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Abstract. In the new global economy based on knowledge, thitenance, the increase of life standards
and social stability is related to the assurancecofmpetitiveness of the economic structures of state,
regardless their constitutional order and systdmiaistration or whether they belong or not tooenf of
association. The nowadays financial and econonigcsdnas increased transparency, but it also aieglidy
contagion the negative effects of structural digigarbetween different areas and regions spatiifigersed.
Anticipating economic and social change, the Men®tates have decided to restructure the prioritfebe
resources allocated through the Community finanogttuments and programs. They complete the eftdrts
the European states, towards increasing the cotinpess, which becomes the basic resource for 51
sustainable economic growth. Methods of collectamgl processing data and information highlights the
performance gaps of the Union at the economic amahé¢ial triad, showing the existence of structural
problems increased by the last two expansionsgltitealization of the market, the demographic deckmd

the population aging.
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1 Introduction

Globalization has determined the increase of therdependence between the world states, the
deregulation of markets that extend beyond natidwablers and a more efficient allocation of
resources, being advantageous for the states wgth dconomic competitiveness, which become
centers that concentrate capital and advanced dtagias. Due to the harmful effects of economic
differences, the interest towards increasing prtidty; reducing costs, enhancing human capital
performance and implementation of modern technekg crucial and even vital. The elimination of
disparities requires, besides attracting direceifpr investments, providing financial resources in
order to achieve economic structures based onrdsemd innovation, capable of facing global
competition where the firms emphasize globalizedketsor the products and the services. In the new
global order, applying a common policy based ondadty at European and national policy
coordination may become solutions for eliminatirigpdrities of competitiveness between states,
which can lead to changing some of them into simmplamodity markets.
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2 The position of the European Union economy in thetriad

2.1 Economic gaps of competitiveness

The synthetic analysis of the competitiveness gapise financial and economic triad by GDP growth
rate is distorted by the impact of the crises frbatin America and Asia Pacific region on the
dynamics of the global economy and is positivelijuenced by the effect of economic and social
cohesion policy applied in the European Union. Taguction of the gap between the growth rate of
the EU and the U.S.A. between 1999-2000 from 1.8%.2% for the U.S. economy was followed by
an advantage of 0.9% for the European economy @1.20/ith the recession from the beginning of
the current decade, in the following five yearsQ2@005), the average rate of increase of 1.4%en t
Union continued to be ahead of the average raitecodase of 2.42% in the U.S., the single year when
the European economy had an advantage of 0.9%0%. 20e consider that the outrunning of the
growth rate of the Japanese economy by the Europeamomy during 1997-2002 is the impact of
Asian crisis that started in 1997 on the Japanesrogny in recession, the credit contraction due to
the vulnerability of the Japanese banking systeah lthd to face an important portfolio of bad debts.
In the next two years the growth gap has been vworfaf the Japanese economy, the impact of
increasing the prices to raw materials and eneagab in 2004 led to a European economic growth
rate higher than the Japanese economy.
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Figure 1 Real GDP growth rate, the 1999-2007period (27-Egad, the U.S.A))
Source: http://epp.eurostat.ec.europa.eu
Note: data expressed in current market prices and take iosideration
the percentagechange from the preweas

The economic and structural policies implementéelrafisbon, in terms of increased demand all over
the world and continuing the investment and apptem of the euro, have contributed to a growth
rate of the European GDP, between 2006-2007, sup@sithe U.S. economy. In 2007, as the
worldwide 5% economic growth was based on the dyosmf economic activity in the emerging
countries, the triggering of the financial crisis August has destabilized the economies of the
developed countries, but at the level of 27 EU, dhewth rate of 2.9% was only 0.3% below the
previous year, while in the U.S.A.the compressibthe annual growth from the previous year was of
0.6%. In both economic regions, the external chamgee contributed to reducing the falling, but in
the EU, the unemployment situated on a downwardtesd the profitability of firms were additional
factors for the amortization of the initial shochktilithe moment of the crisis contagion on finahcia
and economic systems which got near the growthime2608.
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Refining the analysis
Due to multiple influence internal and externaltfas, the analysis should be refined on two levels,
namely one related to the efforts of the MembeteSteowards investment in the research domain and
another related to the degree of employment otatia market in the triad. During 1995-2005, Japan
separates significantly through its efforts maderiter to support the innovation process, the rekea
cost representing an average of 3.036% of the GIieler the circumstances of the Asian crisis,
Japan has targeted funds to increase researchlicg pgmat was also applied by the U.S.A. that
allocated an average of 2.645% from the GDP, withiee Member States managed after the minor
crisis from 2000 to guide towards research a diigtigher level.
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Figure 2 The share from the GDP of the costs spent onmefseauring 1991-2005 (27EU,the USA,Japan)
Source: OECD, Mainé®aie and Technology Indicators, 2007
Note: Data for 27 B991-1994) not available

There is a fall behind in terms of spending for iteestment, development, IT research and for nor.
technological investments (with training, new equgmt, marketing, design) which represented only
1.727% of the EU’s GDP, under the established 3péctibe. Removing the gap leads to the support
of the private sector through the consolidatiopualblic support in the form of supporting innovative
start-ups, of those concerned with the productigftyesources and with finding solutions to prokdem
caused by the climate change, as well as the makisgme pilot markets that would encourage the
demand for new products and services made by itiveveompanies.

In a cost-benefit approach, in order to have aireagje over the increase or the flow compress ef th
allocated resources, the efforts must be linkettheéoGDP dynamics and the effects with the impact of
the innovations on it. The allocated resourcegdeprogress, but in different degrees towards highe
performance. The report on science, technologycamdpetitiveness made in 2008 by the European
Innovation Scoreboard groups the Member Statdsuincategories:

- States with performance in innovation over threrage of the Union, where the leader is

Germany;

- States with above average performance in innowabut at a lower echelon to the previous,

where Ireland and Austria have the highest groaté;r

-States with under average innovation performariddeo Union, where the leader is Cyprus,

followed by Portugal;

- States with innovation performance well below t@on average, but which have partially
absorbed the gaps, among which Romania and Bulpaxa the fastest performance improvement
rhythm.

Moreover, the current crisis has shown that inabalized economic environment, the investments in
research made to support an active process of atiooy is the solution to end the crisis and inseea
the competitiveness of the economy of the MembateSt The strategy applied by Japan in terms of
crisis is a confirmation for this line to be folled.

The structural reform of the labor market helpededuce the gap between the employment rates in
the Union as compared to the U.S.A. and Japancedigein the states that took more advantage of
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the European strategy that combines economic grewitth social justice. Although in the reported
period the employment rate remains at a level Ialan the other two states, however, as compared
to the beginning of the period when the gap betwkerEU and the U.S.A. was of 12.8% and of 9.3%
compared to Japan, it was reduced to 4.8% fromUtiseA. and 5% from Japan as a result of the
European strategy regarding employment. As farhasflows of labor are concerned, changes that
reflect their heading towards value added tax ssctbe increased attractiveness of the European
space for human capital in Japan, the USA, butialsther geographical areas, the increasing number
of researchers has appeared.
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Figure 3 Employment rate of employment,1997-2008(EU,JapablSA)
Source: http://epp.eurostat.ec.europa.eu
A positive aspect is the overall employment growatinong critical categories (women, youth, elderly)
while reducing long-term unemployment and the ayenaeriod of unemployment due to social and
economic changes, the effect of the applied refoamd a sensitivity reduced to cyclical fluctuason
of the economy. Another negative aspect is the miagparities between the Member States. 54

3 Financial instruments designed to increase competitiveness and eliminate the
regional gaps

3.1 Strategic Dimension of the new EU community policy

The reforms introduced by the current multiannirgricial framework for modernizing the economy
of the Union by simplifying and increasing theig@fncy of the cohesion policy, as a result of the
decentralization of responsibilities related tojeco management by replacing the community rues t
national rules of eligibility, by reducing the aihistrative costs, by increasing transparency and
communication. In order to allow growth and comipetness by facilitating access to finance for
SMEs, the Commission launched together with theopeen Investment Bank and the European
Investment Fund, Jeremy initiative, which providesess to micro credits, venture capital, loans,
guarantees, etc. by accessing the resources ddrivedthe structural funds on commercial terms,
thus replacing the traditional allocated sums veilowances. Another initiative launched with the
European Investment Bank and the European BankRfmronstruction and Development where
Kreditanstalt also joined is the Jaspers initiattm@ugh which the banks offer expertise to the 12s
Member States for the development of major projecterder to modernize infrastructure, in research
and development, city transport, health, potentialigible for funding from the ERDF and Cohesion
Fund. The third initiative, Jessica, combines gdot programs for investment in urban areas with
loans and expertise of the European Bank of Investrand Development and from the Development
Bank which cooperates within ERDF in order to suppastainable investment, economic growth and
creating jobs in urban areas.
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In order to create priority directions establistegdEuropean level and represented by research and
technological development, innovation, informati®ociety, transport, energy, environment,
investment in human capital, labor market poliaya@ating workers and firms to the Member States
and regions, the efforts must be focused on spediitional priorities that correspond to the
Community priorities. At the same time they enjoygeeater freedom in managing operational
programs.

3.2 Restructuring the Community objectives and financial instruments of intervention

Along with increasing the number of the Member &aind the increasing of the regional disparities,
the cohesion policy has suffered a structural ceatghe specific objectives level, on the apglicat
instruments and financial allocations. As comparethe previous financial framework (2000-2006)
in which the structural operations were presenggdustely, in the current financial framework (2007
2013) most of them are included at the lasting ¢indw the cohesion chapter. Practically speaking, i
was a new classification of commitment creditshie thultiannual financial perspective, the main
guidelines being sustainable growth (44.42%), aéigibetween competitiveness (8.78%) and cohesion
(35.64%) and natural resources (42, 73%), and elvidetween farm payments and other natural
resources.

2000-2006 Adg'ig‘;;we 2007-2013 Compensé sz’ﬂ';':f‘;’:‘:l:
Rezerve Ajutoare de ) 0.09% economid si
Administraie 0.57% preaderare U.E. ca actor mondial ocuparea fagi de
5.09% \ 3.14% Compensa 5.74% mundi
Aciuni exerne o 8.78%
4.61% A / Cetitenie, libertate
Politici interne \ | securitatei justiie
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Figure 4 Allocation of appropriations angajamament in Figure5 Allocation of appropriations angajamament
in

the multiannual financial framew@®00-2006 theltannual financial framework 2007-
2013
Sourcehttp://eur-lex.europa.eu/LexUriServ/ Sourbétp://eur-lex.europa.eu/LexUriServ
Note: cohesion and structural funds are for stmattactivities Note: Competitiveness and e=ibn for economic
growth and

for occupying the labor are targeted towasdstainable
growth

Instruments, mechanisms and measures that shauid foe policies at the Community and national
levels towards innovation, human capital developmand flexibility of work arrangements and
development of ecological technologies that woulduee effective exploitation of resources have
been restructured as guidance. By the transfehefBuropean Fund for Orientation and FEOGA
Agricultural Guarantee towards the Common AgriaaltuPolicy and the Financial Instrument for
Fishing Guidance towards the common fisheries ppfinancial instruments to finance economic and
social cohesion policy represented by the EuropRegional Development Fund (ERDF), the
European Social Fund (ESF) and the Cohesion Fund@iesents structural instruments through
which the community works towards eliminating theseng disparities between the regions in the
Community area, economically and socially speakingder the convergence objective. The
importance that the Member States give to elitmgadisparities in competitiveness and the rold th
the human capital has ,led to revealing the distibjective of competitiveness and employment on
the account of the European Social Fund of RegiDeaklopment (ESFRD) and the European Social
Fund (ESF).
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Since the year 2007, there has been a reorgamizaficthe anterior objectives and community
initiatives in three major objectives: convergenoade to support the regions that remained behind i
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terms of economy, regional competitiveness and eynpént, then made to support the other regions

in accordance with the Lisbon agreement and Euroferatorial cooperation, finally created in order

to balance development, encourage cooperationxafdiege of best practices among its regions.

Table 1 Distribution of the objectives and instruments of the Eur opean Budget

allocations
Thousands billion Euros
BUDGET APPROPRIATIONS
INFS'}\'QL’}S'EANLTS FOR THE EUROPEAN UNION
2007 2008 2009 2010
% % % %
Objective: 789 | 683 | 145 | 125 | 17,19 14,8 26,99 22,40
CONVERGENCE 9 2
ERDF 2,96 2,56 9,48 8,14 9,59 8,26 14,88 12,35 Regidtin GDP /
FSE 1,04 0,900 3,17 2,72 4,91 4,28 5,26 4,37 inhabitant <75% of
the EU
FC 3,89 3,37] 1,94 1,66 2,69 2,31 6,85 5,68 M ember States
with GNP <90% of
the EU
Obijective:
REGIONAL
COMPETITIVENESS 1,08 094 | 3,11 | 2,66 4,48 3,86 5,52 4,48
AND EMPLOYMENT
ERDF 0,6 0,52| 2,34 2,00 2,46 2,12 3,2 2,66NUTS | or NUTS
FSE 0,48 0,42 0,77 0,6p 2,02 1,74 2,32 1,8211 regions
proposed by -
Member States
Objectivee EUROPEAN 0,13 0,11 04 | 0,34 0,85 0,73 0,52 0,43
TERRITORIAL
COOPERATION
ERDF 0,13 0,11 0,4 0,3¢ 0,85 0,738 0,52 0,43 Border regions
and areas  of
transnational
cooper ation
TOTAL VOLUME 115,5 100 | 116, | 100 | 116,1 100 120,5 100
OF 5
APPROPRIATIONS

The source: http://ec.eur opa.eu/budget/index.htm; http://eur-lex.eur opa.eu.
Note: Expression of percentage of budgetations is made in relation to total loans, inyhars 2007-2010

The available resources are primarily allocated the Convergence objective, the regional

competitiveness and employment as beneficiary beimghe second place before the European

territorial cooperation objective. The guidelingopity to the convergence objective is motivated by
the existence of important differences resultedmfrthe last two enlargements between the

development of regions and the Member States of5ii#) as compared to the new Member States,
where the average GDP / inhabitant is well belosvetherage of 27 EU.
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Figure 6 GDP/person, 1997-2008 (27-EU, 25 EU, 15 EU, Romania)
Source: hifgpp.eurostat.ec.europa.eu/tgm/table
Notes: 1. GDP/placexpressed in relation to the 27EU, the averagegbestablished as equal to 100
. Romania: for 2007 and 2008 data are forecast

Thus, in 2008, GDP / inhabitant represented in &l 90.7%, 80.1% in the Czech Republic, 71.9%
in Slovakia, 62.8% in Hungary, 63.1% in Croatia,184 in Lithuania, 57.6% in Poland, 55.8% in
Latvia, 45.8% in Romania, 40.2%in Bulgaria of theE2J average, below this average being states
such as Portugal, Greece, Cyprus, Malta.

During the 2007-2013 period in order to eliminaigpdrities in socio-economic development and to
create a basis for the development of a societgchas knowledge. Romania can receive about 8.5
million Euros / day respectively over 30 billiorrdnghout the entire period from the European Fund
for Regional Development and the Cohesion Fund.

2007-2013 57
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Figure 7Funds allocated to Romania from the EU budget during 2007-2013 in order to achieve the objectives
Convergence and European Territorial Cooperation
Source: http://www.adr nordest.ro/index
Note: structuaald cohesion funds are for to achieving the Convexgebjective

The priority orientation of funds for regions laggi behind is justified by the need to support
integration and corresponds to the principle ofsglibry. However in the context of the problems
caused by globalization there are the opinionshef ¢ountries that have previously received the
benefits of the EU cohesion policy, to guide tteffiorts towards supporting the competitiveness of
regions due to external economic zones. Obviousl/would be advantageous for the old Member
States, to the prejudice of the last 12 countmesvaould also bring into discussion the stabilifyttee
European construction due to maintenance or deagaeriithe disparities in competitiveness in the
economies of the Member States. Moreover, becduse tack of internal competitiveness, the desire
to achieve competitiveness on the global marketh& context of market volatility, increased
competition, and outsourcing of products and sesyics difficult to be sustained.
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4 Therole of SMEsin increasing their competitiveness and their adaption to market
requirements

Ensuring sustainable growth in the Union, capablerovide increased life quality standards and
creating new jobs, requires the Member States telaate the needed reforms for sustaining
economic growth, employment and eliminating digpesi of competitiveness through efforts that
would complete the funding that comes from thelieldget. These efforts should be targeted to areas
of activity that have a real potential for growthdao innovative firms, together with actions diest
towards supporting small and medium sized firmscesithey represent 99.8% of all companies that
contribute to the UE’s GDP, about 60% and provajgsroximately 67.1% of jobs.

Table 2 Share of SMEs and employees in the 27 EU and Riaman

Number of SMEs Number of persons employed
in SMEs
milion % milion %
UE 27 19,6 99,8 85 67,1
Romania 0,41 99,5 2,46 61

Sour ce: http://ec.europa.eu/enter prise/policies/sme
Note: Data are for 2005

The difficult access in financing, the high costlabor and the reduction of buying power of the
consumers are negative factors that influencettré and support by SMEs of the innovative projects
designed to produce products or services or toow®the existing ones. Since the lack of innovatio

is a reality (higher in construction and transpeftprts are required to be directed towards obigin

incomes by offering new products made with lowstonption of resources. The increased quality

and variety of products are solutions imposed lyreasing market competition, while providing
information to government agencies about enterimgv@w foreign markets. Competitiveness gap is58
reflected in the low level of the volume of tradeade in the export volume as well as in the reduced———
presence of SMEs on the foreign markets througlersation of affiliates.

Efforts are required to be oriented in the dirattaf regional innovation programs, protection of
intellectual creation, establishing relations betwéhe production and research system, facilitating
access to public markets, targeting the educatisgatems towards innovation. Along with the
increase of the expenditures on GDP research,nédgssary to increase the number of researchers,
closely related to the obtained results, assesgéiteldynamic of the new and improved technologies.
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Figure 8 the resear ch-development expenditurein GDP during 1997-2007 (EU 27, EU 15, RO)
Source: http://epp.eurostat.ec.eur opa.eu/portal/page/portal/statistics.sear ch_database

Romania ‘

As for the Romanian SMEs, their first priority is increase by accumulation at the expense of
performance, due to the involved high costs. Theme still concerns on the line of introducing
innovative elements in management, on the techmgalpment and of the products and services
offered to consumers while maintaining the actidbject at the expense of diversification. Although
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the capacity for innovation and creating hew s@&wis reduced, there are efforts to the SMEs iavel
industry, trade, agriculture, while the innovatiarconstruction and transportation is slow. Becanfse
the lack of financial resources, entering the fygmeinarket is reduced, and the enterprises focused o
CMT are furthermore affected by the lack of theivnomarkets and of their own manufacturing
brands. In addition, entering the foreign markstdifficult due to lack of the information abougeth.

The competitiveness gap resulted from the redueedl lof the innovative processes; the poor
adaptation to market requirements is reflectedhim tow level of productivity. Therefore, while
developing entrepreneurship it is necessary toterpeoductive investment, to facilitate access to
Community financing instruments and credits, toxpand the use of information technology, to
develop partnerships with research institutesiamdersities in the research, technology develogmen
and innovation domain.

5 Conclusion

Faced with the effects of rapid changes resultirmgnf liberalization of trade and capital flows,
increased competition in the context of globalipestkets, the Member States have become aware of
the importance of increasing competitiveness andtimaing efforts to eliminate existing the
disparities that exist between the integrated Eemoparea regions, in order to face the challenges
generated by economic and financial globalizationthe global economy are the main factors of
competitiveness are education, innovation, thearebeinstitutes, the firms capable of providing
increased productivity, quality goods and servioesnsure sustainable economic growth and quality
of life of the European citizens. The support of thnovation process depends on the quality and
performance of human capital, the efficiency ofngsthe firm resources, their openness towards
innovation in order to create environmentally fdgntechnologies, new products and services with
high added value. 59
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