otherwise it will trigger the excessive deficit procedure, 
the states concerned supporting sanctions. 
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