SAR POLICY BRIEF No. 26
The dirty little secret of Romania's transport
infrastructure sector is that money are no longer its
main problem. It still gets less than it would ideally
need, but more than it can currently manage. The real
crisis is one of leadership and administrative capacity,
says SAR

ROADS TO NOWHERE
Big infrastructure projects
are like megafauna: visible
from afar, they attract a lot
of attention and arouse
strong emotions among the
wider public. As a result,
politicians fall over
themselves to get closer
for photo-ops, looking
concerned and responsible.
However, this visibility
effect does not necessarily
lead to greater public
awareness of the real
needs and problems of the
sector, or to better
spending prioritization.
Here is what is going on in
Romania right now.

While they have come a long way in the
past seventeen years, Romania’s road and
rail sectors still face a serious capacity
crisis, which has practically blocked the
majority of investments and rehabilitation
of infrastructure for more than two years.
Roads and railways ensure together over
90% of the transport in Romania, with
roads being increasingly the most
important mode1, reflecting the fact that
transport networks in our country are
based almost entirely on roads and
railways.
But recent trends in this sector are
particularly alarming, especially when we
speak about government's capacity to
develop and manage the sector's public
infrastructure:
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Which in itself may be a problem, since it
runs against the current European policies.
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a severe loss of previously existing
human and institutional capacity, at a
time when projects are expected to
increase significantly;
little (and diminishing) planning and
programming ability in the public
sector;
a lack of strategic vision, massive
political interference in what should be
technical decisions;
basic financial insolvency of the sector.

Reforms need to be consistently enforced
in order to create an institutional
framework for the transport infrastructure
which would ensure sustainability.

WHERE WE ARE
1. Romania's roads to join the EU?
Overly simplistic and misleading
comparisons are usually published which
are based on network density indicators.
According to this figures, Romania’s road
density is one third of EU-25 average,
whereas the rail density is comparable with
that of the EU.
It is unrealistic to say that Romania’s
infrastructure should reach EU levels in 1520 years. The need for transport in
Romania is currently still much lower than
in the EU. It grows faster than the
economy as a whole, but will certainly still
remain under EU levels for the following
two or three decades. Therefore, the
investment needs in the
Timely maintenance of infrastructure should be
roads can save up to driven mainly by the
40% of the costs; economic development
these operations are perspectives of the
treated as low priority country. It is also
in Romania impractical to judge the
road network simply in
terms of motorway density compared to
Western countries: it may very well be the
case that Romania is simply not “mobile”
enough to justify such a fast motorway
development.
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What should really be judged here is how
transport infrastructure can provide safe
transportation at speeds that do not
become bottlenecks for economic
development. In this respect, what is really
worrying is that Romania’s national roads
are by far the most dangerous in the EU.
The number of fatalities per passenger*car

Fig. 1. Fatalities in traffic accidents
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is three times as high as the EU-25
average. While in Europe only one in 40
accidents ends with fatalities, in Romania
the proportion is one in three (Fig. 1).
Culprits are not just the irresponsible
driving habits of Romanians, as hasty
commentators put it much too easily, but
also the black spots, the crossing of linear
villages / towns / cities without proper
mitigation measures against accident
risks, and the small local traffic using
national roads for lack of a better
alternative.
Black spots appear mainly because of the
lack of maintenance. An evaluation in
2005 done by CESTRIN, the research arm
of CNADNR, showed that around 30% of
the national roads are in poor condition.
This is caused by a serious backlog in
maintenance, around 60% of the network
needing urgent fixing or rehabilitation.
In the rush to “absorb free EU money” –
not very successful so far anyway –
maintenance of existing infrastructure is
often overlooked by the transport sector
management, as well as by the public. On
average, maintenance costs for roads are
much higher in Romania than in
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Fig. 2. Length and Condition of the National Road Network (2005)
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neighboring countries, which reflects a lack
of attention and public awareness to the
importance of these operations. A recent
World Bank report (2006) shows that
potential savings on timely maintenance
could be as high as 40%. In 2003-2004,
CNADNR spent 0.5% of GDP on
maintenance (cost per km is about EUR
20,500, significantly higher than EU-25 or
US average). These overruns are caused
by delayed works and inefficient spending.
In practical terms, the maintenance
backlog causes 60% of the road network to
need rehabilitation (which is more
expensive than regular operations),

Fig. 3. Gaps between needs and budget allocations,
road maintenance, 2007
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Typical problems in the motorway
program
Another indicator that the public and the
politicians are very sensitive about is the
low density of motorways in Romania.
Until now, the total motorway length built
is 264 km. Comparatively, Portugal has
around 1,500 km at half the population
and 40% of land area.
However, SAR believes this indicator –
indeed very visible and easy to
understand by experts and non-experts
alike – should be employed only with
great care as a measure of performance of
the transport sector. A thorough analysis
should balance both the advantages and
the costs of building motorways. Each
extra 100km of highway creates additional
financial and institutional commitments for
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increases the cost of car repairs, raises
safety issues to drivers, and reduces
traffic speed. In addition to under-funding,
maintenance is not properly prioritized,
leading to further inefficiencies in
spending. In the budget breakdown, an
astonishing 64% of maintenance costs are
administrative costs, such as salaries, and
these is the only category which more or
less keeps up with the sector's needs. For
the other categories, budgetary allocations
are just a fraction of the request, running
from about a third (current operations)
down to a mere 5% (repairs, see Fig. 3).
In case prioritization is not done
effectively, the non-financed part is very
likely to add to the maintenance backlog.
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proper maintenance and operation, and we
are currently seeing what difficulties the
authorities face in keeping up with their
obligations even on the existing 264 km.
What is more, an excessive investment
program would divert the attention and
capacity of CNADNR, distracting it from
projects with higher priority but less sexappeal, such as the rehabilitation program
in stages and the maintenance plans.
A common argument for building
motorways is indeed the high traffic on
specific sections of roads. However,
national roads are packed with traffic that
shouldn’t be there in the first place: carts,
bicycles, inter-village small vehicle traffic.
Much of this traffic would rather use local
or county roads, with no high-speed traffic
and less risks of accidents. They enter the
national network simply because the lower
class roads are in a really bad condition, or
do not exist at all.
So, instead of focusing excessively on the
building motorways, the Romanian
Government should pay more attention to
lower class roads rehabilitation and
maintainance, to reduce traffic on national
roads with a negligible cost compared to
that of building a motorway. Technically,
this could be done very easily: County
Councils should sign contracts with the
DRDPs (regional branches of CNADNR), in
the same way the Ministry of
Transportation has a concession contract
with CNADNR.
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The DRDP would only
manage the
Proper by-passes
local/county roads, the
around localities are a
physical infrastructure
very good solution for
remaining the property
Romania, but they
of the local authority,
were largely ignored
just like the national
in the last years
roads are property of
MT. DRDPs would gain certain economies
of scale and could coordinate nation-wide
the access from local/county roads to the
national roads network. In terms of staff,
DRDPs could immediately hire the roads
experts who work currently in the relevant
departments of local authorities. Taking
this type of local traffic off the national
roads would reduce substantially the
number of serious accidents.
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Fig. 4. A1 before one of the frequent
rehabilitation interventions: materials
used were not appropriate for the
Romanian climate

Another argument for carefully pondering
the built of new motorways is their
prohibitive cost. This cost per km in
Romania is extremely high, in part for
good reasons: extreme seasonal
variations of temperature, difficult terrain
and expensive land, particularly in
Transylvania and near large cities. The
average cost of the Bucharest-Braşov
motorway is as high as 15 mil € /km (the
highest will be on Comarnic-Predeal
section, where aqueducts have to be built
at a cost reaching 26 mil € /km).
Comparatively, a motorway in Poland or
Hungary does not exceed in general 7-8
mil € /km.
The Sibiu-Piteşti motorway – a section
created by extending the European
corridor IV after tough negotiations with
the EU – will cost more than 13-14 mil €
/km, because of potentially high
environment costs and difficult conditions.
While EU and EIB would have financed the
construction, the Romanian Government
decided to use a design-build-operate type
of contract for this motorway. EU is
reluctant to finance such a contract2, but
the Government stuck to its idea, even if
that meant the additional inclusion of
Piteşti-Sibiu on the list of future publicprivate partnerships (PPP), and the shift of
2
Simply because EU finances investments and
not maintenance. A low quality investment
causes higher maintenance, and it is difficult to
allocate costs correctly when the two are done
by the same company.
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the EU grant from Piteşti-Sibiu to the
section Timişoara-Lugoj instead. The
argument for a design-build-operate
contract is that the building company is
interested in a high quality investment to
have fewer headaches with its maintenance
and operation later on.
Even existing motorways, although very
short, have had their share of scandals in
the media. The A1 motorway (BucharestPiteşti) was rehabilitated by EBRD in the
late ‘90s, but the materials used for
construction proved later not to be the best
technical solution (Fig. 4). Romania’s harsh
climate, with high variations of
temperature summer-winter and difficult
operation conditions during blizzards, were
not entirely factored in by the designers.
As a result the motorway was repaired
many times and was closed partially for
various intervals over the last years.
However, the private sector cannot be
interested in the costly Sibiu-Piteşti
motorway without Government support.
Since the traffic on this particular section
will probably consist mainly of traffic
between Piteşti and Sibiu (no significant
traffic could be attracted from other
routes), the only way to sustain the
construction would be state support in form
of shadow tolling / “availability fees”. This
is a sort of subsidy
Successive ministers have per road user per
drafted motorway km paid by the
strategies that are too state to the
complex and rely on motorway operator
optimistic traffic estimates; to ensure
EU is understandably more affordability of
conservative with its money access (very much
like a Public Service
Contract in the passenger railway sector).
A simple financial simulation shows that
Piteşti-Sibiu is viable without Government
support only at a volume of around 50,000
vehicles per day (comparatively, the overcrowded Băneasa-Otopeni road has a
traffic of not more than 65,000-70,000
vehicles per day). If the state decides to
subsidize through shadow tolls, a subsidy
of 75% would make a traffic figure of
13,000-14,000 vehicles per day viable.

A number of other problems in the
Romanian road physical infrastructure
make it difficult to reach the cherished “EU
standards” anytime soon. There has been
precious little discussion on such topics
lately, because the attention was fully
diverted towards other areas (like
highways).
•

Speed limits. Before 1990 Romanian
construction standards required the
roads to be able to carry weights of 10
t/axle. The European standard is 11.5
t/axle and a massive rehabilitation
program started in 2000 to ensure that
at least the transit roads (European
corridors) comply with the higher
standards of weight. For those roads
which were not yet rehabilitated there
are speed limits for heavier trucks, this
causing delays in freight delivery.

•

Congestion around (and within)
big cities. There is practically no city
in Romania right now with a functional
and safe by-pass. Bucharest has only
one ring road, massively overcrowded
and, on extended sections, in appalling
technical condition. Traffic on this twolane road exceeds 130,000 vehicles
per day, which is way beyond the
capacity of such type of road. It was
never meant to be a proper by-pass,
but a means for locals to avoid the city
centre. This ringroad should be
urgently enlarged and rehabilitated;
nevertheless, an outer Bucharest bypass should be built as soon as
possible for the heavy transit traffic.

•

Similarly, anybody who wants to bypass Braşov has to drive into the city
for 5 or 7 km, through a residential
area, adding to the gas and noise
pollution. Constanţa also needs a bypass to enhance its potential as an
intermodal point, linking freight transit
with the motorway. Smaller towns with
historical buildings in Transylvania are
very affected by heavy traffic (Reghin,
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But such a high Government support would
certainly cancel all potential benefits of a
PPP. Overall, financially, the state will be
worse off than if it uses EU grants for this
section and the standard procurement

method, separated for design and
construction. In addition, the internal logic
of the Romanian legislation is pretty much
opposed to the design build operate type
of contracts; for example, land acquisition
can only be done when final designs are
ready; flexibility to adjust details of design
within an approved technical solution is
low.
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WHY PPPS ARE NO EASY SOLUTION
Rough estimates show that a motorway in Romania is worth building if traffic
forecast is above 13,000-14,000 vehicles per day. This would probably be the case
right now only on Bucharest-Braşov and on limited portions on other motorways,
and only provided tolls are very low. At a toll of 0.05 €/km, it would not make
much sense to save one hour in traffic for 8-9€ (roughly, that would be the benefit
for choosing the motorway instead of DN1 on Bucharest-Braşov route).
When they consider introducing a direct tolling system, the authorities should
always bear in mind that a motorway has usually an alternative road running
alongside it. For instance, on Bucharest-Braşov DN1 will always remain an
alternative because:
•

it connects all the smaller localities between Bucharest and Braşov (“linear
villages”) and will remain the only option for the traffic between these
points and larger cities;

•

it is the only way for other vehicles (carts, bicycles) in the absence of
county / local roads on the same route or in case these are of very poor
quality.

Second, there is a clear tendency to overestimate the traffic between major cities,
not only in Romania but worldwide. The methodology in traffic census currently in
use is to count at a point the number of vehicles crossing that point. However, one
cannot say that the respective vehicle travels all the way between the two cities,
or is part of the local traffic. Internationally, over 80% toll roads projects
overestimated the traffic.
The Hungarian motorway M5 (Budapest-Szeged, which Romanian drivers know
quite well) stand witness for all possible difficulties in introducing PPPs and tolling.
In less than 15 years, this section was in turn started as a PPP, then nationalized,
concessioned again, financed by direct tolling, then partly by shadow tolls, and
finally was put on direct Government support. Traffic was heavily overestimated
initially and proved much more sensitive to charge variations than expected.
Elasticity of demand was demonstrated once again to be high in Central and
Eastern Europe.
A valuable lesson learned from the Hungarian experience was that traffic estimates
should better stay on the conservative side. It is highly recommended to start with
a pilot, smaller project, discuss in advance with potential private investors to see
their concerns, and draft a contract as simple as possible for both sides to make it
easier to enforce and less affected by political risk. One thing to avoid are the
complex financial mechanisms, such as co-financing with PPP a project agreed with
the EU for Cohesion or ERDF.
In such a case, a demand elasticity “practical study” should be undertaken, by
introducing a toll at a low level (cover the rest through “availability fee” from the
state budget), and observing fluctuations in demand once the toll is raised
gradually. Since all factors implied are very country-specific, no theoretical study
or survey analysis would produce full and reliable results in advance.
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Sebeş, Sighişoara). Bacău is actually
transited over its full length (12-13 km)
by the European road. All these
increase pollution, the risk of accidents,
and diminish the speed. In general, the
issue of by-passes around localities has
been neglected for a long time in
Romania, in spite of the fact that, given
the circumstances, they represent one
of the most efficient infrastructure
investments in terms of costs-benefits
right now.
Insufficient road capacity on
certain sections, now or in the
foreseeable future; a good traffic
forecast is needed to show the right
places where road infrastructure should
be developed. Road traffic grows in
normal conditions 1.5-2 times faster
than economic growth, and if rail
passenger traffic does not reverse its
downward trend, it would be fully
replaced by road traffic before 2020. A
good traffic forecast would show where,
for example, existing roads should be
enlarged (e.g from 2x2 lanes to 2x3, as
it was done on DN1 between Băneasa
and Otopeni). However, enlarging roads
for solving traffic problems is no silver
bullet either. DN2 between Bucharest
and Urziceni is rightfully considered a
hazard because it was partially
enlarged and gives the driver a false
sense of confidence that the road is
large enough for risky maneuvers.
Enlarging roads that cross linear
villages also make them more difficult
to cross by local pedestrians, increase
the average speed and the risks of
accidents.

2. Railways: a thing of the past, or
the Euro-future?
On rail, Romania, like other Central
European countries, had a head start
compared with Western countries. Before
1989, all freight traffic exceeding 50 km
had to be transported by rail. There were
restrictions on passenger road traffic, while
cars could be purchased with notorious
difficulty. It is therefore understandable
that immediately after 1990 the repressed
citizens of Eastern Europe, especially in
countries with harsh Communist regimes
like Romania, have embraced with
jubilation the personal freedom associated
with using individual cars. Studies show

that even companies, when they have a
choice, value highly the flexibility and
independence of owning their own fleet,
rather than having to rely on bureaucratic
railway transport.
Nevertheless, it happens that these trends
are at odds with the official EU
transportation policy. Considering this,
and other long-term economic and
environment issues, the Romanian
authorities are struggling hard to maintain
the existing share of rail to roads
transport. The share of freight transport
on rail is still much higher in Romania
than in EU-25, as tone-km/GDP, but the
trend is clearly downwards, as the rail
loses towards road transport. The shift is
caused, among other things, by the
inappropriate user charge on rail
compared to road.
Again, infrastructure maintenance
issues are very important for rail
transport. Because of underinvestment in
maintenance, 630 km (6% of the
network) have speed restrictions,
compared to only 386 km in 1995; there
are about 1,100 hazard locations caused
by maintenance backlog. The number and
total length of
weakened track
Travel by train from
segments generating
Bulgaria to Romania
hazard points have
can be made one hour
increased from 930
shorter by investing 1
and 480 km in 1992 to bn€ in infrastructure –
1,060 and 550 km in
or by a ministerial
2005. Bridges,
handshake, reducing
footbridges and
the borderpoint
tunnels with expired
bureaucracy
lifetime are
increasingly imposing speed restrictions
and require lowering the ranking of lines
in terms of average speed. Only 36% of
the track is electrified, the same figure as
in 2004, even though there are big plans
to reach 51% electrification by 2010.
A priority for the railway sector has been
to improve the standard of infrastructure
on the TEN-T network, because about
50% of all rail traffic moves over lines
designated as part of the TEN-T network:
this represents about 20% of the 11,364
route-km national network. The main
objective is to permit passenger trains to
run at 160 km/h and freight at 120 km/h,
at the same time implementing European
interoperability regulations.
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The TEN-T infrastructure rehabilitation
program began in 1999 with an EIB loan
which paid for rehabilitation of the 90 km
Bucharest-Câmpina section of the
Bucharest-Braşov main line. ISPA-financed
works between Câmpina-Predeal (40 km)
are tendered in 2007. The BucharestConstanţa line (225 km) is currently being
rehabilitated with ISPA and JBIC money;
Fundulea-Feteşti has just started in April.
The total cost of work on this line is put at
357 mil€. Curtici-Arad-Simeria is also
under tender, being financed partly by EIB
(300 mil€ loan). Rehabilitation on 16
stations is currently under way, as well as
modernization on another five.

bureaucratic hassles, which only require
better expertise and management to
improve. More attention and leadership at
the top are an inexpensive way to improve
things. For example, border crossing
points still represent serious obstacles: a
lot of time is lost with the change of
engines and the paperwork, which could
be further rationalized. As someone put it,
reducing by one hour the travel time
between Bulgaria and Romania cen be
done either by a 1 bn€ investment in
infrastructure or by a handshake between
the two Governments to facilitate border
crossing procedures.

This significant investment program is
already delayed by two-three years and a
substantial volume works has already
accumulated in 2007. These infrastructure
works affects seriously the schedule of CFR
Passenger trains as well as the CFR
Freight’s deliveries. For example, the line
Bucharest-Constanţa is open on one track
only on certain sections; passenger trains
leaving Bucharest need six hours to reach
Constanţa in the middle of the summer,
which is off-putting even for the most
resilient and passionate train-lovers. As the
motorway to Constanţa is almost ready,
and even a detour on national roads allow
people to get to the seaside in no more
than four hours by car, the risk is high that
passengers lost this summer would not
return to railway in the following years.

INFRASTRUCTURE PROJECTS TAKE
TOO LONG TO IMPLEMENT

One of the results of the EU accession is
that Romania has to ensure access for
foreign railway operators on Romanian
track, in which interoperability plays a
major role. Because of lower technical
standards, only 90 km were interoperable
in 2004; the railway strategy targets 4,300
km in 2015. There are speed restrictions
over a significant part of the network: 27%
of the network has a maximum speed of 50
km/h, and another 39% of the network has
a speed limit of 80 km/h. Comparatively,
the “European standard” is 160 km/h for
passenger trains and 120 km/h for freight.
These standards have to be complied with
in the following years at least for the rail
network on European corridors.

While there is a broad consensus that the
transport infrastructure must be urgently
improved during this EU budgetary cycle,
in the past two years all transport
infrastructure projects – new investments,
rehabilitation, modernizations, repairs,
maintenance – have experienced
significant delays. One explanation for
these setbacks are the floods of 2005,
which posed an additional strain on the
already overstretched institutions.
However, even before that, there were
institutional weaknesses and inherent
failures that only became more apparent
on that occasion.

While poor infrastructure is part of the
problem, and this is expensive to fix, slow
traffic is also due to inappropriate
signaling, traffic control and other

Fig. 5. Behind schedule: roads
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The increasing gap between on-going and
completed projects show a deterioration in
terms of implementation ability, caused
mainly by lack of capacity (high staff
turnover, particularly qualified people;
poor planning and lack of steady
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Fig. 6. Sibiu by-pass, financed from ISPA

Fig. 7. Railway bridge in Grădiştea

This abandoned structure is rapidly
depreciating. Signed in 2003 with the Italian
company TODINI, the contract was cancelled in
2007 because of poor performance of the
contractor. The design was changed during the
construction to upgrade the road to motorway
specifications. Works were around 60%
completed at the time of canceling.

The bridge over river Argeş in September 2005; it will
be returned to use in 2008. Floods in 2005 affected
seriously a large part of the country's railway and
road infrastructure, not only the famous Mărăcineni
bridge in Buzău. Given the magnitude of the damage,
repairs overstrained the implementing capacity for
other projects.

supervision of operations, such as land
acquisition and utilities relocation; frequent
changes in priorities). The situation is
similar in interventions, where only 30% of
the money has been disbursed, even
though some projects were approved as
early as 2000-2001.

2005 from a multitude of sources, as Fig.
8-9 show, so this cannot be an
explanation for these delays. The
damages estimated at that time amounted
to 182 mil€ for railways and 325 mil€ for
roads. Landslides in 2005 affected almost
900 km of road, 102 large road bridges,
5,512 smaller bridges, 60 km of railway,
and 30 rail bridges. Comparatively,
CNADNR can only absorb around 500 mil€
per year for road investment works in
total – so here we should probably look for
the bottleneck in the funds absorption.

There are serious delays in all projects
supported by international financing
institutions (IFI), these representing
around 80% of the projects currently
implemented by CNADNR. Out of a total
annual budget of 1.2 bn€, the investments
and rehabilitation represent just under 1
bn€, financed almost exclusively by IFIs
and the EU. A similar situation is
encountered in CFR, where large projects
currently under way have incurred delays
of at least two-three years3. Fig. 8 overleaf
summarizes the sorry state of these large
projects, some of which should have been
completed by now, and where progress is
extremely slow.
Significantly, even the urgent works
needed for repairs after the floods of the
last two years are behind schedule.
Funding has been readily available since

Most notably the Bucharest Constanţa line
financed under ISPA
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Several emergency works (notably road
bridges) were delayed by a lack in the
procurement capacity of CNADNR, as well
as by hurried evaluation of damages. The
extent of the damage was estimated
based on visual inspection and works were
valued at initial cost of the damaged
infrastructure restated with inflation –
which is probably less than what would
normally result from a detailed engineer
evaluation. The price of works has
therefore gone up after the intervention
started, and again by 30-50% in the
meanwhile because of accelerated wear
and tear of the damaged infrastructure.
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Fig. 8. Delays in big transport infrastructure projects

Institution

Year
started

Stage

Amount
from IFI

EBRD

Institutional development, Piteşti bypass

2002

By-pass works only 34% completed

EBRD

Constanţa by-pass

2005

Consultancy for design & supervision signed endApril 2007

145 mil€

EIB

Rehabilitation stage IV

2000

Should have been finalized in 2004, but at end
2006 only 20% was implemented

245 mil€

EIB

Rehabilitation stage V

2002

Should have been finalized in 2006, but first
contracts were signed in May 2006

240 mil€

EIB

Rehabilitation stage VI

2007

The appraisal phase was more of a project
identification; memorandum signed only in 2007
with 2-3 years delay

450 mil€

IBRD

Institutional development, by-passes
(Braşov, Reghin, Mediaş, Targu Mureş,
Bacău), emergency bridges

2005

Expected completion 2010. No by-pass under
construction, only 1% of the loan disbursed

225 mil$, of
which roads
149 mil$

JBIC

Rehabilitation stage III

2000

Timişoara Lugoj rehabilitation, Timişoara bypass, delayed because of poor performance of
contractor and low capacity of CNADNR to
enforce contract

82 mil€

10 financing memoranda for roads,
rehabilitation, motorways, by-passes

20002006

100% committed, but only 30% actually
implemented

EC - ISPA

10

Description

60 mil€

687 mil€
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Fig. 9. Money available for IFIs and EU
after the 2005 floods
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WHY THE DELAYS IN PROJECTS –
AND WHAT CAN BE DONE
The delays in implementing large
infrastructure projects in Romania have
causes that can be grouped into two
categories:
•

More immediate, having to do with the
implementation mechanisms, and

•

Long-term, related to the strategic
direction and political leadership.

For the existing projects, serious problems
appear in the short run due to
management and organizational instability,
loss of competent key staff (engineers,
lawyers, economists) and the disastrously
inadequate financial flows in the whole
sector. For future projects that must be
prepared now, the roots of the problem lay
in the lack of strategic vision and unclear
prioritization criteria. As a result, the
Ministry of Transportation, CNADNR and
CFR go periodically through frantic bursts
of activity, when they announce big plans –
usually, claiming to change completely
what has been done until that moment –
followed by relapses into routine and even
more implementation delays. In general,
the whole activity is driven by the urgent
need of “absorbing (free) EU money”.

SHORT TERM ISSUES
In the last two years and a half the sector
has witnessed a high turnover at the top:
four Transportation Ministers, five general

Recommended: While ministers are
politicians, the management of the
companies should be appointed preferably
by competition, on a fixed term,
performance based contract, with
transparent indicators and a monitoring
system. The performance indicators
should be connected to a certain level of
resources – that is, care must be taken
that these people do not get the blame for
underperformance determined by underfinancing or under-staffing.
A good management contract can be
prepared ideally when there is a clear
strategy for the transport sector, in which
CNADNR, for example, should have the
mission to meet the overarching
objectives of MT using
Micro-management
its capacity and
by politicians of CFR
resources. In this case,
and CNADNR should
there is a higher
stop; the
likelihood that the
management
budget would be clearly
contracts should be
prepared and more
performance-related
stable, and so will be
and made public
the general parameters
of the future programs
(km of roads to be rehabilitated or built
each year, ensuring very quick access on
infrastructure affected by landslides etc).
The management contract should specify
what happens if for various reasons a
lower level of resources is available (CFR
or CNADNR would have enough leverage
to state that with 80% of resources they
would finalize 80% of the initial program).
The management contract should
establish minimum targets to be achieved
by the manager per year to stay in
position.
Even without such clear strategy in place
(as it is the case in both CNADNR and
CFR), performance criteria could be linked
to “scenarios” (for a total budget of 2 bn€,
x-many km of road or rail should be
maintained at current standard, etc). This
approach would avoid the situation in
which the companies do not get adequate
funding because the minister wants to
replace the Companies’ management. The
management should be changed only on
proven, directly attributable performance
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1. Management instability

managers at CNADNR and seven at CFR.
Every new general manager comes with
new ideas, which usually do not dovetail
well with those of the predecessors.
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failures. The contracts must be well
negotiated and the critical elements (the
technical performance criteria) should be
made public. This would seriously hinder
the micromanagement by the Minister and
political interventions in technical matters.
2. Lack of autonomy in companies
CFR and CNADNR should act as
independent public companies; in reality
the Ministry is micro-managing the current
operations of both entities. This is seen
from the fact that they have practically no
business plans – meaning, operational
documents with key performance
indicators, with clear five-year goals, an
annual asset management plan, as well as
a financial plan. CNADNR and CFR are not
supposed to be financially self-sustainable
without budget allocations from MT, but
this does not mean the allocation principles
should be clearly defined. So far, they have
not been (see the discussion below on
Road User Charges and Track Access
Charges / Public Service Obligations).
Project delays are caused also by lengthy
evaluation procedures. For every single
contract there are three representatives
from the Ministry in the evaluation
committee. This is absurd, particularly as
the people from MT do
not have the specific
CNADNR is losing
technical skills to
qualified staff
evaluate sophisticated
precisely at the
equipment; in addition
moment when it has
the same three people
to shift one gear up
have to be present in
in spending, from
evaluation committees
500 mil€ to 2-3 bn€
for hundreds of
per year
contracts. Companies
should have more autonomy on how they
contract works and consultants and how
they supervise works.
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Recommended: The Ministry should
prepare a sound Road User Charges /
Track Access Charges system, and the
Companies must also insist on this point.
Such a system to pay for infrastructure use
is not merely a “favourite toy of the
economists”, but an EU requirement: see
the Road User Charges system described
by the Directive 2006/38/EC and the
previous one in 1999. Track Access Charge
for railways must also be urgently
implemented together with liberalization of

rail passenger and freight market. Since
the evaluation committee membership is
set by ministerial order, it can also be
changed in the same manner. MT is
represented in the Board of the
Companies, so it already has an
instrument of control. In addition, the
ministry could perform random checks on
evaluations or hire a consultant to do so,
if they so wish. Overloading its staff with
routine operations they are not able to
carry out in practice is a recipe for delays
and sub-standard work.

3. Loss of staff
Estimates show that more than 50 key
staff are needed by CNADNR to continue
its activity at a normal level. These are
people hard to attract and retain:
engineers, lawyers, procurement
specialists, financial experts. A similar
situation can be found in CFR, where for
example only four people manage all IFI
projects (including procurement,
disbursement, evaluation, reporting). The
sense of drifting in these companies in the
past years, coupled with an indifferent
human resource policy, has led to
numerous desertions, especially among
the staff with high professional motivation.
This has happened precisely at a moment
when the salary differential between the
private and the public sector increases, in
particular for qualifications such as civil
engineers and procurement experts.
Recommended: All entities (MT,
CNADNR, CFR) could hire part-timers
(consultants) to fill in skills gap and train
the remaining, younger staff. The
companies and ministry should provide
decent salaries to competent people to
prevent them from leaving the sector, as
the pressure from private firms is on the
increase. This process started in CNADNR
a few months ago, but salaries are still
attractive only to beginners. A qualified
engineer finds employment in the private
sector at roughly four times his salary in
the public sector.
This loss of human resource is particularly
worrying, considering that CNADNR will
have to implement projects worth 2 bn€
per year from now on; until now it has
barely managed to implement 500 mil€
per year.
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WHY DO THE STAFF LEAVE?
Qualified personnel from CNADNR, CFR and MT itself has left in recent months. The main reasons
are:
•

The salary gap with the private market; the 75% increase in salaries of those who work with
EU funds was not matched by a similar financial incentive for people performing the same job
on other projects of similar importance, financed from another source; in addition, in CNADNR
there was obvious frustration when, in 2005, the 13th salary of those who did not get the raise
was used to pay the non-budgeted-for increase of ISPA people’s salaries.

•

Poor strategies for training and non-wage incentives. The best qualified employees of the
Company were in the past rewarded through training programs abroad, which compensated
the otherwise small salaries (both the professional value of trainings and the per diem were
appreciated). At some point, the strategy was changed as to send “everybody” abroad, instead
of focusing on the core, highly skilled staff.

•

In the past year, the CNADNR has undergone no less than five internal re-organizations. This
has led to major disruptions and difficulties for the staff to adapt to this (largely, unnecessary)
stress.

4. Lack of accountability on
projects and tasks
Under the current procedure, nobody is
assigned to look after a project from
beginning to the end and to take
responsibility for its proper delivery. The
whole planning and programming capacity
– including standardized procedures – is
practically missing. Once the project cycle
management will kick in, it would be
extremely important to make sure
somebody is monitoring the critical path.
Right now it is difficult to see how many of
the delays were caused by lack of directly
responsible persons or by lack of strategic
approach. The need for responsible project
cycle managers will become obvious under
the new rules applicable after January
2007, when the results are going to be
checked only at the end (structural funds)
and not by constant supervision (current
IFI approach).

Decisions in strategic matters are taken
now ad hoc, based on political visibility
only. To avoid delays in implementation,
essential but "unpleasant" parts of the
project cycle are skipped or postponed
indefinitely, which may derail the whole
schedule – e.g. the environment impact
assessment4. To avoid financial
constraints and budget ceilings PPPs are
sought as an easy way out. This is a
mistake, because PPPs should be regarded
as commitments made off the balance
sheet (i.e. off responsibility of CNADNR
and CFR) only when the private sector
also shares a fair amount of project risk.
Otherwise, such contracts are not PPPs,
but simple service procurements.
Recommended: Strategic studies should
be properly prepared, such as the General
Transport Master Plan and Road User
Charges, and their results must be
actually implemented, not forgotten in a
shelf, as it has been the case until now.

4

For example, the Caransebeş road by-pass
was delayed five years because CNADNR
postponed the EIA planning for later in the
process. The feasibility study in 2002
suggested the alignment of the by-pass to
cross a town park. Locals protested openly.
The feasibility study had to be adjusted to a
new route, and it is being finalized only now, in
2007.
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Recommended: Project managers should
be assigned for each major project (no
more than 2 or 3 projects per manager). A
group of international internal consultants
could then work within CNADNR/CFR as
project managers. This could be better
than using external project implementation
companies, because it brings know-how in
CNADNR and CFR. Alternatively, the
external project implementation company
could provide professionals on specific
tasks upon demand, based on a framework
contract.

5. Lack of interest and capacity for
strategic decisions
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THE MODAL SHIFT
It has been almost two years since MT has considered seriously the substitution
between roads and rail. However, the overall traffic volumes for rail have declined
sharply by 36% in the ten-year period 1995-2005, while the passenger traffic dropped
over the same period of time by 54%. Traffic has shifted to roads, mostly because
road charges are lower and/or less visible than track access charges. Over time,
reduction of rail traffic has caused the number of passenger trains to decline, thus
accelerating further the migration to road (why wait for the train for three hours,
when there’s a minibus in just 10 minutes?) In case the current trend for passenger
services is maintained, passenger traffic would disappear before 2020. Rail is
encouraged in EU because it is less polluting, does not lead to congestion, and is safer
than road transport. Romania has lost rail market share in 15 years more than the EU
countries in 50 years (Fig. 10 and 11).
Fig. 10. Modal shift: passengers
Road

Fig. 11. Modal shift: freight
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5.1. The General Transport Master
Plan. This particular study should be given
all the attention necessary, since it is a
critical document for the whole sector. It
must be properly coordinated with the
PHARE and WB studies on market survey
for CFR passengers and with a reliable road
user charges study. The Master Plan should
cover substitution
If the new Transport
between modes
Master Plan is not
(roads and railways)
made public when
and intermodal
completed, it will
aspects (transport
remain (another) heap
through various
of paper paid by the EU
modes and the
and thrown in a drawer
links).
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Currently, a General Transport Master Plan
study was contracted under ISPA and is
being prepared; it is likely to be ready in
May 2008. This document should represent
the basis for any long-term strategy in the
transport sector. Ideally, it would fill in the
missing information on the harmonization
of different sectors and transport; correlate
budgets and strategies; create a coherent
transport database and transport model.
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Staff should be designated in the entities
involved (Ministry, Companies etc) to
facilitate the consultant's access to quality
information and a permanent dialogue
with decision makers.
However, it appears that the Master Plan
does not get the proper attention from the
Ministry of Transport and the Companies.
There is a risk that it will be regarded as a
“free study on free EU money”, as there is
no political commitment to it as a
framework for future strategies. We have
already had a similar experience with a
Road User Charges study financed by EU,
which was largely ignored by MT and
CNADNR5. The General Transport Master
Plan also relies on the results of another
EU-financed study done by Prointec, called
"Preliminary analysis and diagnostic of the
5

Notably, the Master Plan terms of reference
do not even mention the existence of a
previously done Road User Charges. This study
is crucial for the prospects of the whole road
sector – not to mention it was also financed by
EU.
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transport system". This study should have
been finished in July 2006, but the
consultants have presented four draft final
reports which were consecutively rejected
by MT for poor quality, and the results are
not ready yet for use by the GTMP
consultants.
Another similar transport master plan was
prepared in 1998 by Prognos Co, paid
through a PHARE contract. The consultant
created a transport model which should
have been used by MT staff as a strategy
preparation tool. This, however, has never
happened, either for lack of interest of
capacity in the ministry.
In order to ensure a better public support
for financing from the Ministry of Finance
and greater stability of strategic decisions,
all these reports, studies, and the Master
Plan Strategy itself should be made public,
and pro-actively pushed to the press and
the public opinion. True, like in any other
country, certain aspects of the transport
policy (locations of new projects or
different priority axes) are matters of
political decision rather than technical
criteria. It would be unreasonable to expect
a fixed strategy for 20 years in a rapidly
changing economy.
However, this study should be centered in
a very fundamental point, and finally the
message should be something like: “These
are the perspectives for transport
development based on expected growth in
the next 20 years. MT and the companies
can allocate and absorb this amount of
budget on these priorities; while some of
priorities might be dropped, giving up of
one priority would have this (financial,
economic) impact”.

There are many options for a good Road
User Charge system. For example, a Road
Fund can be created, having an
independent Board (composed by
transporters associations, NGOs etc.),
which could manage a Fund getting
allocations from fuel tax, tolls, vignettes
and allocate the
money to the Roads
With the current trend
Companies based on
and no strategic
projects. This functions measure taken, by
2020 the passenger
in some developed
countries (USA, Japan, rail service will
disappear completely
where the system
works smoothly and
the planning/programming process is very
good), as well as, paradoxically, in
underdeveloped countries (sub-Saharan
Africa, where it is one of the few ways to
make sure money for roads is allocated to
the right purpose).
Another option, used in multiple forms in
some European countries, is to create a
transparent system where road users
know exactly how much they pay and for
what, without an earmarking of budget
revenues. The advantage of the second
system is that the Roads Companies
compete for money with other users of
state funds and must present a program
that is more compelling than other
sectors’.
In any forms, the fuel taxes, excises or
vignettes should be matched with the
marginal costs to using the infrastructure
(additional “damage” caused by a car);
tolls are mostly a tax for availability of
roads. Shadow tolls are availability fees
paid by state, but in a transparent

6

A concept better known in health care.

e@SAR| August 2007|

5.2. User Charges studies. Such studies
will show how much road users should pay,
based on a similar principle to the track
access charge for railways. These
estimates are needed to determine and
plan the proper financing for the road and
rail sector respectively. A Road User
Charges study was already done under
Phare by Prointec, but its results proved
unsatisfactory. The study basically
concluded that the current mechanism for
road user charging is appropriate, even
though results on the ground show that
CNADNR can barely cover around 20% of
its current expenditures with its revenues.

The principle behind a good road user
charges system is a transparent
computation of the cost with road use per
unit (passenger car, tone freight etc.), and
how it is covered. Road users pay through
vignettes, taxes, tolls and so on. The idea
is that users should pay an amount
commensurate to their actual “utilization”
(wear and tear; availability of road;
pollution etc.). Practically, a road user
charges study would prepare a sort of
“virtual invoice”6: an average estimate of
how much each category of road users
should pay for their consumption.
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Common ways to charge road users effectively
The costs to be covered consist mainly of maintenance, rehabilitation, investments; and less
congestion, which is mostly a local cost.
•

Vignette is not perfect as proxy for road use charge. You pay a vignette whether you use the
road once per year or daily, so the value that can be attached to a vignette depends on an
average estimate and “affordability”.

•

Fuel taxes are quite good proxies for charges. Fuel consumption varies with distance of travel

•

Barrier tolls and other taxes charged on particular sections of roads / bridges / tunnels.
While this is probably the fairest solution, they raise affordability issues and the traffic
becomes sensitive to even small variations in the rates charged. In principle, tolls should cover
operational costs on that particular road section / bridge / tunnel.

and weight of vehicle (this latter not enough, this is another reason why vignette is good). Fuel
is used also by other consumers, like farmers who own a tractor for agricultural purposes. It is
possible to design a proper compensation mechanism (returning the “tax on fuel” by, say, a
mechanism to support use of tractors in agriculture). Given that one of the urgencies to create
a road user charge is to avoid further modal shift from rail to roads, particular care should be
taken with charging diesel fuel. Since only 36% of the rail network is electrified, on the rest of
the network engines run with diesel; thus, charging extra excises on diesel would affect the rail
also.

In addition, fuel taxes could be split between local authorities (for local and county roads) and
central bodies (for “national roads” and motorways). This is good for the transport network as a
whole. Charging, as well as network optimization, are the strongest arguments to create in the
future a mechanism of local authorities transferring management of local roads to CNADNR –
DRDPs on contract.
manner, where users are subsidized but
the extent is clearly known.
In Romania, a proposal was put forward in
2002 to create a road fund with an
independent board. At that time, a solution
was sought to manage appropriately the
revenues from the Special Road Fund,
financed from fuel taxes; in the meanwhile,
in 2004 the Fund disappeared. It was
however perceived as not suitable, because
it created little incentive for efficiency
improvement (competition with other
budget spenders on a limited amount).
Earmarking of budget revenues is not best
practice and can lead to suboptimal use of
money, or overspending. The whole point
of road user charges is to make sure road
users pay an amount commensurate with
“what they consume”; that is, a proper
allocation of the costs with investments,
rehabilitation, and maintenance.
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These can be made clear and transparent
through a medium term budget exercise,
or in program budgeting. It would be very
fortunate if CNADNR came up with a good
road user charges study, prepared together
with an experienced consultant, publish the
results on its website and push the findings

as much as possible to the press and the
public opinion. This would create leverage
to get additional money from the budget.
It would be also good to this EU-wise, as
implementing a Road User Charge system
to cover operational costs becomes
mandatory for all EU member states from
2012.
What is true for roads is also true for
railways: the track access charge is the
equivalent of Road User Charge in
railways. Given the specificities of the
sector, it is clearer and can be charged
directly and transparently to those who
use the track, being also more acceptable
from a political point of view. In Romania
there is a formula, based on distance, but
not on weight, so track access charges
should be equal per unit for passenger
and freight.
Historically, the problems encountered in
the sector were: cross-subsidization (with
CFR Freight supporting Passengers) and a
vicious cycle of compensation and debt
accruals. Since the current track access
charge formula is based on train km,
regardless of weight, the higher track
charge for CFR Freight (albeit justified
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given the higher weight of fully loaded
freight trains, causing higher wear and tear
of the track) might be an indication of
cross-subsidy from Freight to Passengers.
The track access charge system will be
modified in 2008, when a new
methodology will be finalized. This will take
into account the type of train, type of track
(high speed, congested etc), and weight.
While fairer, there is always a trade-off
between fairness and ease of computation.
The operators are already worried about
their total amount to pay.
In CFR Passenger operations, the budget
pays for the public service obligations
through a transparent subsidy or the
equivalent of “availability fee”/”shadow
toll” in motorways. The amount actually
paid in Romania by the budget is less (and
paid with delays) than the
amount needed to cover the
Transparency is
difference between track
key for the
access charge and actual
efficientization of
cost. CFR Passengers does
infrastructure
not have enough money to
funds
pay CFR for the use of
infrastructure and accumulates debt; the
latter does not have enough money to pay
social taxes to the budget and debts to its
suppliers, such as Electrica. CFR centralizes
the railway payment obligations to
Electrica, so it has to pay the full bill for
electricity consumed by the two stateowned operators, Passengers and Freight.
Without proper payment from Passengers,
CFR does not have enough money to pay
the electricity. The now private Electrica
threatens to cut off the power to the
system, which would also affect Freight
and other private operators. There is a
high risk that, instead of MT allocating the
full amount of the Public Service Contract
to Passengers as it should, it would prefer
to leave CFR SA reduce staff salaries or
further cut maintenance expenditures to
pay the debts.

6. Hasty decisions on company
reorganization
Roads: There are signals and public
statements that the Company will be
completely reshuffled in the next months.
The intent is to split the Company in two:
•

one company for new, big projects
(investments, rehabilitation, PPPs),
which would be “economically viable”,
bankable, and politically visible;

•

one entity (probably organized as a
Government agency or Ministry
department) which would deal with the
administration of the network and
maintenance.

The idea is not necessarily a bad one.
There might be some advantages, such as
a certain degree of transparency on the
use of funds and visibility of revenue
streams. But such a dramatic change
requires a careful analysis beforehand.
This split is possible when all mechanisms
to plan and finance maintenance are clear.
However, this is not the case. Investments
and maintenance are even now too far
apart – investments are done without
careful consideration of future increased
maintenance needs - and there is a good
chance that the split would be even
greater. There is a risk that the first entity
will become a shiny jewel and
maintenance would be fully neglected, a
practice already deeply rooted in CNADNR.
For example, let us see what happens
when a plan is approved to build a new
road. As a project, this needs to take into
account its full life span, as the costs and
benefits can be considered over the entire
period. One must set a clear mechanism
to ensure from the beginning of a new
project that additional funds will be
available to maintain that road at
adequate standards during operation.
Also, there must be a clear mechanism in
place to transfer the road from the first
company to the other. In its absence, it
might happen that the second entity
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This situation is perpetuated by the
absence of performance agreements
between CFR Passengers and MT (to
specify what redress CFR Passengers would
have in case MT does not pay its
obligations, as it always does until the end
of the year). There should also be an
agreement between CFR SA and CFR
Passengers to specify what happens if CFR
Passengers does not pay its Track Access

Charge in full. Right now, while there are
legal contracts between these entities,
they are practically not legally enforceable
without the above-mentioned necessary
clauses.
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complains of the poor quality of the road
execution as a means to justify increased
spending on maintenance. In addition, the
existing staff is suspicious of new changes
and defensive. Such transformation
threatens to be a complete failure if the
whole body of staff is resisting it.

travel companies. This was actually done
before in 2000-2001 for a few months and
seemed to work better than initially
expected. The short distance routes were
a social service for poor and non-paying
commuters, and were a financial problem
to CFR Passengers.

CFR: In an attempt to improve project
preparation, CFR management decided to
create a specialized department with good
experts (lawyers, economists, engineers)
who would work from design to tender on
all new projects, regardless of the financing
source (budget, loans, IFIs) or type of
intervention (new route, rehabilitation,
maintenance). The department is planned
for 24 staff, relocated from other parts of
the company, thus reducing the capacity of
the offices from where they come; right
now only six such positions are filled.
Practically the rest of the company will
implement the projects prepared by this
“taskforce”. While the idea is not so bad in
principle, as it ensures a better
coordination of railway infrastructure
investments, it should be implemented
with great care. Given the complexity of
the projects that CFR is supposed to
prepare and manage in the next years, this
entity may become a bottleneck itself if it
is not appropriately staffed.

For a short wile, when these local trains
were managed by regional companies, an
interesting development has occured:
local authorities, for fear the lines should
close leaving commuters with no transport
alternatives, united and decided to cofinance jointly the local trains. They also
started to provide assistance in catching
non-payers, through joint actions of local
police and train inspectors, and to use
police to catch people who dismantled rail
track components for sale as used iron
(Fig. 12). The impact of this split on rail
infrastructure would probably be that a
part of the 3,000 km of track which should
now be spun off would become financially
sustainable, with co-financing from local
authorities.
Recommended: While the arguments for
reorganization might be valid, a careful
analysis and consultations have to be
done before the final decision is taken.

LONG TERM ISSUES
7. Poor planning & budgeting in
CNADNR, CFR and MT

Fig. 12. Luncoiu Viaduct, July 2005
On this low traffic railway not far from
Deva bolts and smaller pieces were stolen
for sale by local thieves
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Regarding the operators, the latest idea is
to split CFR Passengers into a longdistance traffic company, which would be
commercially viable, and suited for
privatization; and 8 regional short distance

The ministry, CNADNR, and CFR simply
cannot prepare a longer term, internally
consistent program. Priorities, from
overarching goals to day-to-day project
management, have changed lately
depending on who was at the top. Budgets
are prepared in the same historical way as
they have always been: budget ceilings
are indexed by the growth of GDP and
inflation. The problem is, the transport
sector develops more rapidly than the
overall GDP, and programs approved must
be followed consistently. What is needed
is a clear vision, a level of professionalism
that would allow for planning over longer
periods of time (exceeding political
cycles), and a capacity to realize what are
the key priorities and give up on other
projects. This is why the General
Transport Master Plan study results have
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to be realistic and ready for
implementation. This would help create an
internally consistent vision and a medium
term expenditure framework / budgeting
flowing from it.
Budget requirements for one particular
year are clearly overstated compared to
actual figures allocated in previous years
(Fig. 13). CNADNR should reasonably
expect that the budget allocation should
not be much higher than in the past. The
chart shows that there is no clear trend for
any particular expenditure category, for
example capital repairs increase in 2006
but are reduced in the budget for 2007 or
the unusual allocation for maintenance in
2005, when the short term commercial
loans for maintenance were used. Given
this seemly arbitrary allocation, CNADNR
could not prepare an adequate program for
the following year; a five-year business
plan is totally out of question. On the other
hand, the practice is known of CNADNR to
overstate its needs, because it knows it will
get “one half of whatever it asks for”7. The
figures are from CNADNR allocated
budgets.

The budgeting capacity in all entities (MT,
CFR, CNADNR) is extremely weak. The
budget for the transport sector is based
on the routine method of a ceiling being
communicated from the Ministry of
Finance, which grows every year with the
economic growth and inflation. However,
traffic grows more than GDP (the SOPT
figure is 1.5-2 times more). The programs
are not correlated with plans in other
sectors (such as local economic
development), at least until the Master
Plan is finalized. Romania’s multi-annual
budgeting system is still in its infancy and
planning on programs has only been
implemented one or two years ago, in a
largely formal way.
8. The volatility of investment
strategies
Since road investments are highly visible
to the wider public and fit for ribboncutting, every minister brings its own
views and proposes a new strategy. A few
examples below.
The Roads Strategy for 2005-2015, a
very ambitious plan prepared in late
2004. Currently there is no reference
to it in any current official document,
such as the Sector Operational Plan for
Transport negotiated with Brussels. It
is only mentioned in the
accomplishments of the governing
program in the first quarter of 2005.
This means that either the strategy
was taken over from the previous
government, or that it is an initiative
of the government after 2004,
abandoned and partly recuperated in
subsequent strategies. The strategy
was an overly ambitious plan to build
1,600 km of motorway between 20052015, with a spending plan of 10.5
bn€); rehabilitation and upgrading of
6,800 km of national roads (6 bn€);
construction of by-passes (800 mil€);
bridge rehabilitation (100 mil€). To
this, additional 4 bn€ were needed for
maintenance. The strategy was
unrealistic from the very beginning,
since its implementation would have
required a surge in public expenditure
from 1.3% of GDP in 2003 to 4.6% of
GDP in 2009.

•

Motorway strategy of previous minister
Berceanu, described initially by his

Fig. 13. Actual vs. budget: main road expenditure
2,500,000

Motorways
Rehabilitation

2,000,000

Maintenance
Capital repairs

1,500,000

1,000,000

500,000

0

2005

2006

2007
allocation

2007 budget

7
This is valid particularly for maintenance. For
new investments typically the budget exceeds
CNADNR’s implementation capacity (that is,
since 2000 CNADNR receives more money for
investments than it can spend). This is why we
have reservations to MT and CNADNR’s
optimism that they would be able to meet their
ambitious investment plan.
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successor as “lines drawn on a map”.
There is little evidence that the
proposed strategy factored in the
length and complexity of the project
cycle of building a motorway, which
could take up to 50 months. It was not
visibly correlated with other strategies
– not even in transport, such as that for
railways. However, although in theory
discarded, this strategy was the only
new document published on the
website after Minister Berceanu’s
replacement.
•

•

•
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The Strategy of rehabilitation /
modernization of national roads, in 15
stages. This is probably the oldest and
most consistent strategy in road
transport, perhaps because it was
largely co-financed by the European
Commission and International Financing
Institutions (EIB, EBRD, JBIC). Since
2000, over 3,000 km were rehabilitated
under this program. In the last years,
unfortunately, the volume of works
delayed has increased.
Sectoral Operational Plan for Transport
(2007) and its Complementary Program
(latest version July 2006). These were
prepared for the absorption of ERDF
and Cohesion funds. The Sector
Operational Plan was returned once
from Brussels for clarifications, and the
Complement Program was not updated
since 2006, although the latter should
detail the SOP-T project by project.
Both are supposed to be updated when
the General Transport Master Plan is
finished (expected date, May 2008).
The plan submitted by former minister
Berceanu at the beginning of 2007, to
allocate 1.4 bn€ from the National
Development Fund to roads
development. Under the current
minister, the sum was reduced to 350
mil€. The NDF was created in late 2006
from proceeds of privatizations of large
SOEs, with the purpose to finance large
scale infrastructure projects, but as of
today it is not yet operational because
the government has not finalized the
methodology. In terms of works to be
financed, Minister Orban’s plan is a
subsection of the more ambitious plan
of his predecessor (Ploieşti Vest bypass rehabilitation, construction of bypasses for Iaşi, Suceava and Oradea,

as well as Bucharest-Braşov motorway
are found in both proposals).
•

Public statements made by top officials
about expressways (four sections,
mostly for better connections with the
two motorways towards the West; 380
km, 1.2 bn€). This is a new initiative of
the current team managing the roads
sector, but no clear financing sources
were identified. These expressways are
a complete novelty:
greenfield investments, Broad, multi-annual
strategies rarely
not rehabilitations of
survive more than
existing roads, as they
one year before
run parallel to existing
falling into oblivion
national roads in order
to avoid the linear
towns. As such, they would require a
long time to develop, involving the
whole process of land expropriation,
utilities relocation, etc.

•

In May 2007 the media reported a
controversial construction program in
Cluj county: a motorway financed with
public money to accommodate a
private investor (Nokia) by providing it
with access to a new industrial park.
Such controversies, justified or not,
further affect the confidence of private
investors in the Romanian
Government's plans.

•

The Bucharest by-pass (different from
the existing ring road). This would be
an important and without doubt useful
project, and it appeared to the public
attention in one of the Minister’s press
conferences in June 2007. The
feasibility study will be done, and the
expected price would be around 700900 mil€, or even more, given the
exponential increase in land prices
around Bucharest.

•

Public statements about minor
rehabilitation of roads towards tourist
areas, all with imprecise financing
sources; there are rumors of possible
allocations from maintenance funds.
The Minister stated publicly that he
would prepare an application for up to
100 mil€ from the state budget on
2008.

•

PPPs. Romania has already had several
unsatisfactory experiences with PPPs in
transport, but the management of the
sector does not seem to have learned
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Fig. 14. Volatile strategy for the motorway projects
Contested routes
Unclear financing source
New express roads (2007); no
details available
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•

any lessons. The first failed attempts to
involve the private sector took place in
the late 90s. An international tender to
finance, build and operate the PiteştiBucharest-Constanţa motorway was
launched in 1997, and two international
consortia submitted bids the following
spring. The process stalled and the bids
were resubmitted a several times,
because the private investors required
public contribution to make the project
marginally viable. A later attempt to
operate Bucharest-Piteşti as a private
concession was not very attractive to
investors either.

•

One more example is the recent idea to
build motorway sections on BucharestBraşov with private participation. In the
first phase three companies responded
(Ashtrom Roichmann, Vinci, Strabag)
each submitting a bid for one section.
About two years were spent unfruitfully
with negotiations on details, and then
the process was restarted, this time
with a consortium made of four local
companies who won a section. Only
time will tell if they will manage to be
more than just a contractor for a
service fully paid by the state.

•
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Even if not exactly a PPP, the wellknown Bechtel contract further creates
difficulties for future PPP contracts as it
undermines the credibility of Romania’s
public authorities vis-à-vis the private
sector. Payments were delayed for two
years without obvious reason, and
there were attempts to renegotiate the
contract. Right now there are
speculations that in the end the
contract value will be more than twice
the original amount (from 2.5 bn€ to
almost 6). The situation could have
been different if the motorway
construction had been put out for
tender instead of a non-transparent
direct negotiation. Even after these
experiences, there are still grand plans
for the near future. MT’s public
statements are that it envisages
possible PPPs in the railway sector,
where the international experience is
even more limited.
Unlike roads, railways have benefited
from a more stable strategy after 2005,
which focuses on interoperability with
EU and raising the market share, track

access charges, public sector contracts
and reorganization of CFR Freight and
CFR Passengers. Recent statements by
the Minister (CFR Passengers
restructuring by a split into 8 regional
companies for commuters and one
long distance traffic company to be
privatized) seem consistent with the
current strategy. However there are
signs that the new leadership is
considering PPPs in railways; it is not
clear how these would fit into the
existing strategy. What is more, the
2005 strategy is also extremely
ambitious and very likely
unsustainable: capital investments for
CFR were planned at 0.3% of GDP in
2005, to increase steeply to 1.3% of
GDP in 2009, and this does not include
past liabilities of 1.5% of GDP.
In addition to having a lot of different
strategies, these are not prepared in the
same departments, following a standard
procedure. For example, the motorway
strategy on MT’s website
was an initiative of
Strategic changes
Minister Berceanu, with
through off-theinputs from CNADNR.
cuff public
The General Transport
statements should
Master Plan is prepared
stop
by a consultant who has
as direct client the General Directorate for
Foreign Financial Affairs of the ministry. It
is uncertain to what extent these
strategies are discussed with the budget
department, not only as a total volume,
but also in terms of prioritization.
Lower down the level of strategic decisionmaking, a further reason why CNADNR
and CFR have a poor strategic vision is
that until now, they have acted mainly as
project implementers for IFI funded
projects. The prioritization was done by
these IFIs and there was no pressure on
the companies to develop strategic
thinking. Even their own corporate plans,
to the extent that they exist (such
documents appeared for the first time only
a few of years ago), were meant to
respond to IFI conditionality. It is not clear
to what extent they are more than boxticking exercises, or adequate for other
projects than those funded by IFIs.
With a well designed Master Plan, there
will be more flexibility in the long-term
strategies to allow for changes in
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Budget planning for roads maintenance in CNADNR
•

The local offices (7 regional directorates for roads and bridges, DRDP) of the CNADNR submit
their “assessment of needs” to the head office.

•

The budget shrinks successively in CNADNR head office, MT, MEF;

•

The final budget figure is two-three times lower that the “assessment of needs” prepared by
DRDPs.

The “assessment of needs” is prepared based on estimates of DRDPs of what would be required
to keep the network at initial standards. There is no incentive to reduce the assessment values
because there is reasonable expectation from DRDPs that they will get “a third of whatever they
ask for”. It is not very clear how the final budget is allocated on priorities. As a result, we have a
system where rigidity and perverse budgetary incentives prevent us from even knowing what the
real situation and needs are.
Each DRDP should have in theory the capacity to prioritize on technical criteria. CNADNR employs
partly a program for standardized road investment prioritization. If appropriately used, this can
give a clear and transparent list of priorities for maintenance based on technical parameters of
the roads, reflected in the IRR score for each road maintenance work. However, there is no
clear legislation requiring compliance with a standard cost-benefit analysis
methodology, traffic data is not reliable, and neither are the road condition indicators (there
are multiple non-integrated systems for the inventory of road condition).
“Needs prioritization” is based on combined visual inspection and technical criteria / IRRs. Badly
damaged roads, which generally have indeed higher IRRs, are given higher priority; the
remaining roads share the rest of funds.

government and different visions of
democratically competing parties. Still,
roads and railways are built to last. They
require significant public resources, longterm thinking, and must ensure efficient
transportation in the long run for the
economy and citizens. Completing a road
or bypass started under a predecessor
should also be regarded as a political
priority. Project with long cycles (such as
motorways) require at least two years and
a half until initial procedures are finalized,
land purchased, design details agreed, and
a proper environment assessment done.
Afterwards at least two more years pass
before the project construction is over.
Recommended:
The ministry decision makers should
follow the recommendations of the General
Transport Master Plan and Road User
Charges. A consistent set of prioritization
criteria must be put in place for major
projects; these criteria would be developed
in the GTMP consultancy.

Finally, a Steering Committee must be
set up for the state-owned railway
companies. In fact, such a committee was
created in 2005 to coordinate actions
across the sector, but it has never become
functional. After all, the infrastructure
should provide a service to the operators.
8

With some caveats, this is a success story
that waits to be generalized within CFR, CFR
Freight and CFR Passengers.
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At company level, a robust management
information system must be introduced in

CNADNR, similar to IRIS in CFR8. This
management system would ensure that
there are formalized procedures for every
major process in the company, from
strategic planning to sensitive tasks, such
as consistent data collection and
tendering. In the prioritization of projects,
clear technical criteria must be used for all
projects, from investments and
rehabilitation to maintenance (IRR based).
A consistent strategy for land acquisition /
expropriation must be put in place, in
order to minimize durations and costs. In
many projects, such as
extension/enlargement of existing roads,
utilities management is very important,
including the land acquisition for utilities
relocation.
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The steering committee should coordinate
major programs, like as finding a common
solution for operators while major track
rehabilitations take place (temporary bus
service for rail passengers, etc). There is a
clear lack of communication between the
railway companies in major decisions, and
uncertainties about each other’s decisions
impede on the strategy and program
formulation. The Committee should create
the coordination framework for
infrastructure maintenance programs with
the traffic of operators.
The Steering Committee must also ensure
proper communication between CFR, the
two state operators (passenger and
freight) and the Ministry, to create a clear
and enforceable framework for the
subsidies requested and received by CFR
Passengers. It sould be under the firm
hand of the Ministry of Transport and take
responsibility in allocating in due time
enough funds to cover the Public Service
Contract obligations (that is, the subsidy
per passenger, to which CFR Passengers is
entitled). The Steering Committee should
thus ensure that contracts between MT and
CFR Passengers for Public Service
Contributions are enforced, as well as the
contracts between CFR Passengers
(/Freight) and CFR Infrastructure for the
payments of track access charges in time.
9. Poor risk management, causing
delays in projects

they should be nevertheless considered in
the planning process, which was very
rarely the case until now.
This is even more urgent since, for
example, the investments proposed by
CFR in the following years will go up fivefold, and those by CNADNR three-fold.
This unusual increase in the demand for
services from the public infrastructure
sector, on top of the existing one in the
private sector, is likely to increase the
stress in the construction market, create
bottlenecks and drive up prices. Such
factors should be considered and
mitigation measures included in
strategies; otherwise unmanageable
delays will appear. For instance:
•

Broad framework contracts should be
concluded with the utility providers by
CNADNR, in order to minimize friction
in each individual project or work
location. Such a memorandum of
understanding was successfully agreed
in 2004 with Electrica for the BăneasaOtopeni road enlargement; this
experience should be generalized.

•

A plan for land acquisition should be
prepared ahead of time, before the
work contract with the construction
company begins. Ideally that would
mean working with a time perspective
of four or five years. Otherwise, prices
for land go up, and additional legal
complications appear for CNADNR.

There are things affecting the normal
course of business and implementation of
current operations which happen only in
exceptional cases (floods). However, most
of the causes invoked for delays in
implementation of current projects are
things that occur with astonishing
regularity and are far from being
unpredictable. Two critical points in the
project management cycle where delays
usually appear are the relocation of utilities
and the land acquisition, both the
responsibility of the public beneficiary of an
investment contract.
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In addition, there are external constraints
such as those posed by the labor force
market (increasingly tight); the
constructions market; the market for
supervision consultants on smaller
projects. While these risks cannot be
directly managed by the two Companies,

Fig. 15. CNADNR seems to discover in every
large project, with great surprise, how
difficult the expropriation of land and
relocation of utilities are
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Planning is crucial in dealing with external
constraints too. A good strategy followed
consistently may be an incentive for the
construction companies to invest in
development. Supervision for smaller
projects can be ensured if projects are
clustered geographically in lots to reach a
critical mass and attract consultants for
supervision, benefiting from economies of
scale.

10. Unlikely "corporatization" of
the two companies
CFR and CNADNR are currently insolvent,
meaning that they are not financially selfsustainable. They depend on the ministry
for their resources, without having a clear
budgetary allocation process in a predetermined framework. As a result, they
are at the whim of the political leadership
in charge, not only for the long-term
strategies, but also for the annual work
plans. The situation is worse for CNADNR
than for CFR: while the latter covers about
80% of its current expenditures with the
track access charge, CNADNR can barely
cover 20% with its own revenues. Own
revenues of CNADNR – tolls, vignette etc –
add up to about 120 mil€ per year, while
only the roads maintenance swallows
currently 250 mil€; this figure will rise as
new investments are finalized. A true
"corporatization" of the two companies
under the current structure is therefore not
possible.
Recommended:
•

•

The budgeting process and the sources
of funds should become more
predictable over time. For example,
this could be realized either through
the (re)creation of a Road Fund or –
even better, in our view – through a
medium term expenditure framework
assumed explicitly by the government.
Only then can the companies have
enough perspective to start planning
several years ahead. The performance
of the companies should be clearly
related to funding through a
performance-based contract: basically,
for a certain amount of money they
must be able to deliver a certain
output; with half the money, half the
output, etc.

11. Opacity
The ministry, CNADNR and CFR should
make serious efforts to become more
transparent than they are today.
Unfortunately, there is little sign that the
economic value of public accountability is
understood. Like all sectoral
bureaucracies, the transport infrastructure
is dominated by technocrats and
engineers trained in the belief that they
know better, and who
do not see much
MT, CNADNR and CFR
benefit in
live in a culture of
communicating more
sectoral technocratic
with the public.
secrecy; they don't
Donors like the IFIs
see the point in
and the EU typically
making relevant
pay a bit of lip service
information public;
to the value of
donors are little
transparency at the
better in this respect
beginning of
programs, but simply do not have enough
clout to push for more transparency at the
Government level.
As it happens in such situations, the lack
of public scrutiny, no matter how
amateurish and inconsistent, saves
technocrats from headaches in the short
run, but at a huge social cost in the long
run, in the form of massive delays in
projects, sub-standard work, lack of clear
leadership in programs and volatile
strategies.
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Implement Road User Charges and
Track Access Charges fully to ensure
proper financing, at least for the
current operation and maintenance of
the network. While the direction
towards corporatization is correct and
strongly recommended, “leapfrogging”
should be avoided. Right now,
CNADNR/CFR should start
decentralizing supervision and works to
their regional branches. Branches work
directly on sites, outsource services
(e.g. maintenance) and report on
service delivery. The Ministry should
simply define the broad mission of the
organizations and set the annual
budget, delegating responsibilities fully
to CNADNR and CFR. The road and rail
programs should be monitored by the

respective Boards of the companies,
where the Ministry appoints
representatives.
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EC financing 2007-2013, transport sector, €
ERDF

Cohesion Funds

Total

(1)

(2)

(1)+(2)

2007

28,805,392

223,151,971

251,957,363

2008

122,249,222

319,099,620

441,348,842

2009

185,312,282

429,019,784

614,332,066

2010

214,078,466

515,554,203

729,632,669

2011

230,870,080

554,654,920

785,525,000

2012

245,489,974

596,207,451

841,697,425

2013

262,526,794

638,917,136

901,443,930

Total 2007-2013

1,289,332,210

3,276,605,085

4,565,937,295

Out of this total CNADNR would get the highest share (46%) followed by CFR (39%)
Source: SOP-T, June 2007

Recommended:
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•

All entities should make their strategies
available for public debate, instead of
presenting them as plans firmly nailed
down (which they aren't, anyway). The
most annoying implicit answer from MT
concerning its priorities and plans is
usually that “such was the political
decision”. It is good that ministers want
to appear in control and resolute – if
only they were – but in a democracy
the voters also expect to be provided
reasonable grounds for each decision.
Not to mention that the Romanian
legislation requires strategies to be put
out for public debate before a final
decision is taken.

•

In a praiseworthy attempt to
demonstrate increased transparency,
CNADNR has recently started to publish
bidding documents for comments. In
principle this should be praised as a
sign of increased openness.
Unfortunately, the attempt is a bit
misguided and incomplete. What the
public would like to see first and
foremost is the full list of projects
awarded with and without tendering,
and the reasons for which they were
selected in the first place. The public
would also be happy to see on the
CNADNR’s and CFR’s websites their

respective corporate plans, strategies,
consultant reports (road user charges,
general transport master plan, track
access charge study etc). In addition,
very importantly, the annual reports
with actual results vs initial plans
should be published, plus narrative
explanations for the deviations from
the plan. The practice so far has been
to publish only vague manifestoes and
corporate missions, with precious little
details, and from time to time
announcements that something big is
about to begin. There is no consistent
format of detailing and operationalizing
such intentions, no follow up on plans
announced in the previous years or
any quantitative achievement indicator
reported.
•

On a more positive note, we are
convinced that all transport
infrastructure entities (MT and the
Companies) have less to hide than the
public believes. When coherent plans
and relevant data do not come out,
this is often because they don't exist in
the first place. Being more frank about
strategies and, why not, shortcomings
would make the public less suspicious
that it currently is.
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CONCLUSION: OPEN UP THE SECTOR
The current situation of roads and railways
is worrying, particularly because Romanian
transport infrastructure is unsafe and it has
become a bottleneck for the economic
development. The public agencies should
do whatever they can to keep the valuable
resources they still have – especially
qualified staff, who is aggressively
headhunted by private firms. What the
whole sector needs is a “turnaround”
management, to stop the downward spiral
started two years ago, under the hesitant
minister Dobre.
While organizations are important, they
also need good leadership and human
resource to function. Even in the current
hectic domestic politics, a natural drive
towards performance should exist, at least
in the form of using as much as possible
the “free EU money”. These funds are not
going to flow as smoothly as some people
at the top believe if the current institutional
framework is not reformed.
Absorbing the vast amounts of money
available in SOP-T requires a coherent
strategy, good staff, longer-term view, a
pipeline of projects prepared in advance.
Under the EU rules and directives,
disbursements will not be made if CNADNR
and CFR remain technically bankrupt, as
they are today. Non-transparent financial
flows already raise eyebrows in DG
Competition in Brussels

(cross-subsidies for CFR Passengers
instead of clear, enforceable PSO contract;
settlement mechanisms for debts to
Electrica). Romania’s budgeting system
will have to be really program-based
sooner or later, and the transport sector
would better prepare for that moment if it
still intends to get money from the state
budget.
First and foremost, Romanian voters have
shown lately that they have become more
sophisticated and able to make educated
judgments on policies. It is about time the
political decision-makers, the public sector
direktoriat and the international partners
with operations in Romania trusted them
more. They should open up their plans to
public scrutiny, engage in real
consultations and start to talk openly
about the infrastructure sector's real
problems and priorities.
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