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INTRODUCTION

The Regional Operational Programme 20Q70 1 3  ( fcdprides Jall the 8 Development
Regions of Romania establishby Regional Development Law no. 151/1998, which was later
amended by Law no0.315/2004, in line with the provisions of EC Regulation No. 1059/2003
with regard to the establishment of a common statistical classification of territorial units. The
eight Devebpment Regions are:

Region 1: NorthEast including 6 counties: Bacau, Botosani, lasi, Neamt, Suceava, Vaslui
Region 2: SoutiEastincluding 6 countiesBraila, Buzau, Constanta, Galati, Tulcea, Vrancea

Region 3: South including 7 counties: Arges, Calafaambovita, Giurgiu, lalomita, Prahova,
Teleorman

Region 4: SouthWest including 5 counties: Dolj, Gorj, Mahedinti, Olt, Valcea
Region 5: Wesincluding 4 countiesArad, CarasSeverin, Hunedoara, Timis

Region 6: NorthWest including 6 counties: BihoBistrita-Nasaud, Cluj, Maramures, Satu
Mare, Salaj

Region 7: Centre including 6 counties: Alba, Brasov, Covasna, Harghita, Mures, Sibiu
Region 8: Buchare$tllfov including: Country Capital Bucharest and llfov County

Map 1
Romanian Development Regios

Romanian Development Regions are statistical units composed- af dounties(with the
exception of Bucharest llfov Region), created based on association agreements between
County Councils. They correspond to NUTS 1l level according te EHJUROSTAT
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classification and therefore represent the framework for collecting specific statistical data at the
regional NUTS Il territorial level.

The Romanian NUTS classification, based on the 3 territorial levels recommended by
EUROSTAT, is the followng:

Table 1
NUTS corresponding level Unit (l‘\JlSnoef ;832)
I Romania 1
Il Regions 8
1] Counties and Bucharest Municipality 42

Development Regions represent the reference framework for drawing up, implementing,
monitoring and asse®g the regional development strategies, as well as the economic and
social cohesion programmes implementing them.

All Romanian NUTS Il regions, including Bucharest llfov, have a per capita Gross Domestic
Product (AGDPO) of | e s sverage. amereférg, theyare allteligble C o mi
for EU Structur al Fund support, under the ¢
of Council Regulation No. 1083/20b6

The Ministry of Development, Public Works and Hous{tize former Ministry of Etopean
Integration) was designated as Managing Authority for the Regional Operational Programme
2007 2013 (MA for ROP) according to GD 497/2004 and is responsible for management,
administration and implementation of financial assistance allocated tortdgsam. MA for

ROP 20071 2013 is set up within the Ministry of Development, Public Works and Housing,
according to GD N0361/200v.

The eight Regi onal Devel opment Agencies (RD
151/1998, which was later amendedlaw no.315/2004 and they are executive bodies of the
Regional Development Boards, grouping representatives from county and local authorities. The
RDAG6s were designated as I ntermediate Bodi e:
the commitments takemnder the Chapter 21Regional policy and cordination of structural
instruments.

ROP will be financed by State and local Budgets for 200013 and private sources and will

be coefinanced by the European Regional Development Fund (ERD#e of thestructural
funds of the European Union. The EU contribution will represent up to 85% of the total public
expenditure.

ROP implements important components of National Strategy for Regional Development of the
National Development Plan (NDP) and togetherthwihe other Sectoral Operational
Programmes will contribute to the achieving of the NDP and National Strategic Reference
Frameworkés objectives, thereby contributing
disparities between Romania aad Member &tes.

! Brussels, COM(2006) 1083/2006, COUNCIL REGULATION laying down general provisions on the European Regional
Development Fund, the European Social Furdithe Cohesion Fund and repealing Regulation (EC) No. 1260/1999.
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Territorial disparities in the level of soeezonomic development are increasing throughout the
Country, although in several cases the rhythm of change has been so fast that it is still difficult
to identify structural patterns. What is obviossthat Bucharedtfov is emerging as the most
developed Region of the Country and shows preliminary signs of congestion. At the same time,
there is a slight tendency of growth to concentrate in the Western Regions {Nudht,

Centre and West) ratheraih the Eastern Regions (Noiast, SoutlEast, South and South
West), although real dynamics can be better appreciated at thiegsabal level where signs

of economic decoupling of marginal areas along the borders or the Danube River appear very
evident thereby reinforcing old historical trends, and other local factors can be better
appreciated.

The purpose of ROP is therefore to support, to the extent possible, an equally balanced growth
of all parts of the Country not that much by redistributing fgut@sources but by ensuring that

all areas should have a minimum level of business, social and human capital infrastructure to
allow growth to take place. It is therefore to ensure that the right preconditions are in place and
that underdevelopment tragse not created through some reinforcing mechanisms (fiscal
policy, labour market). It is evident that ROP per se cannot spur regional development neither
play any rebalancing role in isolation from the structural interventions in the field of transport,
industrial competitiveness, environment, rural development and human resources that are
included in the other operational programmes and that represent in a way preconditions for the
ROP to succeed. The ambition of ROP is to support this geographicatipudesd growth
process by giving it a more specific local and regional dimension and let the various areas of
the Country to capitalise on their specific resources, based on local needs and local potential
and the diversified development paths the varamess of the Country may take based on their
history, strengths and resources. In other words the ROP is to support a-totiooal
development approach, complementary to the structural top down national sectoral
development approach envisaged in moghefOPs. It will also support local interventions in

high growth areas to cope with growtlated congestion, avoid specific cases of decoupling

on a micrescale and ensure sustainability to growth path by supporting strategitetomg
interventions.

The ROP intervention modality is articulated into several steps also to take realistically into
consideration the limited programming capacity available at the local level and the experience
built in several years of Eldupported institution building in éhfield. Indicative financial
allocations are made at the regional level based on local development stage by privileging more
underdeveloped Regions through a financial allocation mechanism indirectly proportional to
their GDP /capita level amended wittetpopulation density index, so that the less developed
Regions to proportionally receive higher amounts of financial allocations within the framework
of nationally agreed priority axes and in line with development strategies agreed at the regional
level bythe local authorities through their regional development boards. These allocations will
be then used to finance projects deemed to have a major impact in the given context on local
development as facilitators of growth: rehabilitation and modernisatiolvoal transport
infrastructure to improve accessibility, education and health infrastructure to ensure human
capital formation and healthy population, strengthening the business support structures
(industrial, logistics and business parks) to attractstors, support to business creation of
micro companies to allow local market to reach a criticalsestaining mass, valorisation of

the local tourism, cultural and natural patrimony by supporting the tourism infrastructure
development and related entrepeurial initiatives, as well as specific measures to support
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urban centres to function as a knitted network of engines for growth and spill over development
opportunities in the neighboring areas thereby helping to build economic regional links,
presenty missing in most Romanian regions.

The main features of ROPdistinguishingt from the other Operational Programmes are:

1 It has a clear local dimension in addressing secanomic problems from the local
point of view and capitalizes on local resouraed opportunities;

1 It privileges Regions relatively lagging behind and less developed areas in ensuring
them the existence of a minimum set of preconditions for growth but does not have
redistributive purposes per se;

1 ROP key areas of intervention are goementary to those of the other OPs and

expected to operate in synergy with these;

It fosters a bottom up approach to economic development;

It takes into consideration the underdeveloped stage of local programming in the

Country by envisaging broadly conon-to-all thematic priority axes at the National

level, namely:

= =4

Priority axis 1: Support to sustainable development of urban growth poles
Priority axis 2: Improvement of regional and local transport infrastructure
Priority axis 3: Improvement of sociahfrastructure

Priority axis 4: Strengthening theegional and local business environment
Priority axis 5: Sustainable development and promotion of tourism
Priority axis 6: Technical assistance

These priority axes are in line with the Community poli@aseconomic and social cohesion
promoted by the European Union, which are highlighted in Chapter 3.4 of the present
document.

ROP contributes through implementation of these priority axes not only to reach the global
objective of National Strategy of Regial Development but also to achieve the objective of
National Development Plan and National Strategic Reference Framework, related to
diminishing the development disparities between Romania and EU Member States through its
complementarity with the otherp@rational Programmes:

Increasing Economic Competitiveness
Transport

Environment

Human Resources Development
Administrative Capacity Development
Technical Assistance

=4 =4 -8 -4 -4 -9

The ROP priority axes have been established through extensive partnership tonsulta
(thematic working groups, forums, etc.) under the coordination of the Ministry of
Development, Public Works and Housing. Regional partners (mainly Regional Development
Agencies) have been invited to get actively involved in the drawing up procé$3e$ 007

i 2013 in order to identify and incorporate more easily the existing needs at regional and local
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level and ensure local authorities and regional organisations ownership of programme. The
process started in 2005 is to run on a continuous baarctimpany the strengthening of local
programming capacity at the regional and-sedfional levels. The main partners involved in

this wide consultation process are:

a) The competent regional, local, urban and other public authorities/ bodies, including the
Regional Development Agencies;

b) The line ministries and government agencies and in particular, Ministry of Economy
and Finance, Ministry of Education Researchand Youth, Ministry of Public Health,
Ministry of Interior and Adminstrative Reform, Ministry of haur Family and Equal
Opportunities, Ministry of Transport, Ministry of Environment and Sustainable
Development, Ministry of Culture and Cults, Ministry of Agriculture and Rural
Development, Ministry for Small and Mediu8ized Companies, Trade, Tourism and
Liberal Professions;

c) The economic and social partners;

d) Other bodies representing civil society, environmental organisationggawamnmental
organisations, and bodies responsible for promoting equality between men and women;

The EC Representation in Ramia and several international organizations (World Bank,
USAID, UNDP, and EBRD) have also been actively involved in the public consultations for
the identification of the ROP areas of intervention and actions.

The public consultations organized by théRWH at national and regional level, ensured
broad, active and effective involvement of all relevant bodies for regional development and
also ensured the dissemination of information to partners, with respect of the principles of
transparency and access itdormation for all interested factors concerned by the ROP
interventions.

The ROP includes comments and recommendations made during the interministerial and
interregional consultations, as well as during the round tables organized by MDPWH.

The partneship principle will also be promoted during the implementation, monitoring and
evaluation of the ROP. Throughout the implementation and evaluation of the ROP, the
involvement of relevant organizations at regional level in the project selection, shafiurece

in order to select those projects that have a major positive impact on the local economies and
address their specific needs, in line with what is envisaged in the Regional Development Plans
and Strategies of the Regions and the other local progragrooicuments.

The ROP is structured into five priority axes and twelve key areas of intervention as well as a
Technical Assistance priority axis that assures the proper implementation of the Programme,
with two key areas of intervention.

June 2007



Romania’ Ministry of Development, Public Works and Housing Regional Operational Programme 28713

Regio n a | Operational Programmebo

Priority axis 1. Support to sustainable development of urban growth poles

1.1 Integrated urban development plans

Priority axis 2: Improvement of regional and local transport infrastructure

2.1 Rehabilitation ad modernization of the county roads amtdan streetaetwork- including
construction/rehabilitation of ring roads

Priority axis 3: Improvement of social infrastructure

3.1 Rehabilitation, modernizati onureand e

3.2 Rehabilitation, modernization, development and equipping of social services infrastr

3.3 Improving the equipments of the operational units for public safety interventions in
emergency situations

3.4 Rehabilitation, modernization, develogmh and equipping of pireniversity, university
education and continuous vocational training infrastructure

Priority axis 4. Strengthening the regional and local business environment

4.1 Development of sustainable business support structures of regr@hkdcal importance

4.2 Rehabilitation of unused polluted industrial sites and preparation for new activities

4.3 Support the development of mieemterprises

Priority axis 5: Sustainable development and promotion of tourism

5.1 Restoration and sastable valorization of cultural heritage, setting up and moderniz
of related infrastructure

5.2 Creation, development, modernization of the tourism infrastructure for sustainable
valorization of natural resources and for increasing the qualityuakto services

5.3Promoting the tourism potential and settiqgthe needed infrastructure in order to incre
Romani ads attractivity as tourism dest

Priority axis 6: Technical assistance

6.1 Support for the implementation, overall managdraed evaluation of the ROP

6.2 Support for the publicity and information activities of the ROP

All proposed ROP priorities are in line with the renewed Lisbon strategy (taking into account

the Gothenburg Strategy 2001), Community Strat&iadelines a Cohesion Policy 2007

2013 It is developed in accordance with the
EU Structural Funds.
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EX-ANTE EVALUATION PROCESS: ASSESSMENTS & CONCLUSIONS

The exante evaluation of the Regional Operationalgeamme has been externally carried out
between August December 2006nder the projedPhare 2004/018 72 . 04 . O 3ant@ 1. 06
e v al u dheipurpose .of the eante evaluation was to optimise the allocation of resources
and to improve the quality of pgoamming.The exante evaluation exercideas been an
interactive process of meetings and consultations between the MA for ROP andathie ex
evaluator, one to one interviews with the key stakeholders and overall meetings with the
attendance of the MEF amational coordinator and other Operational Programmes Managing
Authorities representatives. Also, a main component of this active process of consultations is
represented by the survey undertaken by thearg® evaluator in order to assess the
implementaton of the partnership principle in the programming phase for this OP, whose
conclusions are formulated on the basis of a questionnaire submitted to all the relevant
stakeholders for this programme.

The main evaluation questions were the following:

- Relewance: to what extent are the programme's objectives relevant in relation to the
evolving needs and priorities at national and EU level?

- Effectivenesshow realistic is the programme in achieving its specific and global
objectives by 2013 or earlier?

- Efficiency: how well are the resources (inputs) allocated with respect to outputs or
results?

- Consistency and coherencare the proposed objectives and measures logically linked
to the socieeconomic analysis, are they mutually consistent (consistence) atitegre
well embedded in the regional, national and Community (e.g. Lisbon Objectives) policy
objectives and interventions (Coherence)

- Utility: are the expected and unexpected effects realistic and globally satisfactory in the
context of wider social, envirmental and economic needs?

- Sustainability:will the effects obtained in the proposed programmes remain, even after
the end of the programme without further public funding?

- Management and monitoring arrangemertisw they may affect the achievement of
programme objectives & contribute the chosen processes to positive results?

The exante evaluator presented his preliminary conclusions and recommendations within two
draft reports, for which two debriefing meetings were organized: on thefl®ctober 206
(discussing the overall analysis part and the ROP' objectives as they were formulated at that
moment) and on the™7of November 2006 (discussing the Strategy and the Priority axes
proposed for ROP).

All of the debatable points were clarified during gbetwo meetings and other bilateral
meetings that took place between the evaluator and the representatives of the ROP Managing
Authority. Most of the exante recommendations have already been taken into account in the
current version of ROP and only a féave been retained by the evaluator in the finsdhree
evaluation report, based on the clarifications and underpinned explanations provided by the
ROP MA.

11
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The draft final evaluation report that was officially presented on tfeot®ecember 2006
presets a positive assessment of the logic and coherence between the different chapters and
elements of the Regional Operational Programme. The report concludes:

- The analytical basis for this operational programme is considered sufficientarsd r
enough tgustify the conalisions that were derived from it for the formulation of the
strategy

- The Regional Operational Programme will certainly contribute to support and promote
sustainable economic and social developments in the Romanian Regions

- The strategy is Wficient relevant in relation to the problems, needs and potential
identified in the analysis

- There is a clear intervention logic of the particular priority axes

- The proposed bud gieientysjustified yramstheosocie@mnomic s u f f
analysis ad can be explained from the intervention logic

- The objectives of the strategy are compatible with existing EU and national policy
objectives

- The proposed indicators for the priority axes are justified, although some further work
could be carried out witquantification as well as to add some results indicators

- In general, the implementation system for ROP meets the requirements of Council
Regulation No. 1083/2006.

However, the report also presents a set of recommendations, most of them of a strategic natu
for the following programming period, relevant both for the ROP MA, but also for other
institutions and structures acting as key actors for regional development process in Romania:

1) Future socieeconomic analyses should be structured in such a way ahat
determinants for regional development are taken into account. A rather conmgredie
analysis of all aspects of these determinants should be taken into account. The
relevance of the chosen strategy, its objectives and priorities will improve if dhis st
from a canplete picture of the socieconomic situation.

MA for ROP consideres this recommendation relevant and it will be taken into consideration in
the drawingup process of the future programming documents.

2) It is strongly recommended to strengththe relationship between the regional policy
objectives and those for the spatial development. For this reason the tools for spatial
planning and regional development should be adapted anduiresl in such a way
that the available potentials can bettee utilised for the region as a whole. Also closer
relations should be build between the authorities that aspansible for these policy
areas.

Physical planning documents represent the framework, which the regional policy takes into
consideration. Ngroject is eligible without an urbanism permit. This permit ensures that each
investment project eligible under ROP complies with physical planning documents. MA for
ROP recognizes the need to improve planning systems for future programming periods.

12
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3) For a more balanced development in Romania the capital cities should be better used
as motors for the socieconomic development in their region (growth poles). But also
possible agglomeration effects of small and medium sized cities in the moreraasl a
have to be utilized if their potentials have been proved. Also to make programme
activities as visible as possible, the ROP should strongiicipate on these
development opportutmes.

MA for ROP considers that this recommendation is relevant for theefyitbogramming
periods and that a coordinated approach on spatial development and growth poles is necessary.

4) It is the intention of the Romanian authorities to concentrate to a certain extent the
available resources on the Regions which are most laggetgnb It is havever,
expected that financial, administrative and technical bottlenecks at regional and local
level do exist. It is recommended to monitor closely the division of the resources among
the regions and to deliver additional technical assistartoe those Regions
/municipalities that could otherwise be excluded from Eppett.

This recommendation wil be taken into consideration for an efficient implementation of the
programme. On going evaluations will reveal the possible bottlenecks and teenanfation
system has already foreseen the adjustment mechanism.

5) Tourism development is by all development Regions seen as an importatitipfate
improving economic growth and employment. To utilise these potentials as optimal as
possible, it is reeammended i f t hey don éto dratlregienal doyrisne X i st
development strategies in the beginning period of the ROP. These strategies should also
comprise components for information and promotion.

MA for ROP considers also that regional touristrategies should be available. For some
regions, these strategies are elaborated, for others they are under development.

6) In elaborating the implementation documents it is further recommended to give
prioritisation for projects, which:

A Strongly relate to ther priority axes and/or SOPs

A Are commonly submitted by groups of municipalities / communes
A Which also orient strongly on Strengths and Opportunities

A That promote sustainable economic and social developments

As the law already allows local authoritiesa®sociate for common projects, the possibility to
mention #Agroups of |l ocal authoritieso as be
scoring will also be taken into consideration for this type of projects in the implementation
documents.

In the famework of the exante evaluation process was also included the activity of
formulation or reformulation of the programme monitoring indicators. A series of meetings,
both bilateral (between the expert on indicators and the MA representatives) andatif over
attendance (representatives of all MAs and other key stakeholders for the OPs programming

13
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phase) took place in order to establish a well defined set of indicators and to ensure also
coherence and complementarity between ROP and other OPs systemsatdiad

It is concluded that the eante evaluation process has met the primary objectives of improving
the quality of the document.

Strategic Environmental Assessment

The Strategic Environmental Assessment (SEA), a major component of-émeegvalation

process for ROP, followed the procedural stages according to the GD2A0Z6(which
transposes the EU Directive 2002EC). The SEA procedure started in September 2006;
there were organized 3 meetings of the nmetitutional working group, eablished in order to
assess the ROP implementation effects on the environment. The draft SEA report for ROP was
issued in November 2006, when also the consultation process was lauftait
consultations on both SEA report and ROP have been carrie@fl®documents have been
made publicly available and readily accessible through the MDPWH website. The public has
been announced through media channels about the opportunity to express opinions on the
documents within 45 dayghe public debate meeting toplace on the 18of January 2007.

The SEA procedure has been completed on 31 January 2007.

The SEA report for ROP identifies mostly positive and neutral effects on the environment
following this programmeds i mpheenveonmeattthato n . F
are likely to appear as consequences of the specific investments foreseen in the programme, the
report provides a set of measures envisaged to prevent, reduce or even offset them.
Environmental considerations have been taken into at@ouhe Programme. All the effects

of the ROP implementation on environmental components will be strictly monitored through a
proposed set of specific indicators, which will be introduced into the overall monitoring system

of the programme.
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1. CURRENT STUATION ANALYSIS

1.1 COMPARATIVE ANALYSIS AND DISPARITIES BETWEEN REGIONS

As other former socialist countries, Romania started the transition process with relatively low
level of regional disparities compared with long established market economiese The
disparities have nevertheless been growing rapidly, in particular between the Bultfoarest
Region (mainly, but not only, because of fgedwing Bucharest) and all the other Regions.
However, interregional disparities in absolute terms still remaiatively small when
compared to the EU average. In relative terms however, the interregional disparities are
comparable with those in Czech Republic, Hungary and Germany.

Table 2
Interregional disparities in absolute and relative terms, compared to otheEU MS
-2003
GDP/inh Interregional|Interregional
No. | Countr Region with the PPS Region with the |GDP/inh PPS disparities | disparities
‘ y highest GDP = lowest GDP | (EU25=100)| (absolute (relative
(EU25=100
terms) terms)
1 2 3 4 5 35 35
1 | Austria Wien 170.9 Burgenland 84.7 86.2 2.0
2 | Belgium|Bruxellesi Cap.| 237.6 Hainaut 77.6 160.0 3.1
. Severen
3 | Bulgaria| Yugozapaden 43.0 Tsentralen 24.2 18.8 1.8
4 | Finland Aland 154.3 Ita-Suomi 84.1 70.2 1.8
5 | France | lle1deFrance 173.3 Guyane 57.6 115.7 3.0
6 |Germany Hamburg 184.0 Dessau 70.9 113.1 2.6
7 | Greece| StereaEllada| 115.7 Anatoliki 62.4 53.3 1.8
Makedonia
8 | Ireland Southern and 149 2 Border, Midlandsg 925 56.7 16
Eastern and Western
Provincia 160.0
9 Italy Autonoma ’ Calabria 68.5 91.5 2.3
Bolzano/Bozen
10 l_Jmted Inner London 277.6 Cornwall_& Isles 758 201.8 3.6
Kingdom of Scilly
11 | Holland Utrecht 152.5 Flevoland 89.4 63.1 1.7
12 | Poland | Mazowieckie 72.8 Lubelskie 33.2 39.6 2.2
13 | Portugal Lisboa 104.3 Norte 57.4 46.9 1.8
14 %:gh Praha 138.2 Moravskoslezskq 534 84.8 2.6
15 |[Romania| Bucuresti 57.9 Nord-Est 21.7 36.2 2.7
16 |SlovakialBr at i s| | 1159 Vichod| 354 77.1 2.9
Slovensko
17 | spain | COMuUnidadde} 4,4 o Extemadura 63.8 65.0 2.0
Madrid
18 | Sweden|  Stockholm 157.9 ostra 98.2 59.7 1.6
Mellansverge
19 | Hungary| ,  <0ZePI 94.9 Eszak 38.1 56.8 2.5
Magyaroszag Magyarorszag
Source: EUROSTAT
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Regionsd economic performance and growth pot

The regional NUTS Il dimension allows only a fairly limited understanding of development
trendsacross the country, as these have been mainly influenced by the 1) urban dimension,
with growth mainly concentrated in large towns, with Bucharest representing by far the most
visible instance of this phenomenon; 2) access to (global mainly western) snavikbt FDI
attraction and growth being favorably influenced by the existence of international ports
(Constanta) or easy access to the western markets. On the contrary, proximity to natural
barriers to trade (the Danube River) or underdeveloped EasterketmgiUkraine and
Moldova) has naturally hindered development. As map below demonstrates, if GDP per capita
is used for analysis, the parts of the country with the higher per capita income are counties with
either large towns, international airports ordtsx close to or on the way to the western border.
On the contrary, some of the counties experiencing the most severe underdevelopment
problems either border the Danube or are located close to Ukraine or Moldova. It is worth
noting that income concentrat@ound a few, mainly large cities. In 2004 only 12 counties had
a GDP per capita higher than the national average and most of them had major urban centres.
Another 10 had GDP lower than 75% of the national average, and these included a number of
countiesbordering the Danube, Ukraine or Moldova. At any rate, in no case any county ever
found itself below 50% of average national GDP, while Bucharest alone was already double
the average.
Map 2
Romania- Counties with the highest and lowest GDP per capita ia004

RO GDP per capita= 100

[ ] =100

[] as5-100
B 75-04.9
B =

HU

BG

Source: Romanian Statistical Yearbook 2006, NIS

This situation results from the combination of traditionally historical factors and more recent
development trends, including random factors related to the geographical dimehsien o
privatisation process. In particular, the different counties have been differently affected and in
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different periods of time by the consequences of the privatisation process and the restructuring /
disbandment of entire unprofitable sectors of trenemy or large State owned companies.

From 1998 to 2003, if one uses the Gross Value Added (GVA) per inhabitant as a reference,
only 14 counties have managed to register a growth rate higher than the national average but
just half of these can be considé traditionally wealthy part of the country (Bucharest,
Timisoara, Cluj, Gorj, Sibiu, Bihor, Arges) while the other counties with major urban centres
failed to keep apace with growth rates (notably Brasov, Constanta, lIfov, Targu Mures, and
Arad). Threecounties located slightly below the national income average on the contrary grew
quite fast in the period, and namely Alba, Hunedoara and Caras Severin, and three counties
located in the third quartile of poverty, notably Tulcea, Salaj and Bidataudthe two latter
bordering Cluj) managed to experience higher than average growth rates. Finally, also lasi
county, with a large town (lasi), grew quite fast in relative terms.

Map 3
Romaniai GVA per capita growth in the period 19982003
RO GVA per capita= 100

[ =100

UKR

BG

Source: Romanian Statistical Yearbook 2006, NIS

On the negative side, decoupling from economic growth with substantially lower than average
growth rates, resulting in a substantial worsening of the situation was confirmed for all counties
bordering he Danube (Teleorman, Giurgiu, Olt, Calarasi) and extended to lalomita and
Mehedinti and partly for those bordering Ukraine (Maramures, but notably not so much
Suceava) and Moldavia (Botosani) and severely hit two large cities: Galfftected by the

crisis of Sidex- and Constantaaffected by the crisis of the industrial port. Also Vrancea,
Bacau, Neamt and Covasna counties experienced quite significant recessions. On the contrary,
traditionally poor Buzau managed to cope with the Country average growth
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The resulting scenario for the period 1998003 can be simplified in the following terms:

1 Proximity to Western markets appeared as a factor alone capable of gradually extending
growth to neighboring areas (Caras Severin, Salaj);

1 Successfully resgnt mining districts seemed to have recovered from the mining crisis
and apparently benefited from restructuring (Gorj, Hunedoara, and Alba), although not
always in employment terms (but less successful similar experience in Mures);

1 Dramatic economic decapling increasingly affected border areas along the Danube
Moldova and Ukraine but was somehow limited to the North by the slow emergence of
Suceava as a tourism pole (monasteries) and the growth of lasi;

1 A cluster of counties located in the Eastern pathe Country, all experiencing severe

recession (Galati, Vrancea, Bacau, Buzau, Braila) partly because historically

underdeveloped and focused on agriculture partly because of the heavy industrial crisis
affecting the area and complemented by the -B&et reorientation of trade flows
following transition and the end of the Eastern bloc;

The slow emergence of a successfuldDVen industrial pole in Pitesti;

Stagnation or even fullfledged recession increasingly affecting mountainous areas all

along theCarpathians (Harghita, Covasna, Neamt, Valcea);

1 A booming tourism pole in Tulcea (Danube Delta) bordering the less successful seaside
tourism county of Constanta.

E

It is not easy at this stage to have an accurate view of ongoing trends because affstiabbt

data are available only up to 2003, and therefore ignore both the consequences of the still
present process of massive FDI inflows started after that date and of those privatisations that
were delayed till 2003. So a fast changing scenario sh@udken into consideration.

Based on existing statistical data it is very difficult to have a clear picture of more recent
developments including the massive inflow of FDI and the increasing presence -of non
European based foreign investors in the Cgumrpossible proxy indication may be given by
data on County fiscal contribution capacity, that although slightly distorted by a different
definition of income for fiscal purposes and GDP for statistical purposes and related problems
of geographical allattion of income, can nevertheless be considered a reasonable proxy of
statistical data to come. If data related to the first 10 months of 2006 are considered, a few
notable novelties can be spotted, substantially changing parts of the previously described
scenario or suggesting to temporarily play down the importance of some factors. Map below
compares the ranking of Counties in 2003 GDP terms with their fiscal contribution in the first
10 months of 2006. As can be seen:

1 The booming growth of Bucharest aaps to extend to neighboring areas including not
only llifov but also Prahova and Giurgiu. A complex conurbation would therefore be in
the process of being created around the capital with substantial commuting relations
and geographical spillover effects.

1 Both Constanta and Galati could have impressively bounced back from their previous
crisis and have taken advantage of the increasing importance of ports and shipyards in
todaydés globalised economy. 't 1 s uncl eal
population in terms of increased opportunities for consumption and a critical market
for the service and trade sectors.

18

June 2007



Romania’ Ministry of Development, Public Works and Housing Regional Operational Programme 28713

1 The relative importance of proximity to Western market is apparently being reduced. A
number of Western towns cannot cope with the rdW-driven growth rate and
comparatively lose ground. This relates not only to Cluj (that would no longer spread
growth to surrounding areas) but also to Timis. This has led to aftediged crisis in
Caras Severin also reducing the consequences of mavaéisation. The border part of
North-Est is apparently less affected: Bihor keeps its positions (like Arad does at its
south) and Satu Mare is emerging as a fast growing area.

Map 4
Difference in ranking position: GDP per capita 2004 vs Fiscal contrilstion per capita
2006

UKR

Difference in™-
ranking position

- OvEr 5

B vervween -5 and 5
- under -5

Source: Romanian Statistical Yearbook 2006, NIS and National Agency for Fiscal Administration

1 The apparently positive evolution of some mining districts does not appear to be
sustainable and Hunedoara, Allmdaorj are all losing ground.

1 Danube Deltaelated tourism continues to be a powerful driving force in Tulcea. On
the contrary cultural and religious tourism in Suceava does not appear to have been an
equally powerful attractor to drive the area out shitarginal status.

1 With the impressive exception of Giurgiu, economic decoupling still mainly concerns
the counties along the Danube and bordering Ukraine and Moldavia. Also, the
relatively fast growth of lasi appears to have been short lived.

1 Overall sagnation appears to affect the Carpathians and Brasov keeps losing ground
among Romanian towns.

1 There is a hard core of old industrial towns to the East of Bucharest till Southern
Moldova: Buzau, Braila, Focsani, Bacau, who show very little sign of regoasrif
they were part of an old industrial belt being increasingly replaced by a new large
manufacturing belt focused on the Buchafigiesti axis and spilling over to Prahova
and Giurgiu.
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Development at the NUTS Il Regional Level

Stemming fron the above, developments at the regional (NUTS II) level (see table below) are
an average of patchy local developments and complex interplays of different factors rather than
truly regional trends.

Table 3

Key regional development indicators in Romara (national average=100)
-0p-

- Unemployment ] SMEs per Rural
Region per capita GDP rateFENXE) FDI per capita caoiteI132 population
1998 [ 2004 | 1998 | 2005 | 1998 2005 | 1998 | 2005 [ 1998 | 2005

North-East 79.8 69.2| 133.6] 115.2 15.3 77| 713 64.5| 123.9] 125.5
SouthEast 100.1 90.7 1125 108.5 42.7 63.8| 101.4 91.4 94.7 98.7
South 85.8 83.4 97.1| 123.7 65.5 41.2| 77.0 67.7 129.0] 129.3
SouthWest 90.0 83.3| 104.8] 125.4 11.9 31.9| 85.9 70.2| 120.8] 116.4
West 100.9| 114.7] 101.9 86.4 99.1 76.3| 91.2| 105.7| 83.8 80.7
North-West 955 97.2 84.6 67.8 41.9 45.4| 106.5( 109.0f 104.9 104
Centre 105.9| 104.2 98.1| 123.7 87.7 62.9| 101.1| 105.7f 87.1 88.9
Bucharestlfov 162.2| 191.5 47.1 40.7| 598.3| 593.5| 194.1] 228.2| 24.8 21.1

Source: Calculations based on Statistical Yearbook of Romania 193®, 20

To simplify things it can be said that the NeEhst Region (but lasi and Suceava counties are

to some extent specific cases) is deeply influenced by its dependency on agriculture and suffers
from its border position close to Moldavia and Ukraine #tr@mountainous nature of part of

its territory. Also in the South and SotMflest Regions, agriculture is the dominant activity and

the Danube hinders development and acts as a barrier againsbamss trade. Taking
advantage of their closeness to WNestern European markets and of their historically lower
dependency on the primary economic sector, the West, Méegdt and Centre Regions have
succeeded to attract a large number of foreign investors, that contributed significantly to their
developmentThe SoutkEast Region is a special case, mixing counties lagging behind with the
peculiarities of Constanta, Galati and Tulcea counties. As could have been expécted,
interregional disparities have been growing and have become a notable feature of the
Romanian economy with growth concentrated around Bucharest and some areas of the Country
clearly experiencing decoupling.

The main reasons behind this are:

1 the mainly FD4led nature of economic growth and the preference given so far to the Capital
as an attractor for foreign investments besides Bucharesifov, FDI in the seven
development regions, in 2005, accounted only for 39.4% of total FDI;

1 the shutting down of most of the old uncompetitive heavy industry sector that was not
always replaced (espadly in parts of Eastern Romania), by a mar@gented SME sector;

1 the massive labor migration affecting the agricultural parts of the Country that could not
cope with the consequences of industrial restructuring for lack of enough resilience in the

2t comprises the local units active in industry, construction, trade and other services, with less than 250 employees in 1000
inhabitants.
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othe sectors of the economy leading to major disruption in the economic texture of all
towns and counties.

Chart 1
Foreign  investments in
Structure of FDI by Development Region until 200! Romania have been mainly
(%) driven by accessibility to
7.4% O 1. North-East West_ern . . marl.(et
s h considerations  (including
5.7% e the availabili of
O 3. South _ _ ollity
6.6% O 4 South-West intemational airports) and
B 5. West the urban status of target
3.4% ; H
@ 6. North-West areas, including the
6.3% ’ B 7. Center existence of appropriate
8.4% 1.3% O 8. Bucharest-ifov | facilities and level of
services for expatriates. In

these conditions it is little
surprise Bucharedtfov Region ranks first in terms of FDI attraction capgciwith 60.6%
(13,264 Meuro out of a 21,885 Meuro total) of total FDI in Romania by 2005. Constanta is also
becoming a preferred target for FDI in Soihst Region.

Different parts of the Country have so far attracted different typologies of inveBharg/est

and NorthiWest Regions have a relatively high number of (mainly European) fereign
participated companies sometimes even grouping in{ofagters, but these are mainly SMEs,
often working as subcontractors or on a lohn basis or companies exptadilitional business

links with Western Europe (see Annex 1 TableBljcharest llfov, South and the SouthEast

have managed to attract much more capital intensive investments often in greenfield initiatives
and also from notEuropean investors (seéso Annex 1, Table 2).

Presence of FDI positively correlates with effects on the labour market by constantly increasing
the demand for a qualified labour force and by developing business services (i.e. specialised
staff recruitment companies). The dahility of highly skilled labour force becomes an
important factor in attracting investment. As the transfer of productive as well as creative
activities towards Romania intensifies, there will be an increasing demand for highly qualified
labour force. Asa matter of fact there is already evidence that the Regions which have
succeeded to tap in the largest amount of FDI are already confronted with difficulties in finding
on the labour market highly skilled labour force, especially in technical and adatimest

fields.
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Entrepreneurial development

Sm | arly to other EU countries, SMEGs are pr
99.5% in the total enterprises and having a substantial contribution to GDP formation and
employment. Taking into consideration the SMEs density, Romania, with 20.38/8BM&s
inhabitantd, has a density lower than Bulgaria (27.6 SMEs/ 1000 inhabitants) or Czech
Republic, Slovakia, Hungary and Poland (with an average of 42.3 SMEs/ 1000 inhabitants)

Chart 2
Bucharestlfov, with  46.51  SMEs/1000
inhabitants, has 3 timesore SMEs, compared to Number of SMEs/1000 inhabitants
North - East, the least developed Region. Positi
trends regarding entrepreneurial developme ;. -

have characterized, in the last years, the We ©

35

NorthhWest and Centres Regions, while th =

25

situation of SouttWest, South and Soutbasthas |
only started to slowly recover lately (26@805). | @I ﬂ

Entrepreneurial development is generall s
negatively correlated with predominantly rurg — ne se sun sw west nw cemer B Rom
areas with a lower educated population, low leve

. . . . . |®2003 82004 O 2005
of urbanization and experiencing massive
temporary migratiombroad.

Romani ads SMEG6s structure is relatively c¢omj
joined the EU in 2004. The analysis reveals also, that in Romania, like in the other MS, the
contribution of SMEs to the turnover formation is over 50%.

Table 4
Number of enterprises and turnover, 2003 (% share of total)
Indicators | EU-25 LV Ccz PL HU SK BG RO

Number of

enterprises

- micro 91.5 82.5 95.2 96.3 94.7 73.3 90.8 87.1
- small 7.3 14.5 3.9 2.6 4.4 20.0 7.4 9.8
- medium 1.1 2.7 0.7 0.9 0.7 5.2 15 25
- large 0.2 0.5 0.2 0.2 0.2 1.4 0.3 0.6
Turnover

- micro 19.4 17.6 19.4 25.3 21.1 12.7 25.2 15.0
- small 19.3 30.5 19.9 14.5 19.0 15.9 21.9 22.1
- medium 19.2 29.6 21.6 22.1 18.6 19.8 19.9 20.2
- large 41.9 22.4 39.1 38.1 412 51.5 32.9 42.7

Source: Eurostdt Statistics in focus, N0.24/2006

3 Source: Calculated Statistical Year Book, 20Q8IS
4 Source: Feasibility study regarding improved access to finance for SMEsypstaaind micreenterprises Romania, Global
Partners 2005, Data 2003
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Chart 3

The micro-enterprises are included
within the category of SMEs, grouping

Number of micro-enterprises/1 000 inhabitants

50 companies with up to 9 employees and
40 an annual net turnover or total assets up
30 to 2 Mn euro. In 2005microenterprises
20 in Romania represented 87.9% of the
10 m:mmj:[ g total number of enterprises (while in
0 : European Union they exceed 90%).

NE SE South SwW West NW Center BI

Regarding density of the micro
82003 B 2004 O 2005 | enterprises  (micrenterprises /1000
inhabitants), there is a large discrepancy
among t heRegoos)easpeciajlytostween Buchaitlifstv 1 41.6 microenterprises/1000
inhabitants(superior to the national average of 18.01 mienterprises/ 1000 inhabitants) and
the NorthEast Region 11.52 microenterprises/1000 inhabitants

Regarding the empy@es by micreenterprises, the average size is around 2 employees; this
indicator increased in the period of 262304 and then decreased in the period 225 in

all Regions. The smalleaveragenumber of employees, fewer than 2, is in SeEdst; Sout-

West and Bucharesifov Regions.

143,411 SMEs were created in 2004 i.e an impressive 35% of the total existing stock, but only
60% of these were still active after the first year of operation. The attractiveness of business
environment development ihé capital ranks the Bucurestifov Region on the first place in
creation of new SMEO6s (19.5% from the total
was recorded in SouthWe st Region (7.9% new created SME
enterprise are concerned, 6.6 / 1000 inhabitants were new created in 2004, representing 32,4%
of the total number of SMEOGs/ 1000 inhabitant

Chart 4
, _ Almost all newly established SMEs in Romania have
Newmlcroandsmallenterprlses their headquar ter s l ocat ed
created in 2004
and are inglved in one activity only. The average
- number of employees varies between 2.5 in North
60 East, SoutkEast and Nort#fwWest Regions and 4.7 in
s0 ] Bucharesilfov Region. SeHemployment without
K3 employees is the most widespread typology of newly
" w0l established SMEslamost ever ywhere. T
20 4 are very fragile in a market economy, especially after
1o 4 2007 when there are applied the new EU standards.
e s s o wes nw or B rom In the New Member States, between 20 and 45% of
SMEG6s went into bankruptcy
80 employees 049 employees European Union (acconj to NIS).
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Chart 5

The Lisbon Strategy focuses o
supporting  the innovative micro The structure of the innovative enterprises - 2004
enterprises that can contribute to th
economic growth and creation of ne\[ane
jobs. According to the National Institut¢|m se 22.16%
of Statistics, in 2004, there were 5,171 (/o south
innovatve enterprises in Romania. A|Bsw

regional level, their structure differ fron | ®west 13.77%
one Region to another, because of t||#NW
costs and high risks involved. Thug/®c" 13.05%
within SouthWest Region only 4.17% of o8l
the enterprises are innovative, while
Bucharestlfov Region 22.5% are innovative enterprises. The average innovation costs vary

from 85,900 euro in North West Region (representing 39.23% from the national average) and

443,182 euro in South Region (representing 202.41% from the national average), as a
consequence ahe different level of interest for research and development among the Regions.

13.3%

17.84%

8.83%
{ L4.17%
6.85%

Business support structures

At regional level, the business support structures (industrial, logistic, business parks etc) are
still underdeveloped and poorly furartal and a limited number of SMEs are located within
these structures.

In 2005 the number of authorized industrial parftsat comply whit the requirements of the
Government Decision No. 65/2001, with all the amendments, regarding the creation and
opemtion of the industrial parks), receiving Government support and benefiting from some
fiscal privileges, according to the Ministry of Interior and Administrative Reform (MIAR) data
was 36 industrial parks: 9 private parks, 21 public parks and 6 gablate parks. These were
disproportional distributed across the various Regions, with 1 park in the West Region, and the
most, respectively, 12 industrial parks in the Centre Region.

Table 5
Industrial Parks
: Industrial Attracte_d Employees Areas- ha
Reglons parks COMEETIES -No- Total Rehabilitated
-No- -No-

North-East 2 7 809 23.3 12
SouthEast 3 12 176 84.9 7.5
South 9 129 7,510 493.3 140.5
SouthWest 3 23 540 34.4 8

West 1 3 23 19.3 19.3
North-West 3 5 154 100.2 73.9
Centre 12 121 1,377 487.1 117.2
ﬁf‘c’)‘\:’hafes{ 3 126 25,760 491 18.9
Romania 36 426 13,312 1,733 397.6

Source: Calculations based on MIAR dataly 2006)

® Criteria: access to a national and European road; possibility to be connected to the basiciofegssurface at least 10 ha.
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These parks have managed to attract (according to MIAR) 426 paying firms for renting space.
Most of these firms were lotad in South Region (129), representing 30% from the total
number of active firms situated within the business structures, followed by Bueltfarest
Region (126 firms).

Besides the above mentioned parks, there are also, according to some privass lsosirees,

back in 2004, about 45 business structures not registered by MIAR, out of which slightly less
than half located between the Bucharest area and the South region, thereby showing some
inevitable correlation with FDI attraction patterns. The Westpart of the Country is
apparently underrepresented. In some cases, these structures are simple warehouses unsuitable
for manufacturing purposes, mainly due to lack of connection to the sewage system or less
frequently to lack of connection to the gasdgin a very limited number of cases access to
railway was reportedly available.

Business incubators, an important component of business infrastructure, with a major role in
encouraging small entrepreneurs is also weak represented in some djidine, rer within
these in some areas.

There are currently 21 business incubators spread around the country and most of them are
located in South West (24%) and Centre Region (19%). These incubators host about 11 SMEs
each, which is far below EU average 3. However, many of these incubators suffer from

lack of resources and expertise in business development, thus being unsustainable.
Nevertheless, some incubators have succeeded to prosper and perform.

The average surface of a business incubator in Remarof 1,630 sgm (mostly used for
production and office activities) compared to 3,000 sqm, thelklEverage. Most incubated
SMEs operate in services and industrial sector and there is no clear specialization for possible
incubees. The existing incubatooffer general busineg®nsulting services, such as stapt
advisory services and preparing business plans. Only 10 of the incubators offer ICT services as
well.

The majority of existing structures are brownfield facilities (with a total surface 08@3f)
reutilizing parts of the former industrial plants. Demand for such structures is on the rise, as
companies increasingly try to move their activity away from the congested central areas of the
towns. The greenfield parks do not have experiencea yggnificant development, most of
them being still under construction.

The other business support structyesentific, technological, logistic and business parks, etc)
are underdeveloped. According to Law 50/2003 regarding the creation and funcidning
technological and scientific parks, there were set up 7 technological and scientific parks (with
provisional/ temporary authorization) iGalati, Braila, Slobozia, Brasov, Bucuresti, Timisoara
and lasi, out of which are operational only Galati, Iasi Brasov.

The weak infrastructure endowment, including utilities, lack of spaces and information and
communication technologies are the major problems, which the most of business support
structures are confronted with. In a very few cases industrias @dsk offer business support
including assistance in dealing with difficult access to financing by framework agreements with
banks.
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Moreover, the analysis of the financing sources of businesses reveals that the weight of loans
(from bank and financial stitutions), leasing, and factoring increase, with the size of the
SMEs. Micreenterprises use their own financing resources and for this reason they hardly can
develop or they just go bankruprthis situation is mainly caused by the very restrictive
financing conditions (high interest rates, high collaterals, bureaucracy etc.).

Table 6

SMEs financing sources by size classes
%

Financing sources Percentage in total SMEs

Micro Small Medium
Own resources 79.53 74.30 77.95
Bank loans 37.84 59.78 72.44
Leasing 20.10 41.62 58.27
Loans from financial institution 1.74 3.35 7.87
Factoring 1.12 5.59 11.02
Guarantees from the Romanian 0.12 0.00 0.00
SME Guarantee Fund
Other financing sources 0.37 0.56 0.79

Source: White Charter of Romanian SMEs, 2006

Population and employment
Population

Romania is confronting with both, declining and ageing population, a phenomenon common to
the majority of the EU Member States. Since 1990, the share of population under 14 years has
been declining, while there is a sirtarieous increase in the share of the population aged 65
and over. In particular, in 2002 for the first time the share of elder population (over 60 years)
has reached the same level as that of the young populatichy@ars), at around 18% of the

total. The number of births is constantly decreasing, and this is already visible in the decreasing
number of population in the 1B years category. This points to a likely future reduction of
pupils and students in the education system and to a growing demaheafth and social
services in the future. The ageing process will have negative consequences on the overall
economy if accompanied by an increase in the number of inactive persons that will represent a
burden for the social insurance system.

South andSouthWest Regions show an accentuated ageing profile, concentrating the highest
share of population aged 65 and over, in total population (16.5% and 16.2% respectively in
2005) and there are signs of a growing trend in this respect. On the contranyhthst Bhare

of young population is recorded in Noifast Region (18.3% in 2005, although rapidly
declining from the 20.5% share recorded in 2002), whereas the lowest shares are to be found in
the West Region (14.9% in 2005 vs. 17% in 2002), and BuchiéimsRegion (11.7%). At 1

July 2005, there were 94.6 elderly people per 100 young people at the national level. South,
SouthWest, West and Bucharest lIfov Regions registered an even higher ratio than the national
average and in the South and Buchalést Region the elderly have already outnumbered the
young.

26

June 2007



Romania’ Ministry of Development, Public Works and Housing Regional Operational Programme 28713

Table 7
Dependency ratio, by Regions 2005
%
Region Young/Adults Elderly/Adults Dependency ratio
North-East 27.3 21.3 48.6
SouthEst 21.8 20.5 42.4
South 22.3 24.3 46.7
SouthWest 22.7 238 46.5
West 21.1 20.3 41.4
North-West 22.8 19.3 42.1
Center 22.2 194 41.6
Bucharestilfov 15.9 19.9 35.8
Romania 22.4 21.2 43.6

Source: Romanian Statistical Yearbook 2006, NIS

The demographic dependency ratio stands at peak values inBastiiRgion (48.6%), due to

the high prevalence of the people aged between 0 and 14 on the active population (27.2%). The
elderly play the same role in the South and the SeWtlest Regions with over 23 old people
every 100 adults. Bucharedfiov Region, thoughremarkable for its high share of elderly
population, does not suffer from a heavy dependency ratio because of the very high number of
adults in their working age (73.6% the highest in the country) and this because the capital city
is a powerful attractiompole for the people living in the different regions of the country in

search of employment opportunities.
Chart 6

Population Structure by Age Groups and by Region on 1st of July 20(
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The combination and mutually reinforcing effect on dependence on agriculture and high
dependency ratio and related consewes on social welfare systems (health care, social
security, social insurance budget) is bound to have a strong negative impact on economic
development anturther contribute to the economic decoupling of certain areas of the Country,
where the remainingconomically active population will have even more incentives to migrate

to larger urban areas.
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Migration

Regarding internal migration prevailing trends appear to be fairly stable. Since 1995 the North
East Region has the major loss of populationtargdpattern was confirmed also in 2005.

Table 8
Migration flow by regions, in 2005
- Number-
Regions Out- In-migrants Balance Share
migrants %
ROMANIA 272,604 272,604 - -
1. North - East 47,150 43,430 -3,720 -54.9
2. South- East 35,248 34,408 -876 -12.9
3. South Muntenia 40,517 39,333 -1,184 -17.5
4. South- West Oltenia 29,848 29,168 -680 -10.0
5. West 23,849 25,638 1,789 +26.4
6. North - West 28,742 28,426 -316 -4.7
7. Center 27,902 28,093 191 +2.8
8. Bucharest- llfov 39,312 44,108 4,796 +70.8

Source: Romanian Statistical Yearbook, 2006

Bucharestlfov, West and Centre Regions have been attracting population, owing to the better
living standards and opportunities offered.

Internal mgrants usually are young people from the workingydaion moving towards urban
areas, in search of better jobs and a more interesting and attractive lifestyle. This is particularly
the case with the people aged 20 to 39. However it is worth noting that there is a parallel
phenomenon of migration towardsral areas concerning the population aged 40 and over and
affecting the whole Country. In general terms these are people dismissed from the restructured
stateown enterprises, which have not succeeded tquedify themselves, being forced to
return to therural areas and take up sselibsistence farming activities as a strategy for
survival.

During the period 200@005 the internal migration was dominated by urhamal flows
(557,091 persons), followed by urbarban (482,772 persons) and remaban flovs (476,319
persons). People from urban areas are more dynamic compared with rural population:
1,039,863 persons moved from urban areas, either to rural or other urban, compared to 855,966
persons which moved from rural areas.

As a consequence of the \8ening socieeconomic situation in urban areas and the migration
of the urban population towards rural areas, the rural population in most regions registered a
significant population growth in the past few years (see table below).

Table 9
Rural migration flow by regions, in 2005
-Number
. Out- In- Share
Regions migrants | migrants Balance %
ROMANIA 115,227 | 135,764 | 20,537 7.5
1. North-East 25,085 28,151 3,066 1.1
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2. SouthEast 16,489 19,396 2,907 1.1
3. SouthMuntenia 21,921 24,812 2,891 1.1
4. SouthWest Oltenia 16,216 16,656 440 0.2
5. West 8,521 12,788 4,267 1.6
6. North-West 14,194 | 15,828 1,634 0.6
7. Center 11,062 14,534 3,472 1.3
8. Bucharestlifov 1,739 3,599 1,860 0.7

Source: Romanian Statistical Yearbook, 2006

As far as official permanent nugtion abroad is concerned, after 1990, Romania has been
characterized by the huge movements of the population towards different other destinations. In
the first years after 1990, the majority of the German ethnic has left Romania, with tens of
thousandsdaving each year. At a later stage the number of these migrants fell below 1000 (in
2001), due, amongst others, to the limitation imposed by the countries of destination on the
access on their territory of German ethnics with unclear and insufficientiyrdaded ethnic
status. On the other side, the definitive emigrations towards Canada and the USA have
maintained at a constant level of 158000 persons/year, while the permanent (which takes
into account the official registration) and the temporary ertiggrafor work purposes have
reached a huge dimension.

Immigration flows in Romania had an upward tendency (1,602 persons in 1991 and 11,350 in
2001) followed by a drop in 2004 (2,987 persons), as a result of access restrictions, while in
2005 it increase up to 11,024. Immigrants are mostly expatriates for work purposes coming
from various countries, especially migrants from the Republic of Moldavia (51.7% in 2005).
USA, Germany and lItaly are the main countries of origin of the immigrants in 2005. Between
1992 and 2002, Bucharéstlfov Region has been the favorite destinations of these immigrants
(41.03%), followed by North East, North West and the Centre Regi6ns

The official statistical data (emigration and immigration) do not provide a retir@iof the
Romani an migration because they donot i ncl u
i mportant phenomenon. The temporary migrat:i
leave officially their residence$his unrecorded migration of thactive population is a major
determinant of demographic and economic phenomena that are not really captured by studies
based on official statistics. Informal data suggest that at least 2 million Romanians
Atemporarilyo wor k abr oHudgary, atc. Bhp aistanical rdgiobna | vy ,
Moldavia, Muntenia and Oltenia that overlap with the development regions-Nasth South

East, South and Soutlest are those regions with intense temporary migration for work.

To sum up:

1. Internal migration and Bour mobility increased continuously after 2000 until 2004. In
2005 Romania experienced a migration flow of 272,604 persons or 1.3% of the total
population.

2. From the regional point of view, net migration sources are the Regions-Besth
SouthEast, Sout, SouthiWest and NortiWest, while Regions West, Centre and
Bucharestilfov are net recipients of this flow. This is correlated with unofficial

®i The migration phenomenon seen from the perspective of Ronm
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international migration patterns as far as the Regions that lose population are the same
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(North-East, SouttEag, South and Soutlivest).
3. All Regions still record a net inflow of migrants to rural areas for subsistence farming

purposes, which is a particularly worrying trend if one considers the fact that Romania

has already a big share of its employment in agtcalland the productivity is already
fairly low in this sector.

Labour force

The dynamics of the labour market mirror the consequences of the economic restructuring

process, SMEs growth and FDI attraction in the different regions. As shown in tabi€,belo
employment raten Romania and its Regions maintained at a relatively constant level between

20022005 (58%), revealing a slightly decreasing trend, being low compared to the average

employment rate of EU 27 (63.4% in 2009)his situation could be carlated with the

decrease in the total number of Jobs avai
phenomenon, for work.
Table 10
Employment rate in Romania
0% -
2000 2001 2002 2003 2004 2005
Romania 63.6 62.9 58.0 57.8 57.9 57.7
Male 69.5 68.5 64.1 64.1 63.6 63.9
Female 57.8 57.3 52.0 51.5 52.1 51.5
North-East 67.1 66.4 60.1 59.9 62.4 61.5
Male 71.5 70.2 64.0 63.8 65.4 64.0
Female 62.6 62.5 56.1 56.0 59.3 59.0
South-East 60.8 59.9 55.3 55.8 54.7 54.7
Male 67.3 67.9 64.2 63.1 62.7 63.2
Female 54.3 52.0 46.5 48.5 46.7 46.2
South 64.7 64.0 58.2 58.1 58.1 58.1
Male 72.0 70.9 65.2 66.6 64.5 65.9
Female 57.4 57.2 51.3 49.6 51.6 50.2
South-West 69.1 69.5 61.8 62.0 59.9 60.1
Male 73.4 74.3 66.9 66.8 65.5 65.8
Female 64.9 64.8 56.6 57.0 54.2 54.3
West 62.2 61.2 57.6 57.1 56.9 56.6
Male 68.7 66.9 64.9 64.8 63.4 63.9
Female 55.9 55.7 50.5 49.7 50.5 49.5
North-West 63.4 64.0 57.8 57.2 56.1 56.0
Male 67.9 67.7 62.6 62.2 61.4 61.0
Female 59.0 60.3 53.1 52.2 50.9 51.1
Center 59.8 59.6 55.9 55.2 53.9 54.2
Male 66.3 65.1 61.4 62.1 60.2 61.7
Female 53.4 54.2 50.3 48.4 47.6 46.6
Bucharestllfov 60.0 56.7 56.9 56.5 59.7 59.4
Male 67.2 63.5 63.6 63.5 65.8 65.9
Female 535 50.5 50.8 50.2 54.1 53.4
Source: Romanian Statistical Yearbook, INS0@
" Starting with 2002, data are not fully comparable with data series of previous years, due to revisexhdeferti
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By Regions, employment rates are higher than the national average in the less developed
Regions: NortkEast, South and SoutWest, because of high employment rates in agriculture.
Bucharestllfov Region also registers employment rates above the rétaverage, but this is
related to the much higer and diversified jobs offer.

Between 1990 and 2001 the total number of employees fell from 7.5 million to 4.5 million, at

the same time with the increasing number of unemployed people, due to the economic
restructuring process, which led to the dismissal of great number of labour force. The
unemployment rate increasednstantly in 1991999 period (from 3% to 11.8%).

Chart 7
Number of employees and unemployment rate (1992005)
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Sourke: National Institute for Statistics

After 20002001 the Romanian economy experienced a recovery process, entering into a phase
of economic growth, although the number of employees remained stable (4.5 million in 2005).

The unemployment ratecreasetb 5.9% in 2005It is still worth mentioning that the number

of unemployed people is higher as these figures only capture the registered unemployed people.
Although the surveys give a better image of the real number of unemployed people, still as a

phenanenon, the unemployment rate is decreasing from one year to another, one of the major

causes being the temporary migration abroad for work (about 2 million persons).

By sectors of economy, connected with Ro ma

employed in agriculture diminished in all regions, in the period 2P005. However the
decreased of population employed in agriculture is not a real one, because many people who
are actually working in agriculture, as sethployed, are not registered as wogkim this

sector. This is verified by the fact that the highest share eésgifoyed appears in statistics in

rural areas in all Regions of Romania.

The construction industry is one of the most active in the Country, being the only sector where
employnent grew in real terms, in all Regions. Buchatdet (60.7 thousand persons) and
Centre Regions (11.5 thousand persons) are regions with the most dynamic evolution in this
sector in the last five years.
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Chart 8

The evolution of employed population by region and by activity of national economy
(2001-2005)
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Source: Territorial Statistics, 20@Hhd Romania Statistical Yearbook, 2006, NIS

In the same period (2062005), the service secf@mployment experienced the same trends as
the constructions industry, the only region that registered a diminishing in number of
employees being South Region.

In particular, Bucharedtfov Region stands out in terms of increased employment in services,
(175.2 thousand people) due to the rapid growth of the business sector, the relatively high
education level, a factor well known to spur consumption of sesyias well as a boomirig

mainly Bucharest located telecommunications sector. Other Regions, N&ht, Centre and

West, experienced an increasing number of employees in sectors like trade, hotels and
restaurants, real estate and other services, faantermediation, etc).

At the same time with the growth of the privatbusiness sector was the decrease of the share
of the employment in the public sector in the total employment.

Table 11
Employment in Private and Public sector
-0%-
Year Public Sedor Private Sector
2000 26.4 67.1
2001 24.3 70.4
2002 24.8 69.9
2003 23.7 72.1
2004 23.2 73.8
Q1 2005 21.8 75.7
Source: NIS

As regards labour force qualifications, there are obviously disparities between more developed
regions and the less dewpkd ones, the most rural Regions namely NBeht, SoutHEast,
South and SouthiVest registering high ratio of employed population with primary education or

8 Trade, hotels and restaurants, transport, storage and communications, financial intermediation, real estate and sther service
public administration and defense, education, health and social assistance and other activities of national economy.
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without graduated schoolBucharestlifov Region by far registers the beghalified
employment ofll Romanian Regions.

Table 12

Employment structure by educational level and development region in 2005
-0%-

Speciality
post high Vocational, Primary or
. Tertiary school or . complementary | Seondary without
Regions education technical High school or school graduated
foreman apprenticeship school
education
Romania 12.6 4.8 30.7 255 18.6 7.8
North-East 9.4 35 24.0 27.3 24.0 11.8
South East 10.4 4.6 29.6 271 19.3 9.0
South-Muntenia 8.9 4.4 315 25.5 19.8 9.9
South West 11.1 6.0 28.4 21.9 21.1 11.5
Weg 13.2 4.7 34.9 25.3 18.1 3.8
North West 10.7 4.9 32.1 26.4 20.3 5.6
Center 12.1 5.8 335 31.9 12.2 4.5
Bucharestllfov 30.2 5.1 37.3 175 8.9 1.0

Source: Romanian Statistical Yearbook, NIS, 2006

Unemployment

After 1990, the unemployment suddenly rieesed in all the Regions, and the highest rates
were recorded in the most fragile regions
North-East and SoutEast, while the lowest rates were traditionally recorded in Bucharest
lIfov and West.In 200 as a consequence of the industrial and mining sector restructuring,
unemployment peaks were recorded also in S@gist, West and Centre Regions. The
decrease in unemployment registered after 2000 can be explained as a combination of:
discouraged worken®tiring from the labour markelemporary migration abroad, a flourishing
underground economy, all these factors discouraging registration at the workforce departments.
In 2005, the highest unemployment rate was registered in -Svesh (7.4%), South and
Centre Regions (7.3% each), while the lowest rates were registered inRVMesthand West
Regions (4.2%, respectively 5.8%) and obviously in Buchdlfest Region which practically

works at full employment and where unemployment is purely fraction&/j2.4

The unemployment rate differs within Regions, with the eastern counties registering on average
higher unemployment rates than western counties (Annex 1, table@b)unemployment rates
between 8.310.1% are particularly registered in the easterih glacountry (Vaslui and Galati
counties), in soutfi along the Danube, betweerl2%, (Calarasi, lalomita and Teleorman
counties), in the area comprising some counties from South West, West and Centre Regions,
between 7.9.5% (Gorj, Mehedinti, CaraSewerin, Hunedoara, Alba, Brasov, Covasna,
Harghita). The main reasons of high unemployment rates have been iedlstrial
restructuring(ore extractionAlba, Hunedoara, Cargseverin; coal extractiohnHunedoara and
CarasSeverin; metal processing Alba and CarasSeverin; siderurgy Galati and Hunedoara)

or the existence of draditionally underdevelopedural economy (Vaslui, lalomita or
Teleorman counties).
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Map 5
Unemployment rate’ i intraregional disparities (2005)
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Source: Statigtal Yearbook, 2006, NIS

Transport Infrastructure

International parEuropean transport corridors cross Romania, connecting North and South
Europe, the West and the East. The transport network connects networks of neighboring
countries with networks diurope and Asia as well.

Compared to the EU 25 average, the Romanian transport system is poorly and insufficiently
developed, and of very low quality, also because still suffering from the consequences of
several years of neglecting during the transitipariod, when public investment in
infrastructure dramatically dropped. Therefore poor accessibility is increasingly perceived as
one of the main factors hindering development and impeding the Country to benefit from its
favorable geographical position.

Accordingly, the development of the transport system is very important in order to accelerate
the economic progress of the country and also to support the increase of demand of the
transport services.

Romania could benefit from its position on the Cenfxsi and Caspic area corridor, and the
EU countries could take advantage from promoting their commercial and strategic interests in
these areas.

® Unemployed registered at National Agency for Employment
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Access to the transport infrastructure

The different accessibility to local, national and international pamsnfrastructure and its
quality represents one of the determinants of development at the local level and related
disparities, as well as influence the nature of economic activities. Airports with international
connections are a powerful attraction &actor FDI, good railway connections are important

for bulk exports, effective roads are key for short tbmenarket products requiring quick
logistics.

Bucharestllfov Region has the airports with the most intense international and national traffic.
Centre Region has some important railway junctions (Teius, Sibiu, Brasov, Targu Mures),
which serve as connection points between Romania and Western and Central Europe. Four
international roads cross the South Region, where most of the national road rets/dden
modernized. West Region ensures the rail and road transit towards West Europe and has
modernized the Timikoara and Arad airports.

Other Regions are disadvantaged in terms of transport infrastructure. For instance, in the North

i East Region the 8t oK an i County has as high as 16. 8!
hardly usable by modern means of transport at
national average from the point of technical endowment and not compatible in terms of section
length.

At interregional level, inadequate transport network hinders the development of small and

medium sized towns, communes and villages. In many areas, road transport network among
localities is very poorly developed (e.g. villages from the Danube [DbkaSubCarpathian

area, Mehedinti plateau, Apuseni mountains), which causes the sheer isolation of some
localities.

County road transport

At the end of 2005, the total length of public road network in Romania was of 79,904 km, out
of which 36,009 km @ county roads. The share of county roads in total public road network
represents 45% with higher percentageBucharestlfov (51.4%), South (47.8%), and Centre
(47.4%).

Over 80% of the traffic volume is presently conveyed along the national ang coads, with
spectacular increasing potential for the next yeédh® average traffic on national roads is
below 500 vehicles/day, but an increase of more than 50% is foreseen in the forthcoming
period.

Although during the period 1995005, the moderned public roads network increased, the
density of public roads (33.5 km/100 sgkm) continues to be very low in comparison with the
EU 25 average (110.1 km/100 sg. km). The density of county roads is 15.1km/100 sqgkm,
higher density being registered in Buakstilfov (24.6 km/100 sgkm), South (16.6 km/100
sgkm), SouthVest (16.1 km/100 sgkm) and Noiiliest (15.1 km/100 sgkm).

The lack of financial resources at the local government level for the rehabilitation and
modernization of the public roads is one ot tbauses further contributing to the poor
accessibility of several areas of the Country; at the same time it negatively affects labour
mobility, hinders enterprise development, by making the access to main market areas more
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difficult, as well as tourism delopment, not to speak of any chance of attracting foreign
investors.

Roads network is poorly developed and has low quality in comparison with the EU countries.
Except for Bucharedtfov, SouthWest Region has the highest percentage of modernized
public roads (32.4%), while the SouBast Region registers the lowest value (19.5%). On the
other hand, those towns that have undergone growth, first and foremost Bucharest, are already
experiencing severe traffic congestion, as the urban streets netwodknoiteep pace with

traffic increase, and this phenomenon is gradually likely to extend to other parts of the Country.

Table 13
Romani ads public roa2005network, by Regi
Non Density County Out of
Public | modernize of Count roads in Density of | Urban which
. roads' | dpublic | public y total county streets | moderni
Region . roads )
total roads in roads -Km- public roads (per -km- sed
-km- total (per 100 roads 100sgkm) %
-%- sgkm) -%-
Norh- | 133s7 | 40 36.3 | 55632 | 415 15.0 3,737 1 529
South | 108s6 | %90 304 | 49616 | 45.7 13.8 2,954 | 686
South 12,000 70.7 34.8 5743.1 47.8 16.6 3,605 58.1
S\f\’/:tskt* 10460 | 976 358 | 47204 | 451 16.1 2551 | 612
West 10,292 74.0 32.1 4427.3 43.0 13.8 3,157 62.5
North- 11,855 72.8 34.7 5314.9 44.8 155 3,355 57.9
West
Center 10,182 76.1 29.9 4830.2 47.4 14.1 3,823 59.7
B“ﬁ?g‘\ie“ 872 473 479 | 4488 | 514 24.6 2514 1 435
Romania 79,904 73.5 33.5 | 36,009.7 45.0 15.1 25,696 58.1

Source: National Institute of Statistics, Statistical Yearbook, 2006

The financial resurces were focused towards the rehabilitation of the national roads, while the
county roads were neglected, both as resources allocated and quality. Consequently, county and
urban streets network did not benefit from significant modernization worksledisng to the
decrease of the Regionsd attractiveness and
and intra disparities.

At the level of the 8 development regions a low level of the modernized roads is registered,
with negative consequergeon developing productive activities, limiting the trade of
agricultural products within the urban centers and hindering the development of areas with
agrotourist potential, many of them remaining unexploited (the-Grpathian area of
Muntenia and Olten, Mehedinti plateau, Apuseni mountains).

Except for Bucharedtfov Region, where the density of public roads is high (47.9/100 sqg. km),
due to the presence of Capital, the public road network is distributed in a balanced manner in
the other Regions.

' National, county and communal roads
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The insufficient capacity to accommodate heavy traffic and heavy weight vehicles (particularly
in Bucharestlfov, North-West and West Regions), lack of highways, poor street lighting and
markings, which lead to very slow driving speeds, increased traveland unreasonably high

fuel consumption are the main problems that the public roads network faces. On the other hand,
almost half of the total modernized roads, are in an advanced state of wear due to intensive
exploitation of the roads between county maipal towns and development poles in the
regions with ramifications towards the border crossings, as well as at interregional level.

Provided that roads are the straightforward mode of transport to achieve accessibility for
people and cargo, the rehl#htion and development of public roads network has been and is a
priority of Romaniads economic policy.

Air transport

In Romania there are 17 airports; the most important airports are Henri Coanda Bucharest (2.9

mil persons of the total internationghssengersni 2005) , Aur el VI aicu B!
international passengers), Ti mikoara (336 t
thou of international passengers). In the last years the traffic on the Cluj, Sibiu and Arad

airports also increased, lmeeni ng desti nations of the intern

airport only international charter routes operate.

Out of 17 airports, 11 public airports are on the TENb public airports are not on the TEN

(Baia Mare, Satu Mare, Targu Mures, CraioVallcea) and another one (Caransebes) is
private. At this stage, the passenger and freight traffic data for tR@ENT airports register

a low level and they would not justify the investments. Local authorities support and argues
these types of investmts, underpinning that the reduced level of economic activities until
2001 as well as the lack of air communication, the improper road and railway connections
between different destinations contributed to the Regions lack of attractiveness for potential
investors.

Water transport

The Danube River, which crosses the country along 1,075 km and the navigable channels, as
well as the 244 km Black Sea coastline, offer Romania an important potential to develop its
waterway transport sector.

Romanian sector dhe Danube includes Maritime Danube and Fluvial Danube with 29 ports,
out of which 4 are fluvial maritime and 25 are fluvial. Romania has also 3 maritime ports:
Constanta, Mangalia and Midia. In the total number of ports, there are 19 noif PBits:
Mangalia, Midia, Chilia Veche, Mahmudia, Isaccea, Macin, Smardan, Harsova, Turnu
Magurele, Zimnicea, Corabia, Bechet, Cetate, Gruia, Orsova, Drencova, Basarabi, Ovidiu,
Luminita.

These harbors totalise 40,000 m embankments, out of which 18.1% were cedsiugears

ago and need urgently reconstruction works. Compared to the Member States, the activity
carried out in these ports is smaller than in the other harbors. The main activities are
represented by shipping (loadigloading, storage etc) and alsp the auxiliary operations
linked to the transport activities (naval transport infrastructure maintenance, repairs, ships
provision etc).

37

June 2007



Romania’ Ministry of Development, Public Works and Housing Regional Operational Programme 28713

According to the statistical data provided by the National Company for Fluvial Danube Ports
AdministrationGiurgiu, in 2005 there were 2230 ships conducted on Danube, out of which

1926 Romanian and 304 foreign ships. The total freight fluvial traffic registered in 2005 was
2,187.1 thousand tones.

Romania navigable waterway network has a part of local navigable intetaadrk, on which

mostly leisure and small traffic navigation can be carried out. This network includes mainly
natural lakes (Snagov, the lakes from Bucharest system, lakes from Romanian seaside), storage
lakes (Bicaz, Vidraru, Fantanele, Tarnita, Mariselic,) and also some of the internal rivers

(Prut and Bega).

The investments in ports infrastructure rehabilitation are necessary in order to valorize their
development potential, contributing to the economic development of the poor areas, where the
portsare located (the Inferior Danube, Dobrogea etc).

Infrastructure for health care, social and public safety services

During the past 15 years, Romania has been confronted with a complesxdsemgraphic
process. The decrease of the bmte and of tB general mortality, combined with an
emigration process of the workiagie population led to a general population aging, as well as
to a decrease in the total country population with 1.5 million inhabitants during the last 10
years, down to 21,623,849 wlhitants on July®, 2005.

All these aspects lowered the dimension of the active population (from 51.5% in 1999 to
45.55% in 2005) and required therefore a different approach of the health and social services
system, in order to prolong the activesliirom the point of view of quality of services and of
infrastructure endowments.

Starting with 2006, the law for the reform in the health sector (Law No. 95/2006) has as an
objective the regulation of public health services, aiming to improve theineeifiz It
provides for the development of a modern system for treatment and prevention, accessible to
all categories of people, as well as for an efficient system for emergency situations.

Regarding the heakhunit types, they are organised by differemitecia, according to the
territorial and the specialisation levels. From the territorial point of view, the hospitals are
county, municipal, city or communal. According to the pathologic specificity, they are
organised and function as general, emergesgciality and chronic care ones. According to
their ownership, the health care units are public, private, or, in some cases public hospitals with
private sections.

I n communes, towns and cities thereintanale fge
medicine, pediatry, obstetricgynecology, general surgery. Depending on the category of the
hospital (clinical, county, emergency) the complexity of the medical interventions increases;
they provide for wider territorial areas specialised servieagergencies and difficult cases

which cannot be treated in hospital with basic specialties.

The majority of buildings within which health care units function, as well as the equipments are
in a precarious state and need important investments, in orgieovide the population with
services according to the standards.
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Most of these units are under state property. The buildings belong to local authorities
(local/county councils), the latter having the obligation of maintaining and rehabilitating them,
while the coordination of human and material resources is at the level of the Ministry of Public
Health. Equipments acquisition is supported from the state budget, under the coordination of
the Ministry of Public Health. Hospitals may also buy the equipm#rgg need, but the
insufficient budget of local authorities is allocated mainly for the financing of rehabilitation
and maintenance works, which is under their responsibility, leaving thus equipment acquisition
at the end.

In Romania, according to thegfistical Yearbook in 2005 there were 422 public hospitals, with
142,377 hospital beds and 11 private hospitals with 6,504 beds; on average, 6.6 beds per 1000

i nhabitant s, above the EU average (6.1a), b
qualty of services provided is below the EU standards. Half of the Romanian Regions are
much above the country average, namely Buchdréstt ov ( 10. 45 bd&standa) , V
Centre (7.00a, 7. 33a, r -dimegnsoningi ov thd hospidedd 1 a ) .
overloads the healthcare system from the point of view of high costs and low efficiency.

The privatisation of primary healthcare led to a segregation between the primary, the secondary
and the tertiary healthcare, resulting in a global decreasingaithcare system performances.

Family doctors do not have the financial capabilities to ensure basic endownti@stieads to

many hospitalised cases for basic investigations when these could have been treated in out door
patient deparments. Therefobmth the duration and the cost of hospitalisation increase.

Hospital infrastructure has aprecarious situation, the majority of hospitals in need of
rehabilitation being older than 50 or 100 years. Many hospitals function in buildings that do not
have tinctioning authorization (SouWest Region- 94%, NorthWest Region- 86% and

West -70%), which affects the quality of the services provided and the safety of the
hospitalised patients. Centre Region has the highest number of buildings without earthquake
evaluationg 70%. In every Region there are claimed hospital buildings, most of them in West
Region (16%) and the least in Sotikest (4%).

Health care services are also confronted with operational problems as a consequence of
outdated equipments andtilities 7 in boiler rooms, washing rooms, kitchens and other
technical equipment, being more than 25 years old in most of the cases.

Table 14
The hospitals situation by Regions
% % .
. % % hospitals hospitals % Estimated
No. of hospital hospitals >100 | hospitals >50 ithout ithout Claimed needs for
Region building OSp;ea;S Osslegz fu\gcl:tic?rL\‘ing e;\:;hqouuake hqspital reha_lbilitation
authorisation evaluation buildings (mil. Euro)
NE 136 29% 29% 61% 8 6% 47.215
SE 71 30% 34% 55% 4 6% 17.867
S 101 18% 54% 66% 5 5% 25
SV 48 25% 46% 94% 2 4% 16.330
V 106 17% 43% 70% 17 16% 46.871
NV 125 19% 54% 86% 17 14% 100
C 221 33% 35% 22% 73% 11% 23.5
Source: Ministry of Public Health, 2006
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