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Abstract: The issue of the economic development policy of the European Union
has constituted and is a constant concern for the politicians of the community space and
a research topic for our country, considering that Romania is a net beneficiary state of
the structural funds, whose economy, severely affected by the last crisis economic,
we believe that it would not have been able to recover without the Community intervention.
We note, however, that the problems generated by the financing of economic, social and
territorial cohesion are still quite delicate, at Community level, but especially at
national level, since the absorption and use of funds depend on the socio-economic
development of the states.
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For Romania, being a member of the European Union has brought a number
of benefits and development opportunities. The structural funds that are granted
to the Member States, with the aim of creating a stable and homogeneous economic
system, represent the most important aspect of the problem addressed in this study,
as well as the most important measure that has been adopted by the European
Commission to positively influence the economic development from the community
space'. The management of these funds rests with the Member States which, after
identifying the specific needs, determine where they should be allocated. At the
same time, all states are responsible for attracting and effectively spending money.
Through the Lisbon Treaty, the EU has set itself two major goals for its states — to
boost the global economy and successfully expand the Community space®. In order
to reach the proposed objectives, for the 2007-2013 implementation period, the
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states benefited from financial assistance through the agency of structural funds for
a number of areas that required intervention for development and modernization®,

In the vision of the European Union, but also of the Romanian governors,
the European funds represent a real chance for the disadvantaged communities.
Following the latest census, we observe that the structure of the Romanian economy
is anachronistic compared to the developed countries in the community area. By
decreasing the incomes and the purchasing power of the inhabitants of the rural
area, there was a negative consequence of the transformation of the social structure
in our country, of the restriction of the economic activities and of the fields of
tourism and modern agricultural farms. The Managing Authority of the Regional
Operational Program (ROP) in partnership with the World Bank carried out the
project Elaboration of integration strategies for poverty areas and disadvantaged
communities. This project was created in order to substantiate future investments
aimed at improving the quality of life of disadvantaged communities. Poverty maps
have been established with the most affected and marginalized areas, as well as
with the localities at risk of social exclusion. In order to facilitate the development
of the projects dedicated to these communities financed from the European funds
allocated for the period 2014-2020, 6 conceptual pilot projects were developed for
Briila (3), Slobozia (1) and Tg. Mures (2). The study conducted by experts of the
World Bank analyzed in depth the causes that contributed to the creation of these
areas and to the degradation of the quality of life. The indicators by which the
marginalized urban areas were identified were: (1) human capital (the level of
education, the state of health and the share of children in the total population were
analyzed); (2) employment rate (people who were not included in the formal labor
market and who do not follow a form of education were analyzed); (3) housing
(homes without electricity, overcrowded houses, etc.). The same experts have also
proposed concrete solutions regarding the right of property, the fiscal norms, the
development priorities, etc”.

For a better image of the economic development in Romania following the
allocation of structural and cohesion funds, it is necessary to make a thorough analysis
on their absorption and allocation. The methodology used is the quantitative one,
reflected by the analysis of official data extracted from national and European
reports on the absorption of structural funds. Also, it was necessary to study
specific documents such as the reports on the absorption stage or the reports on
project submissions and approvals, etc.

For the financial year 2007-2013, Romania received from the European Union
about 30.7 billion euros. About 18.43 billion euros were absorbed by the end of
2013, the difference being absorbed between 2014 and March 2016. As can be seen
from the table no. 1,50% of the money was directed to rural development and fisheries
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(15 billion euros), for the structural and cohesion funds 45.8% (~14.08 billion
euros) were directed, and 5% went towards other destinations (1.65 billion euros).

Table 1
The amounts received by Romania in the allocation account for the financial period 2007-2013

— billion euros —
Denomination Until 2013 2014-2015 March 31, 2016 total 2007-2016

FSC (Structural and

Ny 7,335.61 6,223.17 520.89 14,079.67
cohesion funds)
FEADR+FEP (Funds
for rural development 5,123.38 2,088.37 405.19 7,616.94
and fisheries)
FEGA (European
Agricultural 4,643.39 2,746.08 0.00 7,389.47
Guarantee Fund)
Others 1,324.72 319.62 9.67 1,654.01
Total amounts received 18,427.11 11,377.24 935.75 30,740.09

Source: analysis done by the author based on the data provided by the Ministry of European Funds.

We can also see the gradual increase of the absorption capacity (from year
to year) between 2007-2015. The explanation for this growth is due to the process
of starting and implementing the projects, but also from the progress resulting from
learning about funds and management capacity. At the same time, the payments
received by the structural and cohesion funds from the Community budget
increased from 421.38 million euros in 2007 to 917.84 million euros in 2009, so
that in 2012 it will reach 1.17 billion euros, and in 2013 to 2.96 billion euros.
Significant increases were also recorded for the funds for rural development and
agricultural guarantees (see table no. 2).

Table 2
The amounts received by Romania in the budget period 2007-2013, until 2013

— million euros —

Year
Fund name 2007 2008 2009 2010 2011 2012 2013
FSC (Structural and | 421.38 | 648.45 917.84 505.54 708.36 1,170.92 | 2,963.12
cohesion funds)
FEADR+FEP 15.13 | 578.75 565.93 760.48 883.05 1,090.05 | 1,229.99

(Funds for rural
development and
fisheries)

FEGA (European 6.89 461.87 575.93 663.78 768.95 991.27 1,174.70
Agricultural

Guarantee Fund)

Others 344.05 | 205.60 251.80 90.65 128.62 146.00 158.00
Total amounts 787.45 | 1,894.67 | 2,311.50 | 2,020.46 | 2,488.98 | 3,398.24 | 5,525.81
received

Source: analysis done by the author based on the data provided by the Ministry of European Funds.
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To these amounts we must also add the amounts allocated from the pre-
accession funds, considering that for the projects in progress and those started
before 2007, further payments were received until 2013. These amounted to about
2,66 billion euros, so that the total of the actual amounts received by Romania in
the budget year 2007-2013 from the Union budget are over 21 billion euros.

Regarding the contribution paid by our country to the EU budget (2007 —
March 31, 2016), this is much lower than the one received, from which it follows
that Romania is a net beneficiary of the financial resources from the EU budget (for
details see table 3).

Table 3
Amounts received from Romania versus amounts paid to the EU

— billion euros —

2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | March 31,2016
Amounts 1.60 | 264 | 293 | 229 | 262 | 344 | 556 | 593 | 549 0.93
received
Amountspaid | 1.15 | 127 | 136 | 1.16 | 129 | 143 | 1.53 | 1.62 | 143 0.46

Source: analysis done by the author based on the data provided by the Ministry of European Funds.

From the analysis of table 4 we notice that for the period 2007-2013 the total
of the amounts received by Romania is 21.08 billion euros compared to the total of
the paid amounts which is 9.20 billion euros. At the same time, the amounts paid
by our country increase from 1.15 billion euros in 2007 to 1.62 billion euros in
2014, a relatively small increase, and the amounts received are 1.60 billion euros in
2007 and 5.93 billion euros in 2014, a net higher growth.

In order to relaunch the Romanian economy and accelerate the reform process,
the structural funds were the main working instrument. In 2007—2013, Romania
benefited from 7 Operational programs (OP): 3 operational programs (Regional
OP, Technical Assistance OP and Administrative Capacity Development OP) and
4 sectoral operational programs (Environment SOP, Increasing Economic
Competitiveness SOP, Transport SOP, Human Resources Development SOP).

The capacity of funds absorption is defined as the degree of capacity of each
Community state in the effective and efficient spending of the resources allocated
by the structural funds. As a variable, it manifests itself differently in the
Community states, due to the different needs at the level of each country, and is
oriented in two ways: (1) the absorption capacity from the supply side and consists
in the creation of a viable institutional system by the state, necessary in the
management of the funds and (2) the absorption capacity from the demand side
which consists in the beneficiary's ability to absorb the funds addressed to him”.

The total sums allocated to Romania in the period 2007-2013 amount to
19.057 billion euros. The data provided by the Ministry of European Funds on June
30, 2016 reveal the degree of absorption of European funds for the 7 operational
programs and are presented in table 4.

3 G. Oprescu, L.D. Constantin, F. Ilie, D. Pislaru, Analiza capacitdtii de absorbtie a fondurilor
comunitare in Romdnia, Institutul European din Romania — Studii de impact III, 2006.
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Table 4
The situation of the absorption rate for the OP 2007-2013 on June 30, 2016

— billion euros —

Reimbursements Total
2007-2013 OP Allocation | Advance | from the EC amounts
2007— collected | (effective received from
2013 absorption rate) the EC (in
advance)
value % %
OP Regional (OP R) 3,97 0,34 2,91 73,50 81,95
OP Administrative Capacity 0,21 0,03 0,17 82,00 95,00
Development (OP ACD)
OP Technical Assistance (OP TA) | 0,17 0,02 0,15 86,00 95,00
SOP Environment (SOP E) 441 0,52 3,22 72,93 84,73
SOP Increasing Economic 2,54 0,23 1,92 75,75 84,81
Competitiveness (SOP IEC)
SOP Transport (SOP T) 4,29 0,53 2,77 64,62 76,38
SOP Human Resources 3,48 0,45 1,91 54,87 67,87
Development (SOP HRD)
Total 19,06 2,11 13,05 68,47 79,52

Source: analysis done by the author based on the data provided by the Ministry of European Funds.

From the analysis of the table, a total absorption rate of 79.52% is observed.
The degree of absorption for OP ACD and OP TA rose to 95%, being the highest,
followed by SOP IEC with 84.81%, while SOP HRD recorded only 67.87%, being
the lowest. Nor did SOP Transport excel, registering 76.88%.

We consider that it is necessary, for a better image of the absorption of the
structural funds, the presentation of the programs as it appears from the data
provided by the Ministry of European Funds, of the financial plans in the form of
the latest approved versions and of the expenses declared to the European
Commission at the end of December 2015 (see the table 5).

Financial allocation and expenses declared at December 31, 2015

Table 5

— euro —

Program Priority Financial allocation Expenses declared as at  Achievement
name axis December 31, 2015 %

OP ACD 3 244.708.967,79 198.606.885,79 81,16
SOP HRD 7 4.089.358.714,00 2.040.761.808,70 49,90
OP Regional 6 4.383.583.698,00 2.724.256.654,16 62,15
SOP IEC 5 2.984.289.475,00 2.025.908.288,67 67,89
OPTA 3 200.279.751,00 145.374.198,40 72,59
Sop 6 5.191.141.331,00 2.911.502.939,95 56,09
Environment

Sop 4 5.044.864.444,00 2.845.736.456,45 56,41
Transport

Source: analysis done by the author based on the data provided by the Ministry of European Funds.



196 Sorin DINULESCU

On March 31, 2017, the final application with payment of the final balance
and the final statement of expenditure was sent to the Commission. From Table 6
we can see that the highest degree of absorption belongs to SOP Administrative
Capacity Development, OP Technical Assistance and SOP Increase of Economic
Competitiveness with 95%, and the smallest belongs to SOP Transport with
86.88%. All programs exceeded the absorption threshold of 85%, but none reached
the 100% threshold. Overall, Romania recorded a 90.44% absorption rate for the
financial period 2007-2013.

Table 6
The absorption stage for the Operational Programs on March 31, 2017

—billion euros —

Advance Eligible EC reimbursements Amounts
Operational Allocation received expenditure (effective absorption received from
Programs 2007-2013 | from the requested by the rate) the EC (including
2007-2013 EC for the EC within the limit pre-financing)
period of the OP

20072013 allocation (current
absorption rate)

Value % Value % Value %
1 2 3 4 5 6 7 8
(3/1)*1 (5/1)*100 (7/1y*1
00 00
SOP IEC 2,53 0,22 2,53 100,00 2,17 85,94 2,40 95,00
OPTA 0,17 0,01 0,17 100,00 0,14 86,00 0,16 95,00
sor 441 0,52 3,72 84,48 3,46 78,48 3,98 90,29
Environment
OP Regional = 3,96 0,33 3,70 9341 3,37 85,04 3,70 93,50
SOP HRD 3,20 045 2,90 90,81 2,34 73,37 2,79 87,49
Sop 4.28 0,52 347 81,07 3,20 74,63 3,72 86,88
Transport
OP ACD 0,20 0,02 0,20 100,00 0,17 82,00 0,19 95,00
Total 18,78 2,10 16,72 89,08 14,88 79,23 16,98 90,44

The allocation of SOP HRD has decreased due to the latest changes registered by the program.
Source: data extracted by the author from the statistics of the Ministry of European Funds.

The Romanian economy affected by the global economic crisis has had an
important impact regarding the implementation of measures to stimulate
competitiveness in a context characterized by diminishing markets, expensive
banking products, declining turnover, in other words the reduced possibilities of
accessing co-financing projects at local and private level. In this rather complicated
context, inevitably problems arose in ensuring the money availability for the
implementation of the projects with European funding, doubled by the small
volume of resources from the national budget. As a result, from November 2011,
the procedure for accessing the top-up mechanism was initiated by the Romanian
authorities, through which increasing the amount of payments was sent to the
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European Commission. In the 8 development regions of Romania, there was a high
degree of demand for funds, in some of them over 200%, from which the high
needs of these regions result.

However, the operational programs financed by the structural funds had a
more difficult start in Romania, even though all were approved in 2007, their
implementation proved to be a real challenge. This is due to the relatively small
number of financing contracts and financing decisions concluded with the
beneficiaries up to December 31, 2009 compared to the following years. In the
following table we will show the situation of the number of contracts per year as
reported by the Ministry of European Funds for the period 2009-2015.

Table 7
The situation of the contracts concluded with the beneficiaries 2009-2015

Program Years

2009 2010 2011 2012 2013 2014 2015
OPR 578 1.086 2.520 3.319 3.663 4.574 4.675
SOP E 42 150 238 346 439 472 531
SOPT 17 32 55 87 93 119 136
SOP IEC 934 1.453 2.161 2.499 4.470 5.663 5.690
SOP HRD 533 1.962 2.366 2.499 2.515 3,767 4.106
OP ACD 181 272 325 416 449 456 454
OPTA 19 57 75 106 143 160 168
Total 2.224 5.012 7.740 9.222 11.772 15.211 15.760

Source: data extracted by the author from the statistics of the Ministry of European Funds.

As we have already mentioned, among the main reasons for Romania's
integration into the European Union space is the economic-social development, as
well as the need to offer a higher standard of living to its citizens, access to a
qualitative education or a higher level of health, health being an area in which our
country came with a deficit from the communist period’. After the end of the 2007-
2013 programming period, our country has recorded remarkable macroeconomic
performances, despite the global economic crisis that has affected all the states of
the world and whose effects we can still say that we are experiencing. This does
not mean, however, that Romania is at the same level of development as the other
states of the community space. We still have a lot to recover.

As important results of the integration we mention the intensification of the
commercial exchanges with the other community states, the increase (flow / stock)
of the foreign investments and the development of the entrepreneurship. Between
2007-2016, there was a doubling of the GDP in our country, and the share of value
added decreased in the agricultural sector in 2016 compared to 2005. The export of
goods within the European Union increased, reaching in 2016 at 75.2%. As a

8 Institutul European din Romania, IER. Politica de dezvoltare regionald, Seria Micromonografii —
Politici Europene, 2017, p. 19.
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natural consequence of the economic growth during the analyzed period, it is noted
the increase of the minimum wage per economy from 100 euros in 2006 to 264 in 2016.

The development of the Romanian economy was also achieved as a result of
the absorption of European funds whose impact on the economic and social
indicators was net positive. Next, we propose a brief analysis, within the limits of
the existing information, of the impact of the structural funds for the budget year
2007-2013 with the achievements of the seven Operational Programs financed by
the European Regional Development Fund (ERDF), European Social Fund (ESF)
and Cohesion Fund (CF). For this, it is necessary first to make a comparative
analysis of the allocated structural funds and the national co-financing for the
period 200-2013, and the years under review are 2007 and 2016.

Table 8
Comparison on the funds allocated to Romania from ERDF, CF and national co-financing
for 2007-2013 period

2007 2016

EU National Private Total EU National Private Total

funding = public national funding = public national

funding financing funding financing

Convergence 155289  3387,1 - 18916 = 153735 27132 - 18086,7
(EUR mil)
2016 changes -155.4 -673,9 - -829,3
compared to
2007
Percentage of = 1,68 0,37 - 2,04 1,66 0,29 - 1,95
GDP
Percentage of | 253 55 - 30,8 25,1 44 - 29,5
government
capital
expenditures
Per 103,4 225 - 1259 1023 18,1 - 1204
inhabitant
(EUR)

Source: Romania Country Report - Ex Post Evaluation of Cohesion Policy Programmes 2007-2013.

In order to increase the efficiency of the expenditures and to facilitate the
absorption, the financing was distributed on several fields of the economic policy.
Funds for culture and social infrastructure, roads and investments in businesses
were increased’, at the same time as funding for urban development and tourism,
for the environment and for rail transport and other transports together was
reduced®. It is obvious that in order to reach the goals set and to reach net positive
effects, not only absorption is sufficient. The structural and cohesion funds aimed
at recovering the gaps that our country has compared to the Union average, and
although it is difficult to clearly measure their economic and social impact, we note
however that some targets of the development of our country have been achieved.

7 Other than for research-development and innovation.
8 DG Regional and Urban Policy, Inforegio database, April 2016.
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The most obvious target is the increase of GDP per capita, which at the level of
2007 registered at 43% of the EU average, and at the end of 2015 at 57%, according
to Eurostat data. In other words, we observe the positive effects of the European
funds in Romania in all the financed areas, from infrastructure to social field,
which also means investments, consumption, wages and higher taxes.

Regarding the impact of the funds, there are passive, quantitative reports
relevant to the counting of the participants in different projects, the number of
projects and the courses organized, as well as physical indicators of the different
infrastructure projects. In this context, it becomes quite difficult to carry out a clear
analysis of their impact. From the analysis of the Annual Implementation Reports,
even if the most important year is missing (2015), it is found that some of the outcome
and output indicators are below the target. The seven Annual Implementation Reports
for 2014 show that out of 122 indicators, no less than 75 were below the target
value estimated for 2015 (Table 9).

Table 9
Outcome and output indicators for OP (target for 2015)

Physical Indicators
indicators Indicators that

included in unfulfilled against recorded critical
opP the targets assumed
values or zero value

the RAI
2014 — number for 2015 — number

The value 0 is recorded for the indicator
"Additional population that has access to
broadband networks - electronic
communications infrastructure (number)"

SOPIEC 12 5

The value 0 is recorded for the indicators:
" Airports rehabilitated / modernized";
SOPT 20 15 "New / modernized intermodal terminals";

"Level crossings"; “Km of protected linear
villages (car traffic)”.

The value 0 is recorded for: "Expansion of
the beach area (%)";

Other critical values: 0.1 for the indicator
SOPE 22 18 "Surface of protected areas and Natura
2000 sites, benefiting from nature
conservation measures (% of total surface
of protected areas)"

Value 0: "Energy efficiency";
"Rehabilitated apartments for increasing
energy efficiency"; "Total energy savings
for rehabilitated apartments” (GWh / year).

OPR 22 11

OPACD dates unavailable | dates unavailable dates unavailable

SOPHRD | 46 26 there are no indicators with the value 0
Source: SAR, Raport anual de analiza si prognoza/ Annual analysis and forecast report, Romania
2017 (based on the Annual Implementation Reports).
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It can be seen from the table no. 9 the existence of indicators with a value of 0,
which means that in these areas projects were not finalized and financed or the data
were not processed.

The analysis of absorption highlighted a period of beginning unfavorable for
our country due to the low absorption rate, the country that managed to recover
through the measures taken at the institutional level. Analyzing each operational
program we observe the same evolution, and the analysis of the reimbursements
came to support our conclusion. As a consequence and due to the lack of experience,
but also of an economy affected by the global economic crisis, a number of problems
have also arisen in ensuring the money availability for the implementation of
European funded projects, which have been doubled by the reduced volume of
resources from national budget. Over time, as a result of the efforts made by the
actors involved in this process and following the recommendations from the
European Union, the deficiencies have diminished.

We must not overlook the internal political environment which for Romania
has an important weight as a factor which unfortunately affects certain stages of the
absorption process. Clear measures are therefore needed to reduce or even exclude
politicization regarding the use of structural and cohesion funds, all the more so
since there have been quite a number of times when political representatives have
sought to use these funds in personal advantage, they use unfair blocking practices
in the selection and implementation of projects.

In order for Romania to participate in the current budget period (2014-2020)
it was necessary to align with the conditions and requirements of the European
community. The realization of the cohesion policy required the elaboration of
documents that included the objectives of the Common Strategic Framework and
the Europe 2020 Strategy and, in this case, we refer to the Strategic Framework for
the Development of Romania (CSDR 2014-2020), the Partnership Agreement with
Romania (PA) and Operational Programs (OP). Regarding the rural areas of
Romania, we want to increase the innovation and competitiveness for the agri-food
field. Farmers will benefit from support and assistance for the development and
restructuring of their own businesses. The purpose of these measures is to create a
diversification of economic activities so as to reduce the dependence on agriculture
at this time and to increase the number of jobs in rural areas. Local instruments will
be used for territorial discrepancies’.

Within this budgetary year, Romania manages six OPs financed from the
structural and cohesion funds and important strategic objectives are defined, which
will strengthen the territorial cohesion of our country through a development of the
basic infrastructure, through the faster development of the less developed regions,
by attracting rural localities in the economic and cultural circuit and by modernizing
and developing the transport system.

? For example, integrated territorial investments that will support the Danube Delta. The urban
centers will have the support of the integrated strategies, and the Danube area will continue to be
actively supported by our country.
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By studying the financial instruments, we observed the competitiveness in
the community space that generates regional, harmonious and balanced economic
development of the EU regions, by promoting the reduction of development
disparities, the equal opportunities and sustainable development. In conclusion, and
with the conviction that we are not mistaken, we can say that the structural and
cohesion funds represent an important investment effort for Romania and participate
fully in the economic development, especially in the disadvantaged areas.



