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Abstract 

 

The consolidation and increase in the efficiency of economies is today a priority objective, both 
at the world level and especially at a European level. But meeting it depends, however, on the 
nature, size and direction of the influences generated by a whole set of factors. Nevertheless, 
significant restrictions and advantages come from the way in which financial resources are 
attracted and used in national economies. 
 
This paper aims to study the relationships established between the way in which the need for 
financial resources of the national economies is covered and their performance, reflected 
through the evolution of the GDP. In this sense, using the financial information available for 
European countries, provided by EUROSTAT, OECD and the WB, the connections established 
between the characteristics of the European financial system (bank loans, market 
capitalization, loans from private and public bonds) and economic growth are identified and 
analyzed. This article introduces into the analysis the impact of the investments made in 
economy, as a source that generates added value, on economic growth. Making a profile of 
economic effectiveness at a European level (according to the level of financial resources 
attracted through bank loans, of those drawn through the capital market, and to the size of 
investments made in economy) allows a punctual evaluation of it, providing clues for any 
possible strategic corrections. In order to obtain the results of the research, the following tools 
have been used: the ratio technique, the multiple linear regression analysis and the multiple 
correspondences factor analysis. The data was processed using the SPSS 19 software. 
 
Keywords: financial systems, economic growth, financial structure, multiple regression 
analysis. 
______________________________________________________________________________________________________________ 
 

Introduction  

 
During the last years, the world’s economy 
seems to have been revealing its limitations 
in what concerns its effectiveness and 
growth, as it has been confronted with 
significant slips caused both by its 
structural problems and by the 
controversial social, investment and 
financial policies applied in the states of the 
Globe. In the attempt to overcome the 
prolonged period of instability and to 
reestablish the ascending trend of 
economic growth, a detailed analysis of the 
triggers of this state of fact can be 
identified as necessary. 

Initially started as a financial crisis, the 
current economic depression imposes, in 
order to find ways for comeback, a detailed 
analysis of the accumulation and 
distribution of the creation and 
compensation process of the financial 
resources used both in the private sector 
and especially in the public field. In order 
to limit the effects of the slip of the financial 
markets, numerous states have transferred 
the impediments in this area at the 
economic-social level. They have thus 
assumed major vulnerabilities of budgetary 
balances and significant limitations in what 
concerns future economic strategies, as 
well as the occurrence of a crisis of 
sovereign debt. Real economy has fully felt 
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these effects, promptly reacting through a 
contradiction of the economic activity 
whose cause as well as effect is a 
diminution of consumption, with dramatic 
effects on economic growth and eventually 
on the standard of living of the population. 
 
This paper aims to study the relationships 
established between the coverage of the 
necessary financial resources specific to 
national economies and their performance, 
reflected through the evolution of the GDP. 
 
The Role of Financial Systems in 

Rendering National Economies More 

Effective 

 

In this gloomy context, the states of the 
world have been affected differently by 
these slips of the entire spectrum through 
which economy can be regarded. A possible 
explanation of this situation can be 
provided by the manner in which the 
funding needs in the internal economies 
can be covered, respectively by the 
typology of the financial system owned. 
The financial system plays a crucial role in 
the accumulation and mediation of 
economies (savings), in reducing risks and 
in providing a safe distribution of these 
resources to the productive sector (Ang, 
2008). 
 

Concerns with proving this connection 
could have been  met ever since the 1960s, 
when Goldsmith (1969) reveals, using 
variables specific to 35 countries in a 
comparative analysis,  a positive relation 
between the financial sector and economic 
growth (Arestis, 2005). The 1990s provide 
a rich empirical literature that signals the 
importance of the development of the 
financial sector for economic growth 
(Rousseau & Wachtel, 2011). The 
benchmark in this area of the relation 
between economic growth and the financial 
sector is adjudicated by King & Levine 
(1993) who, based on a sample of 80 
countries, establish a significant and 
positive relation between the initial 
financial conditions characteristic to them 
and the subsequent evolution of the gross 
domestic product per inhabitant. 
Confirmations of these relations are also 
provided by the studies performed by Atje 

& Jovanovic (1993), Demirguc-Kunt & 
Maksimovic (1998) and Levine & Zervos 
(1998). 
 
The specificity of the financial systems, the 
dimensions and role of the various 
institutions that shape them, and their 
correlation with the evolution of the 
performance of economies have 
represented subjects of debate for 
numerous authors, such as Allen &Galle 
(2001), Beck & Levine (2002), Ergungor 
(2004), Levine (2002; 2005) and 
Champonnois (2006).  
 
The characteristics of the financial system 
influence the development of the national 
economic process, providing various 
abilities of response and adaptation to the 
changes that occur within it. Therefore, a 
financial system based on banks can be 
considered rigid, because of its limited 
ability to meet the current demands of the 
economic space (the granted credits 
preserve their destinations for the entire 
duration of their action), as well as because 
of its capacity to meet the demands from 
entities that are in an intermediate state of 
development, and not of those in the 
launching phase, thus limiting their ability 
to renew and reinvent the economy. One of 
the advantages that can be stressed is the 
prudence signal transmitted by this 
significantly regulated system on the 
economy. Ang (2008) notices the tendency 
of this system to provide economic growth 
in a time interval correlated with the term 
for which banks grant loans. Gimet & 
Lagoarde-Segot (2011) state that when the 
financial system is based on the financial 
resources provided by banks, the financial 
policy must try to intensify the inter-
banking competition, develop prudential 
measures at a macroeconomic level, and 
promote the development of the stock 
market. Actually, Halkos & Trigoni (2010), 
in their study of the relationship between 
the development of the financial systems 
and economic effectiveness, notice that an 
oversized banking system can have a 
negative effect on the economic results.  
 
The financial system based on obtaining 
financial resources mainly from the capital 
market corresponds to the economic 



3 Communications of the IBIMA 

spaces where the degree of business 
renewal is high and the investment risks 
are easy to accept. Tharavanij (2007) notes 
that the development of capital markets 
reduces the financial fragility of the 
economies, protecting them from any 
possible slips. This fact is due, on the one 
hand, to the superior maturity present at 
the level of financial brokerage provided by 
this space, and on the other hand, to the 
markets’ ability to insure increased 
liquidity of the assets and a decrease of any 
negative impact regarding price, generated 
by their sales. In the same direction, Wong 
& Zhou (2011) claim that the development 
of the economic market is a key factor that 
determines the generation of economic 
growth at a national level, irrespective of 
the type of financial system, the 
development stage, or the economic 
system. 
 
However, the increased volatility of these 
markets, determined by the significant 
sensitiveness to any socio-economic 
stimulus, may cause incoherence at the 
level of the investment policies, both in the 
private and in the public area. 
 
The debates concerning the effectiveness of 
the two financial systems in the generation 
of economic development have been 
treated in extended researches. Numerous 
empirical studies (Demirguc-Kunt & 
Maksimovic, 2002; Levine, 2002, etc.) made 
at an international level have shown the 
existence of a strong connection between 
the development of the financial system 
and economic growth, irrespective of 
whether the national financial system was 
oriented towards the banking branch or 
towards the capital markets (Ang, 2008).  
 
An interesting analysis of the relationship 
between the financial structure and 
economic growth is made by Luintel et al. 
(2008), who examines this connection from 
the perspective of the theories confronted 
within the funding effort. They involve in 
the debate about, besides theoretical 
references concerning the orientation of 
the funding policies towards the capital 
market or towards banks, theories of 
financial services and of the degree of legal 
regulation.  

Although the two major financial systems 
that characterize the funding process of the 
world’s economy imply covering a large 
array of risks generated by the specificity 
of the economic spaces they support, the 
occurrence of global financial crisis periods 
proves the existence of system problems in 
this field. Actually, the most important slips 
have been generated by the “prudential” 
banking sector helped by the “adaptable” 
capital markets. 
 
Financial Integration – An Effect of the 

Globalization Process 

 

With the extension of the globalization 
process, the free flow of capital in 
international markets has generated a 
significant integration of the accumulation 
and distribution instruments of the 
financial resources, determining a 
stumping of the characteristics of financial 
systems. This phenomenon increases the 
availability of funds for defective agents, 
relaxing the constraints concerning 
consumptions and investments, and 
provides the conditions improved by the 
capitalization of the resources placed by 
the investors. Private, public, economic or 
administrative entities may attract or place 
their financial resources both in national 
and in international markets. 
 
The companies’ listing on several stock 
markets or accessing credits from financial-
banking bodies outside the national area 
provides increased visibility and 
transparence, contributing to rendering 
their activities more effective and 
developed. Also, financial integration 
reduces the impact of regional shocks on 
domestic consumption and minimizes the 
risks on international and local markets 
(Fecht, Grüner, & Hartmann, 2008), thus 
contributing to making them more 
disciplined and to the elimination of the 
inefficient sectors. Due to the 
diversification and multiplication of the 
funding sources, public and private 
defective agents may benefit from a 
reduction in the cost of capital, as well as 
from a relaxation of the restrictions 
concerning guarantees and payability 
terms. 
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Financial integration plays an important 
role in encouraging institutional 
development, so that financial markets 
would be able to fulfill a crucial function, to 
deliver the capital to the most profitable 
users, which is the key to economic growth 
and to reducing poverty. However, 
although this phenomenon is an important 
way of creating goods, must be also 
mentioned its negative role, which consists 
in facilitating the transmission of shocks 
and of various categories of crises, because 
of the strong interconnections established 
at the level of national economies (Mishkin, 
2007). Also, this liberalization of the capital 
flows may represent a restriction of the 
access to financial services, both for the 
poor population and for the middle class 
(Beck & Demirguc-Kunt, 2008), as financial 
resources are exclusively placed according 
to maximum effectiveness criteria.  
 
Loayza & Ranciere (2006) notice the 
different meaning of the influences exerted 
by financial integration on economic 
growth. If, on the short run, the 
globalization of financial markets exerts a 
negative impact, on the long run it is an 
important factor for development.  
 
In supporting the idea that economic 
growth depends on the development of the 
financial sector and not on the specificity of 
the financial system, there also come the 
concepts of the growth theory. It considers 
that the increase of the added value in 
economy is influenced by the financial area 
through two channels: that of capital 
accumulation and that of productivity. The 
former channel is focused on the ability of 
the financial sector to meet the need for 
financial resources by mobilizing the 
economies, and the latter channel is the 
qualitative dimension, of placing the funds 
into efficient investment projects that 
would generate economic growth (Ang, 
2008). 
 
Methodology of the Research 

 
In the context of financial integration, the 
present paper aims, first of all, to identify 
and analyze the connections established 
between the funding policy and the results 
of the national economic activity, reflected 

through the dynamics of the GDP. Second, it 
is the intention of this article to point out a 
profile of economic effectiveness according 
to the level of financial resources attracted 
through bank loans and the capital market, 
and according to the dimension of the 
investments made in economy. In order to 
compare the data, the analyzed variables 
have been related to the national 
dimension of the GDP. 
 
This article assumes an empirical nature 
and uses mainly quantitative analyses in 
order to test the suggested work 
hypotheses through a deductive-inductive 
process. 
 
Tested Work Hypotheses 

 

In order to meet the research objectives 
and in accordance with the current stage of 
knowledge in the approached field, the 
researchers aim to test the following 
hypotheses: 
 
H1: The specificity of the funding policy 
characteristic to European states (bank 
loans, market capitalization, private and 
public bond loans) and the level of the 
investments made determines the dynamics 
of the added value in economy (economic 
growth).  
 

H2: It is possible to identify a profile of 
economic effectiveness according to the level 
of financial resources attracted through 
bank loans, of those drawn from the capital 
market, and to the dimension of the 
investments made in economy. 
 

Target Population, Data and Work 

Methods 

 

This study focuses on European economies, 
both within the EU and outside it. The data 
sources are represented by the 
international bodies largely involved in the 
evolution of the regional and global 
economy, respectively: EUROSTAT, OECD 
and WB. The economic information used 
comes from national reports and concerns 
the fiscal years 2008 - 2009, for the factor 
dimension of the analyses (the funding and 
investment policy), respectively 2009 - 
2010 for the resulting policy (economic 
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growth). The sample structure and the 
values associated to the analyzed variables 
are synthesized in Annex 1. 
 
In the present research, data analysis 
methods specific to financial and statistic 
analysis, was used, such as: the ratio 
analysis, the multiple linear regression 
analysis and the multiple correspondences 
factor analysis. 
 
Ratio analysis is an analysis method 
consisting in computing and interpreting 
indexes determined by reporting positions 
or aggregates in the financial statements 
corresponding to the same fiscal year 
(Mironiuc, 2009). 
 
The multiple linear regression analysis is 
used to study the influence of the financial 
policies adopted by the European states to 
cover the funding needs generated by their 
own economies and of the dimension of the 
stable investments on economic growth. 
This method implies quantifying the mean 
variation of the predictive characteristic 
(Y) under the effect of the modification of 
the independent variables (Xi). The general 
mathematic expression is synthesized by 
the relation Y = β0 + β1X1 + …..+ βnXn + ε, 
where: Y is the dependent variable, Xi, 
i=1..n, are explanatory variables, β1 is a 

constant that expresses the mean value of Y 
when X1..Xn=0, and β1.. βn are the 
regression coefficients that show the mean 
variation of the predictor for a modification 
by a one unit of the independent variable 
(Gujarati, 2004). 
 
In order to validate the work hypotheses, 
the researchers aim to test the following 
linear regression models: 
 

• Economic growth2010 = f(Financial 
structure2009) 

 
• Economic growth2010 = f(Stable 

investments2009) 
 
• Economic growth2010 = f(Financial 

structure2009; Stable investments2009) 
 
The multiple correspondences factor 
analysis used to point out a profile of 
economic effectiveness according to the 
level of financial resources attracted 
through bank loans to those drawn through 
the capital market and to the dimension of 
the investments made in economy is an 
analysis method of the relationships 
established in a series of category variables 
(Abdi & Valentin, 2007). Jaba & Robu 
(2011) state that this method synthesizes 
the initial information through the study of 
the associations between the variables 
stressed through a dispersion diagram 
built on a system of factor axes ranked in 
descending order, according to their 
importance in explaining the total variance 
of the point cloud. 
 
In order to analyze the data through the 
suggested methods, the work instrument 
used was the SPSS 19.00 software. 
 
Analyzed Variables 
 

In the analysis of the considered 
phenomenon, in order to validate the work 
hypotheses and to meet the objectives of 
the research, a series of quantitative 
variables have been used, both of type 
result (predictor), and of type factor 
(independent). They are synthesized in 
Table no. 1. 
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Table No. 1.  Analyzed Variables 

 

No. 
Variable  Computing method Meaning 

1 Ec_grw (GDPt/GDPt-1)*100-100 Economic growth  

Financial structure 

2 Bcre 
(Crdb/PIB*100): Bank credits, total 

economy/Gross domestic product*100 

Bank credits ratio, total 

economy 

2.1 Bcrpr 
(Crdb_pr/PIB*100): Bank credits, private sector 
/ Gross domestic product *100 

Bank credits ratio, private 
sector 

2.2 Bcrpl 
(Crdb_pl/PIB*100): Bank credits, governmental 
sector/ Gross domestic product *100 

Bank credits ratio, 
governmental sector  

3 MC 
(CB/PIB*100): Market capitalization/ Gross 

domestic product *100 
Market capitalization 

4 Lrbie 
(ImOe/PIB*100): Bond issue loans, total 

economy/ Gross domestic product *100 

Loan ratio in the bonds 

issue, total economy 

4.1 Lrbipr 
(ImOpr/PIB*100): Loans from private bonds/ 
Gross domestic product *100 

Loan ratio in private bonds 

4.2 Lrbipl 
(ImpOpl/PIB*100): Loans from governmental 
bonds / Gross domestic product *100 

Loan ratio in governmental 
bonds 

Stable investments 

5 Invest. 
(Inv/PIB*100): Investments/ Gross domestic 

product *100 

Stable investments ratio in 

the economy 
(Source: own processing) 

 

In order to obtain the category variables 
used  to stress out the profile of the 
economic effectiveness, it is necessary to 
discretize the factors subject to the analysis 

(financial resources drawn through bank 

loans, those attracted through the capital 
market, and the dimension of the 
investments made in economy) (Jaba & 
Grama, 2004).  

 
Table No. 2. Category Variables  

 

Symbol Meaning Calculus of the intervals 

Ctg_Ec_grw Economic growth 
discretized variable  

(-∞;-0,75) – Economic decline; [-0,75; 0.75) -  
Economic stagnation; [0.75; +∞) – Economic 
growth 

Ctg_Inv Investments – discretized 
variable 

[0; 18,13) – Low inv.; [18,13; 21,73) - Average inv.; 
[21,73; +∞) – High inv. 

Ctg_MC Market capitalization – 
discretized variable 

[0; 25,04) – Low MC_ ; [25,04; 66,44) - Average 
MC; [66,44; +∞) - High MC 

Ctg_Bcr Bank credits ratio - 
discretized variable 

[0; 133.49) – Low Bcr; [133.49; 397.49) -  Average 
Bcr; [397,49; +∞) -  High Bcr 

(Source: own processing) 

 
In order to determine the specific intervals 
to the category variables for economic 
effectiveness, variables characteristic to its 
evolution have been taken into 
consideration, and in the case of 
complementary variables, the mean (m) 
and mean square deviation (σ) have been 
considered. The resulting category 
variables are presented in Table 2. 
 

Obtained Results and Their 

Interpretation 

 

Meant to build a holistic image of the 
studied phenomenon, the descriptive 
analysis offers, in many situations, a 
consistent support in choosing and 
establishing the depth of the methods used 
in the research. 
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In this sense, from the data synthesized in 
Table 3 for 2010, noticed is a slight 
economic revival, reflected by the average 
dimension of economic growth at a 
European level (1.65%), a measure 

influenced, however, by the high degree of 
value dispersion (2.4%). This stresses a 
differentiated comeback of the European 
countries after the economic decline 
recorded in 2009.  

 
Table No. 3.  Descriptive Statistics 

 

 N Mean Std. Deviation 
Ec_grw 34 1.6500 2.40028 

MC 34 45.7453 41.43737 
Bcre 29 220.5407 98.78426 

Bcrpr 34 102.8903 48.69406 
Bcrpl 31 13.2829 9.57130 
Lrbie 30 150.9397 177.16490 

Lrbipr 30 10.7263 10.66184 
Lrbipl 30 46.8403 28.86296 
Invest 34 20.0321 3.82775 

Valid N (listwise) 29   
                           (Source: own processing in SPSS 19.0) 

 
The funding needs recorded at the level of 
the regional economy are mainly covered 
through the borrowed resources. In 
relation to the size of the national GDP, the 
bank credits attracted represent 220.54%, 
loans from bonds emissions are 150.93% 
and only 45.74% corresponds to resources 
collected from the stock market. The 
researchers can therefore notice a low 
financial integration of the European 
financial market, as the features of the old 
continental financial system are still 
present. Actually, by analyzing the 
structure of the financial policy in depth, 
the researchers can note the distribution of 
the categories of the drawn financial 
resources according to the countries’ 
belonging to the traditional financial 
systems. Countries such as: Great Britain, 
Sweden, Switzerland, or Denmark, have a 
high rate of resources attracted from the 
capital market, a phenomenon 
characteristic to the Anglo-Saxon financial 
system, while Germany, Austria, or France 
remain faithful to the continental system, 
whose representatives prefer funding 
through bank loans. The structure of the 
funding sources of Central and Eastern 
European economies are specific to the 
continental system. This situation is 
generated, in the reseachers’ opinion, by 
the development stage of each country, as a 
developing economy finds it difficult to 

create a functional capital market, and it is 
hard for companies to meet the necessary 
conditions for being listed in stock 
exchanges, as well as because of the strong 
resistance to change and liberalization that 
characterizes these areas. 
 
Although significant as average at a 
European level (150.93%), the ratio of 
loans from bond issues presents a 
significant dispersion of its values. This is 
mainly due to the various degree of 
development of the stock exchanges and to 
their unbalanced distribution in the studied 
geographical area. 
 
By analyzing sequentially, under the 
perspective of the appellants of financial 
resources, the researchers can notice a 
preference of the private sector (non-
financial companies) for bank credits 
(102.89%), while bonds issue is a solution 
mainly used by the governmental sector 
(46.84%). This is probably the effect of the 
numerous bonds issues made by the 
European countries, during the last years, 
in order to cover budgetary deficits. In 
what concerns the destination of the 
resources attracted into the economy, the 
study reveals that the investments in fixed 
capital are 20.03% of the mean value of the 
European GDP, and this is the most 
normally distributed variable around the 
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mean. It is still imperative We still have to 
analyze the usefulness of these investments 
and the effectiveness of their capitalization 
in the effort to increase the added value in 
the economy. 
 
In order to test H1, the study details, 
through the regression analysis, the 
connections and influences established 
between economic growth and the various 
sets of independent variables that 
characterize the funding and investment 
policies of the European states. In this 
sense, the first model (I) studies the 

influence of stable investments on the 
considered predictor, and the second 
mathematical relation (II) shows the effect 
of the financial policy, at the level of the 
economy, on the former. Then, the two 
dimensions are introduced simultaneously 
into the analysis, followed by a detailed 
analysis through the involvement of the 
factors that reflect the funding of the 
private and governmental sectors (III; IV). 
The results synthesized in Table 4 reflect 
various connections and influences 
between the variables subject to research.  

 
Table No. 4 Multiple Regression Analysis of the Economic Growth Relation – Funding 

Policy and Resource Destination  

 

 Independent variables                           Dependent variable – LnEconomic growth 

 I II III IV 

Stable investments ratio -0.093 
(0.014) 

 -0.130 
(0.009) 

-0.117 
(0.028) 

Market capitalization  0.006 
(0.130) 

0.005 
(0.175) 

0.001 
(0.892) 

Ln Loan ratio from bonds, 

total economy 

 0.243 
(0.171) 

0.039 
(0.811) 

 

Ln Bank credits ratio, total 
economy 

 -0.923 
(0.026) 

-0.926 
(0.010) 

 

Bank credits ratio, private 

sector 

   -0.005 
(0.127) 

Ln Bank credits ratio, 

governmental sector  

   -0.150 
(0.506) 

Ln Loan ratio from prívate 

bonds  

   0.147 
(0.290) 

Loan ratio from public bonds    -0.002 
(0.688) 

R2 0.219 0.281 0.514 0.437 

SIG (model) 0.014 0.092 0.009 0.094 
(Source: own processing in SPSS 19.0) 
Note: Regression coefficients are presented with the associated sig. values in parentheses. The independent variables are 
expressed as ratios in the dimension of the GDP. In processing the data, a risk of 5% was taken into account, concerning the 
degree of significance of the results.  

 
Therefore, in case I, it can be noticed that 
21.9% of the mean economic growth is due 
to the influence of the ratio of stable 
investments, and the difference is 
represented by the contribution of random 
factors. For an increase by one percentage 
unit of the factor, economic growth will 
diminish on the average by 0.093%. This 
intriguing situation, from the point of view 
of economic doctrine, can be accounted by 
unproductive investments made at a 
European level, which do not actually 

contribute to creating added value. Model II 
explains 28.1% of the variance of the 
predictor through the structure of the 
financial resources in European economies. 
This points out the fact that if the other 
factors remain constant, an increase by one 
unit of market capitalization will determine 
an average increase of economic 
effectiveness of 0.006%. In the same 
conditions of stability of the 
complementary variables and a degree of 
certainty of 82.9%, an increase by one unit 
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of the ratio of loans from bonds generates 
an increase of the dependent variable, on 
the average, by 0.243%. Accepting a risk of 
5%, it can be stated that an increase by one 
unit of the bank credit ratio will generate a 
mean decrease of economic effectiveness of 
0.923%. From this mathematical relation, 
noticed is the opportunity to attract 
financial resources from the capital 
markets (low costs and risks) and the 
negative effect of increasing the volume of 
bank credits on the performance of 
economies. 
 

Model III analyzes the simultaneous 
influence of the two dimensions, the 
financial and the investment one, justifying 
the fact that economic results depend on 
their combined action. The obtained results 
support, with a confidence of 95% (sig. 
0.009), that the model adjusts the real data 
and the existence of a significant 
connection between its variables. The 
relation explains to a higher extent the 
variance of the economic growth (51.4%), 
and the sense of the influences of the factor 
variables is the same as in the partial 
models. 
 
Model IV details this study. It reflects the 
established connections and quantifies the 
influences exerted by the independent 
variables, considered at the level of the 
private sector, and respectively at the 
governmental sector. A positive influence 
on economic growth is exerted by an 
increase by one unit of the ratio of loans 
from private bonds (0.147%) and the 
market capitalization ratio (0.001%). In the 
opposite direction, the action is performed 
by the increase by one unit of the 
investments (0.117%), the bank credit 
ratio both in the private sector (0.005%) 
and in the governmental sector (0.150%), 
and the ratio of loans from the public bonds 
(0.002%). This reflects a saturation of the 
indebtedness of the European public sector 
and the need to apply policies that would 
support the development of the private 
sector based on the financial resources 
drawn from the stock market. As a space 
that matches the closest conditions of a 
perfect market, the stock market provides 

optimal conditions for the formation of the 
price of the titles involved in transactions, 
as well as minimum levels of the associated 
costs, thus eliminating the multiple 
restrictions generated by the banking 
sector. This field is the area that generated 
the current financial crisis, determining the 
degradation of economies, and the attempt 
of European countries to capitalize banks, 
transforming them into a consolidation of 
the economic downfall. This is a possible 
explanation of the need for an improved 
integration of the European financial 
system, of the need to increase the weight 
of the financial resources attracted from 
the capital markets in order to create the 
optimal conditions for economic 
development and growth. 
 
Because of the dispersion of the economic 
activity results and of the traits of the 
national financial systems, in order to 
validate H2, this study aims to identify 
profiles of economic effectiveness that 
would provide information on the current 
situation at the European level, the causes 
for its occurrence and the solutions for 
improvement. 
 
In this respect, Figure no. 1 shows the 
dimension of the factors that lie at the basis 
of a certain level of economic performance. 
The economies that recorded an economic 
growth in 2010 covered their funding 
needs by resorting, in 2009, to a high 
extent, to bank credits (high Bcr) and to the 
resources on the capital market (high MC), 
thus signaling the role of financial 
integration in their development. From the 
perspective of the use of these funds, the 
economies in this performance group have 
an average dimension of the investments in 
fixed capital, reflecting the prudence that 
needs to be considered in allocating 
financial resources. The influence of this 
factor depends, however, on the stage of 
development or modernization of the 
countries subject to analysis, some of them 
having to make substantial investments in 
order to eliminate the inter-regional gaps, 
sacrificing, for some time, their economic 
growth.     
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                         (Source: own processing in SPSS 19.0) 

 
Figure No. 1. Economic Effectiveness Profile at the European Level  

 
Taking into account the influences of the 
same category variables, it is obvious that 
economic stagnation is generated in the 
presence of an average bank credits ratio, 
of low market capitalization, and high 
investment expenses. This situation is 
characteristic to Central and Eastern 
European countries (Bulgaria, Latvia, 
Lithuania), which are more dependent on 
banks, have less developed capital markets, 
and where the effectiveness of investments 
is low. The countries whose economies 
recorded an economic drop are 
characterized, in what concerns funding, by 
a low credit ratio and by an average market 
capitalization. This situation signals the 
need to create a balanced mix of funding 
sources, as the advantages and restrictions 
they generate contribute to the creation of 
an appropriate environment for economic 
development. The low level of the stable 
investments ratio shows the vulnerability 
of these economies and the need to 
consolidate the productive sector as a 
source that generates economic growth.  
 

Conclusions 

 

The consolidation and increase of the 
effectiveness of economies is, nowadays, an 
important objective, both at the world 
level, and especially at a European level. 
Meeting this objective depends, however, 
on the nature, size, and direction of the 
influences generated by a whole set of 

factors. Nevertheless, significant 
restrictions and advantages come from the 
manner in which financial resources are 
attracted and used in national economies. 
 
The present paper attempts to reveal, 
analyze and quantify the existence of this 
connection. In this respect, through the 
descriptive analysis made on the variables 
involved in the study, observed is a weak 
integration of the European financial 
system, the national specificity, in what 
concerns funding and the use of acquired 
resources, which have a significant impact 
on economic growth. This is reflected by 
the standard deviation value 
corresponding to the analyzed measures, 
which shows an important degree of 
dispersion of the values of the 
characteristics of the studied sample. It can 
therefore be noticed the lack of a strategy 
or common solutions in the European area 
that would constitute the support for 
generating economic growth in this region. 
 
In order to quantify the influences 
generated by the policy of covering the 
funding needs of European economies, this 
article examines the causal relations 
established between the dependent 
variable and its associated factors, both at 
the level of the entire economy and at that 
of its defining segments, the private and the 
governmental sector. The analysis was 
detailed, in order to better explain the 
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variance of economic growth, by including 
in the study the investments in fixed capital 
as destination of the attracted resources, 
and an evaluation of their influence was 
made, both independently and 
complementary to the financial policy. 
 
The mathematical models obtained reflect 
an average explanatory power of the 
considered factors regarding the variance 
of the effectiveness of economies (R2 is 
between 21.9% and 51.4%), and it could be 
noticed, at the same time, the occurrence of 
variables whose influence is not significant, 
such as: market capitalization (in model 
IV), Ln ratio of loans from bonds, total 
economy (in model III). This situation 
corresponds to the opinion of Rousseau & 
Wachtel (2011), according to whom the 
intensity of the relationship between the 
financial structure and economic growth is 
declining compared to the beginning of the 
1990s. A decrease in the intensity of the 
connection between the funding policy and 
the evolution of the economic results 
obtained can be explained by the increase 
of the influences of other factors, such as: 
the degree of social protection, the level of 
customs taxes, the legal inconsequence, etc. 
 
The validation of the second hypothesis 
reveals the profile of the effectiveness of 
European economies through the 
association of the involved category 
variables, respectively market 
capitalization, attracted bank credits and 
investments. The graphical representation 
made in the system of two factor axes 
shows the need for an optimal mix between 
the specificity of financial resources and 
the level of investments made in economy. 
Low investments and minimum bank 
funding, even in the conditions of an 
average market capitalization, is 
associated, in a European context, with 
economic decline. High investments, 
completed by an average level of bank 
loans and by a low market capitalization, 
can only generate a stagnation of economic 
effectiveness. The performance of 
economies can only be increased if 
financial resources ratios are high, coming 
both from the stock market and from 
credits, and if the investments level is 
average, as a higher immobilization of the 

funds is not an optimal solution in this 
period.   
    
 This study incorporates into the analysis 
only the influences of quantitative factors, 
and does not quantify the impact of 
qualitative variables. Considering the latter 
and using analysis methods with a higher 
explanatory power would be future 
directions for research. 
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Annex 1. The Sample Structure and the Analyzed Variables 

 

COUNTRY 

Ec_grw 

2010 MC Bcre Bcrpl Bcrpr Lrbie Lrbipl Lrbipr Invest 

Belgium 2.30 55.50 263.40 16.7 168.9 149.50 90.30 8.0 20.91 
Bulgaria 0.20 16.25 194.00 6.0 142.4 14.70 9.70 3.2 29.00 
Czech Republic 2.70 20.89 84.10 4.8 38.3 45.10 30.30 6.2 24.80 
Denmark 1.30 60.50 277.80 11.1 97.1 251.30 39.70 7.2 18.16 
Germany 3.70 33.48 171.40 19.9 60.8 137.50 57.50 5.8 17.24 
Estonia 2.30 13.90 215.70 5.9 127.3 7.60 1.70 4.8 21.28 
Ireland -0.40 23.72 552.40 4.7 208.6 483.00 59.10 4.1 15.73 
Greece -3.50 33.37 131.30 19.2 57.1 134.30 118.00 12.0 18.00 
Spain -0.10 75.20 240.20 10.1 138.2 155.20 52.30 1.6 24.00 
France 1.50 4.00 168.20 12.0 84.2 164.70 71.90 19.3 19.75 
Italy 1.50 75.10 153.00 10.5 75.9 172.00 100.40 5.5 19.06 
Cyprus 1.10 39.08 285.40 19.0 139.4 139.90 81.00 3.0 20.54 
Latvia -0.30 7.00 254.50 28.3 95.7 12.20 10.70 0.3 21.58 
Lithuania 1.40 12.10 107.40 8.0 55.0 28.10 25.20 0.2 17.20 
Luxembourg 2.70 149.3 1569.2 9.7 228.1 932.30 5.60 37.0 17.27 
Hungary 1.30 17.46 225.40 21.7 129.9 88.80 59.40 1.3 20.67 
Malta 2.90 42.52 294.50 3.9 139.7 88.60 68.70 12.5 15.04 
Netherlands 1.70 68.30 371.90 20.0 88.4 274.20 49.40 8.0 19.45 
Austria 2.30 24.47 177.10 14.6 89.0 181.30 66.10 15.8 20.70 
Poland 3.90 24.12 89.70 8.9 35.8 52.10 44.40 3.3 21.23 
Portugal 1.40 42.10 284.80 11.2 134.1 154.00 72.40 21.6 19.90 
Romania -1.90 5.77 114.70 12.0 58.5 55.70 13.10 42.4 24.43 
Slovenia 1.40 24.67 180.30 3.3 95.4 48.20 34.30 2.3 23.41 
Slovakia 4.20 5.85 87.70 3.4 30.0 56.00 33.40 3.6 20.71 
Finland 3.60 38.20 190.20 8.5 99.1 93.90 38.80 15.4 19.61 
Sweden 5.60 107.1 244.40 8.9 147.2 176.40 37.10 18.8 17.85 
United 
Kingdom 1.80 101.9 315.20 5.4 87.3 221.40 61.40 29.8 14.60 
Iceland -4.00 9.30 : 46.30 182.5 : : : 14.00 
Liechtenstein : : : : : : : : : 
Norway 0.70 45.68 284.1 34.5 121.2 105.8 23.7 14.0 22.77 
Switzerland 2.70 179.9 272.8 12.9 73.0 72.3 23.1 11.5 20.20 
Montenegro 2.50 103.0 : : 76.10 : : : 27.00 
Croatia -1.20 40.40 164.08 10.37 83.07 32.09 26.51 3.29 27.00 
Former 
Yugoslav 
Republic of 
Macedonia, the 1.80 27.70 : : 48.00 : : : 13.00 
Turkey 9.00 27.38 : : 63.00 : : : 15.00 

Source: Eurostat, OECD, WB 


