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Key developments and challenges
Businesses continue to struggle to maintain 
competitiveness in the EU single market, a problem 
exacerbated by the global economic crisis. Further  
efforts are needed to implement reforms in the areas  
of judiciary, business registration and law enforcement.

The banking sector is reasonably liquid and adequately 
capitalised but may be subject to further stresses. Close 
cooperation among regulators, domestic and foreign 
banks and international institutions is essential to ensure 
that the system continues to function smoothly and that 
private sector lending remains sufficient to meet 
investment needs.

The dramatic fall in economic growth is putting increasing 
strain on public finances. The government will need to 
show restraint on spending in order to maintain overall 
macroeconomic stability and to keep to its agreed 
commitments with international financial institutions.  

Country data 
Population (in millions)  21.7
Area (’000 sq km)  238.4
GDP (in billion US$, 2008) 199.7
Average transition score (scale: 1 to 4.33)  3.44

Progress in structural reform 

Business environment and competition
Romania was ranked 55th in the World Bank’s Doing Business 
2010 survey, down 10 places compared with the previous year. 
The main problems appear to lie with difficulties in employing 
workers, where the country ranks 113th, and in paying taxes 
(ranked 149th). These findings reflect some of the conclusions 
from the latest round of the 2008/09 Business Environment 
and Enterprise Performance Survey (BEEPS IV), where nearly 
28 per cent of respondents claimed that tax rates were the 
biggest hindrance to doing business, and approximately 
20 per cent of enterprises cited an inadequately educated 
workforce as the most significant obstacle. This may reflect  
the exceptionally low levels of unemployment in recent years, 
which has created difficulties for some rapidly expanding firms 
in finding well-qualified employees, although the rate has risen 
sharply in 2009 as a result of the deep recession.

Romania has taken a number of positive steps over the past 
year in the areas of judicial reform and the fight against 
corruption, according to the European Commission (EC’s) latest 
annual assessment on progress under the Co-operation and 
Verification Mechanism, published in July 2009. The report 
stated that a new momentum had been established, but also 
noted that reforms had not yet taken hold and that there were 
still significant shortcomings in both areas. The situation will 
be reassessed by the European Commission in summer 2010.

Infrastructure
In the energy sector, the new government has amended the 
previous government’s plans to set up a “National Champion”. 
The new plan envisages the establishment of two nationally 
integrated companies, both of which would combine power 
generation (hydro, thermal and nuclear) with mines. Together, 
the two companies would initially account for around 
90 per cent of electricity generation in the country, but this 
share would be expected to fall over time as extra generating 
capacity is created by private operators. The aim is for the  
two companies to compete against each other, but there are 
remaining concerns about the concentration of market power 
and the possible cross-subsidisation of inefficient and loss-
making units within each company.

The Vinci-Aktor consortium was announced as the preferred 
winner of a tender for a 30-year concession on the 
Comarnic-Brasov highway in May 2009. The cost of the 
lease is in excess of €2 billion. Work on upgrading the  
highway is expected to begin in 2010 and to last  
approximately four years.

Financial sector
The main banks and the regulators have reacted well to the 
financial crisis. Overall, the system is well capitalised and has 
adequate liquidity, and to date most banks have been able  
to cope with the economic downturn. The support of foreign 
banks, whose subsidiaries dominate the market, has been 
crucial. At three meetings in March, May and August 2009, 
nine major foreign parent banks, representing more than 
70 per cent of banking sector capital in Romania, committed  
to maintaining their existing overall level of exposure to the 
country and to increasing capital as required to maintain their 
capital adequacy ratio above 10 per cent. The average level of 
capital adequacy for the banking system at mid-year 2009 is 
13.5 per cent. Stress tests carried out by the central bank  
in the first half of 2009 implied that some recapitalisation,  
of around €1 billion, would be needed to meet the new  
target of 10 per cent, depending on the extent of the  
economic downturn.

Social sector
A number of developments have taken place in the pension 
system during the past year, with important implications for the 
system’s future sustainability. A 20 per cent increase in state 
pensions was brought forward by the previous government 
ahead of the general election last year. However, in recognition 
of the constrained fiscal situation, a revised legal framework 
on pensions, scheduled for approval by the end of 2009, will 
ensure a gradual move to indexation to inflation rather than 
average salary. In addition, starting from 2015, the age of 
retirement for women will be gradually equalised to 65 years, 
while the tax base will be enlarged by the inclusion in the tax 
net of the non-contributive employment segment. Meanwhile, 
the number of voluntary private pension schemes had risen to 
13 by mid-2009 and these funds continue to generate good 
returns (7 per cent in the first half of 2009) despite the 
difficult economic climate.

Romania



Fiscal balance and current account balance
■ Fiscal balance (% of GDP)   ■ Current account balance (% of GDP)

Interest rates and inflation
■ Money market rate (% average-over-period)   ■ Consumer price index (% year-on-year)
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Real GDP (1989=100)
■ Romania   ■ Average, transition countries

Transition indicators 2009
■ Romania   ■ Maximum, transition countries   ■ Minimum, transition countries

Macroeconomic performance 

Economic activity weakened significantly in 2009, as a result  
of the financial crisis, after several years of very strong 
performance which culminated in a real GDP growth rate  
of 7.1 per cent in 2008. As of mid-2009, the economy was 
in a sharp recession. Industrial output was down by about 
15 per cent year on year according to the mid-year monthly 
figures, while exports fell by more than 20 per cent over the 
same period. Construction activity fell sharply and credit 
growth slowed from the very high rates recorded in previous 
years to 11.2 per cent year on year in June as a result of the 
difficulties banks were facing finding viable projects. 

In March 2009 the government agreed a two-year 
macroeconomic stabilisation stand-by agreement with the 
International Monetary Fund (IMF), backed by a €12.95 billion 
loan as part of a broader external aid package. The additional 
foreign financing will be provided by the European Union, the 
World Bank, the EBRD and the European Investment Bank. 
Under the terms of the programme, the government deficit was 
originally targeted at 4.6 per cent of GDP this year, but once 
the full extent of the economic downturn became clear, the 
target was revised in August 2009 to 7.3 per cent of GDP. 
Achieving this will require significant spending cuts, while part 
of the IMF’s funding will be used for budget deficit financing. 
The central bank is aiming to lower annual inflation to within  
a targeted band of 3.5 per cent +/- one per cent by year-end; 
the rate fell to 5 per cent by the end of August 2009 compared 
with 6.3 per cent at the end of 2008. The government also 
announced in February 2009 the launch of a €13 billion 
stimulus package to help the country through the global 
economic crisis. Some €10.2 billion, equivalent to 7 per cent  
of GDP, will be spent on investments, mainly in infrastructure. 
The central bank has cut the key policy rate several times this 
year, with the latest cut in September from 8.5 to 8.0 per cent. 
The previous cut (in August) was accompanied by a reduction  
in the minimum reserve requirement rate for foreign currency 
liabilities with a residual maturity of less than two years  
and no pre-payment clauses, from 35 to 30 per cent. 

Outlook and risks

The economy is likely to suffer a significant output contraction 
of around 8 per cent in 2009, and a slow recovery is expected 
in the short term. The growth slow-down in Europe will have a 
negative impact on Romanian exports, while the global liquidity 
crunch will exacerbate external financing pressures and may 
also slow domestic investment. Highly leveraged sectors, such 
as real estate and construction, are likely to be the worst 
affected, and many small and medium-sized enterprises 
(SMEs) are also experiencing difficulties. The extent of foreign 
bank funding of domestic credit makes the country vulnerable 
to capital outflows, which could have knock-on effects for the 
banking, corporate and household sectors. However, this risk  
is mitigated by the strong support received from international 
financial institutions and the commitment of foreign parent 
banks to their subsidiaries in Romania. In addition, the current 
account deficit has fallen significantly this year (projected at 
around 6.0 per cent of GDP for 2009, compared with 
12.3 per cent in 2008), helping to reduce vulnerabilities and 
alleviate risk perceptions. Over the medium term, Romania has 
favourable prospects for growth, with a well-diversified export 
structure, strategic location and potential for further catch-up 
on the rest of the European Union. 
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Structural and institutional change indicators

Liberalisation  
and privatisation 

Current account convertibility – 
full

Controls on inward direct 
investment – no

Interest rate liberalisation – full

Exchange rate regime – 
managed float

Wage regulation – yes

Tradeability of land –  
full within EU

Business environment  
and competition 

Competition office – yes

Quality of insolvency law – high

Secured transactions law – 
advanced

 
Infrastructure

Telecoms regulatory 
assessment compliance – full

Independence of the  
electricity regulator – full

Separation of railway 
infrastructure from operations 
– full

Independence of the road 
directorate – full

 
Financial sector

Capital adequacy ratio –  
12 per cent

Deposit insurance system – yes

Private pension funds – yes 

 
Social reform

Share of population living in 
poverty – 3.4 per cent (2005)

Government expenditure on 
health – 4.5 per cent of GDP 
(2006)

Government expenditure on 
education – 3.5 per cent 
(2006)

Household expenditure on 
power and water – 3.7 per cent

2003 2004 2005 2006 2007 2008 2009

Enterprises
Privatisation revenues (cumulative, in per cent of GDP)  8.9 9.2 9.5 9.8 9.9 10.0 na
Private sector share in GDP (in per cent) 65.0 70.0 70.0 70.0 70.0 70.0 70.0
Private sector share in employment (in per cent)  56.5 58.0 64.9 66.3 68.0 69.0 na
Budgetary subsidies and current transfers (in per cent of GDP) 13.5 14.6 14.2 14.7 16.3 17.1 na
Share of industry in total employment (in per cent) 30.2 31.8 36.9 34.3 31.7 na na
Change in labour productivity in industry (in per cent) 9.2 -0.3 74.8 12.7 9.1 na na
Investment/GDP (in per cent) 21.8 23.8 22.6 26.5 31.6 31.4 na
EBRD index of small-scale privatisation 3.7 3.7 3.7 3.7 3.7 3.7 3.7
EBRD index of large-scale privatisation 3.3 3.7 3.7 3.7 3.7 3.7 3.7
EBRD index of enterprise reform 2.0 2.0 2.3 2.7 2.7 2.7 2.7

Markets and trade 
Share of administered prices in CPI (in per cent) 21.5 22.4 21.9 20.6 21.4 21.0 na
Number of goods with administered prices in EBRD-15 basket 0.0 0.0 0.0 0.0 0.0 0.0 na
Share of trade with non-transition countries (in per cent) 77.5 75.1 72.5 71.8 68.7 66.1 na
Share of trade in GDP (in per cent) 66.7 71.0 66.9 64.9 63.1 56.6 na
Tariff revenues (in per cent of imports) 1.8 1.5 na na na na na
EBRD index of price liberalisation 4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of forex and trade liberalisation  4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of competition policy 2.3 2.3 2.3 2.7 2.7 2.7 2.7

Financial sector 
Number of banks (foreign-owned) 30 (21) 32 (23) 33 (24) 31 (26) 31 (26) 32 (27) na
Asset share of state-owned banks (in per cent) 40.6 7.5 6.5 5.9 5.7 5.6 na
Asset share of foreign-owned banks (in per cent) 54.8 58.5 59.2 87.9 87.3 87.7 na
Non-performing loans (in per cent of total loans) 1.5 1.7 1.7 1.8 3.0 4.5 na
Domestic credit to private sector (in per cent of GDP) 13.7 15.7 20.0 25.9 35.8 38.5 na
Domestic credit to households (in per cent of GDP)  3.8 4.8 7.2 11.2 17.7 18.8 na
– Of which mortgage lending (in per cent of GDP) 0.3 0.5 0.6 0.9 1.4 3.8 na
Stock market capitalisation (in per cent of GDP) 9.2 13.9 22.2 24.4 27.3 11.2 na
Stock trading volume (in per cent of market capitalisation) 8.8 11.6 21.0 16.0 20.8 11.3 na
Eurobond issuance (in per cent of GDP) 0.9 0.0 1.2 0.0 0.0 0.2 na
EBRD index of banking sector reform 2.7 3.0 3.0 3.0 3.3 3.3 3.3
EBRD index of reform of non-bank financial institutions 2.3 2.3 2.3 2.3 2.7 3.0 3.0

Infrastructure 
Fixed-line (mobile) penetration rate (per 100 inhabitants) 19.8 (32.3) 20.2 (47.0) 20.3 (61.7) 19.5 (74.2) 19.9 (95.2) 23.6 (114.5) na
Internet users (per 100 inhabitants) 8.9 12.0 16.6 21.1 24.0 24.0 na
Railway labour productivity (1989=100) 53.7 60.0 55.1 63.2 60.3 51.5 na
Residential electricity tariffs (USc kWh) 8.1 8.6 11.3 12.9 15.9 14.5 na
Average collection rate, electricity (in per cent) 98 100 99 100 na na na
GDP per unit of energy use (PPP in US dollars per kgoe) 4.4 4.9 5.3 na na na na
EBRD index of infrastructure reform 3.0 3.3 3.3 3.3 3.3 3.3 3.3
– Electric power 3.0 3.3 3.3 3.3 3.7 3.7 3.7
– Railways 4.0 4.0 4.0 4.0 4.0 4.0 4.0
– Roads 3.0 3.0 3.0 3.0 3.0 3.0 3.0
– Telecommunications 3.0 3.0 3.0 3.3 3.3 3.3 3.3
– Water and wastewater 3.0 3.3 3.3 3.3 3.3 3.3 3.3



Macroeconomic indicators
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2003 2004 2005 2006 2007 2008 
Estimate

2009 
Projection

Output and expenditure (Percentage change in real terms)
GDP 5.2 8.5 4.2 7.9 6.0 7.1 -8.0
– Private consumption 8.4 14.6 9.9 12.4 11.0 10.8 na
– Public consumption 7.7 -4.9 8.5 -3.1 5.6 5.2 na
– Gross fixed capital formation 8.6 11.1 12.7 19.3 28.9 8.3 na
– Exports of goods and services 8.4 13.9 7.7 10.6 8.8 8.0 na
– Imports of goods and services 16.0 22.1 16.0 22.4 26.1 20.9 na
Industrial gross output, unadjusted series 3.1 5.3 2.1 7.2 5.4 5.0 na
Agricultural gross output 7.6 16.8 -13.9 3.3 -17.0 10.0 na

Employment (Percentage change)
Labour force (end-year) -9.9 -0.2 -1.7 0.3 0.4 1.6 na
Employment (end-year) -8.1 0.7 -0.7 0.7 1.6 2.0 na

(In per cent of labour force)
Unemployment (end-year)1 7.2 8.8 5.9 5.1 4.1 4.4 na

Prices and wages (Percentage change)
Consumer prices (annual average) 15.4 12.0 9.5 6.9 4.8 7.9 5.3
Consumer prices (end-year) 14.1 9.3 8.6 4.9 6.6 6.3 4.5
Producer prices (annual average) 19.5 18.5 12.3 11.9 8.6 18.0 na
Producer prices (end-year) 19.6 18.5 12.5 12.0 8.7 18.5 na
Gross average monthly earnings in economy (annual average) 23.6 22.5 17.0 18.9 22.6 23.6 na

Government sector (In per cent of GDP)
General government balance2 -1.5 -1.2 -0.8 -1.6 -3.1 -4.9 -7.3
General government expenditure 33.6 33.6 31.2 32.7 34.5 37.6 na
General government debt2 21.5 18.8 20.1 18.0 20.0 21.6 na

Monetary sector (Percentage change)
Broad money (M2, end-year) 23.3 37.1 36.5 28.1 34.0 17.4 na
Domestic credit (end-year) 49.0 40.2 43.7 52.0 64.5 33.0 na

(In per cent of GDP)
Broad money (M2, end-year) 23.3 25.6 29.9 32.1 36.6 34.5 na

Interest and exchange rates (In per cent per annum, end-year)
Discount rate 20.4 18.0 7.5 8.8 7.5 10.3 na
1-week BUBOR 19.0 20.0 9.0 8.3 7.6 11.4 na
Deposit rate (average) 11.0 11.5 6.4 4.8 6.7 9.5 na
Lending rate (average) 25.4 25.6 19.6 14.0 13.4 15.0 na

(Lei per US dollar)
Exchange rate (end-year)3 3.3 2.9 3.1 2.6 2.5 2.8 na
Exchange rate (annual average)3 3.3 3.3 2.9 2.8 2.4 2.5 na

External sector (In millions of US dollars)
Current account -3,454.5 -6,333.3 -10,054.2 -14,446.0 -23,842.7 -24,554.6 -10,000.0
Trade balance -4,464.9 -6,611.5 -9,873.3 -14,770.1 -24,137.9 -26,750.0 -11,000.0
– Merchandise exports 17,627.0 23,518.4 28,148.9 32,469.4 40,175.6 43,000.0 37,000.0
– Merchandise imports 22,091.9 30,129.8 38,022.2 47,239.5 64,313.4 69,750.0 48,000.0
Foreign direct investment, net 2,156.2 6,368.0 6,587.3 10,956.7 9,629.2 13,519.1 4,900.0
Gross reserves, excluding gold (end-year) 8,049.9 14,805.6 25,668.8 32,242.0 38,219.3 39,742.0 na
External debt stock 22,398.0 29,700.8 38,501.0 52,680.6 80,364.5 98,404.8 na

(In months of imports of goods and services)
Gross reserves, excluding gold (end-year) 3.9 5.2 7.1 7.1 6.2 6.1 na

(In per cent of exports of goods and services)
Debt service4 16.7 15.5 20.0 21.7 24.6 25.8 na

Memorandum items (Denominations as indicated)
Population (end-year, million) 21.7 21.7 21.7 21.7 21.7 21.7 na
GDP (in billions of lei)3 197.6 246.5 288.2 344.5 404.7 503.6 531.0
GDP per capita (in US dollars) 2,738.0 3,484.5 4,550.7 5,651.5 7,636.0 9,246.5 na
Share of industry in GDP (in per cent) 25.0 24.7 24.6 24.3 24.4 22.9 na
Share of agriculture in GDP (in per cent) 11.6 12.6 8.4 7.8 5.8 6.5 na
Current account/GDP (in per cent) -5.8 -8.4 -10.2 -11.8 -14.4 -12.2 -5.8
External debt – reserves (in US$ million) 14,348.2 14,895.2 12,832.2 20,438.6 42,145.2 58,662.8 na
External debt/GDP (in per cent) 37.6 39.3 38.9 42.9 48.5 49.0 na
External debt/exports of goods and services (in per cent) 108.5 109.5 116.2 133.4 158.9 190.0 na

1 Officially registered unemployed. According to the ILO methodology, the rate of unemployment in Romania is lower than the official one.
2 Calculated according to Eurostat methodology (ESA95).
3 The Romanian lei was redenominated in July 2005. All data have been converted to new lei (RON).
4 Debt service payments on private and public external debt.


