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I. Summary 

The Fiscal Council is an independent authority established by the Fiscal Responsibility Law No. 

69/2010 (FRL), which aims to support the Government and the Parliament in designing and 

implementing the fiscal policy and to promote the transparency and sustainability of public 

finance. 

According to the Fiscal Responsibility Law, the Fiscal Council has among its prerogatives to issue 

an annual report to analyze the conduct of the fiscal policy during the previous year against the 

framework set out in the Fiscal Strategy and the Annual Budget, to assess the macroeconomic 

and fiscal developments as well as the objectives, targets and indicators included in the Fiscal 

Strategy and the Annual Budget.     

In 2013, Romania recorded the third consecutive year of economic growth as the GDP 

advanced by 3.5% in real terms, a dynamics significantly higher than the level of 0.6% achieved 

the previous year, but also higher than the 2013 autumn forecasts of the European Commission 

and the National Commission of Prognosis, mainly due to the favorable evolutions registered 

both in the industry, which contributed with 2.2% to the economic growth and in the 

agriculture (a contribution of 1.1%). On the other hand, for 2014, it is anticipated a slowdown 

of the economic growth pace to 2.5%. The real GDP growth is projected to rely especially on the 

ƛƳǇǊƻǾŜƳŜƴǘ ƻŦ ǇŜƻǇƭŜΩǎ ŀƴŘ ŎƻƳǇŀƴƛŜǎΩ ŎƻƴŦƛŘŜƴŎŜΣ ŀ ŦŀǾƻǊŀōƭŜ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŎƻƴǘŜȄǘΣ ŀƴŘ 

the positive effects of the structural reforms implemented in recent years such as the new labor 

code and the energy market liberalization. 

The initial budget for 2013 was elaborated considering a budget deficit target of 2.15% of GDP 

(in cash terms), higher than the level of 1.8% assumed in the Fiscal Strategy for 2013-2015 

approved by the Government in June 2012, being based on a significantly more unfavorable 

macroeconomic development scenario, compared to the one taken into account in preparing 

the Fiscal Strategy for 2013-2015 (growth forecast of 1.6% in real terms compared with the 

3.1% used in the strategy elaboration). Regarding the budget deficit target determined 

according to the ESA95 methodology, this was increased by 0.2 percentage points (pp) 

compared to the previous version of the strategy, respectively 2.4% of GDP. 

Later, with the first budget amendment in July 2013, the new deficit target in cash terms was 

fixed at 2.3% of GDP (at a level of 14.7 billion lei, with 1.3 billion lei higher than the ceiling of 

13.394 billion lei), the new targets violating the Law No. 4/2013 on approving ceilings for 

certain indicators specified in the Fiscal Strategy.  
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The final budget execution recorded the fulfilment of the deficit target expressed according to 

ESA95 standards (an actual deficit of 2.3% of GDP), Romania confirming the positive 

developments in terms of fiscal consolidation that led in 2013, to the exit from the excessive 

deficit procedure initiated in 2009. 

In the case of the cash budget execution, the budget deficit registered a level of 2.51% of GDP, 

the exceeding of the initial target occurring mainly due to the failure of non-tax and European 

funds revenues, but also because of some goods and services expenses significantly higher than 

the initial projection. The budget deficit adjustment of about 0.7 pp of GDP according to ESA95 

methodology, while maintaining the cash deficit as a percentage of GDP at 2012 level is 

explained mainly by the implementation of the European Union (EU) Directive No. 7/2011 on 

combating late payment in commercial transactions (which required additional payments of 

about 2.5 billion lei in 2013) and the payment of 10% installment from the executory titles 

regarding the outstanding wage obligations related to certain categories of employees from the 

public sector (in total amount of about 900 million lei). 

Lƴ ǘƘŜ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ƻǇƛƴƛƻƴΣ ǘƘŜ Ǌƛǎƪǎ ŀǎǎƻŎƛŀǘŜŘ ǘƻ ǘƘŜ ƳŀŎǊƻŜŎƻƴƻƳƛŎ ƛƴŘƛŎŀǘƻǊǎ ƛƴ нлмп ƭƛŜǎ 

rather on the negative side, respectively a lower than the initially projected economic growth 

due to a very poor development at the level of investments in the first half of 2014, both public 

and private, as well as to the unfavorable external environment, the European Union 

economies having a performance below the expectations. 

Under the agreements with the International Monetary Fund (IMF) and the European 

Commission, when formulating  the budget for 2014, the Government has undertaken to 

reduce the general consolidated budget deficit to 2.2% of GDP (from 2.5% in 2013), according 

to the cash methodology and to 2.4% of GDP according to ESA95 (from 2.3% in 2013). The 

structural adjustment pace proposed for 2014 is only 0.1 pp of GDP, while in 2013 it was 0.7 pp. 

The Convergence Programme for 2014-2017 reaffirms the Government's commitment to 

achieve the medium-term objective (MTO), respectively a structural deficit of 1% of GDP in 

2015, given that the significant slowdown in the fiscal consolidation pace in 2014 would be fully 

recovered in 2015. The budget deficit target for 2015 was set at 1.4% of GDP, according to both 

methodologies: cash and ESA95. 

In ǘƘŜ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ƻǇƛƴƛƻƴΣ ǘƘŜ Ǌƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ŎƻƴŘǳŎǘ ƻŦ ǘƘŜ ŦƛǎŎŀƭ ǇƻƭƛŎȅ ŀǊŜ ǊŜƭŀǘƛǾŜƭȅ 

balanced for the current year and tilted to the negative side for 2015 (a budget deficit higher 

than the projected one). For 2014, additional concerns come from the budget execution during 

the first six months, but the underachievement of revenues has the potential to be 

accommodated by reducing certain categories of expenditure, most likely those for investment, 

while other recently adopted fiscal measures (the tax exemption for reinvested profit and the 

reduction of social security contributions) will take effect mostly in the next years. 



13 
 

The budget deficit target for 2014 is an achievable goal, and as a result of small fiscal 

consolidation proposed for this year, but the fulfillment of targets for 2015 (a structural deficit 

of 1% of GDP assumed in the Convergence Programme for 2014-2017) appears as a major 

challenge given the proposed pace of fiscal consolidation as well as considering the 

undervalued negative impact on the tax revenue as a result of the exemption on reinvested 

profits and the recent reduction in social security contributions. In this context, the decision to 

ǊŜŘǳŎŜ ǘƘŜ ŜƳǇƭƻȅŜǊΩǎ ǎƻŎƛŀƭ ǎŜŎǳǊƛǘȅ ŎƻƴǘǊƛōǳǘƛƻƴ ōȅ р ǇǇ ǿƻǳƭŘ ƳŀƪŜ ƳƻǊŜ ŘƛŦŦƛŎǳƭǘ the 

compliance with the assumed targets in the absence of extensive compensatory measures. 

The fiscal policy appears as an unpredictable one, lacking a medium-term vision, and this has 

consequences from both a microeconomic perspective, the economic agentǎΩ ŘŜŎƛǎƛƻƴǎ ōŜƛƴƎ 

sensible influenced by the frequent changes in the tax system, but also from a macroeconomic 

perspective, considering the their impact on the overall economy and on the assumed fiscal 

targets.  

The biggest risk associated to the conduct of the fiscal policy in the coming years seems to be 

represented by a lower political commitment to the fiscal consolidation, especially given the 

ŦŀŎǘ ǘƘŀǘ ǘƘŜ ŜȄƛǘ ŦǊƻƳ ǘƘŜ ŜȄŎŜǎǎƛǾŜ ŘŜŦƛŎƛǘ ǇǊƻŎŜŘǳǊŜΣ ōŀǎŜŘ ƻƴ wƻƳŀƴƛŀΩǎ ƎƻƻŘ ǇŜǊŦƻǊƳŀƴŎŜ 

in adjusting the accumulated fiscal imbalances, is likely to reduce the constraints of the fiscal 

policy. 

The fiscal rules exert a 

weak constraint on the 

fiscal policy. 

The way in which the budget process was conducted in 2013 - 

both revisions increased the deficit target given the existence of 

an explicit legal prohibition and of sufficient indications, based on 

the budget execution at the end of the first 6 months regarding a 

high probability of achieving lower than estimated budgetary 

revenues, questions the relevance of the budgetary rules and the 

commitment to meeting fiscal discipline. 

The effectiveness of a fiscal rule is determined by the level of 

constraint that it exercises over the settlement of the fiscal 

policy. The ease with which the fiscal rules could have been 

circumvented repeatedly this year, along with the recorded 

violations in the years that have passed since the adoption of the 

FRL in 2010, highlights the weakness of the constraints exercised 

by the fiscal rules and raises serious questions on the 

commitment to meet the future fiscal rules established by taking 

into the national law the provisions of the Treaty on Stability, 

Coordination and Governance in the Economic and Monetary 
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Union (the Fiscal Compact). 

The efficiency of tax 

collection remains low, 

despite the initiation of a 

process to reform the tax 

collection. 

Romania has one of the lowest shares of overall government 

revenues to GDP in the EU (tax and non-tax revenue), of only 

32.7% of GDP in 2013, while the ratio of fiscal revenue in GDP 

was 27.5%, significantly lower than in Hungary (38.6%), Slovenia 

(37.6%), the Czech Republic (35.3%) and Poland (31.8%).  

In 2013, the efficiency of tax collection for VAT was 56%, 

significantly lower than the one registered in Estonia (83%),  

Slovenia (71%) and in the Czech Republic (71%), while the 

standard VAT rate in these countries is 20% (compared to the 

level of 24% from Romania). 

Regarding the corporate income tax in the countries from Central 

and Eastern Europe (CEE), in 2013, Romania is ranked seventh 

out of ten (similar to the previous year), registering a slight 

increase in the collection efficiency compared to the previous 

year. 

Also, in the case of social security contributions, the taxation 

efficiency index is 72%, Romania being ranked among last places, 

considering the countries from Central and Eastern Europe. 

The Fiscal Council welcomes the start of a tax collection reform 

process which is considered essential in the current context, 

characterized by a low efficiency of the tax system and believes 

that this process, if successful, has the potential to generate fiscal 

space in the medium term. However, making decisions about the 

possible tax cuts or increasing expenses based on the potential 

efficiency gains must occur ex post, after the reform proves to be 

irreversible and capable of generating long-term results. 

The financial situation of 

the state pension system 

remains very poor; 

however, a slight 

improvement over the last 

year was recorded.  

The weight of the social assistance expenditure in Romania is still 

significant, and the issue of the structural deficit of the public 

pension system is not solved. Thus, the budgetary expenditures 

on pensions are unsustainable in relation to the collected 

contributions, even if the new pension law contains some 

measures for improving the deficiencies over the medium and 

long term (the Law No. 263/2012 regarding the public pension 
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system). 

Compared to 2012, the pension expenses increased by 4.06% in 

2013, but their share in GDP decreased by 0.3 pp, up to a level of 

9.3%, given that nominal GDP advanced by 7.12%. 

Despite the progress registered in 2013, there are significant risks 

on the medium and long term regarding the sustainability of the 

social security budget, and the opportunity of any additional 

increases of expenditures or reductions of contributions should 

be considered only in the context of identifying alternative 

solutions to reduce the deficit, particularly by broadening the tax 

base. 

The efficiency of 

public investments in  

Romania is very low. In 

this context, in 2013 a 

public investment 

management reform 

process was initiated.  

During the last ten years, Romania had the largest public 

investment expenditure as a share of GDP among the European 

countries, and also expressed as share of total budgetary 

revenues, but the infrastructure quality ranks us last considering 

the same group of countries, which indicates the low efficiency of 

this expenditure item in Romania. 

Compared to 2012, it can be said that there has been made some 

progress towards creating the legal framework associated with 

the public investment management reform by approving the 

Government Emergency Ordinance (EO) 88/2013 and the related 

rules that are based on a better prioritization of the investment 

projects, but achieving the intended benefits still remains a 

desideratum. The evaluation results must necessarily consider a 

longer period, or until now, the effects of the new legal 

framework have not materialized, Romania being at the 

beginning in terms of implementing the reforms in the 

management of public investments and adopting the best 

practices from Europe. 

The poor performance in 

absorbing the European 

funds, together with the 

risk of automatic 

decommitment, requires 

urgent improvement of the 

wƻƳŀƴƛŀΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴ ǘŜǊƳǎ ƻŦ 9¦ ŦǳƴŘǎ absorption remains 

low, it being ranked last among the UE state members, with a 

degree of absorption of only 36.9%, but this value is by 15.05 pp 

higher than that registered at the end of 2012. 

The poor performance in attracting the European funds, 
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absorption of EU funds. simultaneously with the risk of automatic decommitment (the 

funds related to the allocations for 2007-2013 can be attracted 

only by the end of 2015) require resolute actions in the sense of 

starting the fundraising procedures corresponding to the new 

financial year together with the measures taken to reduce the 

risks of losing the allocations for 2007-2013. The current situation 

raises doubts about the fulfilment of the absorption targets in 

2014. 

Given the fact that during 2014-2015 two financial periods 

overlap (2007-2013 and 2014-2015), Romania has a further 

opportunity to accomplish more EU-funded projects. In the initial 

budget for 2014, it was intended an increase of the share of EU 

funds in total investment expenses, a correct and welcomed 

ŀǇǇǊƻŀŎƘ ƛƴ ǘƘŜ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ƻǇƛƴƛƻƴΣ ōǳǘ ǘƘŜ ōǳŘƎŜǘŀǊȅ 

execution after 6 months has shown a failure from this 

perspective. 

Tax evasion continues to 

be very high in Romania. 

According to the calculations of the Fiscal Council, based on NIS 

data, the tax evasion has a very high dimension in Romania, 

representing 16.2% of GDP in 2013, despite the intention and 

reduction measures contained in the latest iterations of the fiscal 

strategy. If Romania collected the taxes at its maximum, it would 

have budgetary revenues as a percentage of GDP higher than the 

European average. Approximately 75% of the tax evasion is 

generated by VAT (12.21%), while the social contributions 

contribute with about 15% to the total tax evasion, mainly 

through the phenomenon of "unrecorded work" (employees in 

the informal economy). In the year 2012, in Romania there were 

about 1.57 million employees, employers and individual 

entrepreneurs unregistered, "black market", representing 

approximately 27.7% of all employees, employers and 

entrepreneurs in the economy. 

An in-depth reform of the administration of taxes in Romania 

targeted towards increasing tax collection is absolutely necessary 

in the current context, characterized by low efficiency of the 

fiscal system, and the Fiscal Council appreciates that this process 

has the potential to generate fiscal space on the medium term. 
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However, a cautious approach must consider the additional 

budget revenues from reducing tax evasion only ex post, after 

they have  materialized, especially given that in the recent years 

there was not witnessed a significant decrease of this 

phenomenon, on the contrary, on certain segments there were 

increases. 

The risks to meet the fiscal 

targets are evaluated 

partial and disparate in the 

atCΩǎ ǇǊƻƎǊŀƳƳƛƴƎ 

documents. 

The risks to meet the fiscal targets (the risk associated with the 

macroeconomic framework change, the fiscal sustainability risks, 

the risks associated with the MPF payments as guarantor for 

guarantees issued by the state and the risks arising from the 

public-private partnership - PPP) are evaluated partial and 

disparate in the MPF's programmatic documents ("The 

Convergence Program for 2013-2016", "The Macroeconomic 

Situation Report for 2014 and the Projection for 2015 - 2017" and 

"The revised Fiscal Strategy for 2014-2016 "). 

In this context, a comprehensive and integrated analysis of the 

fiscal risks appears to be necessary for their proper management 

and to improve the budgetary programming. The Fiscal Council 

recommends including the risks associated to the changes of the 

macroeconomic framework in the fiscal strategy, possibly with 

the determination of the alternative trajectories for the 

budgetary aggregates assuming different scenarios of 

macroeconomic development, but also those generated by the 

PPP development and the analysis of all fiscal risks mentioned 

should be supplemented by a set of measures aimed to reduce 

them. 
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II. Macroeconomic framework in 2013 

In 2013, Romania recorded the third consecutive year of economic growth as the GDP 

advanced by 3.5% in real terms, a significantly superior dynamic compared to 0.6% reached in 

2012. However, real GDP has still to recover 1.68% of the peak reached in 2008, the cumulative 

increase in the last three years by about 6.5% being lower than the steep decline in 2009-2010. 

Compared with the initial forecasts considered in preparing the draft budget for 2013, but also 

the autumn forecasts of the European Commission and the National Commission for Prognosis 

made in 2013, the economic growth was higher by approximately 1.9 pp, mainly due to 

favorable developments in the industry sector, which has contributed to GDP by 2.2%, and the 

agriculture sector (contribution to GDP of 1.1%). 

 

Source: EC, IMF, NCP, BERD 

The main contribution to economic growth registered in 2013 came from net exports (+4.4 pp), 

although the initial forecasts were considering a higher increase in imports compared with 

exports, expecting an anticipated recovery of the domestic demand. In reality, the external 

demand was the main factor that supported the growth of production in 2013, exports 

advancing with a remarkable rate of 13.5%, while imports rose only with 2.4%, due to a still 

weak domestic demand. The increase in real terms of the households final consumption 

expenditure (+1.3%) contributed with 0.9 pp to GDP growth, while inventories had a negative 

contribution of 0.6 pp, negative contributions being also attributed to general government final 

consumption expenditure (-0.3 pp, corresponding to a real decrease of 1.78%), and gross fixed 
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capital formation (-0.9 pp), whose volume was reduced by 3.3%. It should be noted that, for 

decline in this component, a significant contribution had a consistent reduction in public 

investment spending, respectively by about 17% in real terms. On the supply side, increases in 

ŀŎǘƛǾƛǘȅΩǎ ǾƻƭǳƳŜ ǿŜǊŜ ǊŜŎƻǊŘŜŘ ƛƴ agriculture, forestry and fishing (23.4%) in terms of a 

positive base effect caused by adverse weather conditions in 2012, industry (8%) supported by 

the external demand and by the commissioning of new capacities, but also in real estate (2%), 

information and communication (1.8%), professional, scientific and technical activities (1.1%), 

while negative developments were recorded in financial intermediation and insurance sectors  

(-5.6%), public administration and defense, education, health and social assistance (-1.1%), 

wholesale and retail trade, repair of motor vehicles and motorcycles, transport and storage, 

hotels and restaurants (-0.2%), shows, culture and recreation activities; repair of household 

goods and other services (-0.1%). 

{ƻǳǊŎŜΥ 9ǳǊƻǎǘŀǘΣ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ  

The average inflation rate remained in line with the forecasts considered in the revised Fiscal 

Strategy (rFS) for 2013-2015 (annual average of 4.0%, compared with a projection of 4.3%). The 

general price increase in December 2013 compared with December 2012 was 1.55%, 

significantly below the level projected in the revised Fiscal Strategy (3.5%). The difference 

between the average rate of inflation and inflation at the end of the period was primarily due 

to some favorable supply shocks occurrence in the second half of 2013. In the first half of the 

analyzed period, inflation was at a high level (monthly inflation calculated against the 

Figure 2: Contributions to economic growth 
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corresponding period of 2012 exceeded 5%) due to the increase in administered prices at the 

beginning of the year and to the increase of some excise duties in April. The slowdown in price 

growth in the second half of 2013 was driven by a very good agricultural production and by VAT 

reduction on bakery products. In a falling inflation framework, the central bank gradually 

reduced the monetary policy rate since the third quarter of 2013 (from 5.25% to 3.75%) thus 

creating the prerequisites for sustainable recovery of the lending process, given that the 

nongovernment credit growth remained in negative territory during the analyzed period. 

The prices increase at the level of whole economy, as measured by the GDP deflator, was 3.5% 

in 2013, inferior to that considered in the revised Fiscal Strategy for 2013-2015, respectively 

4.1%. At the same time, the deflator varied significantly at the level of GDP components. 

Therefore, the increase in prices of households final consumption expenditure was 4.6%, 

superior to the average level of inflation measured by the CPI deflator, the government 

spending recorded a value of 106.4% due to salaries recovery in the budgetary sector, while 

prices remained stable for investments (investment deflator was 100%), and the changes in 

prices for exported products generated a negative contribution, reaching a level of -2.1%. 

wƻƳŀƴƛŀΩǎ ŜȄǘŜǊƴŀƭ Ǉƻǎƛǘƛƻƴ ǊŜƎƛǎǘŜǊŜŘ ŀ significant improvement. Therefore, the current 

account deficit declined from 4.44% of GDP in 2012 to 1.06% in 2013, in the context of a 74% 

nominal decrease of the current account and an increase of GDP with 8.1%, taking into account 

values expressed in euros. The decrease of the current account deficit from 5,843 million euro 

to 1,506 million euro was mainly determined by a reduction in the balance of trade deficit with 

4,000 million euro, comparing with 2012. Also, at the improvement of the external position 

contributed the increase of services balance surplus (+1,458 million euros) and the current 

transfers balance (+287 million euros). A negative contribution to the current account deficit 

change had increased of revenues deficit by 1,363 million euros compared to 2012. It is worthy 

of note that the evolution of exports of goods which increased in nominal terms by about 10% 

(4,493 million), their increase being supported both a very good agricultural year and the 

expansion of production capacity in industry sector, given the gradual recovery of the EU 

economy, the main trading partner of Romania. However, imports grew by only 1%, considering 

values expressed in euro, amid weak domestic demand and an average decrease in their prices 

by about 1.4% over the previous year. 

Analyzing the changes in the current account of balance of payments in terms of difference 

between the rate of saving and the rate of investment, it can be seen that last year decrease by 

3.4 pp of GDP came mainly from 3.1 pp reduction in the rate of investment - to a level of 22.9% 

of GDP in 2013, while the increasing level of savings has had a positive contribution by only 0.3 

pp. In addition, the adjustment of the current account deficit with 10.5 pp of GDP in 2008-2013 
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was achieved by reducing investment by 8.3 pp of GDP, while the national savings rose in the 

same period by only 2.2 pp of GDP. 

The foreign direct investment reported also a positive trend; they increased with 26.8% since 

2012, while their value amounted 2,713 million euros. Thus, it can be seen that in 2013 foreign 

direct investments financed entirely the current account deficit. Although the peak level of the 

last four years was reached in 2013, it is much lower than in the period preceding the financial 

crisis (in the period 2007-2008, the annual average of FDI was 8,000 million euros). 

{ƻǳǊŎŜΥ bŀǘƛƻƴŀƭ .ŀƴƪ ƻŦ wƻƳŀƴƛŀΣ 9ǳǊƻǎǘŀǘΣ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

The external debt of Romania decreased by 3.25% in 2013 to a level of 96.44 billion euros. The 

medium and long-term external debt amounted 79.78% of total external debt at the end of the 

year, respectively 76.95 billion euros, decreasing by 2.3% compared to December 31th 2012. 

The short-term external debt recorded a reduction of 6.83% to a level of 19.49 billion euros 

(20.22% of total external debt). 

Because of the repayments made, the debt to IMF lowered at the end of 2013 compared to the 

same period of the precedent year by 4.97 billion euros, respectively at a level of 5.82 billion 

euros. Therefore, there was decreases both in the level of the debt component for financing 

the budget deficit (-1.02 billion euros) and in that allocated to strengthen the international 

reserves (-3.94 billion euros).  

The downward trend of the external debt was as well due to the decrease of private external 

debt (especially in the context of deleveraging in the banking sector). One factor that acted to 

Figure 3: The evolution of the real GDP, domestic demand and current account, 2000-2013 
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ƛƴŎǊŜŀǎŜ ŜȄǘŜǊƴŀƭ ŘŜōǘ ƛǎ ŀƴ ƛƴŎǊŜŀǎŜ ƛƴ ǎǘŀǘŜΩǎ ŦƻǊŜƛƎƴ ŎǳǊǊŜƴŎȅ ƭƻŀƴǎ ōȅ ƛǎǎǳƛƴƎ ōƻƴŘǎ ƻƴ ǘƘŜ 

international markets. 

In 2013, non-government loans declined in real terms, decreasing with 4.7% in December 2013 

compared to the same period of 2012. The downfall was more pronounced in the case of 

foreign currency denominated-loans, which decreased by 6.8 % in euro equivalent, while the 

dynamics of domestic currency denominated-loans recorded a decrease in real terms of 0.8%. A 

declining loan demand amid relatively low economic growth, high levels of household 

indebtedness and preservation of risk aversion both at the level of creditors and debtors were 

the main factors that led to the contraction of lending. Another factor impacting negatively on 

lending was the increase in capital requirements for financial institutions in the EU (imposed by 

Basel III regulations), which involved an accelerated pace of deleveraging in the banks and their 

subsidiaries in Central and Eastern Europe. Also, the financial institutions were forced to resort 

to maintaining a prudent conduct in terms of credit, in the context of continuous portfolio 

quality deterioration, and increased provisions requirements. 

The evolution of foreign currency denominated financing has been negatively affected by the 

limitation of foreign currency denominated-loans to borrowers exposed to currency risk as a 

result of NBR implementation of the European Systemic Risk Board recommendations, but a 

factor that acted to the contrary was the continuation of the program "First Home" in foreign 

currency until August of 2013. Lending in domestic currency was fueled by lower interest rates 

and by the continuation of the program "First Home" in local currency starting with the second 

half of the year. 

Regarding the developments in the labor market, in 2013 the average number of employees 

continued to increase to a level of 4,520 thousand people1, advancing by 1.7% compare to 

2012, in the context of an increasing number of jobs created by the private sector, while the 

number of public employees has remained relatively constant. On the other hand, at the end of 

2013, the unemployment rate calculated according to the criteria of the International Labor 

Office (ILO) increased by 0.2 pp respectively from 7.1% to 7.3%2. The total number of 

unemployed registered at the National Agency for Employment (NAE) increased from 493 

thousand to 512 thousand people, the registered unemployment rate increasing from 5.59% to 

5.65%. The unemployment rate (computed according to the criteria of ILO and the NEA) has 

evolved in the same direction as the average number of employees in the economy, and this 

phenomenon can be explained by the increase in the active population with 33 thousand 

people, of which 26 800 are included in the unemployed category. 

                                                           
1 According with Workforce Balance, NCP estimates. 
2 According with NIS, TEMPO online. 



23 
 

In 2013, the average gross wage3 per total economy was 2,240 lei, up with 5% from 2012, while 

net average wage was 1622 lei, increasing by 4.8%. Considering an average inflation of 4%, the 

real wage increased by approximately 0.8%. The positive trend of the average salary was mainly 

driven by the growth of wages in the public sector (12.1%), due to the full recovery of wage 

reductions implemented in 2010. During the same period, average wages in the private sector4 

advanced in nominal terms by 3.27%, below the inflation rate, their dynamics being affected by 

the constraints on the labor market and productivity gains. 

The evolution of main macroeconomic indicators in 2013 compared with forecasts considered 

in the revised Fiscal Strategy for 2013-2015 (adopted in January 2013) are summarized in the 

following table: 

                                                           
3 According to INS, TEMPO online, average wage by the national economic activities NACE Rev. 2 
4 The private sector is approximated by removing government and defense sectors, education and 

health and social assistance. 

Table 1: Macroeconomic indicators (differences from prognosis) 

  
Revised Fiscal Strategy 

 2013-2015 
Effective  

2013 

  - % yoy - 

GDP     

GDP (million lei) 623,314.0 628,581.3 

Real GDP 1.6 3.5 

GDP deflator 4.1 3.5 

GDP components     

Final consumption 2.2 0.73 

Private consumption expenditure 2.3 1.32 

Government consumption 
expenditure 

1.6 -1.78 

Gross fixed capital formation 3.5 -3.3 

Exports (volume) 1.0 13.5 

Imports (volume) 2.8 2.4 

Inflation rate     

End of period (December 2013) 3.5 1.6 

Annual average 4.3 4.0 

Labor market     

Unemployment rate at the end of period 5.2 5.65 
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Source: National Institute of Statistics, National Commission of Prognosis 

  

                                                           
5 Differences between NCP forecast and the reported effective level  is due to the different 

methodology: while NCP uses as a reference forecast the workforce balance, the effective figures are 

from NIS monthly buletine which includes only economic agents with more than 5 employees. 

Average number of employees5 1.3 1.7 

Gross average wage 5.68 4.84 
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III. Fiscal policy in 2013 

III.1. The assessment of objectives, targets and budgetary indicators 

UƴŘŜǊ ŀǊǘƛŎƭŜ пуΣ ǇŀǊŀƎǊŀǇƘ όнύ ƻŦ ǘƘŜ CƛǎŎŀƭ wŜǎǇƻƴǎƛōƛƭƛǘȅ [ŀǿ ƴƻΦ сфκнлмлΣ ǘƘŜ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ 

ŀƴƴǳŀƭ ǊŜǇƻǊǘ Ƴǳǎǘ Ŏƻƴǘŀƛƴ άa discussion and analysis of the implementation of the fiscal policy 

set forth in the Fiscal Strategy and Annual Budget approved in the previous budget yearέ and 

will include: 

a) An ex post evaluation of the macroeconomic and budgetary forecasts set out in the Fiscal 

Strategy and the annual budget to which the annual report corresponds; 

b) An assessment of progress against the fiscal policy objectives, targets, and indicators set out 

in the Fiscal Strategy and annual budget to which the annual report corresponds; 

c) An ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ ǘƘŜ ǇǊƛƴŎƛǇƭŜǎ ŀƴŘ ǊǳƭŜǎ ƻŦ ǘƘƛǎ ƭŀǿ 

during the preceding budget year; 

d) Recommendations and opinions of the Fiscal Council in improving the conduct of fiscal policy 

consistent with principles and rules of this law in the current budget year.  

According to art. 23 - letters b) and c) of the Fiscal Responsibility Law no. 69/2010, the fiscal 

framework section of the fiscal strategy may be revised when there is a significant worsening of 

the forecast of macroeconomic indicators and other assumptions that underpinned the 

previous fiscal strategy, respectively when a Government change occurs, in which case, at the 

beginning of a new mandate, the Government will make public, whether its program complies 

with the latest fiscal strategy and the other budget documents approved by Parliament. Both 

situations stated in the articles of law above mentioned were valid in the process of the budget 

elaboration for 2013, and the Government endeavor to update the previous version of the 

fiscal strategy corresponding for the period 2013-2015 was a justified one. The draft budget for 

2013, adopted at the beginning of February of the same year was accompanied by a revised 

version of the fiscal strategy, which involves an identical fiscal framework for 2013 in both 

ŘƻŎǳƳŜƴǘǎΦ Lƴ ǘƘŜǎŜ ŎƛǊŎǳƳǎǘŀƴŎŜǎΣ ǘƘŜ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ƻōƭƛƎŀǘƛƻƴ ǘƻ ŀǎǎŜǎǎ ƛƴ ǘƘŜ ŀnnual report 

the objectives, targets and indicators set by fiscal strategy and the budget is reduced to an 

analysis of the projections contained in the draft budget. However, to show the changes that 

occurred in the fiscal framework for the period 2013-2015, punctually will be considered also 

the targets set in the 2013-2015 Fiscal Strategy, even if they did not exert any constraints on 

the fiscal policy. 
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The general consolidated budget for 2013 was based on a significantly more unfavorable 

macroeconomic forecast scenario than the one taken into account in developing the Fiscal 

Strategy for 2013-2015 (adopted by the Government in June 2012), the economic growth being 

estimated to be only 1.6% in real terms, compared with 3.1% economic growth forecast used in 

developing the strategy. With the worsening growth prospects, the draft budget for 2013 

envisaged a budget deficit target of 2.15% of GDP (cash standards) or 13.394 billion lei, higher 

than the 1.8% level assumed in the Fiscal Strategy for 2013-2015. Regarding the budget deficit 

target determined according to ESA 95 methodology, this was increased by 0.2 pp compared to 

the previous version of the strategy, respectively 2.4% of GDP. The Fiscal Council noted in its 

opinion on the draft budget, that the proposed target is consistent with the structural 

adjustment path (according to the ESA95 deficit) needed to achieve in 2014 the medium term 

objective of 1% structural deficit (which would ensure the conformation to the provisions of the 

Treaty on Stability, Coordination and Governance (TSCG) in the Economic and Monetary Union 

(EMU) ratified in June 2012). It should be noted that, at that time, the structural deficit for the 

year 2012 was estimated by the EC at a level of 1.8% and the proposed structural adjustment 

pace for 2013 was 0.4 pp of GDP. 

The final budget execution recorded the achievement of the ESA95 deficit target (actual deficit 

of 2.3% of GDP), Romania confirming the positive developments in terms of fiscal consolidation 

that led, in 2013, to the exit from  Excessive Deficit Procedure initiated in 2009. This EC decision 

envisaged the deficit below 3% of GDP registered in 2012, and prospects for continued 

observance of this ceiling. According to the cash standard execution, the budget deficit stood at 

a level of 2.51% of GDP, the exceeding of the initial target mainly occurred due to 

underperformance of non-tax revenues and revenues from European funds, but also as a result 

of expenditures on goods and services significantly higher than the initial projection. Adjusting 

the budget deficit by about 0.7 pp of GDP according to ESA95 methodology, while maintaining 

cash deficit as a percentage of GDP for the year 2012 is explained mainly by the 

implementation of EU Directive no. 7/2011 on combating late payment in commercial 

transactions (which required additional payments of about 2.5 billion lei in the year 2013) and 

the payment of an tranche of 10% of enforceable titles related to wages obligations of certain 

categories of public sector employees (totaling about 900 million). Both the above mentioned 

expenses were previously covered in the budget execution in accrual system, corresponding to 

ESA95. 

In terms of fiscal policy rules, the nominal ceilings for the general government balance in 2013, 

its total expenses (excluding income from post-accession EU funds, pre-accession funds, and 

financial assistance from other donors) and personnel expenditure were established by Law no. 
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4/20136 (see Table 2 below). The budget execution does not confirm compliance for all the 

indicators mentioned above. The budget deficit target for 2013 has exceeded the nominal 

target assumed, even if the total expenditure was below the ceiling established by Law no. 

4/2013, given that the significant failure of the expected revenue was partially accommodated 

by costs reduction. The level of personnel expenses at the end of the year exceeded with 144.6 

Ƴƛƭƭƛƻƴ ǘƘŜ ƴƻƳƛƴŀƭ ŎŜƛƭƛƴƎΣ ōǳǘ ŘǳŜ ǘƻ ŀ ƘƛƎƘŜǊ ƴƻƳƛƴŀƭ D5t ǘƘŀƴ ŜƴǾƛǎŀƎŜŘ ƛƴ ǘƘŜ ōǳŘƎŜǘΩǎ 

construction, their level expressed as a percentage of GDP stood at a level of 7, 37%, thereby 

falling within the established limits. 

* Excluding financial assistance from the EU and other donors 

The first budget revision approved in July 2013, increased the general consolidated budget 

revenues with 0.12 billion lei and spending with 1.43 billion lei compared to the original 

program, while changing the budget deficit according to cash methodology at a level of 14.7 

billion lei, higher with 1.3 billion lei than the ceiling of 13,394 billion lei (from 2.1 percent to 2.3 

percent of GDP), the new targets violating the Law no. 4/2013 on the approval of ceilings for 

certain indicators specified in the Fiscal Strategy. 

The increase of the projected budget revenues was due solely to supplementing the original "in 

chain" compensation swap scheme for clearing outstanding payments to the budget (initially 

estimated at 1 billion lei) in the amount of 1.12 billion lei. Thus, this amount would be 

transferred from the state budget to local budgets and to certain state companies to settle 

outstanding obligations to the budget, the effect of the scheme being neutral for the budget 

deficit. Excluding the impact of compensation schemes, budget revenues are projected to 

decrease by about 1 billion USD due to the unfavorable impact of the downward revision of 

VAT revenue (-0.89 billion lei), tax on profit revenues (-0.85 billion lei), excise (-0.52 billion lei) 

and non-tax revenues (-0.39 billion lei). Some of these decreases were partially offset by the 

plus in projected revenue for the amounts received from the EU in the account of payments 

made (0.93 billion lei) and for the other general taxes on goods and services (+0, 83 billion lei), 

                                                           
6 Law approving ceilings for indicators specified in the Fiscal Strategy. 

Table 2: Nominal ceilings for GCB balance, total expenditure and personnel expenditure 

 

Law no. 4/2013 Budget execution 2013 

GCB 
balance  

Total 
expenditure* 

of which: 
GCB 

balance 
Total 

expenditure* 

of which: 

Personnel 
expenditure 

Personnel 
expenditure 

million lei -13394 210828.9 46154 
-

15771.3 
206704.8 46298.6 

% of GDP -2.1% 33.82% 7.40% -2.51% 32.88% 7.37% 
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at this chapter being found clawback tax receipts, which were not included in the original 

estimates. The Fiscal Council warned in his opinion on the budget revision that the significant 

failure of budget revenues in the first half of 2013 has not been fully considered in developing 

the revenue projection for the full year, which is very optimistic. Thus, despite the upward 

revision of the economic advance at 2%, its structure was not rich tax and the collected 

revenues would most likely be lower than the originally estimated. 

The total expenditure was increased by 1.43 billion compare to the original program, from 

which the amount of 1.12 billion lei represented the supplementation for the clearing swap 

scheme (618 million capital expenditure, 500 million goods and services). The largest increase 

was localized at the level of goods and services (2 billion lei, fueled partly on the budget 

revenue side by the clawback tax), which is mainly motivated by the accelerated payment of 

arrears in the health sector. Spending reductions occurred primarily in the categories: "social 

assistance" (-604 million lei), "capital expenditure" (-439 million lei), αprojects funded by 

external post-accession grants" (-466 million lei), "other transfers" (-494.4 million lei). 

Moreover, the Fiscal Council warned at the beginning of the year about underestimating 

spending on goods and services, given the costs associated with implementing the EU Directive 

on combating late payments in commercial transactions. 

Compared with the parameters approved in the context of the first budget revision, the second 

revision envisaged a decline of the estimated general government revenues by 3.4 billion lei 

and spending by 2.2 billion lei, the deficit target being revised upward to 15.90 billion lei (higher 

with 1.2 billion lei, respectively by 0.2 pp of GDP), representing 2.54% of GDP (estimated at 

625.6 billion lei). Moreover, this trend has confirmed the opinion of the Fiscal Council on the 

budgetary revenue expressed with the occasion of the first revision, the underachievement of 

revenues being partially accommodated through the use of the existing reserves in the 

expenditure aggregates. 

Considering individual revenue items of the consolidated general government, the largest 

downward revision was recovered in the non-tax revenues (1.65 billion lei). The cumulated 

revision at the level of tax revenues (1.9 billion lei) had as main sources of revenue the 

estimation of lower excise duties (-901 million lei), followed by VAT (-365 million lei) and 

personal income tax (-308 million lei). The Fiscal Council expressed in its opinion on the second 

budget revision serious reservations about the ability to achieve the target at the end of the 

year for revenues from post-accession EU funds, given that, three months before its end, the 

level of inputs (5.03 billion lei) was less than a half of the estimated amount for the entire year 

(12.15 billion lei). 

Adjusting for the influence of swap compensation schemes for clearing outstanding obligations 

to the budget (amounting to 2.12 billion lei, whose distribution by category of expenditure has 
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undergone some changes compared to that envisaged in the first budget revision), the 

reduction of total expenses was due mainly to cuts in the procurement of goods and services    

(-744 million lei), social assistance (-556 million lei), use of existing reserves in the budgeted 

amount for interest expense (-477 million lei), reduction of the component other transfers        

(-446 million lei) and expenditure reduction associated with programs funded by external 

grants (-287 million lei). The investment spending, which include capital expenditures, expenses 

associated with programs funded by reimbursable funds, projects funded by external grants 

and other transfers of the nature of post-accession investments were reduced at the second 

budget revision with 1.2 billion lei to the level of the previous budget revision. 

¢ƘŜ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ƻǇƛƴƛƻƴ ƻƴ ǘƘŜ ŦƛǊǎǘ ōǳŘƎŜǘ ǊŜǾƛǎƛƻƴ reported the violation (by derogation) 

of the rules regarding the budget revisions as stated by article 6 letter b) and c) and article 16 of 

the Fiscal Responsibility Law no. 69/2010. The Fiscal Council considers that the breach by the 

draft budget revision of the fiscal policy rules seriously undermines their credibility, especially 

regarding non-compliance with the deficit target, for which the derogation was a first (revision 

of the 2012 deficit target was covered by the escape clauses of the Law 69/2010). By the 

second budget revision in October 2013, the total expenditure was reduced to partially offset 

the decrease of the budget receipts estimates; thus, the total expenditure (excluding financial 

assistance from the EU and other donors) has been brought within the ceiling prescribed by 

Law 4/2013 and was restored the observance of the rule stated by article 6 letter c). However, 

the rule stipulated in article 6 letter b) of Law 69/2010, was broken again as the project of the 

second revision stipulated a budget deficit of 15.9 billion lei, up with 2.5 billion lei than the 

ceiling of 13,394 billion lei established by the Law 4/2013, the deviation from the legal ceiling 

increasing by another 1.2 billion lei compare to that already recorded during the first budget 

revision. 

The way the budget process was conducted in 2013 - both budget revisions increasing the 

deficit target while existing an explicit legal prohibition and sufficient indications, based on the 

budget execution at the end of the first 6 months, regarding a high probability for much lower 

budgetary revenues performance than the revised estimates, questions the relevance of the 

fiscal rules and the commitment to meeting fiscal discipline. The effectiveness of a fiscal rule is 

determined by the constraint that it exerts on the fiscal policy formulation. The ease with which 

the fiscal rules have been repeatedly circumvented this year, with the recorded violations in the 

years that have elapsed since the adoption of the Fiscal Responsibility law in 2010 (the rules 

stated by article 6 letter c) and article 21, highlights the weakness of the constraints exerted by 

the fiscal rules from the FRL and raises serious doubts on the commitment to meet the future 

fiscal rules established by taking into national law the provisions of the Treaty on Stability, 

Coordination and Governance in the Economic and Monetary Union (Fiscal Compact). 
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Evolution of the key budget aggregates during 2013 is presented in Table 3. 

Source: Ministry of Public Finances 

Note: Amounts without the compensation schemes 

The results of the budget execution in the fiscal year 2013 were lower than the forecasts of the 

second revision; both revenue and expenditure have registered developments below 

expectations. On the revenue side, the gap from the estimated amount to be collected was 

about -4.8 billion lei, mainly due to a very poor performance of the UE funds absorption (-4.0 

billion lei - confirming the reservations expressed by the Fiscal Council on the occasion of the 

second budget revision regarding the projection of this budgetary aggregate) and lower than 

the projected receipts corresponding to the tax on the use of goods, authorizing the use of 

property or the conduct of activities (0.5 billion lei) and fiscal revenues (-0.24 billion lei). 

Regarding expenses, they fell by 4.9 billion lei, the main categories that registered reduction are 

the expenditures on projects financed through post-accession EU funds (-2.6 billion lei, the 

reduction was operated in order to accommodate the failure to collect the UE funds), other 

transfers (-0.5 billion lei), social security (-0.44 billion lei), transfers between government units 

(-0.27 billion lei), goods and services (0.22 billion lei). Thus, the budget deficit in cash terms at 

the end of the year has not exceeded the level estimated in the second budgetary revision, but 

it has significantly exceeded the target set by the draft budget, i.e. 2.37 billion lei. 

The fiscal consolidation started in 2010 in order to correct the existing major imbalances 

regarding the public finance position, was characterized by an alert pace, Romania succeeding 

in a relatively short period of time a budget deficit reduction, expressed according to ESA95 

standards, from 9% of GDP in 2009 to 2.3% of GDP in 2013. The fiscal adjustment in the period 

2009-2013 considering ESA95 standards was performed by cutting spending by 6.2 pp. of GDP 

and increasing revenues by 0.6 pp. of GDP. The expenditure reduction were made primarily in 

Table 3: The evolution of the main budgetary aggregates during 2013 (billion lei) 

  2013-2015 
Fiscal 

Strategy 

Initial 
budget 

First      
revision 

Second 
revision 

Budget 
execution 

2013 

Total revenues 212,1 208,3 207,3 203,8 199,0 

   Fiscal revenue 122,2 122,0 120,4 118,5 118,2 

Social contributions 56,3 54,4 54,4 54,3 54,3 

EU funds 14,3 11,9 12,8 13,1 9,1 

Total expenditure 223,7 221,7 222,0 219,7 214,8 

   Current expenditure 200,5 204,0 204,8 202,5 198,4 

   Capital expenditure 23,2 17,7 17,2 17,2 17,5 

Budget deficit -11,7 -13,4 -14,7 -15,9 -15,8 
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the personnel expenses (-2.8 pp of GDP), gross fixed capital formation (-1.5 pp of GDP) and 

social security (-1.4 pp of GDP). On the budgetary revenue side, the growth by 0.6 pp of GDP in 

2009-2013 was mainly due to the increase of the legal VAT rate from 19% to 24% in 2010, so 

the VAT revenues rose during 2009 - 2013 by 1.7 pp of GDP (2009 marked a decline in the VAT 

revenues by 1.3 pp of GDP compared to 2008), offsetting the decline in receipts from the social 

security contributions (-1.4 pp of GDP) and those from the income tax (-0.8 pp of GDP). In 2013 

the budget deficit reduction from 3% to 2.3% of GDP ς according to ESA95 standards - was 

achieved by reducing spending by 1.7% of GDP while the targets for revenue collection were 

not realized by a considerable margin. Thus, revenues were lower by 1% of GDP, mainly as a 

result of lower fiscal revenues by 0.7 pp of GDP while adjustments to the budget expenditure 

occurred mainly in the intermediate consumption (-0.7 pp of GDP), other expenses (-0.5 pp of 

GDP), social security (-0.3 pp of GDP) and gross fixed capital formation (-0.3 pp of GDP). 

Source: Eurostat 

Note: * for 2013 data are not available yet, the difference 2009-2013 refers to 2009-2012 

Table 4: The development of budgetary expenditure and revenue according to ESA95 

  
2009 2010 2011 2012 2013 

Changes 
2013 to 

2012 

Changes 
2013 to 

2009 

Total revenue (% of GDP) 32,1 33,3 33,9 33,7 32,7 -1,0 0,6 

Fiscal revenue 17,3 18,0 19,2 19,3 18,6 -0,7 1,4 

Indirect taxes, out of which: 10,7 11,9 13,0 13,2 12,7 -0,4 2,0 

VAT 6,6 7,7 8,7 8,5 8,4 -0,2 1,7 

Excises* 3,1 3,0 3,1 3,1 : : 0 

Direct taxes, out of which: 6,5 6,1 6,2 6,1 5,9 -0,2 -0,7 

PIT 3,7 3,4 3,5 3,6 3,6 -0,1 -0,1 

CIT 2,4 1,8 1,9 1,7 1,7 0,0 -0,7 

SSC 10,2 9,5 9,1 9,0 8,8 -0,2 -1,4 

Other current revenue 1,7 2,7 2,2 2,5 2,7 0,2 1,0 

Total expenditure (% of GDP) 41,1 40,1 39,4 36,7 35,0 -1,7 -6,2 

Intermediate consumption 6,5 5,8 6,1 5,9 5,3 -0,7 -1,2 

Compensation of employees 10,9 9,7 7,9 7,8 8,1 0,3 -2,8 

Interest payments 1,5 1,5 1,6 1,8 1,8 0,0 0,2 

Social assistance 13,8 14,1 13,4 12,7 12,3 -0,3 -1,4 

Subsidies 0,7 0,6 0,4 0,4 0,3 0,0 -0,4 

Other current expenditure 1,4 1,9 2,0 2,3 1,8 -0,5 0,4 

Gross fixed capital formation 5,9 5,7 5,5 4,7 4,5 -0,3 -1,5 

Budget deficit (% of GDP) -9,0 -6,8 -5,5 -3,0 -2,3 0,7 6,8 
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Regarding the budget execution according to cash standards, the year 2013 recorded the 

maintenance of the budget deficit expressed as a percentage of GDP at the same level as 

previous year, i.e. 2.5%, as both revenues and expenses recorded a decrease of 0.9 pp of GDP. 

Compared to 2012, the main budgetary revenues registered a downward trend while on the 

expenditure side, the reduction of social spending by 0.5 pp of GDP and the investment 

spending by 0.4 pp of GDP partly offset  the increase in personnel expenses (+0.4 pp of GDP) 

and in expenses with goods and services (+0.3 pp of GDP). Considering the period 2009-2013, 

the fiscal adjustment according to cash standards was performed by reducing spending by 4.4 

pp of GDP and increasing budgetary revenues by 0.3 pp of GDP. 

Table 5: The development of budgetary revenue and expenditure according to cash 
methodology 

  

2009 2010 2011 2012 
Initial 

budget 
 2013 

Execution    
2013 

Changes 
execution 
to initial 
budget 

Changes 
2013 to 
2012 

Changes 
2013 to 
2009 

Total revenue   
(% of GDP) 

31.4 32.2 32.2 32.5 33.4 31.7 0.9 -0.9 0.3 

Fiscal revenue                           17.6 17.8 18.5 31.0 31.4 30.2 0.4 -0.8 12.6 

PIT 3.7 3.4 3.4 2.0 2.1 1.9 0.1 -0.1 -1.8 

CIT 2.4 1.9 1.8 1.8 1.9 1.7 0.0 -0.1 -0.7 

Property tax 0.7 0.7 0.7 0.7 0.7 0.7 0.0 0.0 0.0 

VAT 6.8 7.5 8.3 8.3 8.3 8.1 0.0 -0.2 1.3 

Excises 3.1 3.3 3.4 3.5 3.6 3.4 0.1 -0.1 0.3 

SSC 9.6 8.7 9.0 8.7 8.7 8.6 0.0 -0.1 -1.0 

Non fiscal 
revenue 

3.1 3.8 3.3 3.1 3.1 2.7 0.0 -0.4 -0.4 

Donations 0.7 0.8 0.1 0.1 0.1 0.0 0.0 0.0 -0.7 

Amounts 
received from the 
EU for payments 
made 

0.4 1 1.1 1.4 1.8 1.4 0.4 0.1 1.0 

Total 
expenditure      
(% of GDP) 

38.6 38.6 36.5 35.1 35.6 34.2 0.5 -0.9 -4.4 

Personal 
expenditure 

9.3 8.2 6.9 7.0 7.4 7.4 0.5 0.4 -1.9 

Goods and 
services 

5.7 5.6 5.7 5.8 6.0 6.1 0.2 0.3 0.4 

Interest 1.2 1.4 1.6 1.8 1.8 1.7 0.0 -0.1 0.5 
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Source: Ministry of Public Finances 

Further, this chapter will include a detailed analysis of the developments of the main budgetary 

revenue and expenditure aggregates, followed by an assessment of the public debt dynamics 

and its determinants based on a medium term projection.  

III.2. Budgetary revenues 

The revenues of the general consolidated budget, without the impact of the compensation 

schemes, increased by 4.25% in 2013 compared to the previous year, to 199.04 billion lei 

(31.67% of GDP). Compared to 2012 the share of budgetary revenues in GDP fell by 0.88 pp 

within the context of a superior dynamic of the nominal GDP (+7.12%), the reduction being 

localized at the following categories of revenues: VAT (-0.23 pp), excise duties (-0.09 pp), 

corporate income tax (-0.1 pp), social insurance contributions (-0.09 pp) as a result of the 

decision to return to the pensioners the health insurance contributions collected illegally and to 

increase the scheduled amounts transferred to the Second Pension Pillar7. On the other hand, 

positive developments in terms of share of GDP were recorded by personal income tax 

revenues (+0.6 pp), the amounts received from the EU payments (+0.6 pp), and, also, by the 

budgetary aggregate tax on use of goods, authorizing the use of property or the conduct of 

activities on the basis of revenues obtained from renting the frequency bands (0.13 pp), but 

these are extraordinary revenues. 

Also, the budgetary revenues were by 1.47 pp of GDP lower than the level considered in the 

draft budget, mainly due to lower than expected fiscal revenues, the difference between the 

final value and the initial projection being 0.67 pp of GDP.  This significant underperformance in 

fiscal revenues can be justified by the fact that the economic growth recorded in 2013 was not 

tax rich (respectively an economic growth favorable to an increase in budgetary revenues), 

driven primarily by the positive evolution of the exports and a very good agricultural 

                                                           
7 These are recorded as negative revenues in the budget execution. 

payments 

Subsidies                           1.4 1.3 1.0 1.0 0.8 0.8 -0.2 -0.2 -0.6 

Projects financed 
from post-
accession grants  

0.5 1.4 1.9 2.3 2.8 2.2 0.5 0.0 1.7 

Social protection 12.8 13.1 12.2 11.4 11.2 10.9 -0.2 -0.5 -1.9 

Capital 
expenditure                      

4.4 3.7 4.0 3.2 2.8 2.8 -0.4 -0.4 -1.6 

Budget deficit  
(% of GDP)  

-7.3 -6.4 -4.3 -2.5 -2.1 -2.5 0.4 0.0 4.8 



34 
 

production. Thus, the major differences compared to the original projection were located in the 

excise revenues (-0.2 pp of GDP), the VAT revenues (-0.16 pp of GDP), as well as those related 

to corporate income tax (-0.13 pp of GDP). Also, a development below expectations was 

registered at the level of EU funds absorption, the difference between the actual value and that 

planned is approximately -0.37 pp of GDP. The budgetary execution for social contributions, 

grants, capital income and property taxes was in line with the expectations envisaged in the 

draft budget. The dynamics of the budgetary revenues was positively influenced by the 

clawback tax receipts not included in the draft budget, so that the category other general taxes 

on goods and services recorded an increase of 0.09 pp of GDP compared to the initial 

estimates. 

III.2.1 VAT and excises  

The VAT receipts, without the impact of the 

compensation schemes, recorded in 2013 a 

level of 50.97 billion lei, respectively 8.11% 

of GDP, with about 0.97 billion lei lower than 

the amount envisaged in the draft budget. 

Compared to the initial budget, VAT revenue 

were revised downward during the 

budgetary revisions on the background of an 

unfavorable dynamics of private 

consumption in the first semester and also 

due to the effect of reducing the VAT rate on 

bread, flour and wheat (the impact was 

estimated by the MPF at 90 million lei). It 

should be noted that through the two 

budgetary revisions the compensation 

scheme was increased (an additional impact 

at the level of VAT revenues of 1.1 billion 

lei), but this increase was not reflected in 

the level of the final execution.  

Figure 4: VAT revenues, 2013 (billion lei) 

 

Source: Ministry of Public Finances 

Compared with 2012, the VAT revenues, without the impact of the compensation schemes, 

have increased with 2.03 billion lei (4.14%). 

Evaluating the efficiency of tax collection through the ratio between the implicit tax rate 

(defined as the ratio of actual revenues collected for a particular type of tax and the 

corresponding macroeconomic tax base) and the statutory rate of taxation, it can be concluded 
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that the efficiency of taxation for VAT decreased in Romania compared to the pre-crisis period, 

but that is a common feature of EU new member states (NMS 10). It can be observed though a 

relative stability of the efficiency index in the period 2010-2013. 

The budget execution at the end of 2013 expressed according to ESA95 standards indicates a 

slight reduction in the level of taxation efficiency compared to the previous year (a decrease of 

the efficiency index from 57% in 2012 to 56% in 2013), the dynamics of VAT revenue was 

slightly lower than that of the corresponding relevant macroeconomic tax base (household final 

consumption and NPISH8). Considering the macroeconomic structure, the favorable agricultural 

year had a positive impact on the component "self-consumption", which is not likely to 

generate fiscal revenue. Thus, isolating the effect of this component, the collection efficiency 

remained at the same level as in 2012. On the other hand, the dynamics of VAT revenue was 

adversely affected by the reduction of the VAT rate on bread from September, but the effect of 

this measure at the level of the efficiency index is insignificant in 2013, taking into account the 

marginal impact on the budgetary revenues, determined by the short interval of time remaining 

from the moment of implementation until the end of the year. 

 

{ƻǳǊŎŜΥ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴΣ ϝŀŘƧǳǎǘŜŘ ǿƛǘƘ ǘƘŜ ǎŜƭŦ-consumption component and 
farmhouse market 
The effectiveness of taxation for VAT of 56% in 2013 is significantly lower than in Estonia (83%), 

Slovenia (71%) and the Czech Republic (71%). Romania collected in 2013 8.47% of GDP in VAT 

revenue (ESA95 execution), compared to 8.45% of GDP in Estonia, 8.64% in  Slovenia and 9.22% 

                                                           
8 Non-profit institutions serving households. 

Figure 5: The evolution of the implicit tax rate and of VAT taxation efficiency in Romania 
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in Bulgaria, while the standard rate of VAT in these countries was 20% (compared with 24% in 

Romania). In 2013, a lower efficiency of taxation as defined above was observed only in 

Slovakia, Latvia and Poland.  

Although, it must be noted that the differences in the efficiency index of taxation also reflect 

the structural differences between economies, since the higher percentage of rural population 

in Romania is revealed in a higher share of the self-consumption component (non-taxable) and 

farmhouse market. Moreover, Aizenmann J. and Y. Jinjarak (2005) 9, examining a panel of 44 

countries in the period 1970-1999, concludes that the VAT collection efficiency is negatively 

related to the share of agriculture in GDP, and directly proportional to the degree of 

urbanization and the trade openness of the economy ς the corresponding indicators for the 

three variables in Romania being unfavorable. In addition, it should be noted that this method 

of calculating the VAT efficiency indicator does not take into consideration the impact of the 

reduced VAT rates and does not take into account other components of GDP that are subject to 

VAT (part of intermediate consumption and part of gross capital formation fix - see the chapter 

of tax evasion). 

{ƻǳǊŎŜΥ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΣ 9ǳǊƻǎǘŀǘΣ aƛƴƛǎǘǊȅ ƻŦ tǳōƭƛŎ CƛƴŀƴŎŜΣ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ  

 

* If standard rates have been modified during the year, a weighted average of standard rates 

has been reported.  

                                                           
9 !ƛȊŜƴƳŀƴƴ WΦΣ WƛƴƧŀǊŀƪ ¸Σ έ¢ƘŜ /ƻƭƭŜŎǘƛƻƴ 9ŦŦƛŎƛŜƴŎȅ ƻŦ ǘƘŜ ±ŀƭǳŜ !ŘŘŜŘ ¢ŀȄΥ ¢ƘŜƻǊȅ ŀƴŘ LƴǘŜǊƴŀǘƛƻƴŀƭ 

9ǾƛŘŜƴŎŜέΣ bŀǘƛƻƴŀƭ .ǳǊŜŀǳ ƻŦ 9ŎƻƴƻƳƛŎ wŜǎŜŀǊŎƘ ²ƻǊƪƛƴƎ tŀǇŜǊ ƴƻΦ ммрофΣ !ǳƎǳǎǘ нллр. 

Table 6: Taxation efficiency - VAT 

Country 
Standard VAT* 

(%) 
Implicit tax rate** 

Taxation efficiency 
index***  

Rank  

  2011 2012 2013 2011 2012 2013 2011 2012 2013 2011 2012 2013 

BG 20.0 20.0 20.0 14.0 14.3 14.6 0.70 0.71 0.73 3 4 4 

CZ 20.0 20.0 21.0 14.0 14.7 15.4 0.70 0.74 0.73 4 2 3 

EE 20.0 20.0 20.0 16.6 16.9 16.2 0.83 0.85 0.81 1 1 1 

LV 22.0 21.5 21.0 10.9 11.4 11.6 0.49 0.53 0.55 10 8 9 

LT 21.0 21.0 21.0 12.6 12.1 11.8 0.60 0.58 0.56 6 6 6 

HU 25.0 27.0 27.0 16.2 17.1 17.2 0.65 0.63 0.64 5 5 5 

PL 23.0 23.0 23.0 13.2 11.9 12.0 0.57 0.52 0.52 9 10 10 

RO 24.0 24.0 24.0 13.9 13.6 13.5 0.58 0.57 0.56 8 7 7 

SI 20.0 20.0 20.0 14.4 14.4 15.4 0.72 0.72 0.77 2 3 2 

SK 20.0 20.0 20.0 11.9 10.5 11.2 0.59 0.53 0.56 7 9 8 
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** Calculated as a ratio between "VAT revenues" (ESA code D211R) and "Households and NPISH 

Final Consumption Expenditure" (ESA code P31_S14_S15 ESA). In Romania, the revenues for 

2011, 2012 and 2013 include additional receipts due to implementation of compensation 

scheme for clearing arrears (+1709 mil. lei in 2011, +1571 mil. lei in 2012, +854.7 mil. lei in 

2013).  

*** Computed as a ratio between the implicit and legal tax rate.  

 

The revenue collected from the excise duties 

in 2013 amounted to 21.1 billion lei (3.36% of 

GDP), which indicates an achievement of 

these receipts below expectations, the original 

budgeted level being 22.4 billion lei. Similar to 

the developments of the VAT receipts, the 

revenues from the excise duties were revised 

downward during the two budget revisions     

(-1.5 billion lei compared to the initial 

projections), due to a negative dynamics of 

the consumption, but the size of the revisions 

may suggest a decreased collection efficiency. 

Compared to the previous year, the extra 

Figure 6: Excises, 2013 (billion lei) 

Source: Ministry of Public Finances 

income from the collection of excises recorded a level of 0.88 billion lei (+3.36%), reflecting the 

increases in the rates of excise on certain products (petrol, diesel, cigarettes, alcohol and luxury 

goods), but also the positive effect generated by the increase of the exchange rate (+5.2% 

considering the reference rate used in calculating the excises). It should be noted that the 

increase of excise duties on luxury goods and alcohol was a measure introduced in order to 

offset the effect of reducing the VAT rate on bread, flour and wheat on budgetary revenues. 
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III.2.2 Direct taxes 

The revenues from the corporate income 

tax according to cash standards, in amount 

of 10.92 billion lei, without the 

compensation schemes (8.8 billion lei), have 

registered a modest increase of 1.46% in 

2013, compared to the previous year (+157 

million lei),  being much lower than the 

original budget estimates (by approximately 

805 million lei), the  reduced dynamics of 

these revenue being influenced by the 

regularizations made for the corporate 

income tax owed by the commercial 

banks10, but also by the  poor evolution of 

the revenues from the non-financial 

economic agents, the latter being adversely 

Figure 7: Corporate income tax, 2013     
(billion lei) 

 
Source: Ministry of Public Finances 

 

affected by the weak financial performance of the companies11. 

 

The nominal revenues from the corporate income tax, without the compensation schemes, 

remained significantly below the pre-crisis levels. This trend can be observed also by 

considering the efficiency index, expressed according to ESA95 standards, which showed a 

significant reduction in the period 2008-2012 (in line with developments in NMS 10); Figure 8 

suggests a direct link between the effectiveness of collection and the cyclical position of 

                                                           
10 The taxpayers commercial banks - Romanian legal entities and branches of banks in Romania - foreign 

Romanian legal entities have the obligation, under the Tax Code to declare and pay annual corporate 

income tax (completing the statement until 25 March the following year), with quarterly prepayments 

updated with the inflation index. Given that 2012 recorded an aggregate loss of the banking system in 

amount of 2347 billion lei compared to 0.786 billion lei in 2011, the adjustment made in early 2013 to 

advance payments in 2012 meant tax refunds for the overpaid corporate income tax in 2012. Also, the 

payments made in 2013 had as a basis the poor profits registered in 2012. 
11 According to the National Trade Register Office (NTRO), the number of companies which became 

insolvent in 2013 was by 10.37% higher than in 2012. Moreover, according to a study of Coface the rate 

of insolvencies - defined as the number of newly opened insolvency reported to the number of active 

companies - during 2013 in the countries from Central and Eastern Europe, Romania stands with the 

second highest rate of insolvencies, i.e. 6.44%, the only country with a higher percentage being Serbia, 

with 7.61%. 
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economy. After the recommencement of economic growth in 2011, the efficiency index seems 

to have stabilized, so that, if in cash terms, the dynamics of the corporate income tax, was only 

0.58%, according to ESA95 standards, increased by 10.16% in 2013, compared to 2012; a slight 

growth of the efficiency index can be seen in 2013, as the corporate income tax revenues have 

advanced at a rate superior to the relevant macroeconomic base (gross operating surplus). 

{ƻǳǊŎŜΥ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

Compared to other countries from Central and Eastern Europe12 in 2013, Romania is ranked on 

the seventh position (as in 2012), with an efficiency index of 20% and an implicit tax rate of 

3.2% (calculated as the ratio of direct taxes paid by enterprises and gross operating surplus 

from national accounts, as an approximation of the actual tax base). It may be noted that 

Romania, like most countries in the region experienced a slight increase in the efficiency 

collection compared to the previous year, except for Slovakia, which recorded a decrease in the 

efficiency collection, given the increase of the corporate income tax rate from 19% in 2012 to 

23% in 2013. On the other hand, Bulgaria is the only country that recorded a considerable 

improvement in the efficiency of collecting corporate income tax from 37% in 2012 to 45% in 

2013. It is likely that the improvement of this indicator depends on the position of the economy 

in the business cycle, but also on the measures taken by the Ministry of Public Finances to 

combat tax evasion or towards improving the tax legislation. 

                                                           
12Poland is not included in the ranking for the 2013 due to the unavailability of data on the gross 

operating surplus in national accounts. 

Figure 8: Implicit tax rate and efficiency tax index for corporate income tax in Romania 
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{ƻǳǊŎŜΥ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΣ 9ǳǊƻǎǘŀǘΣ aƛƴƛǎǘǊȅ ƻŦ tǳōƭƛŎ CƛƴŀƴŎŜΣ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ  

 

* Calculated as the ratio between "direct taxes paid by enterprises" (ESA code D.5R (S11+S12)) 

ŀƴŘ άƎǊƻǎǎ ƻǇŜǊŀǘƛƴƎ ǎǳǊǇƭǳǎ ŀƴŘ ƎǊƻǎǎ ƳƛȄŜŘ ƛƴŎƻƳŜϦ ό9{! ŎƻŘŜ .нDψ.оDύΦ  

** Computed as a ratio between the implicit and legal tax rate. 

The receipts from the personal income tax 

expressed in cash standards, in amount of 

22.73 billion lei, performed below 

expectations, being under the original 

budget estimates by about 414 million lei 

(-1.8%), but exceeding the revenues 

collected in 2012 by about 1.84 billion lei 

(+8.8%). The dynamics of this budgetary 

aggregate reflects an increase of 5% of the 

average gross wage in the economy, but 

also the increase of the average number of 

employees (1.7% compared to 2012), 

solely due to an increase in the number of 

jobs created by the private sector, while 

the number of public employees has 

remained relatively constant. 

 

Figure 9: Personal income tax, 2013 (billion lei) 

 
Source: Ministry of Public Finances 

Table 7: Taxation efficiency ς corporate tax income 

Country 

Legal corporate 
income tax (%) 

Implicit tax rate* 
Taxation efficiency 

index**  
Rank  

2011 2012 2013 2011 2012 2013 2011 2012 2013 2011 2012 2013 

BG 10.0 10.0 10.0 3.8 3.7 4.5 0.38 0.37 0.45 1 1 1 

CZ 19.0 19.0 19.0 7.0 7.0 7.0 0.37 0.37 0.37 2 2 2 

EE 21.0 21.0 21.0 3.0 3.5 4.4 0.14 0.17 0.21 8 9 6 

LV 15.0 15.0 15.0 2.8 3.2 3.3 0.19 0.21 0.22 7 5 3 

LT 15.0 15.0 15.0 1.6 2.6 2.7 0.11 0.17 0.18 10 8 8 

HU 20.6 20.6 20.6 2.9 3.3 3.6 0.14 0.16 0.17 9 10 9 

PL 19.0 19.0 19.0 4.1 4.1 0.0 0.22 0.22 NA 5 4 NA 

RO 16.0 16.0 16.0 3.4 3.1 3.2 0.21 0.19 0.20 6 7 7 

SI 20.0 20.0 17.0 4.8 3.6 3.6 0.24 0.20 0.21 4 6 5 

SK 19.0 19.0 23.0 4.8 4.6 4.9 0.25 0.24 0.21 3 3 4 
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{ƻǳǊŎŜΥ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

The dynamics of personal income tax revenue expressed in ESA95 standards (+5.5%) is lower 

than that in cash terms (+8.8%), also being inferior to that of the macroeconomic base, which is 

equivalent to a slight reduction in the collection efficiency. However, the level of this indicator 

remains quite high (0.97)13, the period 2008-2012 being characterized by a consistent 

improvement of the collection efficiency, the corporate income tax receipts and the wages 

have constantly advanced at a rate higher than that recorded by appropriate macroeconomic 

basis. The figures should be interpreted with some caution, given that in the recent years, the 

successive increases of salaries in nominal terms were not accompanied by a revision of the 

income tranches on which tax deductions are granted. Thus, a given dynamics of the gross 

wages can generate higher revenues from personal income tax, without being necessarily 

based on an increase in the efficiency of collection.  

 

 

 

                                                           
13 Compared to 2012 Fiscal Council`s Report it can be noticed for Romania a major change for the 

efficiency index value, by approximately 10 pp due to the downward revision of the data regarding the 

tax base - άŎƻƳǇŜƴǎŀǘƛƻƴ ƻŦ ŜƳǇƭƻȅŜŜǎέΦ 

Figure 10: Implicit tax rate and taxation efficiency index for personal income tax in Romania 
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{ƻǳǊŎŜΥ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΣ 9ǳǊƻǎǘŀǘΣ aƛƴƛǎǘǊȅ ƻŦ tǳōƭƛŎ CƛƴŀƴŎŜΣ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

 

* For countries with progressive taxation system (Slovakia - since 2013, Poland, Slovenia), the 

figure reported is the average tax rate (Slovakia, Poland - with two tax rates system) or central 

rate (in Slovenia - with three tax rates system).  

 ** Computed as the ratio between "revenues from direct tax paid by the population" and 

personal income tax base defined as gross wages from the national accounts from which social 

insurance contributions paid by employees were deducted. For the Czech Republic and Hungary, 

ǘƘŜ ǇŜǊǎƻƴŀƭ ƛƴŎƻƳŜ ǘŀȄ ōŀǎŜ ƛǎ άŎƻƳǇŜƴǎŀǘƛƻƴ ƻŦ ŜƳǇƭƻȅŜŜǎέΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ǎƻŎƛŀƭ ǎŜŎǳǊƛǘȅ 

contributions paid by employersΣ ƎƛǾŜƴ ǘƘŜ ǳǎŜ ƻŦ ǘƘŜ άǎǳǇŜǊ ƎǊƻǎǎƛƴƎέ ƛƴ ŎƻƳǇǳǘƛƴƎ ǘƘŜ 

personal income tax due.  

*** Computed as a ratio between implicit tax rate and legal tax rate.  

 

Compared with other countries in the region, Romania kept its second position in the sample14, 

with an efficiency index of 97% and an implicit tax rate of 15.6% (calculated as the ratio of 

direct taxes paid by households15 and gross wages from national accounts - including shadow 

                                                           
14 Data for Poland regarding gross wages from the national accounts in 2012 are not available yet. 
15 It includes other forms of taxes paid by the population ( as. tax on capital gains, interest income and 

pensions), not just wages. Unfortunately, there is no detailed data available on the types of taxes paid 

by the population in order to take into account only taxes on wages. This is the explanation for which 

the value of efficiency index may be higher than one (see for example Bulgaria in the period 2011-2012).  

Table 8: Taxation efficiency ς personal income  

Country 

Legal corporate 
income tax (%) 

Implicit tax rate** 
Taxation efficiency 

index ***  
Rank  

2011 2012 2013 2011 2012 2013 2011 2012 2013 2011 2012 2013 

BG 10.0 10.0 10.0 10.3 10.4 9.9 1.03 1.04 0.99 1 1 1 

CZ 15.0 15.0 15.0 8.8 8.8 9.1 0.59 0.58 0.61 10 10 7 

EE 21.0 21.0 21.0 15.6 15.9 16.0 0.74 0.76 0.76 5 7 5 

LV 25.0 25.0 24.0 19.6 19.9 19.4 0.78 0.80 0.81 4 4 4 

LT 15.0 15.0 15.0 12.6 12.7 12.8 0.84 0.85 0.86 3 3 3 

HU 16.0 16.0 16.0 11.7 12.7 12.0 0.73 0.79 0.75 6 5 6 

PL 25.0 25.0 25.0 18.3 19.0 NA 0.73 0.76 NA 7 6 NA 

RO 16.0 16.0 16.0 15.1 15.8 15.6 0.94 0.99 0.97 2 2 2 

SI 27.0 27.0 27.0 16.2 16.5 15.6 0.60 0.61 0.58 9 9 9 

SK 19.0 19.0 22.0 11.4 12.0 12.8 0.60 0.63 0.58 8 8 8 
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economy, for which social security contributions paid by employees were deducted from 

salaries).  

III.2.3 Social contributions 

The revenues from social contributions, 

amounting to 54.38 billion lei at the end 

of 2013 in cash standards, were 

approximately equal to the initial 

estimates (54.36 billion lei), while the 

impact of the compensation schemes 

implemented during the year was 31.1 

million lei, which was not included in the 

original budget. The receipts from social 

contributions recorded about the same 

level as the estimated projections for the 

second budget revision, noting an 

increase of 6.04% (without the impact of 

the compensation schemes) compared 

to the level registered at the end of 

2012. 

 

Figure 11: Social security contributions, 2013 
(billion lei) 

 
Source: Ministry of Public Finances 

The dynamics of the social contribution receipts in 2013 was negatively affected by the increase 

in the scheduled amounts transferred16 to the Second Pension Pillar, but also by the repayment 

of the amounts illegally collected from the retirees representing the health insurance 

contributions, as a result of the Constitutional Court's decision from April 201217. 

 

 

 

 

                                                           
16 The contribution rate to the private pension fund increases by 0.5 pp per year, starting on 1st January 

of each year so that in 2013 the share was 4%, compared to 3.5% in 2012 and 3% in 2011. 
17 The decision states that the health insurance contribution applies only to pension income exceeding 

740 lei, deducting this amount from the tax base. The Government decided to refund these amounts, 

withheld illegally as follows: for those detained during the period January-March 2011, the refund is 

made in equal monthly installments during the period June - August 2012; for amounts withheld in April 

2011 - April 2012, the return shall be made by 30 September 2013.  
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{ƻǳǊŎŜΥ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

 

Thus, if it is considered the unadjusted series, it appears that in 2013 the social contributions 

revenues, amounting to 58.26 billion lei, registered a favorable trend, exceeding revenues from 

2012 with about 4.25 billion lei (+ 7.86%).  

The revenue dynamics, expressed according to ESA95 standards (+5.12%), was lower than that 

of the relevant macroeconomic base (+6.98%), respectively the gross wages from the national 

accounts and the number of employees, which implies a decrease of the implicit tax rate and a 

deterioration of the taxation efficiency index (from 0.74 to 0.72). However, it may be noted that 

the implicit  rate of taxation corresponding to social contributions is at a higher level than in 

2010, before broadening the tax base (extended health insurance contributions base for 

pensions over 740 lei monthly, redefining the dependent activities and the introduction of 

social security contributions for the military personnel). 

 

 

 

 

 

 

 

 

 

                                                           
18 It is that contained in the budget execution. 

Table 9: Social security contributions (mil. lei)  

  Execution 2011 Execution 2012 Execution 2013 

Adjusted series18 1 50.637,3 51.658,3 54.378,9 

Swap 2 726,0 407,6 31,1 

Second Pension Pillar 3 1.976,2 2.501,3 3.125,2 

Amounts illegally withheld / 
refunded to retirees 

4 -1.051,3 262,8 788,5 

Gross series 5=1-2+3+4 50.836,1 54.014,8 58.261,5 
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{ƻǳǊŎŜΥ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

 

In comparison to other countries in the region19, Romania continues to be ranked on the eight 

position regarding the social contributions collection efficiency, the implicit tax rate being 

below the level registered in several countries that perceive a lower level of social security 

contributions. Thus, even if the aggregate statutory contribution rate ranks fourth in the region 

(after SlovakƛŀΣ ǘƘŜ /ȊŜŎƘ wŜǇǳōƭƛŎ ŀƴŘ IǳƴƎŀǊȅύΣ wƻƳŀƴƛŀΩǎ ƛƳǇƭƛŎƛǘ ǘŀȄ ǊŀǘŜ ƛǎ ŎƭƻǎŜ ǘƻ ǘƘŜ ƻƴŜ 

of Estonia, which occupies the penultimate place in the region, considering the statutory rate of 

social security contributions. An improvement in the taxation efficiency index to a level equal to 

the one from Estonia (the country ranked on the fourth position in relation to the taxation 

efficiency index) would have generated additional budget revenues of 13 billion lei 

(approximately 2.7% of GDP) in 2013.  

 

 

 

 

                                                           
19 There is no data available regarding the gross wages in the national accounts for Poland in 2013. 

Figure 12: The development of the implicit tax rate and taxation efficiency index for social 
security contributions in Romania 
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 {ƻǳǊŎŜΥ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΣ 9ǳǊƻǎǘŀǘΣ aƛƴƛǎǘǊȅ ƻŦ tǳōƭƛŎ CƛƴŀƴŎŜΣ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴ 

 

* Aggregate data for employer and employee. Where rates were changed during the year, 

weighted average was used.  

** Computed as the ratio between ϦŀŎǘǳŀƭ ǎƻŎƛŀƭ ŎƻƴǘǊƛōǳǘƛƻƴǎϦ όŎƻŘ 9{! 5Φсммύ ŀƴŘ άƎǊƻǎǎ 

wages and salaries" (cod ESA D11). For Romania, 2011 and 2012 the budget revenues include 

additional receipts due to implementation of compensation scheme for clearing arrears (+726 

million lei in 2011, +476 million lei in 2012 and +31.3 million lei in 2013).  

*** Computed as the ratio between implicit and legal tax rate.  

III.3. Budgetary expenditures 

The budgetary expenditures, without the compensation schemes (in amount of about 997 

million lei), have registered a relative slow rate of growth (+4.43% compared to the previous 

year), reaching 214.8 billion lei, mainly due to the decline of the expenditure funded from 

reimbursable funds by 46.2% compared to 2012, the reduction of subsidies with 15.9%, but also 

the decline of capital expenses with 6.65%. Also, the modest dynamics of social assistance 

expenditure (+2%) has contributed to the deceleration of total expenditure, taking into account 

the fact that this budgetary aggregate has a share of 32% in total. The expenditure that have 

registered a significant increase in 2013 compared to 2012 were personnel expenses (+13.5%), 

the expenses with goods and services (+12.5%), other expenses (+8.47%), but also those 

regarding the projects financed through post-accession EU funds (+5.87%). 

Table 10: Taxation efficiency ς social security contributions 

Country 
Legal tax rate for 

SSC* (%) 
Implicit tax rate** 

Taxation efficiency 
index***  

Rank  

  2011 2012 2013 2011 2012 2013 2011 2012 2013 2011 2012 2013 

BG 31.0 31.0 31.0 22.6 21.6 22.4 0.73 0.70 0.72 9 10 7 

CZ 45.3 45.3 45.3 47.8 47.6 48.5 1.06 1.05 1.07 1 1 1 

EE 37.2 37.2 36.0 34.6 33.1 31.7 0.93 0.89 0.88 3 3 4 

LV 35.1 35.1 35.1 24.9 24.6 22.9 0.71 0.70 0.65 10 9 9 

LT 40.1 40.1 40.1 35.9 35.5 35.0 0.89 0.89 0.87 4 5 5 

HU 44.5 47.0 47.0 36.4 36.2 35.9 0.82 0.77 0.76 7 7 6 

PL 37.6 39.6 39.6 36.3 39.4 NA 0.97 0.99 NA 2 2 NA 

RO 44.4 44.4 44.4 33.0 32.6 32.0 0.74 0.74 0.72 8 8 8 

SI 38.2 38.2 38.2 33.4 33.9 34.0 0.87 0.89 0.89 5 4 3 

SK 48.6 48.6 48.6 42.0 42.7 46.7 0.86 0.88 0.96 6 6 2 
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Source: Ministry of Public Finances  

Note: The amounts are without the compensation schemes. 

 

In 2013, the quarterly evolution of the general consolidated budget expenditures still indicates 

a spending acceleration in the last quarter of the year. Specifically, the total spending in Q4 

2013 reached 59.78 billion lei, by 17% higher than in the previous quarter, and approximately 

equal to Q4 2012. More than 80% of the spending hike in Q4 2012 was caused by the capital 

spending that increased by 110.4% compared to the previous quarter, the expenses regarding 

the projects financed through post-accession EU funds grew by 61.2%, but also those with 

goods and services which have increased with 17.6%; this increase includes the payments made 

as a result of the European Commission Directive no 7/2011 on combating late payments in 

commercial transactions, in amount of 1.2 billion in Q4 2013. The expenditure concentration in 

the last quarter highlights serious weaknesses in the budgetary programming process although 

the principle of prudence might partial justify the postponement of some expenditure until the 

projection regarding the budgetary revenue has a lower degree of uncertainty.  

 

 

 

 

 

 

 

 

Figure 13: Quarterly revenues of the general 
consolidated budget (mil. lei) 

Figure 14: Quarterly expenditured of the 
general consolidated budget (mil. lei) 
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III.3.1 Personnel and social assistance expenditure 

Compared to 2012, the personnel expenses increased by 5.5 billion lei, or by 13.5%. Of this 

increase, 10.5 pp are explained by the restoration of wages in the public sector, while 1.1 pp  

are due to the doubling of payments related to the obligations regarding the executory titles for 

certain categories of employees, the latter amounting to 900 million lei 2013. 

Following these increases, the average wage in the public sector reached 2,287 lei, 12% higher 

than in 2012 and approximately equal to that from the first half of 2010. 

 

 

 

 

 

 

 

 

The execution of personnel expenses has 

registered a level close to that considered 

in the draft budget for 2013. Initially, 

these have been estimated at a level of 

46.2 billion lei, the final amount being 

46.3 billion lei, respectively 7.37% of GDP. 

However, the ceiling considered for this 

category of expenditure, identical to the 

amount considered in the draft budget, 

has been exceeded by about 144 million 

lei, respectively by 0.3%, despite the fact 

that the average number of employees 

was slightly lower than was originally 

planned. 

Figure 15: Personnel expenditure, 2013 

(billion lei) 

 
Source: Ministry of Public Finances 
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{ƻǳǊŎŜΥ bŀǘƛƻƴŀƭ LƴǎǘƛǘǳǘŜ ƻŦ {ǘŀǘƛǎǘƛŎǎΣ CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

The public employment decreased by 215,903 workers (to 1.18 million employees) between 

end-2008 and December 2013 (Figure 17), after an increase of 165,600 persons recorded in the 

period 2005 ς 2008. The adjustment recorded in the period 2008 ς 2013 was due mainly to the 

introduction of the rule of "one new employee to 7 departures from the system" and took place 

at the level of local executive authorities20  (-88,487 persons), pre-university education (-37,481 

persons), health system (-25,626 persons), the Ministry of Internal Affairs (-10,694 persons), the 

Ministry of Public Finance (-7,842 persons) and the Ministry of Agriculture (-3708 persons). On 

the other hand, during the same period, increases were recorded in the General Secretariat of 

the Government (+3,121 persons), the Ministry of Justice (+2,327 persons), the Ministry of 

Labor (+1,734 persons) and the Ministry of Economy (+1,644 persons). 

In the initial budget for 2013, it was considered financing a maximum number of 1,187,000 jobs 

in the budgetary sector; the monthly average of occupied positions during the year was equal 

to 1,186,223 jobs, which signifies the framing in the initial limits.  

                                                           
20 It is possible that some of these reductions are reflected in service outsourcing, explained by the 

significant increase in spending on goods and services.  

 

Figure 16: Average gross earnings in the private and public sector in the period 2005-2013 
(lei/month) 
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The number of employees registered at the end of 2013 decreased compared to the similar 

period from the previous year with about 7,393 persons, mainly due to the reductions operated 

at the level of: the Ministry of Public Finances (-2,370 persons) and the local executive 

authorities (-1,149 persons). Meanwhile, the number of occupied positions increased at the 

Ministry of Regional Development and Public Administration (+857 persons), the Ministry of 

Justice (+538 persons) and the Ministry of National Defense (+258 persons). A special situation 

can be found at the Ministry of Health where the number of employees increased by 10,931 

people as a result of  the reorganization of the ministry and the subordinated institutions, while 

at the medical units, the occupied jobs were reduced by 13 236  persons. Thus, the latter 

change of the number of employees reflects mainly a personnel transfer. It should be noted 

ǘƘŀǘ ǎƛƴŎŜ нлмоΣ ǘƘŜ ǊǳƭŜ ƻŦ άм ƴŜǿ ŜƳǇƭƻȅŜŜ ǘƻ т ŘŜǇŀǊǘǳǊŜǎέ ǿŀǎ ǊŜǇƭŀŎŜŘ ōȅ ǘƘŜ ǊǳƭŜ м for 1, 

the staff policy regarding the budgetary system becoming more flexible, thus signaling the end 

of a rapid reduction in the number of employees. Besides, the average number of employees in 

the public sector in 2013 was only by 0.3% lower than last year. The reduction from the last 

years was operated only in a small extent based on qualitative criteria such as reducing staff 

where a surplus of workers is identified, while hiring new employees in the scarce arears based 

on cost standards rigorously defined. Thus, the adjustment seems to be the result of applying 

the rule of "1 for 7" given that most of the exits from the system were realized through 

voluntary departure or retirement. The abandonment of this rule is intended to reduce the 

adverse selection and to allow some changes in the staff structure. The Fiscal Council welcomes 

this approach, but notes that the new hiring operated in the deficient areas should consider 

keeping the total number of employees so that maintaining the wage bill previously approved. 

Source: Ministry of Public Finance  

Figure 17: The evolution of the public sector employment  
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/ƻƳǇŀǊŜŘ ǘƻ ƻǘƘŜǊ 9ǳǊƻǇŜŀƴ ŎƻǳƴǘǊƛŜǎΣ wƻƳŀƴƛŀΩǎ Ǉƻǎƛǘƛƻƴ ƛƴ ǘŜǊƳǎ ƻŦ ǘƘŜ ǿŀƎŜ ōƛƭƭ ƛƴ ǘƘŜ 

public sector as a percentage of the total revenues collected, has improved due to the fiscal 

consolidation measures undertaken since mid-2010. If in 2010, the wage bill as a share of total 

budgetary revenues placed Romania in the first half of the ranking, in 2013 ESA95 data revealed 

a better ranking for the country, but compared to the year 2012, Romania lost four positions in 

this ranking, due to the recovery of wages. Moreover, Romania registered a higher expenditure 

in relative terms compared to similar economies such as Hungary, the Czech Republic or 

Slovakia. 

 Source: Eurostat 

Figure 18: Wage bill as a share of total budget revenues in EU27 countries 

 

The social assistance expenditures 

registered a lower level in 2013 compared 

to the projections of the draft budget, 

being revised downward during both 

budgetary revisions. Estimated in the 

initial budget at a value of 70 billion lei, 

the level of social assistance expenditure, 

without the compensation schemes, was 

set at 68.4 billion lei, by 2.3% less than in 

the initial budget. Compared to 2012, the 

social assistance expenditure increased by 

2%, their share in GDP decreasing by 0.55 

pp, up to a level of 11%, in the context of a 

nominal GDP growth rate of 7.12%.  

Figure 19: Social assistance expenditure, 2013 
(billion lei) 

 

Source: Ministry of Public Finance 
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The social assistance expenditures have a significant share in the total budget expenditure 

and the structural problem of the public pension system deficit is not yet solved. Thus, 

pension expenses are unsustainable in relation to the contributions collected, even if some 

measures were undertaken in order to improve this shortcoming in the medium and long 

run21. 

Source: Ministry of Public Finances, cash standard data 

Note: Projections for the period 2014-2017 do not include the impact of SSC reduction for 

employers by 5 pp. 

Since 2009, the social security budget deficit has widened significantly to a peak of 12.8 billion 

lei in 2011, and the estimated trend for the subsequent years is to maintain it between 11.7 

and 13.3 billion lei. It is true that, in terms of expressing the deficit as a percentage of GDP, the 

projections indicate a decrease from 2.3% in 2011 to 1.7% in 2017, the fiscal effort in real terms 

being slightly reduced. The excessive increase of social security budget expenditures (+70.5% in  

2009 compared to 2007) has occurred in the context of a favorable dynamic receipts from 

contributions during the period preceding the financial crisis as a result of the economic boom, 

                                                           
21 The Law No. 263/2010 regarding the unitary system of public pensions modifies the indexation 

system, increases the standard retirement age and introduces more stringent criteria for early 

retirement. 

Figure 20: The evolution of revenues and expenditures of the social security budget without 
considering the reduction of SSC for employer by 5 pp  (billion lei) 
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and also anticipating to maintain this trend in the future. Unfortunately, a significant portion of 

the social contributions revenue rise has proven to be cyclical, further developments 

invalidating the optimistic forecasts that led to the significant increase of the pension point. 

Thus, the decision to increase certain permanent expenditures such as those related to 

pensions should take into account the trend of contributions revenues, as well as the forecasts 

regarding the employees-pensioners ratio. It also became evident the necessity of finding an 

indexing rule to ensure long term sustainability of social security budget instead of using the 

discretionary approach from the past. The new pension law should support in the long term this 

objective under the conditions of a legislative stability and a strict application of its provisions. 

Over the past two years, the social security budget deficit slightly improved, reaching a level of 

12.5 billion lei in 2012, respectively 11.7 billion lei in 2013. The reduction of the social security 

budget deficit by 0.83 billion lei in the last year was due to the security contributions advance 

by 2.15 billion lei, while the increase of pension expenditure amounted only 1.32 billion lei. 

Despite the improvements made previous year, on the medium and long term there are 

significant risks to the sustainability of the social security budget, and the appropriateness of 

any additional expenditure increases or contributions reductions should be analyzed only in the 

context of identifying alternative solutions to reduce the deficit, particularly by broadening the 

tax base. 

It is worth mentioning that, in the context of the implementation of the legislative proposal 

regarding the reduction of the social contribution rate for employer by 5 pp starting October, 1, 

2014, approved by the Parliament but not promulgated by the President, the deficit of the 

social security budget in 2015-2017 will increase by 7 billion lei, being estimated around 19 and 

21.1 billion lei, compared to maintaining the actual contribution rates. The estimated impact of 

this legislative measure in 2014 is equivalent to a loss in social security contributions revenue of 

1.11 billion lei.  

The financial situation of the pension system has deteriorated since 1990, the ratio between 

the number of contributors and number of pensioners falling substantially, from 2.3 employees 

to a pensioner in 1990 to only 0.83 employees to a pensioner in 2013, the number of state 

social insurance pensioners registering an increasing trend, while the number of employees had 

a decreasing trend, especially until 1999-2000. However, in recent years, the ratio has improved 

from 0.77 employees to a pensioner in 2010 to 0.83 employees to a pensioner at the end of the 

last year, but hovering below 0.88 in 2008.  

 

 



54 
 

 
Source: NIS 

A measure to improve the medium and long term financial situation of the social security 

budget is the new pension law (Law no. 263/2010 on the unified public pension system) 

through which it has been pursued a number of objectives aimed at correcting imbalances 

recorded by pension scheme: 

ü separating the evolution of the pension point from the evolution of the nominal22 wage, 

by indexing the pension point with 100% of the inflation rate, plus 50% (this percentage 

drops to 45% starting in 2021 and subsequently decreases by 5 percentage points per 

year until 2030, when it reaches 0%) of the real increase in gross average wages, 

realized during the previous year;  

ü integration in the unified public pension system of the persons belonging to special 

systems (military pensions), as well as of the persons who obtain income from liberal 

professions;  

                                                           
22 The value of a pension point was previously established by Law 19/2000 by updating it with at least 

the inflation rate, but the pension point value could not be less than 37.5% of the gross average wage 

used to the elaboration of the social security budget, starting the first of January 2008, respectively than 

45% of the gross average wage used to the elaboration of the social security budget, starting with the 

first of January 2009. 

Figure 21: The evolution of the number of pensioners versus the number of employees 
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ü introduction of more stringent requirements regarding the access to early pension and 

to disability pension;  

ü calculating all pensions based on the contribution principle, respectively in a direct 

correlation with the level of the income for which social security contributions were 

paid; 

ü increasing the retirement age due to increased life expectancy of the population and the 

gradual equalization ς until 2030 ς of the complete contribution period for women and 

men. 

Source: NIS 

In 2013, the average monthly pension was 805 lei, higher by 4.1% over the previous year, as a 

result of the pension point indexation by 3.8%23, respectively by 29.3 lei. Pensions paid from 

social insurance budget were situated at an average level of 809 lei, and those for farmers 

pensioners were on average 327 lei. However, military pensions reached a monthly average 

equal to 2,446 lei, 2% less than in 2012. Despite this reduction, it is worth noting that the 

average monthly pension corresponding to beneficiaries from defense system, public order and 

national security increased by approximately 30% during 2010-2012, after the recalculation 

according to Law no. 119/2010 and to Government Emergency Ordinance no. 1/2011 and in 

circumstances that the initial forecasts indicated a decrease of them after applying the principle 

of contribution. 

                                                           
23 The 3.76% increase of the pension point was determined based on the average inflation rate in 2011 

(3.33%) plus 0.43%, representing 50% of the real growth of the average gross wage from the same year. 

Figure 22: The evolution of the average pension (lei) 
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In the year 2013, Romania maintained its position from 2012 regarding the share of social 

security expenditures in total revenues, hovering in the second half of the EU member states 

ranking. However, this category of expenditure registered a significantly higher level than the 

social contributions collected. 

Source: EUROSTAT 

 

 

 

 

 

 

 

 

 

 

Figure 23: Social security expenditure as a share of total budgetary revenues in EU27 
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III.3.2. Goods and services expenditures 

Expenditures on goods and services were revised upwards during the first budget amendment 

(+2 billion lei), despite the fact that any increase in this expenditure chapter, after the approval 

of the budget law and without the reduction of the same amount in other budgetary 

expenditures, is prohibited by the Fiscal Responsibility Law no. 69/2010. Even if the clawback 

receipts, not included in the original budget, were used to finance additional expenses on goods 

and services, the size of the revision cannot be explained only by this factor. Instead, in the 

second budget amendment, the amount of goods and services expenditures was reassessed to 

38.5 billion lei (-0.74 billion lei compared to the first amendment). It is worth mentioning that 

both rectifications have taken into account the implementation of a swap scheme for clearing 

outstanding obligations to the budget (each amounting to 0.5 billion lei), but in the final 

execution were recorded only 0.3 billion lei related to these schemes. 

                                                           
24 Lǘ ǎǘŀǘŜǎ ǘƘŀǘ άŎƻƴǘǊŀŎǘǎ ōŜǘǿŜŜƴ ŦƛǊƳǎ ǎƘƻǳƭŘ ǇǊƻǾƛŘŜ ƭƛƳƛǘŜŘ ǇŀȅƳŜƴǘ ǘŜǊƳǎΣ ŀǎ ŀ ǊǳƭŜΣ ŀǘ сл ŎŀƭŜƴŘŀǊ 

ŘŀȅǎΦέ Lƴ ŀŘŘƛǘƛƻƴΣ ƛǘ ǎƘƻǳƭŘ ōŜ ǇǊƻǾƛŘŜŘ ǎǇŜŎƛŦƛŎ ǊǳƭŜǎ ǊŜƎŀǊŘƛƴƎ ǘƘŜ commercial transactions for the 

supply of goods and services by enterprises to public authorities, rules to establish, in particular, 

payment terms that do not normally exceed 30 calendar days, unless the contract expressly provides 

otherwise, which must be objectively justified by the nature or by the specific features of the contract, 

but not exceeding, in any case, 60 calendar days. 

The execution of goods and services 

expenditures net of the impact of 

compensation schemes registered a 

higher level than the one envisaged in 

the draft budget (+1 billion lei), 

exceeding by 4.4 billion lei also the 

level considered for the Fiscal Strategy 

for the period 2013-2015, respectively 

33.9 billion lei, while the 

corresponding Fiscal Strategy 

projections did not include the impact 

of implementing the EU Directive no. 

7/201124. Initially estimated at 37.3 

billion lei, the final value of this 

category of expenditure reached a 

level of 38.3 billion lei, (6.09% of GDP). 

Figure 24: Goods and services expenditures 2013 
(bln. lei) 

 
Source: Ministry of Public Finances 
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Moreover, the Fiscal Council drew attention in February 2013, in the opinion on the revised 

Fiscal Strategy for 2013-2015, to the fact that the amounts allocated to the chapter of goods 

and services expenditures through the draft budget are undersized, and there are significant 

risks to overcome them. The amount originally proposed was more difficult to comply with, 

given the impact of applying EU Directive no. 7/2011 on combating late payments in 

commercial transactions, the financial effort initially estimated being approximately 3.5 billion 

lei (0.54% of GDP). 

As in previous years, in 2013 the level of goods and services expenditures considered in the 

draft budget was exceeded during the year. Thus, the final execution of the goods and services 

expenses increased by 2.8% compared to the original projected level (however, the dynamic 

was lower than that of 7.2% in 2012, respectively 10.63% in 2011). The spending on goods and 

services rise on the occasion of the draft budget revisions was justified by accelerating the 

payments of arrears in the health sector, supported in part, on the revenue side of the budget, 

by the clawback tax, receipts that were not included in the draft budget. The Fiscal Council 

notes serious lacks in the budgetary programming, the credibility of initial estimates regarding 

the trajectory of this expenditure chapter being seriously affected by revisions operated during 

the year. 

Source: Ministry of Public Finances  

Compared to 2012, goods and services expenditures, net of impact of compensation schemes 

swaps, increased by 12.52% (+4.26 billion lei), increase that included also the payments made 

as a result of the application of EU Directive no. 7/2011 on combating late payments in 

commercial transactions. In the budget substantiation, these payments were estimated at 3.5 

billion lei, while the final execution registered a lower level (2.5 billion lei), with payments made 

in the second half of 2013 (1.37 billion lei in Q3 and 1.2 billion lei in Q4). Excluding the increase 

of goods and services expenditures caused by the application of EU Directive no 7/2011, this 

category of spending was higher by about 5%, this advance being lower than nominal GDP. It 

should be noted that the implementation of this measure had a significant, but temporary (one-

off) impact on the general consolidated budget, and the starting point for further analysis on 

Table 11: Evolution of goods and services expenditures in 2011-2013 (billion lei) 

  
Fiscal 

Strategy 
Initial 

budget 

First 
amendment 

(without 
swap) 

First 
compensation 

scheme 

Second 
amendment 

(without 
swap) 

Second 
compensation 

scheme 

Budget 
execution     
(without 
swap) 

Swap 
execution 

2011 28.54 28.62 29.32 - 29.98 0.13 31.64 0.13 

2012 31.26 31.74 32.78 0.25 33.18 0.50 34.04 0.41 

2013 33.88 37.25 39.27 0.50 38.52 1.00 38.30 0.28 
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the evolution of this spending category will be net of the impact of the application of EU 

Directive no 7/2011. 

Source: Ministry of Public Finances  

The trajectory recorded by goods and services expenditure reflect significant deficiencies in the 

budgetary programming, even though the increases operated during the year were partly 

justified by the acceleration of arrears payments in the health sector and were supported by 

the clawback tax receipts, not included in the draft budget. Starting with 2014, these revenues 

are included in the initial budget projection, fact that should contribute to the creation of 

premises for adequate dimensioning of goods and services expenses. Also, some progress has 

been made in recent years, considering that the final execution registered achievements 

increasingly closer to the original forecast. However, in the CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ƻǇƛƴƛƻƴΣ ƻƴ    

medium-term, the effectiveness of goods and services expenditures is not possible without very 

profound structural reforms, particularly in the health system, and without improving the 

public procurement system in general. 

Figure 25: The evolution of spending on goods and services during 2012Q1 ς 2013Q4 
(billion lei) 
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III.3.3. Public investment expenditures 

Investment expenses include, according to the budget classification, capital expenditures (non-

financial assets), projects funded by external post-accession grants, expenditure for 

reimbursable programs, capital transfers and other transfers related to investments. 

In the initial budget for 2013 it was intended to increase the share of EU funds absorption in 

total investment expenditures, respectively a substitution between capital expenditures 

(internal sources) and EU funds (external sources), a correct and welcomed approach in the 

opinion of the Fiscal Council. Adopting such a strategy could contribute to reducing the budget 

deficit, as investment spending should be supported by revenues from EU funds, and thus 

releasing own resources that could be used as resources for fiscal consolidation or other 

purposes.  

The initial plan to substitute capital expenditures with non-reimbursable European funds did 

not worked, investment spending being 5.4 billion lei lower that the amount provided in the 

proposed budget, mainly as a result of the failure of revenues from external post-accession 

funds by 3.3 billion lei (about 0.53% of GDP) compared to the original budget plan. 

 

 

 

 

Compared to the previous year, in 2013, 

public investment expenses, considering 

all budget chapters included in this 

category, decreased from 35.5 billion lei to 

31.6 billion lei in cash standards, the 

contraction in real terms being over 17% 

(respectively  from 6.05% of GDP to 5% of 

GDP). The reduction of investment 

spending continued as a manner of 

achieving short-term targets, but with 

possible negative effects on medium and 

long term.  

Figure 26: Investment expenditures  2013 
(bln.lei) 

 
Source: Ministry of Public Finances  
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The projects funded by external post-accession grants, although higher compared to 2012 (+0.8 

billion lei), had an evolution far below expectations, being significantly lower than both the 

level set by the initial budget (-3.3 billion lei) and the level programmed through the second 

budget revision (-2.6 billion lei). It is worth noting the unrealistic estimation was maintained on 

the occasion of the second budget amendment, operated at the end of October, given that 

operational results after 9 months (only 0.8% higher than those achieved in the first 9 months 

of 2012), indicated, unequivocally, the initial target failure by more than 2 billion lei. The 

estimates of the costs corresponding to the projects funded by external post-accession grants 

should be closely linked to developments of EU funds absorption, the revenues failure in 2013 

compared to the initial programming being about 3.31 billion lei or 0.53% of GDP. Expenditure 

for reimbursable programs, that have a very low share of total investment expenditure were 

situated at the level programmed through the second budget amendment, but represents only 

56% of the achievements of 2012. 

 

 

 

 

 

In 2013, capital expenditure, with a 

share of over 50% of total investment, 

were projected in the initial budget at a 

significant lower level (-1 billion lei) 

compared with actually spending in 

2012, within the intended context of 

substituting internal financing sources 

for investment with European funds. 

Final execution for 2013 registered a 

capital expenditures decrease by 

approximately 0.2 billion lei compared 

to initially programmed level (17.7 

billion lei, excluding the swap impact), 

but these expenses were higher than 

projections related to budget revisions 

(by +0.3 billion lei). 

Figure 27: Capital expenditures 2013 (bld. lei) 

 
Source: Ministry of Public Finances 
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Source: Ministry of Public Finances 

Over the last decade, Romania ranked first among EU member states from the perspective of 

public investment as a share of both GDP and total budgetary revenues, but the infrastructure 

quality places our country on the last position in the same group of countries, demonstrating 

the low efficiency of this expenditure category. According to the Global Competitiveness Report 

2013-2014, Romania is ranked on 106th position (out of 148 countries) in terms of overall 

quality of infrastructure, respectively on 145th position (out of 148 countries) regarding the 

quality of roads. 

 

Source: EUROSTAT, World Competitiveness Report 2013-2014 
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Figure 28: Projects funded by external post-
accession grants, 2013 (billion lei) 

Figure 29: Expenditure funded from 
reimbursable funds, 2013 (billion lei) 

  

Figure 30: Public investment expenditures and infrastructure quality  
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The poor management of public investment, the lack of a transparent system for prioritizing 

investment has been also noted in IMF25 and World Bank26 ŜȄǇŜǊǘǎΩ ǊŜǇƻǊǘǎΦ CƻƭƭƻǿƛƴƎ ǘƘŜǎŜ 

analyzes, recommendations have been made to the Romanian authorities for better 

prioritization of investment projects, and the Government has assumed several commitments 

through the letters of intent submitted to IMF within the precautionary financial assistance 

packages. These commitments have materialized, with a considerable delay, by adopting the 

GEO 8827/September 23th, 2013 and the Methodological Norms regarding the public investment 

projects prioritizing  in April 201428. 

The reform of public investment management was initiated in 2013 with the support of 

World Bank experts, in order to optimize the processes of budget planning and prioritization 

of public investments projects, as well as for increase the absorption of EU structural and 

cohesion funds. The main objectives were represented by harmonization of investment 

ǇǊƻƧŜŎǘǎ ǇƻǊǘŦƻƭƛƻǎ ŦƛƴŀƴŎŜŘ ōȅ ǇǳōƭƛŎ ŦǳƴŘǎ ǿƛǘƘ DƻǾŜǊƴƳŜƴǘΩǎ ƻōƧŜŎǘƛǾŜǎΣ ŀǎ ǿŜƭƭ ŀǎ 

financing with priority those public investment projects with major social and economic 

impact. In this regard, it was set up the Evaluation Unit of Public Investment within the MPF 

and it was attempted a pilot prioritization in budget execution in 2013, as well as in the 

programming budget for 2014. The normative act adopted in September 2013, subsequently 

supplemented with methodological norms, proposed to create the necessary legal 

framework for public investment prioritizing, by setting up measurable evaluation criteria, as 

well as the analysis of sustainability and affordability of new investments projects. This has 

mandatory application to investment projects whose value exceeds 100 million RON, and if 

appropriate to investments with a value between 30 and 100 million RON, being targeted the 

central and local public institutions, respectively the self-financed ones, state-owned 

companies, as well as the public-private partnerships. Prioritization criteria refer mainly to: 

project opportunity in the context of sectoral and national strategies; economic and social 

justification; financial affordability and sustainability; arrangements for implementation and 

implementation performance. 

                                                           
25 Reviews under the Stand-By Arrangement   
26 wŜǾƛǾƛƴƎ wƻƳŀƴƛŀΩǎ DǊƻǿǘƘ ŀƴŘ /ƻƴǾŜǊƎŜƴŎŜ /ƘŀƭƭŜƴƎŜǎ ŀƴŘ hǇǇƻǊǘǳƴƛǘƛŜǎ- A Country Economic 

Memorandum, World Bank, June 2013 
27 The Government Emergency Ordinance no. 88/2013 regarding the adoption of fiscal measures for the 

fulfillment of the commitments agreed with the international financial institutions, as well as for 

amending and supplementing certain normative acts. 
28 The Government Decision no 225/2014 for approving the Methodological Norms regarding the 

prioritization of public investment projects. 

Box 1: Reform of public investment management 
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International financial institutions (IMF, World Bank, Organization for Economic Cooperation 

and Development ς OECD) also perform analysis regarding the best practices in public 

investments. For example, in 2013 OECD published a comprehensive overview29 of best 

practices in the form of basic principles for an effective management of public investment 

derived from the experience of other OECD member states. Those 12 principles, structured on 3 

pillars, aim to counteract the undesirable effects of potential shortcomings in the investment 

process at national level, regarding the coordination, projection capacity ς implementation and 

legislative environment. 

Compared with the CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ нлмн wŜǇƻǊǘ Σ ƛǘ Ŏŀƴ ōŜ ŀǇǇǊŜŎƛŀǘŜŘ ǘƘŀǘ 

there have been made certain progresses towards creating the legal framework associated with 

the reform of public investment management by approving GEO 88/2013 and the related 

Norms, but achieving the intended benefits still remains a desideratum. The evaluation results 

should mandatory take into account a longer period, while the effects of the new legal 

                                                           
29 h9/5 όнлмоύΣ ά5ǊŀŦǘ h9/5 wŜŎƻƳƳŜƴŘŀǘƛƻƴ ƻƴ tǊƛƴŎƛǇƭŜǎ ŦƻǊ 9ŦŦŜŎǘƛǾŜ tǳōƭƛŎ Lnvestment ς A Shared 

Responsibility Across [ŜǾŜƭǎ ƻŦ DƻǾŜǊƴƳŜƴǘέ ǒƛ  h9/5 όнлмоύΣ LƴǾŜǎǘƛƴƎ ¢ƻƎŜǘƘŜǊΥ ²ƻǊƪƛƴƎ 9ŦŦŜŎǘƛǾŜƭȅ 

across Levels of Government. 

Box 2: Principles identified by OECD for an efficient management pf public investments, 
structured on 3 pillars 

Pillar I: co-ordinate public investment across all levels of government and policies: invest 

using an integrated strategy tailored to the different arrears; adopt effective instruments for 

coordinating across national and sub-national levels of government; coordinate horizontally 

among sub-national governments.  

Pillar II: strengthen capacities for public investment and promote policy learning at all levels 

of government: assess upfront the long-term impacts and risks of public investment; engage 

stakeholders throughout the investment cycle, mobilize private actors and financing 

institutions to diversify sources of funding and strengthen capacities, reinforce the expertise 

of public officials and institutions involved in public investment, focus on results and promote 

learning from experience. 

Pillar III: ensure a proper framework conditions for public investment at all levels of 

government: develop a fiscal framework adapted to the investment objectives pursued, 

require sound and transparent financial management at all levels of government, promote 

transparency and strategic use of public procurement at all levels of government, strive for 

quality and consistency in regulatory systems across levels of government. 
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framework have not materialized, Romania being in an initial stage regarding the reform of the 

public investment management and the adoption of good practices of the European level. 

III.3.4. The contingency reserve fund 

According to the Public Finance Law no. 500/2002, the contingency reserve fund at 

DƻǾŜǊƴƳŜƴǘΩǎ ŘƛǎǇƻǎŀƭ ƛǎ ŀƭƭƻŎŀǘŜŘ ǘƻ ƭƛƴŜ ŎǊŜŘƛǘ ƻŦŦƛŎŜǊǎ ŦǊƻƳ ǎǘŀǘŜ ƎƻǾŜǊƴƳŜƴǘ ŀƴŘ ƭƻŎŀƭ 

ƎƻǾŜǊƴƳŜƴǘǎΣ ōŀǎŜŘ ƻƴ DƻǾŜǊƴƳŜƴǘΩǎ ŘŜŎƛǎƛƻƴ ǘƻ ŦƛƴŀƴŎŜ ǳǊƎŜƴǘ ƻǊ ǳƴŦƻǊŜǎŜŜƴ ŜȄǇŜƴŘƛǘǳǊŜǎ 

incurred during the year. However, the law does not specify explicitly the categories of 

expenses that can be undertaken from the contingency reverse fund and it does not mention 

any limitations on the amount of allocations, thus providing space for discretionary and non-

transparent allocations.  

During the recent years, the Government issued a series of emergency ordinances that 

establish the uses of amounts from contingency reserve fund beyond the framework stated in 

the Public Finances Law no. 500/2002. Thus, according to the Government Emergency 

Ordinance no. 41/2013 for the establishment of some financial measures, it is stated that by 

derogation from the provisions of article 30 paragraph (2) of the Public Finance Law no. 

рллκнллнΣ ŦǊƻƳ ǘƘŜ ŎƻƴǘƛƴƎŜƴŎȅ ǊŜǎŜǊǾŜ ŦǳƴŘ ŀǘ DƻǾŜǊƴƳŜƴǘΩǎ ŘƛǎǇƻǎŀƭ ŎŜǊǘŀƛƴ ŀƳƻǳƴǘǎ Ŏŀƴ ōŜ 

allocated by Government decisions to pay arrears recorded by the hospitals subordinated to 

the central and local public administration authorities, but only until the end of 2013. 

Moreover, according to Government Emergency Ordinance no. 103/2013 for the establishment 

of some financial measures of public expenditures, by government decisions can be allocated 

amounts from the contingency reserve fund also to pay arrears related to local budgets, as well 

as to finance certain expenses resulting from the outstanding payment obligations that cannot 

be provided from the approved budget. It should be noted that in 2012, the Government used a 

similar derogation from the Public Finance Law, initiating an ordinance that provides the 

possibility for money allocation from the contingency reserve fund to settle the arrears. 

Although clearing the state outstanding payments towards the economic agents is an important 

element for improving their liquidity position and for promoting economic growth, the 

allocation of funds from the contingency reserve fund for this purpose can be justified only on 

the short term. In the medium term, the solution is to improve the budget programming 

process and to find viable solutions for eliminating the structural causes that led to the 

accumulation of arrears. 

Also, according to Government Emergency Ordinance no. 99/2013 regarding the revision of the 

state budget for 2013, by derogation from the provisions of article 30, paragraph (2) of Public 

Finances Law no. 500/2002, from the contingency reserve fund also can be allocated at the 
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DƻǾŜǊƴƳŜƴǘΩǎ ŘƛǎǇƻǎŀƭΣ ōŀǎŜŘ ƻƴ ƎƻǾŜǊƴƳŜƴǘ ŘŜŎƛǎƛƻƴǎΣ ŀƳƻǳƴǘǎ ǘƻ ǎǳǇǇƭŜƳŜƴǘ ǘƘŜ ōǳŘƎŜǘŀǊȅ 

expenditure of the Unique National Fund for Health Insurance in 2013. 

In addition, based on Emergency Ordinance no. 107/2013 for the establishment of fiscal 

measures, by derogation from the provisions of article 30, paragraphs (2) and (3) of Public 

Finances Law no. 500/2002, from contingency reserve fund can be allocated sums to finance 

certain capital expenditures of airport autonomous administrations with outstanding specificity 

of local importance, by increasing the transfers from the state budget to local budgets, 

provided in the Ministry of Transport budget, until December 31st, 2014. Also, based on 

Emergency Ordinance no. 107/2013, ŦǊƻƳ ǘƘŜ ŎƻƴǘƛƴƎŜƴŎȅ ǊŜǎŜǊǾŜ ŦǳƴŘ ŀǘ DƻǾŜǊƴƳŜƴǘΩǎ 

disposal, based on government decisions, can be allocated amounts to the Ministry of 

Education for state higher education institutions to pay enforceable titles having as object 

salary rights. 

It is noted ǘƘŜǊŜōȅ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ǊŜǇŜŀǘŜŘ ŀǇǇŜŀƭ ŦƻǊ ŜȄŜƳǇǘƛƻƴǎ ŦǊƻƳ ǇǳōƭƛŎ ŦƛƴŀƴŎŜǎ ƭŀǿ 

that establish uses of the contingency reserve fund that cannot be classified as urgent or 

unforeseen expenditures. Although the stock of arrears reduction or enforceable titles payment 

are valid objectives, they should be included in the draft budget or during budget revisions at 

corresponding expenditure items, and they should not affect the contingency reserve fund. 

The utility of a contingency reserve fund lies in the flexibility given to the Government in the 

annual budget execution, particularly for covering urgent or unforeseen expenditures. The 

opportunity of including a contingency reserve fund into the general budget is confirmed by the 

literature on budget programming, which also highlights the necessity of finding a balance 

regarding the dimension of such a fund. Thus, a too low level of the contingency reserve fund 

might be insufficient to cover unforeseen expenditures, while an oversized fund might grant 

too much poǿŜǊ ŦƻǊ ǘƘŜ ŀǳǘƘƻǊƛǘƛŜǎ ǘƻ ƳŀƪŜ ŜȄŎŜǎǎƛǾŜ ƻǳǘƭŀȅǎΣ ǿƛǘƘƻǳǘ ǘƘŜ tŀǊƭƛŀƳŜƴǘΩǎ 

approval.  

According to an IMF study30 on fiscal transparency, excessive use of the contingency reserve 

fund reduces fiscal transparency. Legal regulations in force at national level should specify clear 

and stringent conditions on accessing this fund, the nature of expenses that can be approved, 

as well as provisions requiring regular reports on the utilization of contingency reserve fund to 

the legislature and to the public. 

In the international practice31, national budgets include a contingency reserve fund whose level 

is limited, being usually between 1 and 3% of the total budgetary expenditure, the ceiling being 

                                                           
30 Manual on Fiscal Transparency (2007), International Monetary Fund, Fiscal Affairs Department. 
31

 Lŀƴ [ƛŜƴŜǊǘ όнлмлύΣ αwƻƭŜ ƻŦ ǘƘŜ [ŜƎƛǎƭŀǘǳǊŜ ƛƴ .ǳŘƎŜǘ tǊƻŎŜǎǎŜǎέΣ CƛǎŎŀƭ !ŦŦŀƛǊǎ 5ŜǇŀǊǘƳŜƴǘΣ LƴǘŜǊƴŀǘƛƻƴŀƭ 

Monetary Fund. 
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established by the national Parliaments, which are regularly informed by the Governments on 

the use of the fund, amount and destination of the spending funded from this source. Thus, in 

ǘƘŜ ¦YΣ ǘƘŜ ǳǘƛƭƛȊŀǘƛƻƴ ƻŦ ŎƻƴǘƛƴƎŜƴŎȅ ǊŜǎŜǊǾŜ ŦǳƴŘ ƛǎ ǊŜƎǳƭŀǘŜŘ ōȅ ǘƘŜ ¦ƴƛǘŜŘ YƛƴƎŘƻƳΩǎ 

Contingency Fund Act 1974, and its level is limited to 2% of public expenditures from the 

previous year. In Spain, there are explicitly defined the types of expenses that can be accessed 

from the contingency reserve fund, which include personnel costs, debt service, transfers and 

investment expenditures; the contingency reserve fund may not exceed 2% of total public 

expenditures. Also, in other European countries there are legislative provisions regarding the 

utilization of contingency reserve fund: in Sweden it is annually established a fixed sum for the 

expenses that can be accessed from this fund, in Denmark there is a law that regulates the 

access to the contingency reserve fund. Moreover, in the Nordic countries (Denmark, Sweden, 

Finland, Norway) there are explicitly defined the types of expenses that can be accessed from 

this fund, as well as the conditions regarding the ex-post reporting to Parliament32. 

In its public report for 2012, the Court of Accounts identified in the above mentioned report the 

following problems regarding the use of the reserve fund: the lack of clear and formalized 

criteria for classifying the expenditures that can be financed from the contingency reserve fund, 

the malfunctioning of internal control systems, the absence of control by the MPF to verify the 

achievement degree of the final objective provided in the law through which have been 

allocated. It was also noted that there were no significant changes in the conduct of the 

legislative process by which the funds are allocated, the distribution and utilization of the funds 

being made, as in previous period, by leaving to the discretion of the project initiators of 

Government decisions the evaluation and classification of the expenditures that are to be 

ŦƛƴŀƴŎŜŘ ŦǊƻƳ ǘƘŜǎŜ ŦǳƴŘǎΦ ¢ƘŜ /ƻǳǊǘ ƻŦ !ŎŎƻǳƴǘǎ ǊŜǇƻǊǘ ŎƻƴŎƭǳŘŜǎ ǘƘŀǘ άǘƘŜ contingency 

ǊŜǎŜǊǾŜ ŦǳƴŘ ŀǘ DƻǾŜǊƴƳŜƴǘΩǎ ŘƛǎǇƻǎŀƭ ǿŀǎ ƴƻǘ ǳǎŜŘ ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ŦƻǊ ǿƘƛŎƘ ƛǘ ǿŀǎ ŎǊŜŀǘŜŘ, 

which gave the possibility that, in certain situations, this fund to be used as a way to 

supplement the budgets of authorizing officers, without the need for allocations to be included 

ƛƴ ǘƘŜ ōǳŘƎŜǘ ŀƴŘ ŀǇǇǊƻǾŜŘ ōȅ tŀǊƭƛŀƳŜƴǘΦέ 

¢Ƙƛǎ ǊŜǇƻǊǘ ǎǘǳŘƛŜǎ ǘƘŜ ǳǎŜ ƻŦ ǘƘŜ ŎƻƴǘƛƴƎŜƴŎȅ ǊŜǎŜǊǾŜ ŦǳƴŘ ŀǘ DƻǾŜǊƴƳŜƴǘΩǎ ŘƛǎǇƻǎŀƭ ŘǳǊƛƴƎ 

нлмоΣ ōŀǎŜŘ ƻƴ DƻǾŜǊƴƳŜƴǘΩǎ ŘŜŎƛǎƛƻƴǎ ǇǳōƭƛǎƘŜŘ ƛƴ wƻƳŀƴƛŀΩǎ hŦŦƛŎƛŀƭ WƻǳǊƴŀƭ ǿƘƛŎƘ ŀƭƭocate 

amounts from the budget reserve fund to line credit officers and to specific destinations.  

 

 

 

                                                           
32

 OECD Journal on Budgeting Vol. 4 No. 3 (2004), The Legal Framework for Budget Systems ς An International 

Comparison. 
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Thus, during 2013, 950 million lei (0.4% of total expenditure) have been allocated from the 

contingency reserve fund, of which 800 million lei were allocated for the central administration 

and 150 million for local authorities). Compared to the previous year, the contingency reserve 

fund allocations were lower by 425 million lei, i.e. 30.95%, in the context of reduced amounts 

transferred to local authorities by 645 million lei and increased transfers to central 

administration by 219 million lei. 

Also, this year in can be noted an improvement in the budget programming process regarding 

the contingency reserve fund, as the amounts allocated, as well as the number of Government 

decisions promoted to use the resources from this fund for unforeseen expenses decreased. 

The amounts initially considered for the contingency reserve fund in 2013 totaled 

approximately 207 million lei, representing about 20% of the total amount spent in 2012 by 

allocations from this fund. This situation was possible as a result of the expansion of the reserve 

fund by canceling budgetary credits from some of the authorizing officers and allocating the 

money to this fund. This practice makes it more difficult to pursue the amounts spent from the 

contingency reserve fund and constitutes an additional argument concerning the discretionary 

nature of the formation and utilization of this fund. 

Considering the international best practice in the field and the Court of Accounts conclusions, 

the Fiscal Council reiterates the recommendation on the explicit identification of expenditure 

Figure 31: Total contingency reserve fund 
allocations (billion lei) 

Figure 32: Number of Government decisions 
regarding contingency reserve fund 

allocations 

 

Source: CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 

 

      Source: CƛǎŎŀƭ /ƻǳƴŎƛƭΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ 














































































































































































