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Abstract: A comparative study was presented between the Labor Cost in Romania and in
the European Union, for the period 2008-2018. The study is based on statistical data
provided by the National Institute of Statistics in Romania and Eurostat respectively. The
comparisons made are direct or based on functional models of evolution trends. A
prediction was also made using these mathematical models and aimed at determining a
time point at which the equivalence of the studied indicators appears.
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INTRODUCTION

The structure and the evolution dynamics of the salary income, respectively the
labor costs are important descriptors of the labor market. The average gross hourly rate is a
statistical indicator defined as the totality of the labor force expenses that an employer
incurred per employee, expressed for one hour of activity. This cost is consisting in direct
expenses paid to employees (salaries, various salary incentives, awards granted to
employees, bonuses) but also indirect costs (food allowances, training expenses, etc.) [7].

The labor force cost can be found in various statistics presenting quarter or annual
data, in view of providing a detailed image defining the level and the structure but also the
evolution dynamics.

Most often it is expressed as an indicator for various sectors of activity. The cost of
labor force, productivity and competitiveness, the effects implied by it represent the basis
of several comparative analyzes both for fixed periods as well as in dynamics or for
different interactions [1, 2, 3, 4,11].

By consulting the statistical data regarding the evolution over time of this indicator
at the level of the European Union states [10], we find very different values in terms of
magnitude but also as evolution trends.

The purpose of this work is to perform a comparative study regarding the evolution
of the average hourly cost of labor in Romania and also in other E.U. Member States, the
mathematical study of those evolution tendencies, estimation as prognosis and
identification of possible similitude.

MATERIALS AND METHODS

The statistical data studied are those presented by Eurostat [10], respectively by the
National Institute of Statistics (INS) by Tempo Online portal [15].

The statistical processing of data, respectively the spreadsheets have been
elaborated using Microsoft Excel.

The statistical data presented by Eurostat are the data regarding the Labour costs
annual data - NACE Rev. 2- wages and salaries, for E.U. (28 countries), related to 2008,
2012, 2016, 2017, 2018. The NIS data regarding the average hourly cost of labor force per
employee, NACE Rev.2 activities, that have been used, are related to the period 2008-
2018.
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RESEARCH RESULTS

From a macroeconomic point of view, the workforce represents human capital.
Therefore, the demographic problems faced by many states, make the labor force a factor
with a crucial role in the proper functioning of their economies. The labor force is
influenced by multiple variables, such as interest rates on loans, dividends, but also other
factors related to labor productivity, innovative actions implemented, brand or even
products position on the markets.

The description in the specialized literature [9] indicates the following components
of labor costs: gross wages (with its subdivisions), social contribution and other costs
(figure 1).
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Figure 1. Components of labor costs
Source: European Commission - Europa EU,
Wages and labour costs - Statistics Explained

The workforce is also an important factor at the microeconomic level, which
facilitates the competitiveness of the economic actors. Moreover, the cost of labor includes
the remuneration of the employee, more precisely it includes remuneration and wages in
money or in kind. It also includes costs for vocational training and also other expenses
such as the costs of labor force recruiting, the expenses incurred with the work equipment
and the labor force-related taxes. All these are considered labor costs, excluding subsidies

[7].
The Table 1 data contain the approximate values of some statistical parameters
calculated for Labour costs annual data [10].

Table 1.
Labour costs annual data, Wages and salaries, currency EUR

Geo\Time 2008 2012 2016 2017 2018
EU (28 countries) 16.7 18.6 19.9 20.3 20.9
Minim 2.10 2.90 3.70 4.20 4.50
Maxim 30.30 34.20 35.90 36.70 37.40
Median 13.80 13.55 13.70 14.25 15.20
Mean 14.20 15.47 16.47 16.90 17.79
St.dev. 8.21 9.20 9.58 9.59 9.47
Coeff. of. variation 57.83 59.49 58.20 56.72 53.22
Q1 6.17 6.55 7.50 8.22 9.20
Q3 20.97 23.87 25.52 25.85 25.70

Source: Data processed according to Eurostat, 18.06.2019, [tps00173]

The lowest value has been noticed in case of Bulgaria in 2008, i.e. 2.10 Euro. The
maximum value during the studied period is 37.40 Euro, in Denmark 2018.

During the year 2018, the minimum value is 4.5 Euro in Bulgaria. The middle level
value is 14.50 euro, Slovenia, Malta, Cyprus being positioned the closest to this value, and
the average value 17.36 Euro.
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The lower quartile, Q1 = 9.20 for the year 2018 includes Bulgaria, Romania,
Lithuania, Latvia, Hungary, Poland, Slovakia, as the E.U. countries with the lowest values
(25% percentile) for Labor Costs Annual Data.

Similarly, the top quarters for 2018, Q3 = 25.70 include Finland, Germany, Ireland,
Netherlands, Belgium, Luxembourg, Denmark, as the E.U. countries with the highest
Labor Costs Annual Data.

The evolution trend of the values of the studied parameters for the period 2008-
2018 is ascendant. The variation coefficients have high values, over 50% indicating the
heterogeneity of the statistical series, i.e. values appreciable different from one state to
another.

In order to make direct comparisons, the data regarding the labor cost in Romania
[15], expressed in euro, respectively, the data regarding the average cost of the EU 28
states [10] are shown in table 2. In the case of statistical data from Romania, the values of
labor cost for four activities of the national economy (Agriculture, Forestry, Food industry,
Hotels and restaurants) were indicated, general topics that are the previous study topics of
the authors [5,6,12]. We underline that at the level of Romania, the labor cost for the four
branches mentioned here above is lower than the indicator expressed at national level, for
each case separately.

Table 2.
Average hourly rate of labor cost per employee, NACE CAEN Rev.2 activities
currency EURO

Year *Total | *Agriculture, *Forestry *Food *Hotels *Total faleie
RO hunting and | and logging; | industry and RO - EU 28 -
related fishing and restaurants | Adjusted Adjusted
services aquaculture values values
2008 3.62 2.30 2.82 2.42 2.10 3.60 16.74
2009 3.34 2.36 2.61 2.30 1.90 3.45 17.19
2017 5.14 3.86 4.75 3.77 3.10 5.08 20.43
2018 5.77 4.35 5.40 4.12 3.38 5.63 20.79
2083 23.30 24.99
2034 2510 .-
Minim 3.34 2.30 2.61 2.30 1.90
Maxim 5.77 4.35 5.40 4.12 3.38
Median 3.71 2.62 3.12 2.46 2.10
Mean 4.06 2.90 3.46 2.81 2.34
St.dev. 0.75 0.66 0.87 0.60 0.49
Coeff. 18.45 22.70 25.15 21.36 20.76
of var.

Source * Data processed according to Tempo Online, BNR **Eurostat, *** Data processed according to
Eurostat, 2019
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Labour costs annual data
State: RO, currency EURO
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Figure 2. Average hourly rate of labor cost per employee, NACE CAEN Rev.2

activities, currency EURO
Source * Data processed according to Tempo Online, BNR, Eurostat

The statistical data from Table 2 were the basis of the graphical representation in
Figure no. 2 but also of the determination of the polynomial models of evolution of the
series regarding the average hour rate of labor force per employee in Romania (1) and EU
28 (2). The following relation resulted:
(1) y =-0.005x> +0.465x +16.28

(2) y =0.0039x* —0.265x +3.832

Using the two relations, the adjusted values from the last two columns of table 2
were calculated (Total RO, EU28- adjusted values). The equivalence point foreseen under
the conditions of keeping the same trends is approximately 2032.

Labour costs annual data
State: RO / EU 28, currency EURO
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Figure 3. The tendency of evolution of the average hourly cost of labor force per

employee; comparison Romania / EU - adjusted values
Source * Data processed according to Tempo Online, BNR, Eurostat

An additional observation relating to Romania is related to the fact that the
provisions of Act 247/2018 regulate the right to work and the right of residence of foreign
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nationals on the territory of Romania. Compared to the previous state, a reduction in the
minimum wage of employment granted to foreign citizens is noted. Foreign citizens can
now be employed with a wage income equal to the minimum wage per economy,
compared to the average gross wage on the economy that has previously represented the
minimum employment threshold. Moreover, in terms of salary cost, the minimum level of
employment was reduced for the category of highly skilled workers. This has the value of
two gross average salaries per economy versus four. Another provision that significantly
reduces the costs of employing foreign citizens is also noted by halving fees for issuing
their work permits.

Aiming to streamline the hiring process of foreign citizens, the business
environment has called for the elimination of the quota considering the lack of workers. It
remains to be seen whether in the future this change can be implemented in Romania, due
to the simultaneous action of other legislative provisions but also due to particular aspects
of the region. Currently (2019), the quota of workers from non-E.U. countries which can
be allowed on the labor market, is maximum 30000 persons [13]. Compared with the year
2018, when the quota was 15000 persons, now it is doubled. In comparison with the period
2015 — 2016, currently the value is four times higher [8].

CONCLUSIONS

The comparative study of the evolution trend of the average hourly cost of labor per
employee indicates an ascendant trend of value in Romania at a faster rate than the average
values at EU28 level. The phenomenon can be explained by the low value of this indicator
between 2008 and 2018 in Romania, when due to the direct influence of the European
labor market, they are tending to equilibrium.

The recently adopted law can lead to a trend, even if not very rapid, of uniformity
regarding the cost of labor in Romania with that at European level. Moreover, the position
of the authorities seems to be a receptive to the urgent need of the Romanian business
environment to facilitate the streamlining of the hiring process of foreign citizens.
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