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Abstract

In Romania — like everywhere in the, world - labor demand is directly related to the
macroeconomic and political stability in the country. By default strong investors are
attracted to this stability. To this, it is obvious that the provision of reduced tax rates
simultaneously with a series of technical conditions concerning transport and energy
infrastructures. Of course, a well-trained workforce in optimal wage conditions. An
essential contribution to the area of regional development and to the increase in the
professional level of human resources, of course, is the use of knowledge
management as a basic strategy and tool.
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1. Introduction

Labor demand is directly related to the macroeconomic and political
stability in the country. By default strong investors are attracted to this stability.
To this, it is obvious that the provision of reduced tax rates simultaneously with a
series of technical conditions concerning transport and energy infrastructures.
Germany is an incontestable proof that no matter how ruined a nation would be,
from a socio-economic point of view, through an honest political class and
powerful leaders, it will give birth to a real economic empire. Germany's policy
was from all-around, one based on the massive involvement of society and
domestic and international politics in economic activities. Nowadays, German
society is crossing a reference area with an economy that many call it "The Train
of Europe,” with a rate of of very low unemployment, at the same time as a GDP
per capita at the highest level in Europe.
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We chose Germany as a benchmark, because the Romanian society has
long aspired to a model of development similar to that of Germany. | think that
the main reason for the major differences between the two states is given by their
political classes, the political elite of Germany joining forces in the key
development projects of the country, regardless of the political color of the
parties, while in Romania egoism is practiced in government, this means
changing the legislative framework in the interest of the ruling party regardless of
the party's political color, but unfortunately against the national economy and the
citizens (MALHOTRA, 2005).

2. Labour market in Romania
2.1. Description of the Romanian labour market

The labour market is the area of economics where workforce demand,
through employers, meets, confronts and negotiates with workforce supply owned
by labourers. As such, the labour market client is the employer owning jobs, the
supplier is the person seeking a job — employee, the transaction object is the
workforce and the price is the whole salary, also known as individual salary fund.
The workforce is offered by qualification levels and time units (MARTENSSON,
2000).

The labour market started to take shape in Romania subsequent to the
1989 events, based on a new theory which views labour as extremely special
merchandise. In addition, the key feature was the transition from a traditional
employment model, based on job stability and somewhat lacking opportunities, to
the current one, modern and widely open to opportunities while having a higher
risk level.

The Romanian labour market does not yet have all the law regulations
capable of avoiding distortions, the economy seems to be taking ‘two speeds’, by
accumulating disparities between the strongly developed western part, where the
statistics show a labour force crisis, and the east where the sole tangible revenue
comes from unemployment benefits and the minimum guaranteed income.

As much as in any other country, the level of employment of the
workforce in Romania is strongly related to stimulation of the economy,
macroeconomic stability and the social inclusion policies.

2.2.  Workforce supply
One could say that the evolution of workforce supply has known two

stages — the one before the country’s accession to the European Union and the
other after said accession.
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As shown in the graph above, before pre-accession, the resident population
of Romania suffered a 250 thousand person loss — due to the European Union lifting
visa requirements at the time, which correlated to an economic growth from 80
billion euro to 127.6 billion euro of the GDP in the 2005-2007 period. All resulted in
an increase in job demand however not paired with a substantial increase in the
average net salary, which went from 723 to 918 Eur. Therefore, the labour force was
attracted to countries with better wage conditions at the time.

Subsequent to Romania’s accession to the European Union, a significant
increase could be noticed in terms of both average net salary and gross domestic
product. As such, year 2008 showed the evolution of GDP to 146.5 billion euro
from 127.6 billion euro in 2007; whereas over the same period, the average net
salary went from 918 to 1200. However, the workforce did not follow the trend,
given that almost half a million persons in the workforce chose to leave the
country, double as compared to the 2005-2007 period. The cause stood in the
weak economic development in the post-communist time — crises, massive
layoffs in the secondary sector as well as a weak absorption in other sectors as the
primary and tertiary ones, all being encouraged by a lack of trust in politicians
(LUBAN, BREAZU, 2005).

After the sudden crash of workforce supply, a quick decrease in
workforce demand followed as a consequence of the international economic
crisis, and manifested itself through layoffs in the private sector, and decreases
and cuts in the budgetary sector. Consequently, the workforce migration from the
country gained even more speed, and the workforce has sought for workforce
demand outside the country. The graph shows that during the economic crisis,
2008-2011, approximately 450 thousand people had chosen to leave the country
over a three year period. GDP decreased from 146.5 billion euro in 2008 to 131.9
billion euro in 2011.
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Rate of business set-ups 2012-2016
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Average net salary evolved during the economic crisis, from 1200 Ron in
2008 to 1426 Ron in 2011, based mainly on an increase in productivity aimed to
re-launch economy and boost competition. After the re-launch, the average net
salary underwent accelerated growth due to economic growth and workforce
demand. However, the said evolution was unbalanced, e.g. according to Statistici
Romania, in 2019, the average net salary equals 3099 Ron in Cluj county, but
only 2094 Ron in Suceava county. Due to this inequality in income distribution at
a national level, the national population decreased by approx. 680 thousand
people during 2011-2018 (January).

2.3. Workforce demand

The workforce demand in a certain country is directly linked to
macroeconomic and political stability — investors being attracted to open
businesses in countries where taxation level is low and unchanged from one year
to another or from one government to the next, and where the macroeconomic
level is stable and predictable (MINCER, 1991).

Is Romania a stable country in terms of macroeconomics and politics?
GDP evolution suggests Romania entered a trend of economic growth after the
crisis, steadily increasing from 154.2 in 2011 to 196.4 in 2018. As for the
political aspect, one could say that, in 2012, Romania transitioned from a liberal
to socialist governance, so overall it could be stated that, until 2016, the country
enjoyed political stability. All prerequisites for an increase in workforce demand
were met, but let’s see whether investors have chosen to open businesses in the
territory.
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The graph illustrates a much bigger rate for the creation of businesses
during the post-crisis period (2012-2013) than in the following years, the main
reason being the re-launch of the national economy giving an opportunity to open
new businesses. The shift from a liberal to a socialist government slowed the
growth rate though, as the government at the time changed levies and taxes
during 2013-2014. The political and economic stability is shown, however, in the
alignment of the trend during 2014-2016. The 2015 shift from a socialist to a
technocrat government somewhat decreased the rate, however insignificant, given
that the transfer of power was made quickly and with no marked impact on
macroeconomic stability.

During the post-crisis period (2012-2013), the businesses’ dissolution rate
was high, on account of the effects of the crisis on the national territory and of
managers’ inability to manage said crisis, with effects visible in companies’
bankruptcy. After 2012-2013, the dissolution rate stood under 10%, mainly due
to the macro stability brought by the economic growth.

Survival rate in 2015 of businesses created
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2.4. Unemployment in Romania

Unemployment is such an important indicator of the economy of a
country because it highlights people’s wellbeing, and let me explain why that is!
In theory, unemployment is a macroeconomic indicator. According to New
Palgrave Dictionary of Economics, it is defined as ‘the percentage of the labour
force — the total number of people either working or seeking work — that is
unemployed (but seeking)’. This indicator refers to people’s wish to integrate into
the economy of a country, meanwhile expressing the ability of the workforce
demand to absorb this wish to integrate. Therefore it expresses people’s wish to
integrate into the economy, on the one side, and employers’ability to integrate
people, on the other side (BODEA, 2000).

Unemployment rate 2005-2018
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As seen in the graph, until 2016, unemployment rate failed to meet the
less than 5% threshold, and up until 2016 the trend was of a slight decrease as
compared to 2016-2018, where annual differences mark one percentage point.

Prior to the economic crisis, unemployment rate reached its lowest level
of 5.6% - due to the pre-accession economic growth, but mainly to the 2007-2008
interval, the first year of membership to the EU for Romania. It was noticed both
in the economic growth, with a marked increase in GDP, and in the average net
salary increase. During the crisis, as all the other EU countries, Romania
underwent restructuring measures — thus, in 2011, unemployment level had a
significant increase of 1.6 per cent as compared to 2008. Post-crisis, the
fluctuations in unemployment maintained between 7.2%-6.8% during 2012-2015,
mainly driven by the market inability to recover after the crisis shock but also due
to companies’ caution with regard to any speedy expansion and to a subsequent
lack of preparedness towards the economic cycle. The period from 2016 to 2018
is characterized by a steep decrease in unemployment, which was nevertheless
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caused not primarily by the absorption of unemployed by the economy but, by a
large extent, to workforce migration abroad.

2.5. Dynamics of employment by gender and age

Throughout the period under analysis, the share of employment within
the workforce remained constant, with some minor changes in answer to world
macroeconomic events (LIEBOWITZ, 2005).

Employment by gender
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For Romania, the average of these years (2005-2017) reached 64.4%
employed persons out of total active population. The only decrease, however
insignificant was recorded in 2008, of 0.1% as compared to 2007, under the
background of the economic crisis. Increases from one year to another differ for
the most part due to Romania’s accession to the EU — if, in the pre-accession
period the increase was 1.3%, post-accession and after the economy re-launch,
increases reach 1.8%.

Distributed by gender, men have a clear-cut larger share of employment
than women, with all years’ average over 70%. A level of employment under 1%
was only registered during the economic crisis, while the year-on-year in the
other periods surpassed 1%. As for women, employment rate is around 56%.
Year-on-year evolution does not follow that of men, their constant increase being
replaced with a stagnation around the 56% value, with little increase/decrease
fluctuations (ANDONE, 2003). For the last year though, a true leap of 2% could
be noticed, most likely marking women’s wish to get involved in the economic
activity. The trend shows another change in women’s employment rate for the
years to come (GUSTAVSSON, 2002).
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Employment by age group (%)
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By age groups, the 25-54 year-olds leads the share of employment by far,
most of them choosing to enter the workforce after finishing studies. Years’
average is 80%, with little variation given by the macroeconomic background on
the market — but, as a trend, a gradual increase of employment per cent within the
25-54 year-olds group could be noticed.

In regard to the 15-24 year-olds group, the trend is linear over the years,
with some small fluctuations indicating employers’ involvement in recruiting and
training future employers as early as during their study years (MUNTEAN,
DANAIATA, MARGEA, 2001).

For the 55-64 year-olds category, evolution fluctuates, for the most part
under the influence of legislation and of retirement terms — if favourable terms
are in place, people choose to retire, and if not, they choose to remain in the
workforce up to the legal upper limit.

2.6. Romanian state policies on labour market

Each and every member state or accession state must develop a National
Strategy on Employment and a National Action Plan on Employment, with both
documents monitored at EU Community level. The foundation pillars of the
strategy in each country find convergence with the European strategy objectives
on employment, objectives being adapted to particular conditions (NICOLESCU,
2001).

The National Action Plan on Employment (NAPE) is a priority objective
of the alignment to the European strategy on employment, under the background
of Romania’s preparation for accession to the European Union. NAPE was
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drafted on the basis of guidelines of the European strategy for employment as
adopted each year by the Council of the European Union.

In order to reach the objective, the member states (as well as those in
accession and pre-accession stages) must react by adapting to the guidelines
governed by the four pillars, through a general coherent strategy which has to
encompass the following horizontal objectives:

Horizontal objective A — Increase of employment rate. Proposed
measures aim to stimulate job creation, under the backdrop of a speedy
continuation of privatization and restructuring. Moving emphasis from passive to
active measures within the policies for unemployed protection is envisaged here.

Horizontal objective B — National strategies for ‘lifelong learning’.
Law and institutional reforms corroborate with larger funds allotted to education
and training, showing an interest to the development of extensive, coherent
national strategies in the field of initial and continuous training.

Horizontal objective C — Development of social partnership. Given
the fact that at this time the Romanian economy has to adapt itself through all
sectors in order to become and stay competitive, the social partnership becomes
an effective way to ensure modernization and diversification of activities.

Horizontal objective D — Regional dimension. The development
regions are the framework within which regional development policy and
economic and social cohesion programmes are conceived, implemented and
evaluated. The employment policy and the professional training policy are the
ones to give directions to the regional initiatives.

Horizontal objective E — Development of a system of indicators for
the labour market. In order to develop coherent policies and adequately monitor
and assess progress made in the implementation of NAPE, suitable statistics
information is required.

3. Labour market in Germany
3.1. Description of the labour market in Germany

To many, Germany is proof that no matter how economically and socially
ruined a country may be, an honest political class with strong leaders would make
an empire rise again from its ashes. Since its funding until today, Germany’s
politics have been based on society, and on the involvement of society in the
economic activity to the largest possible extent — and so it is that today’s society
in Germany lives its richest days in the last century, with an economy labelled by
many as ‘Europe’s engine’, an employment rate at the lowest level since
reunification and the biggest GDP per capita in Europe; it is the country where
many wish to raise their children. For all that, not everything is perfect, as
Germany is confronted with an excess of migration from the conflict zones in
Syria and the Middle East, and the politicians have to face integration of a
significant number of people who came to start all over in a country that’s
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civilized and, above all, safe (MUMFORD, 2000). The German labour market
stands on a specific mix of flexibility and security, by adjusting salary levels
based on supply and demand while maintaining labour security through laws
initiated by the federal government.

3.2. Workforce supply

Workforce supply in the German market is largely balanced, with a slight
increase in the last years on account of the large number of migrants from Syria
and the Middle East.

Before the crisis, the workforce supply was growing in the context of the
pre-crisis economic growth correlated to an increase in the GDP per capita — all
making it a desirable country to migrate to at the time, from both the inside and
the outside (as, e.g., Romania) of the European Union. After the world crisis
developed and a sharp decrease of GDP ensued, affecting all the community
block economies, a diminishing workforce supply could be observed in response.

The crisis once overcome and Germany re-launching its economy, the
workforce supply started to take an ascending trend, which in turn led to an
increase of residents in Germany. The new challenge Germany has to face is
integration of the people who reached its territory from 2015-2018, around one
million persons arriving from conflict zones. This is nevertheless beneficial for
the German economy, as it fights the population aging phenomenon — and thus
the federal government is able to postpone the new reforms in the social sector,
namely the extension of the retirement age.

3.3. Workforce demand

Population of Germany

83000000
82500000

82000000
IO NN W  SUSH  SUTOUSUPPPPPPPPPPRPRRTTITIITITIIILILLIAMAMAGS RGN RN
81000000
80500000
80000000
79500000
79000000
78500000

2007 | 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
M Series1 8E+07 8E+07 8E+07 8E+07 8E+07 8E+07 8E+07 8E+07 8E+07 8E+07 8E+07 8E+07

Review of International Comparative Management Volume 20, Issue 3, July 2019 333



In terms of workforce demand, Germany is a strongly developed
economy; therefore the international economic events affected Germany to a
lesser extent as compared to the other EU countries. As an example, Germany
succeeded to overcome the crisis in 2010, whereas the other states did so only in
2011, and with great cost.

Evolution of annual GDP in Germany

4000

3500

3000

2000

GDP billion euro

1500

1000

500

0
2004 2006 2008 2010 2012 2014 2016 2018 2020

Axis Title

Source: https://ec.europa.eu/eurostat

On a 12 years period, Germany’s economy succeeded to grow from 2393
billion euro in 2006 to 3386 hillion euro in 2018, taking in account that 2009 was
a year of economic crisis, leading to a decrease in the workforce demand.

On a less than ten years period, Germany’s economy has grown with
approximately 500 billion USD — from 2513 billion USD in 2007 to 3048 billion
USD in 2015. We should take into account that Germany’s economy is based
upon the automotive industry, as the WV group is the leading automobile
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producer worldwide, with some 11 million cars sold in 2017, while the main
competitor, Mercedes-Daimler & BMW, has its main production facilities also on
German territory. The journalist Moise Guran stated in an interview comparing
the Romanian industry with the German one that ‘We are far from being
Germany, as Germany makes Mercedes and Romania makes Dacia’. Germany’s
power comes from these employers who ultimately sustain the country’s
workforce demand — if these employers yield Germany yields as well. Therefore,
workforce demand is directly linked to the economic development of a certain
country: a well-developed economy brings about raised values in workforce
demand (DAVENPORT, 1998).

3.4. Unemployment and population income

Whenever in an economy the population (workforce supply) is constant
and the economic growth (workforce demand) increases at speed, we will
encounter unemployment rate decrease on the labour market (JARVINEN,
POIKELA, 2005). As seen in the graph above, the economic growth prior to the
crisis had a significant impact on the unemployment rate: over the 2005-2008
period, it diminished with more than 3.5 per cent. Anyway, the impact of crisis
on economy was less noticeable for a country such as Germany, as compared to
other European states such as Italy or Spain, so that the unemployment rate
increased by only 0.3 per cent from 2008 to 2009. The said phenomenon largely
owes to the government action choosing to alter work hours instead of pursuing
massive layoffs (DRUCKER, 1994). It could be said that, after the economic
crisis, the change in unemployment rate closely linked to Germany’s economic
growth — reaching, in 2018, the lowest level of unemployment after reunification.

Unemployment rate in Germany
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Directly proportional to the evolution of workforce supply and demand is
the population income, so when on the labour market the number of people is
constant and the workforce demand is high, we will encounter valued labour —
employers willing to pay more for employee retention (NONAKA, 1991).

The sole income decrease occurred during the economic crisis, otherwise
the German population income constantly grew in line with the economic growth
of the country — in other words, the economic growth truly felt in their pockets, as
the GDP per capita raised from 28.300 euro in 2005 to 40.900 euro in 2018 — an
evolution of 12.600 euro over a period of only 13 years.

Evolution of GDP per capita in Germany
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4. Romania-Germany comparison

By means of a comparison between Romania and Germany, | wish to
highlight the different visions the two countries’ policies apply in the matter of
labour market. I have chosen Germany for comparison as it is one of the most
developed countries on the continent, and the Romanian society has been
yearning for a long time (too long already, in my opinion) to such a development
model as the German one. In my view, the main reason is the political class of the
two countries — the German political elite, no matter the political orientation,
joining forces in the strategic development projects of their country, while in
Romania selfishness is practiced by governance i.e. the law framework is
changed whenever profitable, notwithstanding the affected citizens’ interests
which should prevail (SANCHEZ, CHAMINADE, OLEA, 2000).
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4.1. Workforce supply

Workforce supply over the analysed period had a linear evolution both in
Germany and Romania, with little fluctuation on account of the economic crisis
but stable overall (IANCU, 2003). There is a distinction though — unidentifiable
in the period but noticeable on long term; namely, an increase of persons in
Germany and decrease of persons in Romania. In the case of Romania, this is
attributable to the lack of vision in maintaining the workforce, and to the
unsatisfactorily correlated level of salary to the effort — so that people choose to
leave for countries as Germany, where work done is paid accordingly.

Comparison between the number of people in
Germany and Romania
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4.2. Workforce demand

This is a chapter Germany performs very well at, as we may see from its
GDP growth. Romania enjoys a positive trend as well, yet the GDP growth rate is
markedly inferior to the one in Germany. This may be easily noticed from the
graph, where Germany reaches during a trimester the same growth in billion
euros of GDP as Romania gets in one year (Rosca et all, 2002). Let’s keep in
mind that Germania makes Mercedes and Romania makes Dacia. On long term, a
significant increase in Germany’s GDP from one year to another can be seen.
Evolution in Romania remains modest, but still exists, so that we may talk about
an increase in workforce demand on both markets.
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GDP EVOLUTION COMPARISON
GERMANY-ROMANIA
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4.3. Unemployment and GDP per capital

A good labour market policy reflects in the evolution of unemployment
rate (HARRISON, 2003). Social policies and labour market regulations brought
Germany a down curve in the evolution of unemployment, with an accelerated
rhythm of decrease, whilst Romania also took a downward curve, but in a slower
rhythm and some little year-on-year fluctuations.

Unemployment rate comparison Germany-
Romania
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In regard to the GDP per capita, Germany leads by far, as in 2018
succeeded to pass the 40.000 euro per capita threshold, while Romania passed the
10.000 euro threshold. Big differences in income reside in the big difference in
economic growth and since economic growth is reflected in contributors’ wallet,
it turns much more gain in Germany than in Romania.

GDP per capita comparison Germany-Romania
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