LABOUR PRODUCTIVITY AS A FACTOR OF THE ECONOMIC
SUSTAINABLE DEVELOPMENT

Mariana-Elena BALU, Professor Ph.D.
Spiru HaretUniversity
Luise MLADEN, Associate Professor Ph.D., CS Il
National Scientific Research Institute for Labond&ocial Protection

Abstract

Romania aims at reducing the economic and sociaglsga the EU
developed Member States. This requires an econsustainable growth. An
increased labour productivity is one of the maiotées of competitiveness at
national level and of sustainable economic develmm

Key-words: labour productivity, sustainable development, ecoito
growth

JEL Classification: E,q, J1

In order to promote an economic growth, we needngtrmacroeconomic
strategies to support development, employment &ind ptability.

A dynamic economic activity and increased produtgtiresult in:

— encouraging competition on the goods and serviaa&et

— integrating the capital market;

— promoting investments in knowledge (3% of the GDiRnovation and

new technologies;

— increased contribution of the public sector toe¢bhenomic growth.

An increased labour productivity is one of the nfaictors of competitiveness
at national level. The productivity sustainablevgio and an increased workforce
usage rate on medium-term are two major objecbo¥éssbon Strategy.

In Lisbon, the European Union sets two strategjedilves to be attained by
2010:

1) developing the most dynamic economy in the worffidcused on
sustainable development and social cohesion;

2) making the EU enlargement a success, throughnareased living
standard within the new Member States.

The attainment of these objectives involves aasgble economic growth
process. The economic growth modern theories pr@mot

¢ The technological changes in line with the markeuirements;

¢ The efficiency of the factors of production;

¢ An increasing employment rate and income redidtidbuwhich are
interconnected.
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The economic growth is based on well-establishecroggonomic and social
cohesion strategies. Therefore, in the Europeaneimadcial cohesion, stability
and economic growth are complementary processes fogh economic growth
rate leads to long-term economic stability andalcmhesion.

From a positive perspective, the economic growimudates the technical
progress unlimited potential supported by knowledlges saving all the factors of
production.

The European model is economically and sociallyaleint and also
multidirectional, because it covers the aspecigénand outside the market.

The new European economy reveals unconventionauress such as
knowledge potential and the human capital innovaticapacity. The
economic/social balance ensures the EU stabiliagfdm 1)

The development and cohesion
effects in the European model
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Diagram 1.The development and cohesion effects in the Europealel




An efficient economic growth implies a permanenpiovement process:
Stage 1 Factor-based economy

— the primary factors of production are the conpetiedge sources:

¢ cheap workforce;

¢ access to natural resources;

Stage 2 Investment-based economy

— improves output efficiency;

— improves the quality of goods and services;

Stage 3 Innovation-based economy

— the competitive edge resides in the capacity teldgvinnovative goods
and services by using state of the art methodséwith the global technology.

At national level, competitiveness must be analypgtharily in point of
productivity, salaries and costs and subsidiarity point of the business
environment, the economic and technological infeestire, education and
competences, innovation and creativity.

We may say that the access to information and keagd is a driver of the
future economic development. The competences anihtbllectual capital are the
factors of the economic competitiveness, the waintoease labour productivity
and to develop new products.

Innovation is the key to capitalize competitivendasilitating a sustainable
economic development.

The manufacturers must have in view that produgtiig the prerequisite to
survive in a globalizing market.

We will analyse the economic growth issue on anreased labour
productivity background:

» the quality and performance of tangible assetsquipment, infrastructure
used in the production process;

» the quality of the human capitat the people holding management
positions must adjust to new technologies and \poaktices;
innovation and technological progressan increased productivity results in:
— technological development;

— investments in human capital and modern tangildetas
— new working practices and technologies.

e competition- stimulates:

— the production and management sectors;

— cost reduction;

— output efficiency.

An increased productivity requires a proper finahsupport. We must have
in view that sustainable development involves #n@ganization of the increased

productivity and output process. We must also aealthe shapes productivity
takes in relation to:

— the output;
— the value of the sold goods;
— the gross added value.
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The productivity may also be expressed through: @DBbitant;
GDP/employee; GDP/working hour; productivity/empdey hour productivity.

At macroeconomic level, the state must:

— develop a favourable business environment leadiag iricreased
productivity and economic growth;

— maintain the macroeconomic stability;

— develop the microeconomic environment through:

o the commodity market which will pressure upon the production sector
(by minimizing the production costs, increasing tfemand, increasing the prices
and the like);

o the labour market- which contributes significantly to the economic
growth (through increased supply, a more flexildbolur market, fair salaries
according to performances and the like).

Sustainable development correlates elements as:

0 expansion;

0 growth;

0 progress;

0 development and underdevelopment;

0 economic and human development.

Human development is a sustainable process edpesetause it involves
people and their participation in the economic onites and fair income distribution.
The human potential must be improved. This traeslat investments in education,
culture, professional training and health. Knowkdgaccessible to anyone.

Productivity reflects the efficient use of the fastof production (workforce —
N and capital — K).

The factors of production are seen as inputs, whéegroduction as output:

Q=f(K,N)

Therefore, we will analyse:

— the global productivity: w=Q /K + N;

— the patrtial productivity:

= capital productivity w = Q / K;

= |abour productivity : w=Q / N.

At national level, the GDP and the total numbereoiployees YN) may
determine:

— the social labour productivity: W = PIBIN;

— at the level of each branch (Wi), the individuebgluctivity results from
the gross added value of the branch (VABI) plusrthaber of employees from the
respective branch (Ni): Wi = VABI / Ni.

We know that the GDP value results from the suth@VABi of each branch:

PIB =3 VABI; VABi = WIiNi
Then, the productivity at national level (tabled talculated as follows:
W=PIB/YN=3 VABi/ YN =YWIiNi/ >N =YWi qi
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Table 1
Social labour productivity/branches in Romania

Gross added The Labour The Wi gi
Branch value employed | productivity / employed
VAB i Ni branch Wi structure gi
Agriculture
and forestry 34448,2 2421 14,28 28,40 4,04
Industry 117995,7 1919 61,49 22,51 13/84
Constructions 54538,2 680 80,20 7,98 6,40
Trade 53635,1 1170 45,84 13,73 6,29
Other brancheg 197872|2 2334 84|78 21,38 23,21
Total 458489,4 8524 53,79 100,00 53,79

Source INS-THE 2007Statistical yearbook.

The social labour productivity®v = PIB /YN =3 VABi/ YN = 39,13.

The agriculture and forestry sectors record theekivievel in point of labour
productivity/branch (14,23%), while the construn8mne records the highest level
(80,20%); the “other branches” category includesnbhes experiencing a high
productivity rate (mail and telecommunications =g, financial and banking
operations, real estate transactions and the likene perform a comparative
analysis of the number of employees and the lapoeductivity/branch, we find
that agriculture is the sector with the highest kimnce share (28,40%) and the
lowest labour productivity rate (14,23%), while e opposite side lies the
constructions sector with the lowest workforce ehér,98%) and the highest
labour productivity rate (53,79%).

That’s why we must analyse the labour productidifferent values/branches
and the economic differences in various regionsinkneased labour productivity
level determines an increase in the real incomeingato a significant economic
growth. Therefore, labour productivity is an im@ot economic growth factor in
our country. The transition to the market economigids a drastic fall in the GDP
during the 90s, followed by an economic growth geribetween 1993 and 1994)
and a new economic downturn (between 1997 and 1f8%8ked by massive
privatisation. The economic reorganization strikke mono-industrial regions,
deepening the economic gaps in different areasoafdia. In 2000, the economic
recovery process is hindered. The GDP per inhabitiatour productivity relation
may be analysed as a variation of two qualitatiseables. By means of GINI
inequality coefficient, such variables may indictite extension or the reduction of
the economic gaps, depending on the economic growtall recorded in various
countries or regions.

The GINI inequality coefficient (CGmeasures the income uneven
distribution. It can be used to measure any typeérmeQular distribution. The
index’s values range from 0 to 1.

* @ —indicates a perfect equality (all the pedee the same income)

» 1 — indicates a perfect inequality personis fully remunerated, while the
others’ income is 0)
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CG=Y (2i—n-1**i/nX xi

Where: xi — the values of the analysed variable.

The GINI coefficient disadvantageesides in the fact that an income
distribution comparative analysis in various coigstrmay be a difficult task, for
the benefit system may vary from country to country

Data collection (income) is difficult as a result of the regular fortuit
errors; the GINI coefficient cannot work with lesscurate data.

Examples: Gini coefficient:

US.A. -1970-0,394
1980 - 0,403
1990 - 0,428
2004 - 0,408
Japan 2004 - 0,249
Germany 2004 - 0,25
France 2004 - 0,327
Russia 2004 - 0,456

The GINI coefficient in Romania (table 2):

Table 2
Year GINI inequality coefficient
GDP/ inhabitant Labour productivity
2000 0,1719 0,1749
2002 0,1760 0,1464
2003 0,1631 0,1211
2004 0,1621 0,1112

The GDP / inhabitant and labour productivity valeesorded in Romania are
far below the EU average (table 3)
As a rule, the GDP is expressed in comparablepfdB comp 1=PIB1/ Ip
Where:lp — the price index;
PIB 1 — the GDP expressed in actual prices.
Table 3

The average labour productivity in Romania comparedo the EU 27 countries (EU -27)
(EU 27=100)

Labour productivity / employee
2000 | 2001| 2002 20083 2004 2005 2006 2007 2p08
Romania 23,6] 25 293 3140 345 36 396 441 477
Germany 108,0 106,8 106}4 108,6 108,2 109,4 1p8@7,71 107,6

Country

France 125,17 1250 125|5 1216 120,7 142,2 121,%2,112121,1
Italy 126,0| 125 117,y 115)5 1122 111,0 109,7 ,408.08,3
Bulgaria 30,4 314 33 334 337 336 347 349 365
Hungary 63,8 68 71 718 673 673 681 680 693

Source EUROSTAT.
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Between 2000 and 2008, Romania records the lowesduptivity rate,
compared to the EU developed Member States, yeadriexqring an increase from
23,6% in 2000, to 47,7% in 2008.

Among the economically developed EU Member Statésymany and
France record constant labour productivity valuesveen 2000 and 2008, while
Italy, enjoying the highest value (126%) in 2008periences a permanent fall
down to 108,3% in 2008.

Hungary records higher productivity rates than RaiaaTherefore, in 2000,
the labour productivity value reaches 63,8%, in20@Qoes up to 71,3%, then it
goes down, to reach 69,3% in 2008.

Compared to our neighbouring country, Bulgaria, reeord similar values
and although in 2000 Bulgaria’s productivity rateeeds 30,4%, in 2008 it only
reaches 36,5%, therefore Romania is ahead by 11,2%.

A comparative analysis between Romania and the Ethbér States may be
made in point of productivity/working hour (W/h) all — table 4.

Table
Productivity/working hour (EU 15=100)
Country 2000 2003 200b6 20Q7 2008
Romania 18,6 24,7 28,5 34,5 -
Germany 107,3 110,01 1128 110,5 11p4
France 115,0 115,7 1149 1155 -
Italy 99,1 92,3 89,5 87,8 88,2
Bulgaria 27,1 29,7 29,7 30,8 -
Hungary 45,3 52,1 491 50,2 51,2
Source EUROSTAT.
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Fig. 4. Productivity / working hour within the EU-15 betwe2000 and 2008
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Even in point of the productivity/working hour Roma records the lowest
value. Although in 2000 our country records a 18,G#%e, it enjoys a slow yet
permanent growth, reaching 34,5% in 2007, surpgsBmigaria which records
3,8% in the same year. Compared to the EU Membeie§tRomania records a
low productivity level because:

— France records the highest rate, from 115% i 2(0115,5% in 2007;

— Germany records a high rate, from 107,3% in 269210,4% in 2008.

— Hungary surpasses both Romania and Bulgariardiegpa 45,3% value in
2000 and reaching 51,2 in 2008.

Table 5 reveals the annual EU real productivitkiftg the year 2000 as
basis):

Table 5
The annual EU real productivity 2000 = 100
Country 2000] 20043 2006 2008 2009 2010
Romania 100 1315 117,8 128,2 121|9* 126*
Bulgaria 100 111,53 118,09 130{4 126,/* 129/5*
Germany 100 102,1 138)6 148,2 140|6* 144*
France 100 1014 98,2 97,3 93,8* 95/2*
Source EUROSTAT.

*|f we tackle the real productivity rate/empla&yéaking the year 2000 as basis).

Therefore, Germany has a high real productivitye réit48,2% in 2008)
estimated to reach 144% in 2010.

France’s real productivity level (97,3%) is belower@any’'s (148,2%),
Romania’s (128,2%) and Bulgaria’s (130,4%).
The forecasts for 2000 show an increase in the peadluctivity level

compared to the basic value (100 in 2000) but &bsthe previously recorded
progress.
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Fig. 4.Real productivity in the EU taking the year 200(basis(2000 = 100)
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Another important aspect is the labour productii/../wage increase
correlation). Between 2000 and 2006, this fundaaleetonomic correlation is
applied; starting from 2007, however, along withs@dden wage increase, it
undergoes significant changes translating in thgewmdynamics 42,2%) in the
January — September 2008 interval exceeding thedwhamics 9,8%).

This phenomenon impacts theflation processand theexport entailing
difficulties in controlling inflation

Export as an economy driver, is an important factorjimin view that the
internal absorption — based models are limited.

However, Romania allot62,2% from the GDP in 2008 compared to the
European countries allotting betweéhand14,8%from the GDP, because we'’re
not supported by exporters.

Although Romania experiences a sustainable incrieages GDP/inhabitant
(74% between 2003 and 2008), this deepens the swmmomic imbalances
(budgetary deficit, deficit in the current acco®RE), making it hard to maintain
the GDP dynamics in this uncertain internationafiremment.

An economic sustainable growth in Romania requioes inflation rates
Inflation may entaileconomic, social and environmental instabilag well as
increased uncertainty and risk.

Reduced inflation and costs involves primarily e&sed competitiveness and
labour productivity and subsidiarily, wage increase

The economic growth involves high employment ratesrelated with a
decrease in the unemployment level (down to itichague — 4,5%).

The sustainable development concept is very pogualdhe contemporary
world bringing innovative ideas in line with the rkats’ goals.
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