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Abstract: The objective of this paper is to determine the comparative 
advantage of Romania in relation to the countries of the European Union in 
an integrationist context. The European single market offers free trade 
conditions, which allows the reference to Ricardo's theory of comparative 
advantage and the use of the Balassa index for the analysis of trade flows. 
This index measures the relative performance of exports, per countries 
and branches, and it is calculated as ratio between the share of a branch 
in the total export of the country and the share of the branch in the world 
exports.  As the current export flows 'reveal' the country's strong sectors it 
is also known as Revealed Comparative Advantage. The conclusions of 
the analysis will identify the situations of relative comparative advantage 
and the situations in which the Romanian economy presents favourable 
opportunity costs.  
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1. INTRODUCTION 
In the context of globalization and European integration, nations display a 

growing inclination towards assessing their comparative advantages and utilizing them 
to bolster their competitiveness in the global market. These advantages are shaped by 
various factors, including natural resources, infrastructure, educational level, culture, 
and historical background.  

This paper aims to explore the concept of comparative advantage, a crucial 
pillar in international trade theory. Notably, the research approach emphasizes that once 
the comparative advantage is identified, it becomes essential to establish the 
prerequisites for gaining a competitive edge in Romania's external commercial 
relations.  

 

2. SPECIALTY LITERATURE 
The research paper is grounded in three core ideas, which serve as the bedrock 

of its originality:  
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By analyzing the structure and dynamics of commercial flows (exports) over a 
minimum period of five years, one can identify comparative advantage scenarios within 
an economy. In the case of the Romanian economy, particular emphasis is placed on 
European economic relationships that are moving towards free trade, an essential 
condition for validating the Ricardian theory.  

Once the scenarios of comparative advantage are pinpointed, the groundwork is 
laid for attaining a competitive edge in the external economic relations of Romania or 
any other nation.  

The examination of comparative advantage scenarios necessitates an 
interpretive framework that considers both European and global integration, while also 
factoring in the contextual elements within the global economy that influence 
worldwide trade, such as crises, conflicts, geostrategic trends, and more. This approach 
represents an indispensable prerequisite in the pursuit of gaining a competitive 
advantage in the external economic relations of any given state  

This approach model is designed to aid governmental entities responsible for 
formulating and implementing competitiveness strategies for the Romanian economy 
within the context of global and European integration.  

3. METHODOLOGY  
The Revealed Comparative Advantage (RCA) index is a tool employed in 

international economics to assess the relative advantage or disadvantage of a specific 
country in a particular category of goods or services, as reflected in trade patterns. The 
concept draws inspiration from Ricardo's theory of comparative advantage.  

In this thesis research, I followed a series of steps to gather the most pertinent 
data, ensuring the accurate interpretation of the Balassa index.  

 Balassa index measures relative export performance by country and sector, 
calculated as the ratio between the share of the sector in world export and the share of 
the country's export in world export. The index for a country i and a product j is RCAij 
= (Xij /Xwj)/(Xit /Xwt), where Xij = exports of country i (w = world) for product j (t = 
total products). If the index has a value greater than 1, the country for which these 
indices are calculated is specialized in the production of that product or group of 
products.  

  

Tabel 1. Hypothetical case for exemplifying the Balassa model  
Year A  Country B  World  

Product C (million$)  20  2200  

Product D  10  2000  

All the products exported ($ million)  30  4200  
Source: hypothetical situation personally constructed  

  
Applying the formula to this hypothetical case will result in the following:  

RCA prod.Z =  =1.27, by applying Balassa's formula in this case, it will 
result that country B has a comparative advantage for product C and a recommendation 
is the possibility to invest in this sector.  
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RCA prod G =  = 0.7 by applying Balassa's formula in this case, it will 
result that country B does not have a comparative advantage for product D, but it is 
close to reach the comparative advantage and that a recommendation is to invest in this 
sector or to try to give up on it.  

4. RESULTS AND DISCUSSION 
Upon joining the EU, a country gains entry into an extensive single market that 

fosters the free movement of goods, services, capital, and labor. The elimination of 
trade barriers and the establishment of a unified regulatory framework create an 
atmosphere conducive to expanding trade and promoting specialization. Consequently, 
the calculation of comparative advantage becomes a crucial instrument for countries as 
they navigate their path post-accession within the EU.  

Examining Romania's exports in relation to global exports between 2016 and 
2020 holds significant importance in comprehending the country's role and standing in 
the international market during this period. This analysis offers valuable insights into 
the trajectory of Romania's exports in comparison to global trends, shedding light on its 
performance across various sectors and markets. Additionally, it serves as a vital tool 
for understanding economic performance, pinpointing comparative advantages, 
identifying development prospects, and assessing the country's competitiveness and 
economic integration.  

The information gleaned from this analysis can play a pivotal role in guiding  
economic policies, formulating strategies, and fostering sustainable economic 

growth.  
  

Table 2. Romania exports by major activities in the world after the accession of Romania 
to the EU(US$ Thousand)  

 
Source: Individual processing of data provided by https://wits.worldbank.org/Default.aspx?lang=en   
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During the period from 2016 to 2020, an analysis of the export values for 
different product categories reveals distinct trends.   

Romania's export trends during this period were diverse, characterized by 
fluctuations in different product categories. It is essential to note that the year 2020 was 
particularly impacted by the COVID-19 pandemic, contributing to negative effects on 
exports in numerous sectors.  

The analysis of fluctuations in world exports in the period 2016-2022 is of 
significant importance because it helps us to have an overview by being able to take 
into account several factors with a high degree of influence.  

  

Table 3. World exports by major activities after the accession of Romania to the EU (US$ 
Thousand)  

 
Source: Individual processing of data provided by https://wits.worldbank.org/Default.aspx?lang=en  

  
Throughout the analyzed period, most products witnessed an upswing in 

exports, although the growth rates varied from year to year. Notably, chemicals, food, 
and livestock experienced steady and consistent increases, albeit with certain products 
showing more rapid growth than others.  

Conversely, certain products exhibited considerable fluctuations in export 
volumes on an annual basis. For instance, fuels demonstrated significant growth in 
2018 but experienced a sharp decline in 2020.  

Additionally, specific products encountered notable declines in exports during 
particular periods. For instance, fuels experienced a substantial drop in 2020 compared 
to preceding years, largely due to the impact of the COVID-19 pandemic and the 
subsequent decrease in global demand for fuel.  

Table 4. RCA value after the accession of Romania to the EU Romania-World  
  

Period  After the accession of Romania to the EU  

Product  2016  2017  2018  2019  2020  
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Animal  0.67  0.75  0.70  0.69  0.65  

Chemicals  0.32  0.33  0.32  0.33  0.33  

Food Products  0.83  0.81  0.79  0.91  1.12  

Footwear  2.59  2.61  2.44  2.03  1.83  

Fuels  0.41  0.38  0.36  0.35  0.31  

Hides and Skins  0.91  0.98  0.94  0.81  0.83  

Mach and Elec  1.11  1.07  1.10  1.11  1.08  

Metals  1.21  1.28  1.32  1.34  1.33  

Minerals  0.12  0.12  0.15  0.14  0.11  

Miscellaneous  1.03  1.02  0.94  1.00  0.92  

Plastic or Rubber  1.27  1.30  1.32  1.34  1.31  

Stone and Glass  0.11  0.13  0.14  0.14  0.14  

Textiles and Clothing  1.58  1.57  1.52  1.37  1.22  

Transportation  1.42  1.53  1.68  1.64  1.88  

Vegetables  1.85  1.82  1.85  1.93  1.59  

Wood  1.47  1.50  1.40  1.42  1.49  

Source: This analysis is done by calculations based on the previous tables (2 and 3)   
 
The analysis of Romania's exports during the period under review reveals 

varying trends in different sectors. Food exports exhibited significant growth, indicating 
high specialization and competitiveness. The transport sector also experienced 
considerable growth, suggesting a strong presence in the global market. Machinery and 
electrical equipment exports showed moderate growth, indicating stable 
competitiveness. Similarly, the metals sector demonstrated a moderate increase in 
competitiveness. However, plastic or rubber products experienced only a modest 
growth rate, signaling a steady but less dynamic sector. On the other hand, footwear, 
textile products, and clothing exports faced significant declines, pointing towards a loss 
of competitiveness in these areas.  

It's important to consider that the global pandemic had a substantial impact on 
the analyzed period, affecting various aspects of the economy, including trade. This 
external factor led to fluctuations and uncertainties, making a precise and definitive 
analysis challenging. The presented values are close to reality, but caution must be 
exercised when interpreting them due to the exceptional circumstances. Further analysis 
and monitoring are required to understand the long-term trends and competitiveness of 
each sector, considering the post-pandemic recovery and potential structural changes in 
global markets.  

The analysis of Romanian and European Union exports from 2016 to 2022 is 
crucial for various reasons, evaluating economic performance, identifying economic 
specialization, assessing competitiveness within the EU, identifying market 
opportunities, and monitoring European integration. Understanding the structure of 
exports allows for the identification of competitive sectors and the formulation of 
economic policies.   
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Comparing exports with other countries helps assess competitiveness and 
identify advantages or disadvantages in specific sectors. Analyzing EU exports is 
particularly important for Romania as an EU member, allowing for the assessment of 
the country's economic performance within the single market and recognizing 
challenges and opportunities.  

   

Table 5. Romania exports by major activities in the European Union after the accession of 
Romania to the EU (Thousand EURO)  

 
Source: Individual processing of data provided by https://trade.ec.europa.eu/access-to-
markets/ro/home   

  
The analysis of the European Union's market trends from 2016 to 2022 reveals 

varying patterns in different sectors. The analysis of the European Union's market 
trends from 2016 to 2022 indicates diverse patterns across various sectors. Sectors such 
as cereals, seafood, pharmaceuticals, plastic/rubber products, iron and steel, and 
vehicles experienced significant and steady growth, reflecting strong competitiveness 
and consistent demand. However, the tobacco sector faced fluctuations with an overall 
decline, while the Fuels sector exhibited substantial fluctuations, influenced by changes 
in the global energy market. Some sectors, like knitted clothes, regular clothes, and 
footwear, witnessed declines, signaling challenges in maintaining competitiveness. 
Despite these variations, the EU's total exports recorded a substantial increase, 
highlighting the overall strength and dynamism of the European Union's trade 
performance.  

The analysis reveals several key conclusions regarding Romania's exports 
during the period under review. Significant increases were observed in grain and 
plastic/rubber products, indicating a robust performance and potential for enhancing 
competitiveness in these sectors on the European market. The seafood and 
pharmaceutical sectors exhibited steady growth, presenting opportunities for further 
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expansion. Fuels and iron/steel products experienced notable fluctuations but 
demonstrated overall strong growth, potentially influenced by changes in the energy 
market and metal prices. On the other hand, declines were observed in knitwear and 
casual wear sectors, highlighting the need to adapt to evolving consumer preferences 
and address competition from other producing countries. Conversely, exports of 
automobiles and auto parts displayed steady and substantial growth, reflecting a 
thriving automotive industry and consistent demand in the European market.   

Overall, Romania's total exports to the EU's free market demonstrated a 
significant increase, underscoring the country's solid economic performance and export 
sector.  

Table 6. European Union exports by major activities after the accession of Romania to the 
EU (Thousand EURO)  

 
Source: Individual processing of data provided by https://trade.ec.europa.eu/access-to-
markets/ro/home  

  
The importance and resilience of the EU's export sector in the global market. 

The strong growth in certain sectors presents opportunities for further development and 
increased competitiveness, while the fuel sector requires adaptation to evolving energy 
market dynamics. Overall, the European Union's exports demonstrate a solid 
performance and a robust ability to thrive in the competitive landscape of international 
trade.  

  

Tabel 7.  RCA value after the accession of Romania to the EU Romania-EU  
Period  After the accession of Romania to the EU   

Product  2016  2017  2018  2019  2020  2021  2022  

Animal  1,492  1,618  1,628  1,603  1,320  1,530  1,423  

Cereals  2,292  3,573  4,796  3.301  1,939  2,822  2,729  

Seafood  2,435  2,477  2,575  2,687  2,744  2,741  3,004  

Tobacco  3,556  3,318  2,840  3,946  5,013  5,026  3,680  
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Fuels  0.334  0.324  0.277  0.289  0.289  0.376  0.582  

Pharma  0.101  0.096  0.090  0.084  0.081  0.082  0.073  

Plastic, rubber  0.525  0.563  0.561  0.602  0.587  0.711  0.758  

Leather goods  0.658  0.688  0.577  0.456  0.416  0.364  0.389  

Wood  1,803  1,670  1,646  1,658  1,442  1,474  1,672  

Knitted clothes  2,219  1,909  1,575  1,397  1,247  1,069  1,134  

Regular clothes  3,634  3,259  2,846  2,526  2,210  1,764  1,740  

Footwear  3,943  3,658  3.207  2,737  2,337  2,096  2,132  

Iron and steel  0.878  0.996  1,061  1,088  1.102  1,671  1,496  

Cars and parts  1,678  1,640  1,645  1,667  1,667  1,734  1,734  

Vehicles  0.945  1,070  1,228  1,303  1,428  1,304  1,375  

Source: This analysis is done by calculations based on the previous tables (5 and 6)  
 
The examination of the Balassa index exposes the changes in exported products 

from 2016 to 2022. Each product's Balassa index displayed distinct trends and 
fluctuations during this period. For instance, plastic and rubber products showed a 
consistent increase, while casual clothing and footwear experienced gradual declines. 
Moreover, certain products, such as cereals and pharmaceuticals, exhibited significant 
fluctuations but ultimately returned to a stable level. These conclusions highlight the 
significance of analyzing the Balassa index to assess the export performance and 
competitiveness of various products in the global market.  

 

5. CONCLUSIONS  
Based on the data identifying comparative advantages in specific sectors, the 

paper concludes that formulating competitiveness strategies in a global integrationist 
context is crucial for sustainable development. To remain competitive in the market, 
companies must focus on developing innovative products, improving processes, 
adopting new technologies, and investing in education to enhance employee skills. 
Adequate infrastructure and partnerships between companies, educational institutions, 
and the public and private sectors also play vital roles in gaining a competitive edge. 
Effective leadership and management are essential in aligning strategies and driving 
innovation and performance.  

Collaboration between the government, private sector, and educational 
institutions is essential for successful strategy implementation. By adopting these 
integrated approaches, a country can enhance economic competitiveness, boost 
innovation, and ensure long-term success.  

In conclusion, the paper successfully achieved a theoretical and practical 
approach to comparative advantage, facilitating the formulation of well-designed 
competitiveness strategies and achieving a competitive advantage in a state's external 
economic relations. Additionally, the work aimed to create economic tools that enable 
easier analysis of trade data, aiding governments in generating well-structured, 
competitive strategies to penetrate foreign markets, particularly the European Single 
Market with its free trade characteristics.  
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