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PREFACE

The study “The relations, differences and contro-
versies between “economic growth”, “economic deve-
lopment” and “sustainable development” — the case of
Romania” aims to present the place of “economic
growth”, “economic development” and “sustainable
development” in the economic analysis and create a
general framework able to provide the necessary infor-
mation in order to show what these concepts stand for.

The basic structure of the work is as follows: the first
section is meant to present the place of “economic
growth”, “economic development” and “sustainable
development” in the economic analysis by defining these
notions and by creating the general framework by ente-
ring the sphere of misleading differences, endless con-
troversies and unfortunate confusions; the second section
emphasises the role of these three concepts by providing
relevant examples concerning their evolution in time.

The case studies are directly linked to Romania’s
economic, social and political evolution (before being
part of the European Union and as part of this organism)
in this context and relevant comparison with other
countries such as Moldavia, Ukraine, Hungary, Serbia
and Bulgaria (Romania’s neighbours) or specific regions
such as Europe and Central Asia.

Moreover, the authors state that both “economic
growth” and “economic development” are two limited
notions. Furthermore, the authors believe that

Vi
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“sustainable development” should be seen in a much
broader context, due to the fact that it involves not only
economic development and growth, but it successfully
accomplishes to create a link between economic deve-
lopment and economic growth, human development,
environmental protection, as well as the general concern
for present and future generations.

As a general overview, the notions of “economic
growth”, “economic development” and “sustainable
development” are seen throughout this paper both
interconnected and differentiated. Moreover, these
correlations and in the same time these differences that
exist between them generated a number of controver-
sies, confusions and somewhat intriguing assumptions.

Furthermore, this work stresses the fact that there
are similarities existing between “economic growth”,
“economic development” and “sustainable develop-
ment”’, but in the same time there are also several
differences among these concepts. Due to this fact, the
authors came to the conclusion that one can easily
notice that there is a fine line between them.

“Economic growth” represents a quantitative change
or expansion noticed in the evolution of a country’s
economy, which is conventionally measured as the
percentage increase in gross domestic product (GDP) or
gross national product (GNP) during the time period of
one year. In the same time, “economic development”
represents a quantitative change in a country’s economy
seen in correlation with both technological and social
progress. All in all, “economic growth” and “economic
development” are two interconnected concepts.

Vil



Preface

“Sustainable development” (“sustainable economic
development”) encompasses the sphere of both
“economic growth” and “economic development”, taking
into consideration “human development” able to com-
bine successfully all aspects of individuals’ well-being,
such as their health situation, their economic status and
their political freedom, which are measured in terms of
life expectancy, adult literacy, and access to all three
levels of education, individuals’ average income and
people’s freedom of choice.

The authors emphasize the fact that “economic
growth” and “economic development” are two concepts
that “limit” somehow, in one way or another, one’s
perspective while reflecting on the future and on a
country’s resources, its economic, social and political
opportunities and also its “timeless” perspective.

The role of “sustainable development” is derived
from the need to generate economic and social progress
on the long-run and in a constructive manner, due to the
fact that, in some cases, economic growth failed to
deliver the most needed, wanted and expected future
also at the level of individuals development. The concept
addresses a much profound and valuable issue: the main
concern, the future generations itself and its wellbeing
(with all the implications deriving from it). “Sustainable
development” finds itself into the posture of addressing
economic growth with a great concern to social norms
as well as to environmental frameworks. Moreover,
“sustainable development” is seen in relation with
“economic growth” in the light of human development,
such as bringing improvements in individuals’ knowledge
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and skills, corroborated with their efficient use, provided
by more and better jobs, as well as better conditions for
new businesses to be created and developed. Further-
more, by ensuring “sustainable development” in a
country should also imply a higher level of democracy.
The research turns out to be useful not only for
academics but also for all the individuals and institutions
concerned with and operating with aspects inter-
connected with “economic growth”, “economic
development” and “sustainable development”.

Professor PhD. H. C. Marin ANDREICA

The Bucharest University of Economic Studies,

Bucharest, Romania

“Commercial Academy” from Satu Mare, Romania
Foundation “Commercial Academy” from Satu Mare, Romania

Associated Professor PhD. Liviu Catalin ANDREI
The National School of Political and Administrative Sciences,
Bucharest, Romania

Professor PhD. Paul MARINESCU
University of Bucharest, Romania

The Bucharest University of Economic Studies,
Bucharest, Romania



PROLOGUE

The study “The relations, differences and contro-
versies between “economic growth”, “economic deve-
lopment” and “sustainable development” — the case of
Romania” presents the common points, differences,
controversies and confusions regarding the concepts of
“economic growth”, “economic development” and
“sustainable development”.

The basic structure of the work is as follows: the first
section is meant to present the place of “economic
growth”, “economic development” and “sustainable deve-
lopment” in the economic analysis by defining these
notions and by creating the general framework by entering
the sphere of misleading differences, endless controversies
and unfortunate confusions; the second section
emphasises the role of these three concepts by providing
relevant examples concerning their evolution in time.

The case studies are directly linked to Romania’s
economic, social and political evolution (before being
part of the European Union and as part of this organism)
in this context and relevant comparison with other
countries such as Moldavia, Ukraine, Hungary, Serbia
and Bulgaria (Romania’s neighbours) or specific regions
such as Europe and Central Asia.

Moreover, it is our strong belief that both “economic
growth” and “economic development” are two limited
notions.

Xl
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Furthermore, in the meanwhile, “sustainable deve-
lopment” should be seen in a much broader context, due
to the fact that it involves not only economic deve-
lopment and growth, but it successfully accomplishes to
create a link between economic development and
economic growth, human development, environmental
protection, as well as the general concern for present
and future generations.

In our opinion, the research turns out to be useful
not only for academics but also for all the individuals and
institutions concerned with and operating with aspects
interconnected with “economic growth”, “economic
development” and “sustainable development”.

Keywords: economic growth; economic development;
sustainable development; gross domestic product (GDP);
gross national product (GNP); natural resources; human
resources; economic capital; environment protection;
developed countries.
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CUVANT-INAINTE

Lucrarea stiintifica ,Relatiile, diferentele si contro-
versele dintre “cresterea economicd”, ,dezvoltarea
economicG” si ,dezvoltarea durabild”. Studiu de caz pe
situatia Romdniei Tn acest context” prezinta elementele
comune, diferentele si controversele legate de concep-
tele de , crestere economicda”, ,,dezvoltare economica” si
,dezvoltare durabild”.

Lucrarea este structurata astfel: in cadrul primei parti
este prezentat locul conceptelor de ,crestere econo-
micd”, , dezvoltare economicd” si ,dezvoltare durabild”
in cadrul analizei economice, pornind de la definitiile
acestor notiuni, prin crearea cadrul general necesar
intelegerii diferentelor dintre concepte care au generat o
serie de confuzii si de controverse; in cadrul celei de-a
doua parti sunt prezentate rolul si importanta celor trei
concepte prin furnizarea unor exemple relevante legate
de evolutia acestora in timp.

Studiul de caz se axeaza pe situatia Romaniei in
contextul evolutiei sale economice, politice si sociale
(Tnainte de a face parte din Uniunea Europeand si dupd
ce a devenit membrd a acestui organism) prin realizarea
unor comparatii relevante cu tari precum Moldova,
Ucraina, Ungaria, Serbia si Bulgaria (vecinii Romdnei), dar
si cu alte tari din Europa si Asia Centrala.

Mai mult decat atat, in viziunea noastra ,cresterea
economica” si ,dezvoltarea economicd” sunt doua

notiuni limitate.
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,Dezvoltarea durabild” este un concept care trebuie
abordat intr-o acceptiune mult mai larga, deoarece nu
implica doar dezvoltare si crestere economica, ci creeaza
acea legaturd cheie intre dezvoltarea umana, protectia
mediului si grija pentru generatiile prezente si viitoare.

Cercetarea prezenta este utild atat pentru persoanele din
mediul academic, cat si pentru agentii economici si insti-
tutiile implicati Tn procese legate de , cresterea economica”,
,dezvoltarea economicd” si ,,dezvoltarea durabild”.

Cuvinte cheie: crestere economicd; dezvoltare
economicd; dezvoltare durabild; produs intern brut (PIB);
produs national brut (PNB); resurse naturale; resurse
umane; capital uman; protectia mediului; tdri dezvoltate.
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1. INTRODUCTION

Two questions triggered our curiosity to go much
deeper into the analysis of the concepts of “economic
growth”, “economic development” and “sustainable
development”: 1) Which of these three notions is
more relevant for the economic analysis?; and
2) Which one of them has the ability to reflect the
reality better and, in the same time, to predict the
future more correctly and coherently?

First of all, the work has the main purpose of
placing “economic growth”, “economic develop-
ment” and “sustainable development” in the econo-
mic analysis:

e In order to be able to do this, the research
defines the concepts of “economic growth”,
“economic development” and “sustainable
development”, creates the general framework
and goes beyond “traditional” patterns. In the
same time, in this part of the paper, relevant
figures accompany the text, in order to create a
better image concerning these three notions and
the general background in which they activate.

e Moreover, “economic growth”, “economic deve-
lopment” and “sustainable development” are
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analysed in the particular context in which one
enters the sphere of misleading differences,
endless controversies and unfortunate confu-
sions, due to the fact that at this level there are
plenty of studies that focused on them.

e Furthermore, the purpose is to present
“economic growth” with its meanings, evolution
and implycations (chronologically and histori-
cally); “economic development” with necessary
comparisons; and “sustainable development” in
the context of going beyond “economic growth”
and “economic development”, and reaching a
step into the future.

Second of all, key examples concerning the evo-
lution of “economic growth”, “economic develop-
ment” and “sustainable development” are
emphasised here:

e The first important example is the one of the
GDP growth (annual %) for the time period
2006-2016, with relevant data referring to
Romania, Europe and Central Asia (developing
only) and European Union (E.U.), in order to
provide a relevant comparison between them.

e The second example is represented by the
poverty headcount at national poverty lines (%
of population) and the chosen selection includes
Romania and its neighbour countries: Moldavia,
Ukraine, Hungary, Serbia and Bulgaria.

2



2. THE PLACE OF “ECONOMIC GROWTH”,
“ECONOMIC DEVELOPMENT” AND
“SUSTAINABLE DEVELOPMENT” IN THE
ECONOMIC ANALYSIS. WHAT DO
THESE CONCEPTS STAND FOR?

The concepts of “economic growth”, “economic
development” and “sustainable development” (“sus-
tainable economic development”) should be seen, in
the same time, both interconnected and differen-
tiated. In our opinion, the correlations as well as the
differences existing between them generated, over
time, a number of controversies and confusions.

So, which are, in fact, the similarities existing
between “economic growth”, “economic development”
and “sustainable development”’? What makes all these
concepts so special? Why the need to understand them?
In the same time, which differences do exist between
these concepts? Moreover, what are the controversies
and confusions that can be found by analysing carefully
“economic growth”, “economic development” and
“sustainable development”? Furthermore, is there a link
between these concepts (do all these notions have a
common point) and if so, what is that link? And, going
even deeper into the analyses, which one of them is
more important? It is our belief that one can easily
notice that there is a fine line between them.

3
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2.1. Defining “economic growth”, “economic
development” and “sustainable development”,
creating the general framework and going beyond
“traditional” patterns

Firstly, in order to provide an answer to these
qguestions, it is imperative to reflect on some of the
definitions given by specialists in this particular
matter, as well as on some connections existing
between these notions.

The first notion brought to the attention is “eco-
nomic growth”. “Economic growth” represents a
guantitative change or expansion noticed in the
evolution of a country’s economy, which is conven-
tionally measured as the percentage increase in gross
domestic product (GDP) or gross national product
(GNP) during the time period of one year. There are
two forms in which “economic growth” can be found:
the first form is the one in which an economy grows
“extensively” (situation in which more resources, such
as physical, human, or natural capital are used) or
“intensively” (situation in which the same quantity of
resources is used, but in a more efficient or more
productive  manner). “Economic growth” and
“economic development” are two interconnected
concepts, due to the fact that in order to achieve
intensive economic growth the presence of economic
development becomes a must [1] (p. 96).



The place of “economic growth”

The second notion that requires attention is
“economic development”. “Economic development”’
represents a quantitative change in a country’s
economy seen in correlation with both technological
and social progress. Increasing GDP per capita or GNP
per capita are the main indicators that show the
existence of economic development, offering infor-
mation on the increase in the economic productivity
and average material well-being of a country’s
individuals [1] (p. 96).

The third notion that needs a particular attention
is “sustainable development” (“sustainable economic
development”). In order to correctly and coherently
define this concept, the aspect of understanding what
“development” really means while discussed and
analysed in relation to a country arises. In this case,
one can notice several controversies concerning the
means to determine which countries are more
developed and which are less developed, and, in the
same time, which countries are richer and which are
poorer. Some questions arise here in a most natural
way: Based on which assumptions/on what indicators
one can differentiate between developed and less
developed countries or on richer and poorer ones?; Is
there a proper, relevant and capable to reflect the
reality itself way to generate accurate country
rankings?; Will these data be helpful for policy makers
for example, and not only, of course?
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By attempting to answer these profound and
pressing questions, one should take into consideration
the fact that the indicators of wealth existing at a
country’s level are meant to reflect the quantity of
resources available to a society (see, in this matter,
Figure no 1: Main characteristics and links between
“economic growth”, “economic development” and
“sustainable development”). Although these indica-
tors are extremely important for each and every
society as a whole, they do not have the power to
provide relevant information about the allocation of
those resources: for example, information on the
income’s distribution among social groups or the
effects of production and consumption on the
environment [1] (p. 7).
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Figure no. 1: Main characteristics and links between
“economic growth”, “economic development” and
“sustainable development”

v Represents a quantitative Economic
change or expansion naticed growth -
in the evolution of a county's Is conventionallymeasured asthe
economy; < i N : pexcentage incease in gross

i domestic product (GDP) or gross
¥ Itcan be found in two forms: national product (GNP) during
“extensively” or “intensively™. one year

Combines
successfully all
aspects of
Represents a individuals’
quantitative well-being,
change ina health situation,
country’s economic status
economy seen and political
in correlation freedom, life
with both expectancy, adult
technalogical literacy, and
and social access to all
progress three levels of
education
Ecomemic Sustaimable
developmant developmant

Implicates individuals’ average income and
people’s freedom of choice; shows the level of
human development; refers to wealth and the
level of resources in a society; has into
consideration the well-being of present and
future generations in the same time.

Is conventionally measured by
GDP per capita or GNP per capita

Source: The Authors based on literature [1-3]

Moreover, in practice there are numerous
examples of countries having similar average incomes
that are substantially differentiated when the issue of
people’s quality of life comes into discussion (people’s
quality of life is reflected, for instance, in access to
education and health care, employment opportu-
nities, availability of clean air and safe drinking water,
the threat of crime) [2] (pp. 1-364).

7
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Furthermore, the key element or, in other words,
the strong link between “economic growth”, “eco-
nomic development” and “sustainable development”
is provided by the content of the document entitled
“Human Development Report” (1996), who stresses
the role of “human development” and draws
attention to both the structure and the quality of
“economic growth”. According to this document,
“human development” should be able to combine
successfully all aspects of individuals’ well-being, such
as their health situation, their economic status and
their political freedom, which are measured in terms
of life expectancy, adult literacy, and access to all
three levels of education, individuals’ average income
and people’s freedom of choice. All in all, from these
ideas one should draw the conclusion that “economic
growth” represents the means, while “human deve-
lopment” is, in fact, the final target to be achieved [3]
(pp. iii-iv; p. 1; p. 5-10).
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2.2. “Economic growth”, “economic develop-
ment” and “sustainable development” — entering
the sphere of misleading differences, endless
controversies and unfortunate confusions

Secondly, in order to provide an answer to the
guestions that exist in the opening of our work, it is
crucial to understand the historical background of
these concepts and their evolution in time.

2.2.1. “Economic growth” — meanings, evolution
and implications

Is there a “beginning” (chronologically and histori-
cally speaking) regarding specialists’ attention given
to “economic growth”? Moreover, will it ever be an
“end” to the discussions on “economic growth”?

On one hand, in one way or another, economists
were at all times aware of the importance of
“economic growth” and its key role in the society. On
the other hand, by analysing the studies related to
“economic growth” that were made until present (in a
chronological order, by going back in time and coming
to these days), one can notice an interesting combi-
nation between theoretical and empirical research:

a) The first aspect that should be taken into account
is the one stating that economists such as Smith
(1759 and 1776), Malthus (1798), Ricardo (1817),
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Ramsey (1928), Young (1928), Fisher (1930),
Schumpeter (1934), Harrod (1939), Knight (1944),
and Domar (1946) based their theories of “eco-
nomic growth”, on the behaviour and dynamic
balance of competition, the role of diminishing
returns and the existing links between returns and
the accumulation of physical and human capital,
the connections that exist between income rates
capita and the population growth rate on the
effects generated by progress at the technological
level that arises, on one hand, from the increased
specialization of the labour and, on the other
hand, from the creation of new products and pro-
duction methods and the role of monopoly power
seen as an incentive for technological progress.

In the lines below there are some relevant
examples of research done in the field of “economic
growth”:

e Going back in time, from this particular group of
economists, Ramsey and Fisher are the ones
who generated the starting point for the
modern theory of economic growth by bringing
into discussion the conditions of optimality (also
known as “growth models with consumer
optimization”) [4] (pp. 16-17). In these eco-
nomic models the consumer’s behaviour is seen
as essential [4] (p. 85).

10
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e Much more recently, Barro and Sala-i-Martin
(2004) were interested in extending Ramsey’s
economic growth model in several directions, by
taking into consideration the government
expenditures as well as other types of taxes, the
“installation costs in the process of physical
capital investment”, and, in the same time, by
creating the framework specific to an opened to
international borrowing and lending economy,
but analysed under the strict condition of “finite
lifetimes” [4] (p. 143).

e [n addition, Harrod and Domar made the
attempt to integrate the Keynesian analysis in
the context of economic growth. They made use
of the production functions with little substi-
tutability among the inputs having the final
scope of proving that the capitalist system is
unstable [4] (pp. 16-17).

b) The second aspect that needs further analyses
and reflection is the one referring to the contri-
butions of Solow (1956) and Swan (1956).

One may notice by analysing Solow’s statements,
that he strongly believed that the “Harrod-Domar
general-equilibrium model” is inconsistent, due to the
fact that, in his opinion, its assumptions were
formulated in an unrealistic manner: the first element
of inconsistency stated in his work is represented by
the model’s comparison between the natural rate of

11
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growth (depending on the fluctuations registered at
the level of the labour force) and the warranted rate
of growth (depending on the manner in which
individuals and companies decide to save or to
invest); the second element of inconsistency is the
one referring to the assumption that production
occurs in the situation of fixed proportions; the third
element of inadvertency emphasised by him is the
fact that this model is constructed on the idea of
excluding technological change [5] (p. 65). Not only
that Solow presented all the inconsistencies stressed
in the lines above, but, in the same time, he also
acknowledged that the model assumption that labour
cannot be substituted for capital in production was
incorrect [5] (p. 65). Moreover, he expressed the
opinion that this model addresses long-run problems,
mistakenly solved by the use of short-run tools [5]
(pp. 65-66).

The two economists Solow and Swan created the
“Solow-Swan general-equilibrium model”, a neo-
classical form of the production function combined
with a constant saving rate rule, from which two
theses derive [4] (pp. 16-17):

e The first thesis refers to conditional
convergence, stating the fact that the lower the
starting levels of GDP per capita will get, in turn,
the faster the growth rate will become, both on
the steady state position or the long run. In this
moment, a key question becomes necessary: Is

12
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the concept of “conditional convergence” rele-
vant and powerful enough for further
researches concentrated on “economic growth”
theme? Fortunately, the answer to this question
is affirmative, due to the fact that “conditional
convergence” has a profound, even tremendous
influence on analysis concentrated on regions’
and on countries’ “economic growth”.

e The second thesis refers to the relation existing
between technological progress and “economic
growth”, stating the fact that “economic
growth” will get to an end (GDP per capita),
unless substantial and continuous improve-
ments will take place in technology (important
and constant technological progress) (these
ideas go back to the work of economists
Malthus and Ricardo). While having in mind this
statement, some additional questions make
place into discussion: |Is the correlation
“economic growth” —technology — technological
progress that relevant? Is there a clear declining
tendency noticeable at the level of “economic
growth” while correlated with technology
improvement and technological progress?
Unfortunately, the answer to these questions is
negative, due to the fact that, according to
existing studies based on the “Solow-Swan
general-equilibrium model” “economic growth”
(GDP per capita) showed positive rates over a
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long period of time, with no obvious decreasing
tendency when considering the evolution of
technology and technological progress.

As a general conclusion, given the arguments
stated above, the “Solow-Swan general-equilibrium
model” is considered to have several inconsistencies
and deficiencies, connected to elements referring to,
for example, the rate of technological progress and
the growth rate of population [4] (p. 18).

In the same time, the “Solow-Swan general-equili-
brium model” presented great importance to Barro
and Sala-i-Martin (2004) who brought two changes to
it: the first one refers to fixing the average level of the
saving rate, and, the second one concentrates on its
evolution (if any) in case an economy registers
growth. Among the results provided by their work,
there can be noted elements such as the fact that
the saving rate depends on the interest rate as well
as on wealth and in the same time, there exists a
similar trend between the evolution of the saving
rate and “economic development” which, in turn,
influences the transitional dynamics, mainly the level
of convergence. In fact, in the opinion of Barro and
Sala-i-Martin, the “Solow-Swan general-equilibrium
model” in which a constant saving rate exists is
nothing else but a particular case of the Ramsey’s
model [4] (p. 85), [5].
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This new context stirs a number of interesting and
intriguing questions: Can an economic growth model
be taken into account, seen as relevant and realistic in
the absence of direct involvement of monetary factors
on real consumption and investments? And further-
more, can an economic growth model prove to be
consistent enough in an economy, unless one may
clearly address the role of policy implications, among
which, the most important are the monetary policies
(such as tax, money, and budget policies) [5] (pp. 93-94),
[6] (p. 577), [7]?

c) The third aspect that needs further analyses and
reflection is the one presenting the controverted
vision embedded in Shearer’s (1961) studies. In
fact, most of the statements made by Shearer in
those days turned out to encompass the time
barriers and proved to have the same validity
today as then.

On one hand, by closely studying Shearer’s work, a
number of questions come to life: In the context in
which the theory of economic growth is based on the
“omnibus” as well as the “pseudo-quantitative” notion
of “aggregate economic welfare”, corroborated with
the “best approximation” situations which are
required in most cases, and quantitative analysis
generally seen as “the sine qua non of scientific social
studies”, and moreover, obvious research ambiguities,
inconsistencies and limitations arising due to data’s
availability, social phenomenon’s intangibility, as well
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as subjectivity, randomness and somewhat “sponta-
neous” observations, can it be relevant enough for
any type of economy? Moreover, can the theory of
economic growth provide “practical” solutions, by
acting far above its “abstract”, “speculative”, and
“academic” level and somehow “philosophical” frame-
work which legitimizes it and reach a higher state?
Furthermore, in what manner is it possible to make
the theory of economic growth “operational” for each
and every type of economy?

On the other hand, Shearer’s belief is that only by
creating a “relevant” economic growth model and a
“perfectly functional” theory of economic growth, the
critic and agnostic attitude surrounding this concept
will be diminished [8] (p. 497).

So, all in all, should the economic growth be seen as
“il”? And, by means of extrapolation, should the eco-
nomy itself be regarded, in turn, as being also “ill”?

According to Shearer’s studies, the economic
growth’s, and by extrapolating, the economy itself
diagnosis is, unfortunately, not favourable, due to the
inconsistencies and sometimes, even major differences
existing between developed and underdeveloped
countries, the lack of coherence concerning the deve-
lopment policies, the fluctuation registered at the level
of economic performance, technology and novelties in
production methods, implementation of technologic
progress, human capital — where one might put an
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accent on traditions, particularities and other kind of
specificities occurring while analysing any culture,
personality types and traits, consumption motivations,
patterns, and even largely acknowledged behaviours.
Due to all these elements (that should not be accoun-
ted as limited), the results that come to light by using
the theories and models specific to economic growth
are insufficient and even misleading [8] (p. 498).

The ideas related to “economic growth”, the well-
being of individuals, society, and environment and
methods of “healing” the economy can be found at
present as well, in the studies belonging to Popescu C. R.
(2008, 2009, 2010 and 2011), and Popescu V. A.
(2011) and Popescu Gh. (2011) [9-15].

d) The fourth aspect that requires immediate
attention and consideration refers to the line of
work specific to Kaldor (1963), Denison (1974),
Christensen, Cummings, and Jorgenson (1980),
Maddison (1982), Jorgenson, Gollop, and
Fraumeni (1987), Elias (1990), Dougherty (1991),
and Young (1995). In their acceptation, “economic
growth” had one/several/all of the following
characteristics: the output per capita has an
ascending trend in time and the “economic
growth” does not become descending; the
physical capital calculated per individual has also
an ascending trend; the capital’s return rate is
almost constant; the Ilabour’s and physical
capital’s percentage in the national income are
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e)

also almost constant; and the output’s “economic
growth” rate per individual is substantially diffe-
rent from one region or one country to another
(4] (p. 12).

The fifth aspect that should be stressed is the
work of Cass (1965) and Koopmans (1965). The
two economists created what is called in the
economic literature “the equilibrium of Cass-
Koopmans”, another version of the “neoclassical
growth model”, bringing Ramsey’s theory (1928)
at a higher level, by putting an emphasis on consu-
mers, saving rate (as an endogenous element),
technological progress (as an exogenous element),
productive factors (labour and capital), and
conditional convergence, and by analysing them in
a decentralized and competitive context, where
the outcomes’ specificity is Pareto optimality [4]
(p. 18).

All in all, the studies of Cass and Koopmans

completed the basic neoclassical growth model. In the
same time, it should be noted that the basic neo-
classical growth model was extended with the work of
Barro (1999), who incorporated time inconsistent
preferences in the model, and Caselli and Ventura
(2000), who allowed heterogeneity among house-
holds [4] (p. 18), [16, 17].
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The sixth aspect that should be strengthened is
the one related to the ideas of Arrow (1962),
Uzawa (1965), Sheshinski (1967), and Shell (1966,
1967, and 1973) who constructed models in
which the key points related to the sphere of
“unintended by-products of production or invest-
ment”, a mechanism described as “learning-by-
doing”. According to these models once a disco-
very is made it instantaneously overflows the
economy by automatically engaging in its
processes, as a consequence of the fact that
knowledge is seen as a non-rival good. In addition
to the ideas above, Shell’s model is based on the
assumption that all of the non-rival research,
regarded, in fact, as a classic public good, is
funded by the government through involuntary
taxes [4] (p. 18), [18-25].

The seventh aspect that should be considered is
the influence of Kuznets (1973 and 1981) on the
modern theory of “economic growth”.

According to his research, the economy expe-

riences massive structural transformations due to the
changes that occurred after [4] (p. 12), [26] (p. 1,
p.12, p. 18, p. 28):

e Switching from an agrarian to an industrial
society;

e Technology’s and the technological progress
growing importance in comparison to the role
previously played by the natural resources;
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e The foreign commerce increasing proportion in
the economy;

e Introducing income’s distribution as a key
element of an economy;

e Other factors, such as, social, demographic, and
political ones, due to the importance of social
and demographic patterns, as well as the shifts
in individuals’ behaviour generated by turning
to an industrial society, giving more meaning to
technology and the technological progress
instead of natural resources.

While examining Kuznets studies, there is no doubt
that he was extremely preoccupied about the link
between the evolutions of “economic growth” and the
fluctuations appearing in an economy due to income’s
unequal distribution.

In our opinion, the issues related to income
inequalities are more persistent today than ever
before in discussion forums, in politicians’ debates, in
studies and research papers. In this context, an aspect
that comes into discussion is represented by the
relations that exist between elements such as rich and
poor individuals, quality of life, and equal or unequal
income distribution in a country, as well as measuring
instruments able to determine and to compare in an
accurate manner income’s distribution in a region or
country.
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Immediate questions come to mind: How can one
measure the level of individuals’ quality of life?
Moreover, how can one comprehend what elements
lay behind rich and poor individuals, as well as life’s
quality? Furthermore, what instruments can be used
in order to identify a country’s correct economic and
social situation, put the correct “diagnosis” and, in
addition, find useful, viable and possible to implement
solutions?

The answers that can be offered here are the
following one: in order to be able to grasp the general
features imbedded in a region or in a country, one
should focus, as a starting point, on the way life is
there, the quality of life, the percentage of poor
individuals, and the manner in which income is
distributed (equally or unequally); the second point
one should take into account is that a country’s
income per capita is not relevant enough to make
correct statements about individuals’ quality of life [1]
(p. 27); the third point derives immediately from the
previous one and refers to the way in which
economists are able to measure income inequalities in
a country, provide accurate measurements, make
correct statements, compare specific values, make
future predictions and offer coherent solutions: so,
Lorenz curves and GINI indexes are the ones used in
this case [1] (p. 28).
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In the lines below some of the key elements
belonging to Lorenz curve and GINI index are offered,
in order to show their importance:

e The Lorenz curve describes the cumulative
percentages of the total national income
received in comparison with the cumulative
percentages of individuals, starting with the
poorest one [27, 28].

e The GINI index offers a better perspective then
the one given by Lorenz curve, especially when
it comes to compare income inequality among
several countries. The GINI index is measured as
the area between the Lorenz curve and the line
of absolute equality, expressed as a percentage
of the area under the line [28-31].

After previously showing the connection that exists
between total national income — individuals’ income —
and “economic growth”, there are also some effects
derived from major income discrepancies on
“economic growth” that require immediate attention:
a particular attention should be given to a country’s
political stability, as well as to a country’s market
instruments, such as prices (see, in this case, indivi-
duals’ access to electricity and hot water), and also,
additionally, to specific norms of behaviour among
individuals or companies in terms of trust, loyalty, and
moreover, commitment [1] (p. 30).
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All in all, “economic growth” and “individuals’
welfare” are interconnected. Moreover, according to
some specialists aggregate growth is probably the
single most important element that affects
individual’s levels of income [4] (p. 6). Furthermore,
by understanding the factors that generate aggregate
economic growth, one would become able to raise
individuals’ living standards and decrees poverty far
more then in a country, the final target being the
world itself [4] (p. 6).

h) The eighth aspect that should be brought into
discussion is the economic research done by
Romer (1986, 1987, and 1990), Lucas (1988),
Young (1991), and Rebelo (1991), which aimed to
continue the ideas provided by Arrow (1962),
Uzawa (1965), Sheshinski (1967), and Shell
(1967), with direct references to the work
belonging to Knight (1944).

Concerning the information provided by the
studies done by Romer, Lucas, and Rebelo, there are
some points that need further inquiry:

e The first element that is important here is that
Romer, Lucas, and Rebelo demonstrated the
fact that a competitive environment can be
maintained in order to discover the rate of
technological progress in the year to balance,
but the growth rate would usually not Pareto
optimal [4] (pp. 19 — 20), [32].
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e The second element that comes into discussion
refers to the situation in which the competitive
structure breaks (generating, in this way, imper-
fect competition) if the findings depend partly on
individuals’ research and development (R&D)
efforts and innovations, gradually extended to
other manufacturers [4] (pp. 19 — 20), [32].

e The third element that needs further conside-
ration emphasises, on one hand, the assump-
tion made by this group of economists on
decreasing returns to reproducible factors, and,
on the other hand, the necessity of adding
human capital to the physical one. The notion of
“broad capital” with its specificities (constant or
even increasing returns to scale) comes into the
newly created context [33] (p. 13).

In order to conclude the ideas presented in the
lines above, the work of Romer, Lucas, Young, and
Rebelo introduces externalities in the context of
physical capital’ accumulation, which, in turn, will
generate, on one hand, lower private returns to scale,
and, on the other hand, constant or growing social
returns, both triggered by the process named
“learning-by-doing” [33] (p. 13).

i) The ninth aspect that should require proper
attention is the one referring to the research
published on the topic of “economic growth”
after the 1990’s:
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» One example is represented by the studies
belonging to Grossman and Helpman (1991),
and Aghion and Howitt (1992), who brought
significant contributions to Romer’s theory [4]
(p. 20). A notable fact is that their models were
also based on imperfect competition (as a
general framework pattern) and the importance
and the role played by research and develop-
ment (R&D) in an economy. Another issue that
needs to be stated is that the models take into
consideration the fact that purposive R&D
activity will generate an advance at the
technological level, form of economic activity
repaid by a certain an ex-post monopoly power.
In this context, the economic growth rate will
remain positive in the long run as long as the
economy will be constantly provided with new
ideas/inventions  (the inventive activity).
However, one should have in mind the fact that
the economic growth rate and the new
ideas/inventions are not Pareto optimal due to
the process of generating new goods and
production methods. Moreover, one should
take into account the fact that, in the long run,
the level of the economic growth is highly
influenced by governmental actions (among
which can be mentioned taxes level, security
measures, and ability to provide infrastructure
services) and other activities related to the
economic background and not only. At this
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point, there are some questions that would
require further attention: In what way do the
governmental actions influence the economic
growth? Are these governmental actions meant
to do good at all times, or in some cases, some
“ill” practices and “ill” results could come up?
Does a balance between “good” and “ill”
governmental actions exist?

As a conclusion to the ideas relaxed in the lines
above, but, in the same time, to the ones that
acknowledge the work of the work of Romer,
Lucas, Young, and Rebelo - previously
summarized, the economists Grossman and
Helpman, and Aghion and Howitt studies use
externalities in the context of physical capital’
accumulation, which, in turn, will generate, on
one hand, lower private returns to scale, and,
on the other hand, constant or growing social
returns, both triggered, this time, by R&D
activities [33] (p. 13).

» A second relevant example is the one
represented by the importance, the role and
the influence of scale effects on “economic
growth”, as reflected in the studies of Jones
(1995), and Hall and Jones (1999), or the one
analysing whether technological progress will
generate an increase in the labour dimension or
in the capital one, as seen through the research
done by Sala-i-Martin (1997a, 1997b), Acemoglu
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(2002), Acemoglu, Johnson, and Robinson
(2002), Sala-i-Martin, Doppelhoffer, and Miller
(2003), Acemoglu and Robinson (2012), or the
one measuring the role of competition on
“economic growth”, as presented in the
research of Aghion et al. (2001 and 2002) [4]
(p. 20), [34-44].

In the lines below our focus will be on the book
recently written by Acemoglu and Robinson
(2012), due to its consistency and valuable ideas
[38]. In our opinion, the book written by
Acemoglu and Robinson provides some
interesting historical examples and it is spread
with a multitude of challenging ideas. The basic
theme of their book is that what matters most
for some countries to succeed does not have as
many might probably expect the starting point
in factors such as economic, political,
geographical, cultural values that guide them,
but more likely institutions and, more
specifically, political institutions that determine
economic institutions. Moreover, the authors
believe that political institutions can be divided
into two types: “extractive” (institutions in
which a “small” group of people do their best to
exploit the rest of the population) and
institutions “inclusive” (where “many” indivi-
duals are involved in the process of government,
therefore, the operation of exploitation is either
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weakened or absent). Furthermore, they argue
that any successful economic and political
institutions must be centralized enough to
provide basic public services, including justice,
enforcing contracts and education. According to
their statements, inclusive institutions enable
innovation and lead to continued growth,
exemplified by the Industrial Revolution; while
extractive institutions may also provide an
increase, but only if the economy is far from the
technological frontier. Interestingly enough, in
their opinion, these extractive institutions will
not succeed in the end, however, when inno-
vation and “creative destruction” are needed to
push the border. In this context, the first
challenge the authors of the paper are facing is
to explain the whole history of mankind by
dividing the world into “extractive” and
“inclusive” institutions; and the second
challenge arises when they face the problem of
quantifying what represents a “small” group or
a “large” group of individuals. A possible
conclusion that could be drawn from their study
is that at the present time, there is no way to
know exactly whether the current “inclusive”
institutions will continue to deliver continued
growth in the future.

The elements stated in this section (““Economic
growth” — meanings, evolution and implications”) are
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summarized in Appendix A: Table Al: “A brief
historical evolution of economic growth”.

2.2.2. “Economic development” - necessary
comparisons

Going back in time, an important vision concerning
“economic development” brought into discussion
belongs to Shearer (1961).

In addition to Shearer’s beliefs about “economic
growth” (stated above), it is also noticeable that he is
also extremely preoccupied of “economic develop-
ment”. He presents two different opinions concerning
“economic development”: the first one states that this
concept refers to a whole sphere of “non-economic”
elements left to be analysed with the aid of the
economic theory and the second one raises into
discussion the fact that this notion is in essence an
economic process but its range of action encompasses
the one of the traditional economic theory, due to the
specificities, the unique character and behavioural
patterns of this concept.

Moreover, according to his work he emphasises
the fact that between concepts such as “economic
growth” and “economic development” exist far too
many inconsistencies, misleading stamens and
somewhat even deceiving arguments that basically
conduct to confusion.
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Furthermore, he stresses the fact that the notion
of “economic development” is not explicit enough, and
usually in studies and discussions in general term used
is “economic growth”. Although some might consider
both notions one and the same and see them as
synonymous, Shearer argues that these two represent
“different types of concepts”: “economic growth”
having in essence an “objective” content, due to the
fact that it relates to potentially measurable criteria,
situations and phenomenon, while “economic deve-
lopment” having in essence a “subjective” content,
due to the fact that it addresses economic perfor-
mance in terms of criteria which refer to personal and
social values [8] (p. 499).

According to Shearer’s vision, the concept of
“economic growth” can be easily and uniquely
defined, while the notion of “economic development”
brings to light numerous definitions triggered either
by one’s personal values, or, in more general terms,
societies’ values.

However, as he points out while deepening his
analysis, interestingly enough there are some
similarities between the measures that generate and
accelerate “economic growth” and “economic
development”. So, “economic development” is one
way or another derived from “economic growth” and
its approaches lie in the theory of economic growth
[8] (p. 500) (see, in this matter, Figure no. 2: Main
characteristics of “economic development”).
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Figure no. 2: Main characteristics of “economic
development”
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Source: The Authors based on literature [1-8]

2.2.3. “Sustainable development” — going beyond
“economic growth” and “economic development” -
a step into the future

In our opinion, “economic growth” and “economic
development” are two concepts that “limit” somehow,
in one way or another, one’s perspective while
reflecting on the future and on a country’s resources,
its economic, social and political opportunities and
also its “timeless” perspective. And why should an
economy “limit” itself? What possible reason might it
have instead of breaking all boundaries and leaving all
the limited notions and perspectives and step into the
future? So, this is the place where “sustainable
development” steps into discussion.
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The role of “sustainable development” is derived
from the need to generate economic and social
progress on the long-run and in a constructive
manner, due to the fact that, in some cases, economic
growth failed to deliver the most needed, wanted and
expected future also at the level of individuals
development. Cases do exist in which both “economic
growth” and “economic development” were regis-
tered, but with the price of much consistent income
inequities, much higher unemployment rate, much
less correct use of natural resources, overcon-
sumption, loss of cultural identity, and individual’s and
society’s values, profoundly instable and affected
political systems.

So, “sustainable development” is the concept that
encompasses the sphere that belongs to the notions
of “economic growth” and “economic development”,
and addresses a much profound and valuable issue:
the main concern, the future generations itself and its
wellbeing (with all the implications deriving from it).
“Sustainable development” finds itself into the
posture of addressing economic growth with a great
concern to social norms as well as to environmental
frameworks. Moreover, “sustainable development” is
seen in relation with “economic growth” in the light of
human development, such as bringing improvements
in individuals’ knowledge and skills, corroborated with
their efficient use, provided by more and better jobs,
as well as better conditions for new businesses to be
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created and developed. Furthermore, by ensuring
“sustainable development” in a country should also
imply a higher level of democracy [1] (p. 8), [3] (see, in
this matter, Figure no. 3: “Sustainable development”
— as a concept derived from the need to generate
economic and social progress on the long-run and in
a constructive manner).

Figure no. 3: “Sustainable development” — as a
concept derived from the need to generate economic
and social progress on the long-run and in a
constructive manner

Sustainable
development

The need to generate economic
and social progress on the long-
run and in a constructive manner

“Ecomomic growth” and “ecomomic development” - two

concepts that “limit” somehow, in one way or another, one’s
perspective while reflecting on the future and on a country’s
resources, its economic, social and political opportunities and
also its “fimeless” perspective.

Source: The Authors based on literature [1, 8, 44-47].
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All in all, according to the United Nations World
Commission on Environment and Development
(1987), “sustainable development” refers to meeting
the needs of the present generations without compro-
mising in any way what so ever the ability of future
generations to meet their own needs as well [44, 45].

In the same time, “economic development” has the
purpose of changing individuals’ mentalities as well as
changing their attitude towards environmental
protection, limited natural resources, economic
growth and development, quality of human life, and
future generations’ perspectives, in the context of
improper use of natural resources, increased level of
poverty, and alarming environmental pollution and
accumulation waste [44, 46, and 47].
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3. KEY EXAMPLES CONCERNING THE
EVOLUTION OF “ECONOMIC GROWTH”,
“ECONOMIC DEVELOPMENT” AND
“SUSTAINABLE DEVELOPMENT”

This section is designed to present several relevant
examples concerning the evolution of “economic
growth”, “economic development” and “sustainable
development” worldwide.

The first example that is considered important for
this study reflects the GDP growth (annual %) for the
time period 2006-2016, with available data from the
World Bank until 2014 [48]. The relevant data selected
refers Romania, Europe and Central Asia (developing
only) and European Union (E.U.), in order to provide a
relevant comparison between them (see, in this
matter, Figure no. 4: The GDP growth (annual %) for
the time scale 2006-2016, with available data until
2014, for Romania, Europe and Central Asia (deve-
loping only) and European Union (E.U.)).
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Figure no. 4: The GDP growth (annual %) for the time
scale 2006-2016, with available data until 2014,
for Romania, Europe and Central Asia
(developing only) and European Union (E.U.)
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Source: Based on the data provided
by The World Bank [48].

Taking into consideration the existing data, there
are several elements that need to be stressed while
analysing the elements reflected in the graphic
relaxed above [48]: first of all, the GDP growth
(annual %) refers to the annual percentage growth
rate of GDP at market prices based on constant local
currency; second of all, the aggregates are based on
constant 2005 U.S. dollars; third of all, between 2006-
2007, one can notice a relatively similar decreasing
evolution while comparing Romania and the Europe
and Central Asia (developing only) and, in the same
time, an almost constant trend while measuring
European Union’s evolution; fourth of all, between
2007-2008, Romania registered an increase at the
level of the GDP growth (annual %), while, in the
meantime, in Europe and Central Asia (developing
only) as well as in the European Union a decrease can
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be noticed — which marks, in fact, the beginning of the
global economic crisis; fifth of all, between 2008-2009
a severe decrease can be seen when analysing
Romania, Europe and Central Asia (developing only)
and European Union — compared to Europe and
Central Asia (developing only) and European Union,
Romania’s decrease is by far much more severe; sixth
of all, while continuing the analysis, one can notice
that immediately after 2009 an increase at the level of
GDP growth (annual %) can be encountered, with a
much pronounced growing rate between 2009-2010
and with some ups and downs between 2010-2014.

As a general conclusion of the analysis provided
here, it should be taken into consideration the fact
that the GDP is seen as total of gross value added by
all producers having the status of residents in the
economy taken under analysis to which are added any
product taxes and eliminated any subsidies not
included in the value of the products, but without
taking into account the depreciations existing at the
level of fabricated assets as well as the deple-
tion/degradation of natural resources (which, in turn,
are ones of the main targets when talking about
“sustainable development” — with additional refe-
rences to present and future generations’ well-being,
environmental protection, human development and
human resources and the capacity of regeneration
embedded in some of the resources).

37



” o«

“Economic growth”, “economic development”, “sustainable development”

The second example is represented by the poverty
headcount at national poverty lines (% of population).
The data taken into account is the one provided by
the World Bank (Global Poverty Working Group),
where the “national poverty headcount ratio repre-
sents the percentage of the population living below
the poverty lines”, and, in this context, according to
the World Bank: “national estimates are based on
population-weighted estimates from household
surveys” [49].

For this example, the chosen selection includes
Romania and its neighbour countries: Moldavia,
Ukraine, Hungary, Serbia and Bulgaria (as seen on the
map, going from East — North — West — South) (see, in
this matter, Figure no. 5: The poverty headcount at
national poverty lines (% of population) for the time
scale 2006-2016. The chosen selection includes
Romania, Moldavia, Ukraine, Hungary, Serbia and
Bulgaria).
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Figure no. 5: The poverty headcount at national
poverty lines (% of population) for the time scale
2006-2016. The chosen selection includes Romania,
Moldavia, Ukraine, Hungary, Serbia and Bulgaria
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Source: Based on the data provided by The World
Bank (Global Poverty Working Group) [49]

Taking into account the graphic presented above,
several aspects may be emphasised as follows: first of
all, Romania’s poverty headcount at national poverty
lines (% of population) registered between 2006-2013
the following values: 24,8%; 23,4%; 22,4%; 21,1%;
22,2%; 22,6%; 22,4% and 25,4%, which implicates a
similar trend; second of all, Moldavia’s poverty
headcount at national poverty lines (% of population)
registered between 2006-2014 the following values:
30,2%; 25,8%; 26,4%; 26,3%; 21,9%; 17,5%; 16,6%;
12,7% and 11,4%, which means that starting with
2010 an improvement could be encountered at this
level, but generally speaking noticeable fluctuations
can be clearly remarked at this level; third of all,
Ukraine’s poverty headcount at national poverty lines
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(% of population) registered between 2007-2014 the
following values: 12,4%; 7,1%; 5,8%; 8,6%; 7,8%; 9,0%;
8,3% and 8,6%; fourth of all, Hungary’s poverty
headcount at national poverty lines (% of population)
registered between 2007-2013 the following values:
12,3%; 12,7%; 12,4%; 12,3%; 14,1%; 14,3%; 15% and
15%; fifth of all, Serbia’s poverty headcount at
national poverty lines (% of population) registered
between 2012-2014 the following values: 24,5%;
25,4% and 25,4%; sixth of all, Bulgaria’s poverty
headcount at national poverty lines (% of population)
registered between 2006-2014 the following values:
22,0%; 21,4%; 21,8%; 20,7%; 22,2%; 21,2%; 21,0%;
21,8% and 22%%, which implicates a similar trend.
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4. CONCLUSIONS

The study aims to present the place of “economic
growth”, “economic development” and “sustainable
development” in the economic analysis and create a
general framework able to provide the necessary
information in order to show what these concepts
stand for.

As a general overview, the notions of “economic
growth”, “economic development” and “sustainable
development” are seen throughout this paper both
interconnected and differentiated. Moreover, these
correlations and in the same time these differences
that exist between them generated a number of
controversies, confusions and somewhat intriguing
assumptions. Furthermore, in our opinion it is a clear
fact that there are similarities existing between “eco-
nomic growth”, “economic development” and “sus-
tainable development”, but in the same time there are
also several differences among these concepts. This
made us come to the conclusion that one can easily
notice that there is a fine line between them.

“Economic growth” represents a quantitative
change or expansion noticed in the evolution of a
country’s economy, which is conventionally measured
as the percentage increase in gross domestic product
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(GDP) or gross national product (GNP) during the time
period of one year. In the same time, “economic
development” represents a quantitative change in a
country’s economy seen in correlation with both
technological and social progress. All in all, “economic
growth” and “economic development” are two
interconnected concepts [1] (p. 96).

“Sustainable development” (“sustainable economic
development”) encompasses the sphere of both
“economic growth” and “economic development”,
taking into consideration “human development” able
to combine successfully all aspects of individuals’ well-
being, such as their health situation, their economic
status and their political freedom, which are
measured in terms of life expectancy, adult literacy,
and access to all three levels of education, individuals’
average income and people’s freedom of choice [3]
(pp. iii-iv; p. 1; p. 5-10).

In our opinion, “economic growth” and “economic
development” are two concepts that “/limit” somehow,
in one way or another, one’s perspective while
reflecting on the future and on a country’s resources,
its economic, social and political opportunities and
also its “timeless” perspective. The role of “sus-
tainable development” is derived from the need to
generate economic and social progress on the long-
run and in a constructive manner, due to the fact that,
in some cases, economic growth failed to deliver the
most needed, wanted and expected future also at the
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level of individuals development. The concept
addresses a much profound and valuable issue: the
main concern, the future generations itself and its
wellbeing (with all the implications deriving from it).
“Sustainable development” finds itself into the
posture of addressing economic growth with a great
concern to social norms as well as to environmental
frameworks. Moreover, “sustainable development” is
seen in relation with “economic growth” in the light of
human development, such as bringing improvements
in individuals’ knowledge and skills, corroborated with
their efficient use, provided by more and better jobs,
as well as better conditions for new businesses to be
created and developed. Furthermore, by ensuring
“sustainable development” in a country should also
imply a higher level of democracy [1] (p. 8), [3].
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APPENDIX A

Table Al: “A brief historical evolution
of economic growth”

First group of economists: Smith (1759 and 1776), Malthus
(1798), Ricardo (1817), Ramsey (1928), Young (1928), Fisher
(1930), Schumpeter (1934), Harrod (1939), Knight (1944),
and Domar (1946)

Economic growth:

Reflects the behaviour and dynamic balance of
competition.

Refers to the role of diminishing returns and the
existing links between returns and the accumulation
of physical and human capital.

Expresses the connections that exist between income
rates capita and the population growth rate.

Needs to be analysed together with the conditions of
optimality (Barro and Sala-i-Martin (2004)).

Should take into account government’s expenditures
and other taxes.

Second group of economists: Solow (1956) and Swan (1956)

The

“Solow-Swan|1) Firstly, conditional convergence,

general- stating the fact that the lower the starting
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equilibrium model”
was created.

From this model
derive two theses:

levels of GDP per capita will get, in turn,
the faster the growth rate will become,
both on the steady state position or the
long run.

2) Secondly, the relation existing between
technological progress and “economic
growth”, stating the fact that “economic
growth” will get to an end (GDP per
capita), unless substantial and continuous
improvements will take place in
technology.

The “Solow-Swan
general-
equilibrium
model”:

= |s considered to have several
inconsistencies and deficiencies,
connected to the rate of
technological progress and the
growth rate of population.

= Presented great importance to
Barro and Sala-i-Martin (2004) who
brought two changes to it: the first
one refers to fixing the average
level of the saving rate, and, the
second one concentrates on its
evolution (if any) in case an
economy registers growth.

Third group of economists: Shearer (1961)

Shearer’s belief is that only by creating a “relevant” economic
growth model and a “perfectly functional” theory of
economic growth, the critic and agnostic attitude surrounding

this concept will be

diminished.
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=  The inconsistencies and
sometimes, even major
differences existing between
developed and

underdeveloped countries;

According to Shearer's) * The lack of coherence

studies, the economic
and

growth’s

economy
diagnosis
favourable, due to:

are

concerning the development
the policies;

itself
not| ™ The fluctuation registered at

the level of economic
performance, technology and
novelties in production
methods, implementation of
technologic progress, human
capital.

Fourth group of economists: Kaldor (1963), Denison (1974),

Christensen, Cummings, and Jorgenson (1980), Maddison
(1982), Jorgenson, Gollop, and Fraumeni (1987), Elias (1990),
Dougherty (1991), and Young (1995)

Economic growth is
characterized by:

The output per capita has an ascending
trend in time and the “economic growth”
does not become descending;

The physical capital calculated per individual
has also an ascending trend;

The capital’s return rate is almost constant;

The labour’s and physical capital’s
percentage in the national income are also
almost constant;
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=  The output’s “economic growth” rate per
individual is substantially different from one
region or one country to another.

Fifth group of economists: Cass (1965) and Koopmans (1965)

“The equilibrium of Cass-Koopmans” is another version of the
“neoclassical growth model”, bringing Ramsey’s theory (1928)
at a higher level, by putting an emphasis on consumers,
saving rate (as an endogenous element), technological
progress (as an exogenous element), productive factors
(labour and capital), and conditional convergence, and by
analysing them in a decentralized and competitive context,
where the outcomes’ specificity is Pareto optimality.

The work of Cass and Koopmans completed the basic
neoclassical growth model.

The basic neoclassical growth model was extended with the
work of Barro (1999), who incorporated time inconsistent
preferences in the model, and Caselli and Ventura (2000),
who allowed heterogeneity among households.

Sixth group of economists: Arrow (1962), Uzawa (1965),
Sheshinski (1967), and Shell (1966, 1967, and 1973)

They constructed models in which the key points relate to the
sphere of “unintended by-products of production or
investment”, a mechanism described as “learning-by-doing”.

According to these models once a discovery is made it
instantaneously overflows the economy by automatically
engaging in its processes, as a consequence of the fact that
knowledge is seen as a non-rival good.
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Shell’s model is based on the assumption that all of the non-
rival research, regarded, in fact, as a classic public good, is
funded by the government through involuntary taxes.

Seventh group of economists: Kuznets (1973 and 1981)

His work is on the modern theory of “economic growth”.

< Switching from an agrarian to an
industrial society;

% Technology’s and the

technological progress growing

The economy importance in comparison to the

experiences massive role previously played by the
structural natural resources;

transformations due

+* The foreign commerce increasin
to the changes that y 8 g

proportion in the economy;

occurred after:

+* Introducing income’s distribution
as a key element of an economy;

% Other factors: social,
demographic, and political ones.

He was preoccupied of the link between the evolutions of
“economic growth” and the fluctuations appearing in an
economy due to income’s unequal distribution.

Economic growth and “individuals’ welfare” are
interconnected.

Eighth group of economists: Romer (1986, 1987, and 1990),
Lucas (1988), Young (1991), and Rebelo (1991)
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According to
Romer, Lucas, and
Rebelo the
elements that
need further
inquiry are:

The first element that is important
here is that Romer, Lucas, and
Rebelo demonstrated the fact that
a competitive environment can be
maintained in order to discover the
rate of technological progress in
the year to balance, but the growth
rate would usually not Pareto
optimal.

The second element that comes
into discussion refers to the
situation in which the competitive
structure breaks (generating, in this
way, imperfect competition) if the
findings  depend partly  on
individuals’ research and
development (R&D) efforts and
innovations, gradually extended to
other manufacturers.

The third element that needs
further consideration emphasises,
on one hand, the assumption made
by this group of economists on
decreasing returns to reproducible
factors, and, on the other hand, the
necessity of adding human capital
to the physical one. The notion of
“broad capital” with its specificities
(constant or even increasing
returns to scale) comes into the
newly created context.
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Romer, Lucas, Young, and Rebelo introduce externalities in
the context of physical capital’ accumulation, which, in turn,
will generate, on one hand, lower private returns to scale,
and, on the other hand, constant or growing social returns,
both triggered by the process named “learning-by-doing”.

Ninth group of economists: the ones who published on the
topic of “economic growth” after 1990

7

< They brought significant
contributions to Romer’s theory.

Grossman and

Helpman (1991), and|*%* Their models were also based on
Aghion and Howitt imperfect competition and the
(1992): importance and the role played

by research and development
(R&D) in an economy.

The studies of Jones (1995), and Hall and Jones (1999), or the
one analysing whether technological progress will generate
an increase in the labour dimension or in the capital one, as
seen through the research done by Sala-i-Martin (19973,
1997b), Acemoglu (2002), Acemoglu, Johnson, and Robinson
(2002), Sala-i-Martin, Doppelhoffer, and Miller (2003),
Acemoglu and Robinson (2012), or the one measuring the
role of competition on “economic growth”, as presented in
the research of Aghion et al. (2001 and 2002).

Source: The Authors based on literature [1-47]
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