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Executive Summary  
 

 

1. The SAR policy analysis and 
forecast report shows cautious 
optimism for 2012. Keeping a strict 
control over public spending, 
maintaining the IMF arrangement and 
improving the impact of the European 
funds are, according to SAR experts, 
the necessary conditions for the 
recovery from the crisis and for 
Romania’s development.  The public 
expenditure used for gaining 
electoral support is seen as the 
highest risk on the short term.  On a 
longer term, the report shows 
scepticism over Romania’s capacity 
to increase its advantages and 
become competitive in the euro area 
before 2020. 

2. The first section of the SAR report 
contains the economic forecast for 2012, 
pooling the expertise of a panel of 
professionals   coming from the public 
and private sector, analysts or 
practitioners, who answered the 
questionnaire sent by SAR. 

What reached the highest consensus 
among the SAR panellists is the fact 
that it is of outmost importance that 
the government reduce social 
contributions.  Rethinking the wage 
policy, by diminishing the CAS and 

CASS, firstly by a small percentage, with 
the announcement of a multi-annual 
calendar of subsequent decreases, is 
considered to be the stimulus that would 
mostly benefit the economy. 

Main indicators for 2012 

 Average (min-max) 

GDP growth, % 1.2 0 ÷ 2.1 

Inflation rate, % 3.3 2 ÷ 5 

RON/EUR rate 
31 Dec 2012 

4.37 4.15 ÷ 4.5 

RON/EUR   
medium  rate 

4.35 4.29 ÷ 4.4 

Current account 
 deficit, % GDP 

5.2 3.1 ÷ 8 

Budget deficit, 
 % GDP 

3.0 2 ÷ 4.8 

Public debt,  
% GDP 

42.9 38 ÷ 55 

Unemployment, 
 %, Dec 2012 

7.45 6.25 ÷ 10 

Stock exchange  
growth (BET), % 

4.0 (-10) ÷ 20 

Real estate prices 
%, Dec 12/Dec 11 -3.15 (-10) ÷ 5 
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Acceleration of absorption of 
European funds  is still considered to be 
an urgent measure. Moreover, it must 
be accompanied by instruments that 
make public institutions that develop 
projects with European financial support 
– such as prefectures, county councils 
or municipalities – more accountable. 

Finally, the panel of experts indicates 
corruption, together with inefficient and 
clientelistic state enterprises as being 
once again two important sources of 
problems in the Romanian economy. 
So, what we need is to drastically 
restructure the public sector and the 
state enterprises, and to eliminate the 
wrong incentives that generate 
privileges. 

What the government shouldn’t do is 
to excessively invest and increase 
the public spending . Otherwise, this 
would lead to a redistribution of existing 
resources at the expense of the private 
sector, and to a boost given to 
political clientelism. 

Another harmful measure to be 
avoided is the drop out of the IMF 
stand-by arrangement. The IMF and its 
imposed conditionalities are seen as 
guarantors for fiscal and monetary 
discipline. 

The recommendation which brought 
together most of the SAR panel focused 
on the introduction of the euro in the 
next 10 years . The Romanian economy 
isn’t yet ready to meet the challenges 
posed by the competitiveness of the 
euro area and it requires restructuring 

before passing this test. Moreover, 
recent events show that the eurozone 
will itself go through transformations and 
restructuring, Romania being currently 
better-off outside it. 

3. The second section of the report 
answers the question whether it is in 
Romania’s interest to postpone 
joining the eurozone.  The 2007 global 
economic crisis that started influencing 
Romania since 2008 revealed a number 
of fallacies of the international monetary 
systems, but also of the systems 
through which the economic policies 
react in such situations. Among these, 
the structure on which the euro area 
was built was the most affected. 

Euro adoption involves both theoretical 
costs and benefits for the Romanian 
economy. Meanwhile, examples such as 
Greece, Portugal, Ireland and Spain 
raise many questions regarding the 
practical benefits of joining the euro 
area. Moreover, most of the countries 
that were prepared to enter the 
Economic and Monetary Union (EMU) 
have decided to postpone the adoption 
of the single currency, as did Romania 
in 2010. The new date for joining the 
eurozone is 2015, the Romanian 
officials’ main reason for the delay being 
the economic crisis. In fact, Romania 
could not meet the convergence criteria 
imposed by the Maastricht Treaty in 
2012. Is 2015 too early as well? Or, 
rather, under present conditions in which 
the euro area is struggling to survive, is 
the euro really an option for Romania? 
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The member states of the so-called 
PIIGS group provide us an incentive to 
postpone joining the EMU. Their 
experience after adopting the single 
currency has shown that real 
restructuring of the economy within the 
eurozone is sharp and involves high 
costs - unemployment, decrease in 
production. At the same time, the 
recovery after such restructuring is slow, 
much slower than in the case of being 
outside the euro area. 
 
Theoretically, joining the eurozone 
should lead to increased exports to this 
area. But, as the competitiveness of 
Romanian products wouldn’t be 
improved by a depreciated exchange 
rate, it would require a more productive 
export industry. Initially, the risk is for 
the Romanian exports to euro area to 
decline after joining the EMU.  Other 
countries’ experience shows the 
difficulty to pass from the position of net 
importer to net exporter once in the 
EMU. 
 
In Romania, the labour cost per 
employee is higher than the EU 
average, and rather than approaching 
the one of Germany or the EU, it 
continues to increase . The years of 
economic crisis haven’t affected it, 
although in the PIIGS countries it has 
seen an aggressive decrease since its 
peak in 2008. We have many more 
adjustments to make than the nominal 
ones - our country has to become 
competitive if we want it to develop 
within the euro area, once it joins.  

For this to happen, Romania has first 
to increase its productivity, both of 
labour and of capital. 
 
We are very close to fulfilling the 
nominal criteria of the Maastricht Treaty, 
but the figures show that we are now in 
a much worse situation than the one in 
which the PIIGS countries were when 
they joined the euro area. To avoid a 
similar fate, Romania should adopt the 
single currency the moment the 
economy will be closer to the euro area 
in terms of real convergence criteria and 
not just in terms of nominal 
convergence. Most likely, this will only 
happen after 2020. 

4. One of the measures still considered 
vital for our country is the increasing of 
the absorption rate of the European 
funds. Accordingly, the third section of 
the SAR report asks the questions of 
what are we getting from the EU 
funds for regional development and 
why.  Five years after joining the 
European Union, Romania and Bulgaria 
continue to lag behind not only in the 
absorption of European funds, but also 
in reaching the planned regional 
development targets for 2015. The 
present report unveils two major causes 
which represent impediments not only 
for the proper implementation of the 
Regional Operational Programme 2007 
– 2013 without whose elimination the 
improvement of the Agencies for 
Regional Development administrative 
capacity for the next 2014 – 2020 
Financial Framework would be 
impossible: 
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- The weak correlation between the 

objectives of the National 
Development Plan, the targets of the 
Programme in question and the 
actual work at regional level; 

- The present centralized approach 
which does not allow the regions to 
prioritize between projects according 
to the local development needs, nor 
does it encourage the strengthening 
of their administrative capacity for the 
future Framework. 

Such factors prevented these funds from 
reaching their planned impact, despite 
the fact that the absorption rate is 
superior to the other types of available 
funds in Romania. The measures that 
would allow Romania to reach all the 
pre-established targets are belated for 
the current framework, but it is vital for 
the next 2014 – 2020 period that the 
institutional, legal and procedural 
structure are reorganized in favour of an 
empowerment of regions versus the 
centre.  

5. The last section tackles the issue 
of public spending and the eternal 
problem of underfunding the health 

system. Despite the official statements, 
reform in the health policy sector will in 
all likelihood be rolled over as 
„inheritance” to the next government. 
The fundamental contradiction between 
the initiators of the health law draft that 
was withdrawn in January this year, and 
its objectors, concerns the financing of 
the system. The initiators of the draft 
believe that a limit to the financing has 
been already reached and that there are 
ways for a more efficient spending within 
the same health budget. On the 
contrary, the objectors of the health law 
draft argue that a budget increase for 
the under-financed health sector is 
imperative and that without additional 
financing, no substantial change can 
take place by mere reorganization of a 
system which was already reorganized 
far too many times. Both types of 
recommendations are advanced in this 
report (for more efficiency, as well as for 
an increase in financing). The main 
stand of the authors, however, is that 
without finding ways to increase the 
financing of the Romanian health 
system, better management of existing 
resources can only be a poor palliative.  
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