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Abstract

The analysis of the way in which the economic growth is achieved represents one of the fundamental
problems of economics. Recent research is based on the econometric models based on multiple regression.

This research aims to analyze how government spending, fiscal, monetary and financial policies influence
the dynamics of the GDP. In this sense, it is constructed an econometric model in which the dependent variable
is the gross domestic product and the independent variables are: fiscal freedom, government spending, monetary
freedom and financial freedom.

A comparative analysis between two former communist countries of different sizes, with different
economic features, is performed in order to capture and analyze the phenomenon better. They used data
characterizing the period 2000 — 2012. The model of multiple regression shows the way in which the
independent variables influence the economic growth in the two countries.

Keywords: economic growth, determinants of the economic growth, econometric model, the influence of
variables on the economic growth, comparative analysis.
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1. Introduction

The economic growth and its underlying theories have known over time a significant
development in terms of interpretations and the analyses of the determinants, researchers
trying to explain this phenomenon from a multiple perspective. Currently, the World Bank
defines the economic growth as “... the quantitative growth or expansion of an economy. The
economic growth is measured conventionally by the percentage increase of the gross
domestic product or the gross national product over a period of one year.” (World Bank,
2012). Undoubtedly, the fundamental indicator that measures the economic growth is the
gross domestic product. The recent theories and analyses attempts to capture the different
models, links between this indicator and the factors that contribute substantially to its change
in time (Kormendi and Meguire, 1985; Knight, Loayza and Villanueva,1993; Easterly and
Rebelo, 1993; Zhang, 1999; Moudatsou, 2003; Barro, 2003, Bruneckiene, J. and
Paltanaviciene, D. 2012). Most models use in the analysis the regression equations whose
dependent variable is the gross domestic product, and the independent variables are
considered various determinants of the economic growth.

The objective of this research is to create a model that highlights the following
determinants of the economic growth: fiscal freedom, government spending, monetary
freedom and financial freedom. The comparative analysis is performed between two EU
member states, former Communist countries, with economies showing distinct features. The
four independent variables included in the model capture the most important aspects of fiscal
policy, government spending, monetary and financial policies. They make up the Index of
Economic Freedom, calculated annually by the Heritage Foundation.

Fiscal freedom is a measure of the tax burden imposed by the government. It includes
direct taxes, in terms of the top marginal tax rates on individual and corporate incomes, and
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overall taxes, including all forms of direct and indirect taxation at all levels of government, as
a percentage of GDP. Thus, the fiscal freedom component is composed of three quantitative
factors: the top marginal tax rate on individual income; the top marginal tax rate on corporate
income and the total tax burden as a percentage of GDP (Heritage Organization, 2013).

Government spending — this component considers the level of government expenditures
as a percentage of the GDP. Government expenditures, including consumption and transfers
(Heritage Organization, 2013).

Monetary freedom combines a measure of price stability with an assessment of price
controls. Both inflation and price controls distort market activity. Price stability without
microeconomic intervention is the ideal state for the free market (Heritage Organization, 2013).

Financial freedom is a measure of banking efficiency as well as a measure of
independence from government control and interference in the financial sector. State
ownership of banks and other financial institutions such as insurers and capital markets
reduces competition and generally lowers the level of available services.

In an ideal banking and financing environment where a minimum level of government
interference exists, independent central bank supervision and regulation of financial
institutions are limited to enforcing contractual obligations and preventing fraud (Heritage
Organization, 2013).

The aim of this research is to analyze the impact of the mentioned determinants on the
gross domestic product, the correlations existing between the variables and to explain the
differences between the two countries.

The methodology of research comprises: the exploratory research of the literature, the
quantitative literature, the qualitative research, the creation of the model and the interpretation
of the data obtained.

2. Theories and concepts regarding the economic growth and the determinants of
economic growth

The economic growth is influenced by many factors. A first analysis of the growth and
the factors that influence it was achieved by A. Marshall (1890) showing that “the industrial
and social progress and development..... depends on numerous factors that influence this
process”. Subsequently, the analyses related to the economic growth and its implications have
been captured by a growing number of economists. Colin Clark (1947) considers that “the
first element of the economic growth is that of the real income received by a worker in an
hour of work," the economic growth being thus explained by the theory of labor productivity.
K. E. Boulding (1953) explains this phenomenon of the economic growth with the help of the
phenomenon “butterfly” — economies grow and are developed like a butterfly from being a
larva and then an insect. Hicks (1956) explains the economic growth through utility — utility
maximization leads to the economic growth.

The analysis of the different types of relationships between the economic growth and its
potential determinants is highlighted by various models created by economists over time. J.
M. Keynes (1936) highlights the relationship between income (V), consumption (C) and
investment (I).

V=C+I (1)

If in the Keynesian model we look at the overall income (V) as an indicator of the
economic development, its modification is based on the following relationship:

AV =AC - Al ©)

It would result that an increase of the investment leads to the increase of consumption
and thus of the income. Keynes also explains the impact created by investments on the



income and implicitly on the economic growth. The investment multiplier (K) is the indicator
that allows the quantification of these effects:

K=AV/AL 3)

This shows how income changes if investments increase by one unit. Another well-
established pattern of the economic growth is developed by R. Solow (1956). It reveals how
two fundamental factors — labor and capital — affect growth. Through a function of the type
Cabb — Douglas it generates the production function:

Y=F(K,L),soY=AK‘L"™, (4)

where: Y — represents the global production, A — the technological contribution, K — money
capital (can be viewed as an investment in achieving production), L — labour (human resources
used in production).

The second specific equation that goes into the model developed by Solow is the
accumulation of capital:

K=sY - dK, (5)

where: sY is the gross investment, and dK is the depreciation incurred by the capital.

Important contributions to the identification and explanation of the links between
growth and its determinants were also brought by the creators of the endogenous growth
models such as Paul Romer (1990, 1994) that conceived the AK model which demonstrates the
link between production of a country and the capital it has, showing the proportionality
between the two elements.

Another established model is the model “Human Capital Accumulation” (HCA) of
Lucas (1988). It puts the spotlight on the accumulation of human capital as the basis for
economic growth. In this case, the production function has become:

Y=AK (uhL), (6)

where: Y — global production, A — technological contribution, K — money capital (can be
viewed as an investment in achieving production) L — labor ( human resources used in
production). 0 <a <I, u — the time spent working, and h — stock of human capital.

The role of human capital in the economic growth is further highlighted by other
economists (Levine and Renelt, 1992; Benhabib and Spiegel, 1994; Topel, 1999; Hanushek and
Kimko, 2000, Krueger and Lindahl, 2001; Pritchett, 2001).

Along with the determinants presented in the previous models, there were identified
other factors that contribute to the economic growth. Levine and Zervos (1993) show that
countries with higher enrollment rate in secondary education have a higher growth rate than
those with a lower rate, demonstrating a direct link between the formation of the new
generation and growth. Borensztein, De Gregorio and Lee (1998), Hermes and Lensink (2000),
Lensink and Morrissey (2006), demonstrate the close relationship existing between foreign
direct investment and economic growth. Khan and Kumar, (1997), Knack and Keefer, (1995)
examine the way in which public and private investment influence the economic growth,
capturing significant differences between the two factors. The fact that investments are the
fundamental determinant of the economic growth is highlighted in numerous research studies
(De Long and Summers, 1991, Levine and Renelt, 1992, Mankiw, 1992, Auerbach et al,
1994, Barro and Sala — [ — Martin, 1995, Bond et al, 2001; Podrecca and Carmeci, 2001).

Hall and Jones (1998), Rodrik D. (2000) believe that a great influence on the economic
growth is held by public institutions and government policies, the state being, through the
policies developed, a decisive factor influencing the economic growth.



Ulku (2004) highlights the implications that innovation and research-development have
on the economic growth, demonstrating that a country that invests in research, development
and innovation generates higher economic growth than the countries that do not show such a
trend or not give importance to this aspect.

R.J. Barro(1991, 1999, 2000, 2003). pays particular attention to the determinants of the
economic growth in various studies and analyses. He analyzed the effects on the economic
growth: human capital, demographic growth, government consumption, rule of low, terms of
trade, regional variables and investment ratio.

Willa Boots J. Tolo (2011) considers that fiscal policies, external developments, political
stability and reform indicators have a determinant role in development.

3. Model and empirical research

The analysis of the determinants analyzed on GDP as an indicator reflecting growth
involves the following steps:

Step 1. the identification of the categories of variables that compose the model;

Step 2. the construction of the econometric model to make the impact assessment;

Step 3. the empirical vesearch by the introduction and validation of the time using the model built;

Step 4. the interpretation of the obtained quantitative results.

Step 1. Identification of the variables that compose the model

For this research, the dependent variable Y is represented by the GDP as an expression
of the economic growth. The independent variables Xi are the variables that are used in the
model to characterize the influence they have on the independent variable. The independent
variables helping to analyze the impact on the Gross Domestic Product are: fiscal freedom
(FF), government spending (GS), monetary freedom (MF) and financial freedom (FIN.F).

Step 2. Construction of the econometric model to make the impact assessment;

The construction of the model expresses the gross domestic product as a dependent
variable in accordance to the independent variables. In this context:

GDP= (the selected dependent variables); GDP= (fiscal freedom, government spending,
monetary freedom and financial freedom).

In this context one can use a multiple regression function to characterize the phenomenon.

Yt=ap+ a X1t+aXpt+ ... + a Xt +et, (7)

t=1, 2, ..., n where: ap — is the constant value, a; — a, equation parameters, and Xt — x,t variables of the
function, et — standard error.

In our case the function is written:

GDP = ag+ a;(FF) + ay(GS) + a3(MF) + a4(FIN.F) + et (8)

In these circumstances we can quantify the influence of each indicator on GDP in each
country that was analyzed.

Step 3. The empirical research

The empirical research was conducted for a period of 13 years between 2000-2012. The
statistical data used in the analyses were taken from the official website of the national banks
of the two countries in the case of the dependent variable, the gross domestic product, and
from the official website of the Heritage Foundation in the case of the independent variables:
fiscal freedom, government spending, financial freedom and monetary freedom. To produce
no redundancy in the model and to make it statistically representative, we proceeded to the
logarithms of all the absolute values used in the model. The tables 1 and 2 present the
logarithmic values obtained.



Table 1: Logarithmic values of the dependent variable and the independent variables in
the case of Lithuania for the period 2000-2012.

LITHUANIA
TELE. GDF fizeal freedom gorvemninett spending motetary freedorn | financial freedom
2012 10,63217 171275849 1620136033 1800273187 1,903089987
2011 10,49079 1,69019608 1,935003151 181156273 1,903089987
2010 10,44268 1662751232 1.027370363 1.25003325 1,0030399%7
2009 10,4256 1681241237 1,942504106 1219669206 1,903089987
2008 10,51073 1,681241237 1,936010796 1,894869657 1,903089987
2007 10,45847 1681241237 1,937016107 1,9090:20854 1,903089987
2006 10,38209 1662757832 1,918534531 195616843 1,954242509
2005 10,3213 1672097858 1,918030337 1,954724791 1,934242509
2004 10,26114 1,681241237 1,918030337 1,954724701 1,954242509
2003 10,21948 1681241237 1,206526217 1,947 5908 1,24509804
2002 10,17993 1,612783857 1,369818208 1,942999593 1692970004
2001 10,13497 1,5719783597 1,851238349 1,948395852 1,692970004
2000 10,09513 LATTIA1255 1242180117 1,859138207 1,692970004

Source: author calculation using Eviews 5 and data from National Bank of Lithuania

Table 2: Logarithmic values of the dependent variable and the independent variables in
the case of Romania for the period 2000-2012.

ROMANIA

Tear GDP fiseal freednm govemnteent spending | mometary fieedom | financial freedom
2012 11,21875 1941511433 1741151599 1870985814 1608070004
a1 1111835 1938519725 1760422483 LETI5T293 1695970004
2010 11,00437 1933487288 1,776701154 1863103975 1695970004
2009 11,0726 1939519253 134509804 1875061263 1695970004
2008 11,1454 1932473765 1350033258 1860338007 1695970004
007 11,09597 1933993164 1351258349 1343232778 17713123
2006 10,9901 1942008053 1338219222 1823474229 1695970004
2005 1090201 1245718018 133819022 1, 796574333 1,608070004
2004 10,78579 1344477178 1373001598 1754348733 1608070004
2003 10, 7208 1330478047 1,79318459 1,705863712 1608070004
2002 1065677 1308885367 1770115295 1663383917 L4TI21255
2001 10,65664 1, 760422483 1901438321 1617000341 14121255
2000 10,60907 1,765668535 130140371 1580924975 1695970004

Source: author calculation using Eviews 5 and data from National Bank of Romania

The empirical research was carried out by following the steps specific to the quantitative
analysis methodology: descriptive statistical analysis, analysis of correlations between this
phenomenon and the influence factors and the analysis of the resulted regression equations.

The statistical analysis indicates a very small standard deviation in both countries, such as
the dependent variable and the independent variables. The values are close to zero, showing a
slight dispersion to mean. The other two important elements of the statistical analysis, skewness
and kurtosis indicating the distribution and degree of flattening of the variables, in the case of
Lithuania, show negative values for the GDP, government spending, monetary freedom and
financial freedom, indicating a distribution oriented to the right, with extreme values to the left,
while the value of the independent variable fiscal freedom is positive, and the inclination of the
distribution is to the left. In the case of Romania, all values are negative, so the distribution is
skewed to the right. Regarding the degree of flattening, values higher than the significant
threshold “three” are met in the case of Lithuania at the independent variables fiscal freedom and
government spending, indicating a leptokurtic distribution. The dependent variable and the other
independent variables have values less than three, so they have a platikurtic distribution. In the
case of Romania, all variables except the variable designating financial freedom have values
smaller than three indicating a leptokurtic distribution.
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Table 3: Descriptive statistics for Lithuania — Calculations based on table 1

FISCAL | GOVERMMENT | MONETARY | FINAMCIAL
LITHUANIA GOP FREEDOM |  SPENDING FREED O FREEDOM
Mean 1036033 16715922 1886034 1911242 1863329
Median 1038209 1.681241 1918030 1909021 1.803090
Maximum 1063217 1971276 1942504 1 956168 15864243
Minimurn 10.09513 1.477121 1620136 1.860033 16585970
otd. Dev, 0162852 0103199 0086223 0038344 0092173
Skewne 0.055712 1.263615 -2 458025 0211573 -0.980356
Kurtosis 1.860577 F.293953 8227840 1 B0&5820 2341538
Jarque-Bera 0 603256 9336716 27 890532 1.149845 237228
Probability 0738613 0.009383 0.000001 0562745 0.313921
Sum 134.5549 21.73498 2451845 24.84615 2422328
Sum Sy Dev. [.318250 0.140483 0085214 0017643 0115655
Observations 13 13 13 13 13

Source: author calculation using Eviews 5

Table 4: Descriptive statistics for Romania — Calculations based on table 2

FISCAL | GOWERNMENT |MOMETARY | FINAMCIAL
ROMANIA 0P FREEDOM | SPENDING FREEDO FREEDOM
tlean 1093514 1 B78936 1 818705 1.7794R2 1 670930
Median 10.99012 1932474 1838219 1.523474 1.698970
Mlazxirnum 11.27875 1.942008 1901453 1.676061 1.778151
Minimum 10.60907 1.760422 1741152 1.680925 1477121
Std. Dev. ().220598 0.070485 0.043117 0104231 0.083733
Skewness 0143955 [ 0541924 029657 -0.763352 -1.627175
Kurtosis 161779 1.736457 1950822 2122180 4310762
Jargue-Bera 1079747 1602418 1598153 1.679920 5667317
Probahility [1.602822 0471796 0741501 0431728 0.035662
Sum 1421568 24 42616 2364317 2313287 21.72209
Sum Sg. Dey. [1.653964 0.059618 0027783 0130369 0.094482
Dhservations 13 13 13 13 13

Source: author calculation using Eviews 5

The analysis of the correlation matrix reveals the intensity of the existing links between
the dependent and the independent variable. Table no. 3 highlights the links between the GDP
and the four independent variables of the model.

Table 5: Matrix of the correlations — Lithuania
FISCAL |GOVERNMENT| MONETARY | FINANCIAL
LITHUANIA GOP |FREEDOM| SPENDING | FREEDOM | FREEDOM

GOP omi -
FISCALFREEDOM | (0787833 1.000000 :
GOVERNMENT SPENDING |-0.181570] 0509324 | 1.000000 :
MONETARY FREEDOM  |[0.3180%) 0056303 | 0037%1 | 1000000
FINANCIAL FREEDOM | 0b%0dD) 0550086 | 0220130 | 012047 | 1000000

Source: author calculation using Eviews 5
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Table 6: Matrix of the correlations — Romania

FISCAL | GOVERNMENT] MONETARY | FINANCIAL
ROMANIA GOP | FREEDOM| SPENDING | FREEDOM | FREEDOM

GOP 1o -
FICALFREEDOM | 0536246 1.000000 :
GOVERNMENT SPENDING |-0.288010] 0.264140 | 1.000000 -
MONETARY FREEDOM [ 0347131) 0564374 | 0199483 | 1000000 :
FINANCIAL FREEDOM | 0.5816%6| Dff5dib | 0097618 | 0532241 | 1000000

Source: author calculation using Eviews 5

The correlation of the dependent variable GDP with the independent variables included in
the model reveals that Lithuania has a strong intensity in the case of the independent variable
fiscal freedom, a moderate intensity in the case of financial freedom, and weak ties with the
variable monetary freedom and insignificant ties with government spending.

Regarding Romania, the links are more intense. There is a strong link between the GDP
and fiscal freedom and between the GDP and monetary freedom, a link of medium intensity
with financial freedom and a weak link with government spending.

The regression equations resulting from the application of the model using Eviews 5 are:

GDP =1.37*FF+0.62*GS -1.70*MF + 0.28*FIN F + 9.59 in the case of Lithuania (9)

GDP=0.94*FF-0.37*GS+1.39*MF- 0.07*FIN F + 7.50 in the case of Romania (10)

Table 7: The regression equation — the case of Lithuania

Yatiahle Coeficient  Std. Eror t-Statistic Prah.

FISCAL_FREEDOM 1371606 0.403781  3.396804  0.0094
GOWERMMENT_SPENDING 0626976  0.433376  1.445058  0.1864
MOMETARY_FREEDOM 1701218 0467532 -3.638332  0.0066
FINAMCIAL_FREEDOM 0285652 0369371 0773349 04616

C 9593835 1286970 7632512 0.0001
R-sguared 0.904459  Mean dependent war 10.35035
Adjusted R-squared 0.856689  3.0. dependent var 0.1626852
S.E. of regression 0.061650  Akaike info criterion -2.450953
Sum sguared resid 0.030406  Schwarz criterion -2.233670
Log likelihood 2093123 F-statistic 18.93344
Durbin-YWatson stat 1.321231  Prob(F-statistic) [0.000385

Source: author calculation using Eviews 5

Table 8: The regression equation — the case of Romania

“Wariable Coefficient  Std. Error t-Statistic Proh.

FISCAL_FREEDOM 0842556 1303490 0723102 0.4902
GOVERMMENT _SPENDING -0.379854 0404335 -0.752706  0.4732
MOMETARY_FREEDOM  1.324385  0.848430 1644075  0.1388
FinaMCIAL FREEDOM  -0.079467 0329940 -0.240352  0.8157

C 7005128 1557024 AB2MMY5 0.0013
R-sguared 0.913032  Mean dependent var 10.93514
Adjusted R-squared 0.86955% 3.0, dependent var 0220595
S.E. of regressian 0.079673  Akaike info criterion -1.938057
Sum squared resid 0.0507582  Schwarz criterion -1.720763
Laog likelihood 1759737 F-statistic 2099852
Durbin-YWatson stat 1.317974  Prob(F-statistic) 0.000266

Source: author calculation using Eviews 5
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These show the impact of each independent variable on the GDP dependent variable.

Step 4 Interpretation of the results obtained at step 3

It appears that in the case of Lithuania and Romania, the coefficient of determination (R
-squared ) is higher than 90% (90.44 % in the case of Lithuania and 91.30% in the case of
Romania) and adjusted R-squared is 85.66%, respectively 86.95%, so the phenomenon is
explained by the regression equations in a very high percentage. In this context, the sample
and the variables can be considered representative in making the analysis. In both cases Prob
(F — statistic) is lower than 5%, so the regression model is statistically valid.

The interpretation of the coefficients of the regression equations indicate that the
modification with one unit of the values of the independent variables produce different effects
in the case of the two countries.

In the case of Lithuania, the increase with one unit of the fiscal freedom produces an
increase of the GDP with 1.37 units, while in the case of Romania it produces an increase of
only 0.94 units. The modification with one unit of government spending is in the same
direction in the case of Lithuania (0.62 units), while Romania produces a change in the
opposite direction by 0.37 units.

Monetary Freedom produces different effects in the case of the two countries. In the
case of Lithuania, the modification produces effects in a different way with an amplitude of
1.7 units, while in the case of Romania, the change produced is in the same direction with an
intensity of 1.39 units. A different aspect is observed in the case of financial policies. Their
impact produces reverse effects for Romania (0.07 units) while in the case of Lithuania it
produces effects in the same direction with a higher intensity (0.28 units).

4. Conclusions

The research carried out shows that the independent variables that compose the model
greatly influence the economic growth in the two countries under analysis (the phenomenon is
explained in greater proportion of 90 % of the four dependent variables). They found
correlations and different influences of the analyzed determinants on the economic growth.
For both countries, the fiscal policies play an important role in stimulating the economic
growth. The effects produced by these policies indicate a higher GDP growth for Lithuania as
compared to Romania. However, in Romania, this factor is more strongly correlated with the
growth of the GDP than in Lithuania. This is explained as a consequence of the fact that
Lithuania has a fiscal system more stable than in Romania, with a lower overall tax. If in
Romania the tax system were more coherent, it would achieve a fiscal relaxation especially in
the taxation of labor and the GDP could grow faster than in the case of Lithuania. The
government spending in both countries indicates negative correlations. They are insignificant
in the case of Lithuania, while in the case of Romania they show a weak link. The increase of
public spending in the case of Lithuania leads to an increase of the GDP, while in the case of
Romania it leads to a lower GDP. The explanations are many, but the way in which funds are
spent, the efficiency of these have a significant impact on the GDP. Lithuania compared to
Romania is a better administrator of the public funds, as they have a higher efficiency. In
Romania the inefficient administration of public funds and public investments creates a
negative impact on investor’s perception and consequently on the GDP.

Regarding the monetary policies, we observe that in Lithuania there is a correlation with
low intensity of the GDP, compared to Romania, where the correlation is 94.7 %. The effects
produced by price stability over the economic growth are contrary. In the case of Lithuania,
the decrease of inflation leads to a real economic growth. In January 2007 — July 2008 there
has been a substantial increase in the inflation rate from 4% to over 12%. In this context, the
economic growth was affected in real terms. In Romania, price stability was higher, the
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inflation rate exceeding 6 %, decreasing from one year to another. According to the model, in
Romania, the increase of inflation leads to the growth of the GDP in nominal terms.

Between the financial policies and the GDP in both countries, the correlations present
medium intensities. The modifications generated by the access to finance, the degree of
independence of the central bank to banks produce relatively small changes in both the case of
Lithuania and in the case of Romania. The difference lies in the meaning of these changes.
The financial index Freedom, higher in the case of Lithuania, led to an increase of the GDP,
while in Romania the effects are on the contrary.

The conducted research shows that between the GDP and fiscal freedom, government
spending, monetary freedom and financial freedom) there is a strong connection, the four factors
representing determinants of the economic growth. It is also emphasized the different nature of
the influences from one country to another. The final conclusion drawn from the research
indicates that the more stable and favorable to investment is the tax system, the higher is the
impact on the economic growth in the positive way. The increase of government spending does
not necessarily mean an increase in the GDP implicitly. If the efficiency of this public expenditure
is high, the effect on the GDP is positive. If, on the contrary, the public expenditure increases and
the efficiency are low, the GDP has a negative impact. In terms of monetary and financial
policies, their improvement produces positive effects on the GDP in real terms.

Bibliography:

1. Auerbach A., Hassett K. and Oliner S. (1994). ,,Reassessing the social returns to equipment
investment”, Quarterly Journal of Economics, 109, 789-802

2. Barro, J. R. (1999). Determinants of Economic Growth: Implications of the Global Evidence
for Chile, Cuademos de Economia, ano 36, No. 107, pp. 443 - 478

3. Barro, J. Robert. (2003). Determinants of Economic Growth in a Panel of Countries, Annals
of Economics and Finance, No. 4, 231-274 (2003)

4. Barro, R. J. and X. Sala-i-Martin. (1995). Economic Growth. MIT Press, Cambridge MA.

5. Barro, R. J.(1991). Economic growth in a cross section of countries. Quarterly Journal of
Economics May, 407-443.

6. Barro, R. J.(2000) Inequality and growth in a panel of countries. Journal of Economic
Growth March, 5-32

7. Benhabib J. and Spiegel M. (1994). , The Role of Human Capital in Economic
Development: Evidence from Aggregate Cross-Country Data”, Journal of Monetary
Economics, 34, 143-173.

8. Borensztein E., De Gregorio J. and Lee J. (1998). “How does Foreign Direct Investment
affect Economic Growth?”, Journal of International Economics, 45, 115-135.

9. Boulding, K.E. (1953). The Organizational Revolution: A Study in the Ethics of Economic
Organization. New York: Harper and Brothers.

10. Bruneckiene, J. and Paltanaviciene, D. (2012). Measurament of Export Competitiveness of Baltic
States by Composite Index. Inzinerine Economika — Enginnering Economics, 23(1), 50 — 62

11. Clark, C.(1947). The conditions of economic progress.Third Edition. London: Macmillan
and Co.Ltd.

12. DeLong, J. B. and L.H. Summers. (1991). Equipment investment and economic growth.
Quarterly Journal of Economics May, 445-502.

13. Easterly, William and Sergio Rebelo. (1993).,,Fiscal Policyand Economic Growth: An
Empirical Investigation”, Journal of Monetary Economics, 32, 3 (December), 417 -535

14. Hall R. and Jones C. (1998). "Why do Some Countries Produce so Much More Output than
Others?" The Quarterly Journal of Economics, 114,1,83-116

15. Hanushek E. and Kimko D. (2000), “Shooling, Labor-Force Quality, and the Growth of
Nations” American Economic Review, 90, 1184-1200

16. Heritage Organization. (2013). Index of economic freedom
http://www.heritage.org/index/book/methodology accessed December 09 2013

14



17.

18.
19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.
31.

32.

33.
34.

35.

36.

37.

38.

39.

40.

41.

Hermes N., Lensink, R. (2000), ,,Foreign direct investment, financial development and
economic growth”, Journal of development studies, 40,1, 142-163.

Hicks, J.R. (1956). A Revision of Demand Theory. Oxford: University Press.

Keynes, J.M. (2009).Teoria generala a ocuparii fortei de munca, a dobanzii si a banilor,
Bucuresti:Editura Publica.

Khan, M, and Kumar, M. (1997) Public and private investment and the growth process in
developing countries, Oxford Bulletin of Economics and Statistics, 59, 69-88.

Knack, S. and P. Keefer (1995) Institutions and economic performance: Cross-country tests
using alternative institutional measures. Economics and Politics 7, 207-227.

Knight, Malcolm, Norman Loayza, Delano ViUanueva. (1993). ,,Testing theNeoclassical
Theory of Economic Growth,” IMF Staff Papers, 40, 3 (September), 512-541.

Kormendi R. and Meguire, P. (1985), ,,Macroeconomic determinants of growth: cross-
country evidence”, Journal of Monetary Economics, 16, 4, 141-63.

Krueger A. and Lindhal M. (2001). ,,Education for Growth: Why and For Whom?” Journal
of Economic Literature 39(4), 1101-36.

Lensink W. and Morrissey O. (2006), ,,Foreign Direct Investment: Flows, Volatility and the
Impact on Growth”, Review of International Economics, 14, 3, 478-493.

Levine, R. and S. Zervos. (1993). Looking at Facts: What We know about Policy and
Growth from Cross-Country Analysis. World Bank Policy Research Papers, WPS 1115.
Levine, R. and D.Renelt.(1992). A Sensitivity Analysis of Cross-Country Growth
Regressions. American Economic Review, 82(4), pp. 942-963.

Lucas, R.(1988). On the Mechanics of Economic Develompent. Journal of Monetary
Economics no.22, pp.3-42.

Mankiw, N. G., D. Romer, and D.N. Weil.(1992). A contribution to the empirics of
economic growth. Quarterly Journal of Economics 107,2, 407-437.

Marshall, A. (1890).Principles of Economics. Vol.I. London: Macmillan and Company.
Moudatsou, A. (2003). Foreign direct investment and economic growth in the European
Union, Journal of Economic Integration, 18(4), 689-707.

Podrecca E. and Carmeci G. (2001). ,,Fixed Investment and Economic Growth: New results
on Causality.” Applied Economics 33, 177-182.

Pritchett L. (2001). ,,Where has all the education gone?”” World Bank Economic Review, 15, 367-91.
Rodrik D. (2000). ,Institutions for High-quality Growth: What they are and How to
Acquire them”, Studies in Comparative International Development, 35, 3-31.

Romer, P. M.(1990). Endogenous technological change. Journal of Political Economy
October, part II, S71-S102.

Romer, P.(1994). The Origins of Endogenous Growth. Journal of Economic Perspectives,
Volume 8, Number 1, Winter, pp.3-22.

Solow, R. M. (1956). A Contribution to the Theory of Economic Growth. Quarterly Journal
of Economics, February, pp. 65-94.

Topel R. (1999). ,Labor Markets and Economic Growth,” in Handbook of Labor
Economics, ed. By O. Ashenfelter, and D. Card. Amsterdam: Elsevier, 2943-2984.

Ulku H.(2004). ,,R&D Innovation and Economic Growth: An Empirical Analysis”, IMF
Working Paper 185.

Willa Boots J. Tolo. (2011). The Determinants of Economic Growth in the Philippines: A
New Look. International Monetary Fund

Zhang, H. (1999). FDI and economic growth: evidence from ten East Asian Economies,
Economia Internationale, 7(4), 17-535.

15



