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ECONOMIC DEVELOPMENTS AND KEY POLICY

CHALLENGES

Subdued economic growth amid
economic rebalancing and sizeable
fiscal consolidation measures

Romania has achieved rapid convergence
to EU income and productivity levels, but
economic growth has slowed markedly
recently. Since its EU accession, Romania has
increased its GDP per capita from 44% of the
EU average in 2007 to about 78% in 2024.
However, more recently, the strong post-
pandemic economic recovery, helped by loose
monetary  conditions and  government
spending, has resulted in a rapid increase of
the fiscal and current account deficits. The
increase in  macro-economic  imbalances
triggered a pronounced drop in investor
sentiment and forced the authorities to
implement in summer 2025 a significant
package of fiscal consolidation measures,
amounting to around 3.7% of GDP. This
reduced real GDP growth to less than 1% in
2025, a level notably lower than Romania’s
potential growth rate. With fiscal consolidation
policies still in place, the growth outlook for
2026 remains subdued, close to stagnation
(Graph 1.1). On the positive side, recent
measures have helped start a necessary
macroeconomic rebalancing: the government
deficit is likely to decline to around 6.2% of
GDP in 2026, external imbalances are
receding, and inflation is expected to gradually
converge to the National Bank of Romania
(NBR) target. This rebalancing should, if
sustained over time, create the conditions for
a continuation of real income convergence to
the EU average in the medium term.

Harmonised index of consumer prices
(HICP) inflation increased to a high of
8.6% at the end of 2025. This was mainly
due to policy measures such as the increase in

value added tax (VAT) rates and excises, and
the end of the cap on electricity prices. Core
inflation increased at a slower pace than HICP
inflation, also helped by slowing wage growth.
The current account deficit started receding
but remained at a high level of around 7.9%
of GDP in 2025. Its financing sources became
more robust, with almost half of financing
needs being covered by non-debt financial
inflows, including EU grants.

Graph 1.1: Inflation - real GDP growth and
contributions
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Labour demand has eased due to weak
economic activity leading to lower hiring
and employment rates. The employment
rate declined from 69.5% in 2024 to 69% in
2025. The unemployment rate increased
slightly above 6% in 2025, broadly in line with
EU peers. Weaker labour demand, high
inflation and fiscal consolidation have slowed
wage dynamics in Romania. In particular, the
public sector wage freeze has helped
moderate nominal wage growth, while still-
elevated inflation has weighed on real wages,
including in the private sector.

Real GDP growth is expected to broadly
stagnate at 0.1% in 2026 and to pick up



as of 2027. The ambitious fiscal
consolidation measures and still elevated
inflation are expected to lower real disposable
income and consumer spending in 2026. Public
spending is also forecast to decline. However,
the restoration of market confidence following
the adoption of the fiscal consolidation
packages is projected to support a recovery in
private investment. Total investment should
also benefit from the completion of large
projects funded under the recovery and
resilience plan (RRP). This is expected to
support a pick-up in real GDP growth to 2.3%
in 2027. Inflation is forecast to decline as of
the second half of 2026, which is expected to
support consumer spending and investment.
Nevertheless, the conflict in the Middle East
and its impact on energy prices have slowed
the disinflation process. Growth, however, may
fall short of current projections, given elevated
global geopolitical risks, rising domestic
political instability and uncertainty surrounding
the fiscal consolidation path, and
implementation of RRP investments.

Sizeable fiscal consolidation measures
have helped contain the budget deficit.
After reaching 9.3% of GDP in 2024, the
general government deficit fell to 7.9% of GDP
in 2025 and is expected to reach 6.2% of GDP
in 2026 and 5.8% in 2027. This was achieved
through two large consolidation packages
adopted in the second half of 2025 and
stronger spending control. Romania’s deficit
remains high and government debt, which
increased to 59.3% in 2025, is on the rise.
Debt is expected to exceed 60% of GDP in
2026 and continue rising in 2027.

The quality of public finances remains a
central issue. Romania has reduced the
government deficit through two large tax
reform packages. On the expenditure side, it
mainly relied on broad freezes in public wages
and pensions. Further progress in reducing
fiscal imbalances will be needed in the coming
years, through two main channels. First,
Romania needs to implement lasting structural
improvements in revenue collection. Romania
has the largest VAT and corporate income tax
(CIT) compliance gaps in the EU (around 30%
and 44%, respectively). It has committed, in
the context of the RRP, to a wide range of

measures that should, if fully implemented,
result in a meaningful increase in VAT
collection at unchanged VAT rates over the
coming years. Second, Romania needs to
improve the budget process to reverse the
tendency of overspending relative to budget
plans. Some progress was made in 2025, and
the 2026 budget seems to rely on credible
assumptions. Strict adherence to budget plans
over several years would foster predictability
and potentially generate large benefits for the
government’s financing costs.

Public investment increased to an
exceptionally high level in 2025, raising
questions about the quality,
prioritisation, and post-RRP sustainability
of public capital expenditure. Public
investment is projected to rise from 7.2% of
GDP in 2025 to 8% of GDP in 2026 in cash
terms. These levels are more than twice higher
than the EU average. While they may be
justified for 2026, when both RRP and
cohesion spending will operate at close to full
speed, they do not appear sustainable in the
medium term. In 2025, the authorities took
some steps to contain domestically financed
investment, including cancelling or postponing
projects and tightening the rules for national
programmes. Yet, the broader challenge
remains, in particular as regards public
investment by local administrations. In the
coming vyears, the authorities’ capacity to
better control and prioritise public investment
will be a key factor in the ability to correct
fiscal imbalances.

EU funding instruments provide
considerable resources to Romania. They
support investments and structural reforms to
increase competitiveness, environmental
sustainability, skills, social fairness and
security, while helping to address challenges
identified in the CSRs. Key instruments include
the Recovery and Resilience Facility (see Box
2) and Cohesion policy funds (see Box 3). In
addition, the Common Agricultural Policy (CAP)
provides Romania with an EU contribution of
EUR 15 billion under the CAP strategic plan for
2023-2027(Y), while EUR 162 million are

() Anoverview of Romania’'s formally approved strategy
to implement the EU’s common agricultural policy



allocated under the Common Fisheries Policy
(CFP). A further EUR 4679 million are
available under the Asylum, Migration and
Integration Fund (AMIF), together with the
Border Management and Visa Instrument
(BMVI) and the Internal Security Fund (ISF).
Other EU programmes also  support
competitiveness in Romania, for instance
through open calls under Horizon Europe and
the Connecting Europe Facility.

Macroeconomic challenges

Romania continues to face vulnerabilities
related to large fiscal and external
deficits, despite some improvement in
2025. The Commission undertook an in-depth
review of the Romanian economy as part of
the (3). That review highlighted that in addition
to large fiscal and external deficits, borrowing
costs for the sovereign remained elevated, and
Romania’s sovereign credit rating was just at
investment grade. At the same time, it noted
that inflation remains high, while unit labour
cost growth has slowed markedly from the
very high rates recorded in previous years. It
also stressed that the bold fiscal consolidation
packages adopted in 2025 were an important
step in addressing Romania’s vulnerabilities,
while the current policy stance needs to be
maintained.

Romania’s high government deficit has
been a key driver of the large external
deficits and borrowing needs. The bold
fiscal consolidation packages adopted in 2025
was a first and important step in addressing
Romania’s vulnerabilities, but the current
policy stance needs to be maintained (Graph
1.2). Without pursuing fiscal consolidation in
line with the excessive deficit procedure (EDP)
recommendations, complemented by prudent
income policies and ambitious structural
reforms, Romania remains exposed to weak

nationally can be found at
https://agriculture.ec.europa.eu/cap-my-country/cap-
strategic-plans/romania_en

() SWD(2026) 141 final and European Economy
Institutional Paper 338, May 2026.

credit ratings and adverse changes in investor
sentiment.

Graph 1.2: Current account and structural
government balance
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Climate change is increasingly exposing
Romania to economic and fiscal risks.
Romania is highly vulnerable to droughts and
floods, with climate-related impacts already
affecting  agriculture, water  resources,
infrastructure, energy and health, while the
number of extreme flood events rose from 94
in 2010 to 215 in 2022. These risks are
compounded by a very low level of climate
insurance protection, as 1% of weather and
climate-related losses in Romania are
privately insured. This may increase contingent
liabilities for the public sector (3).

Defence spending is set to rise over the
medium-term and will have to be
embedded in a fiscal strategy respecting
fiscal consolidation needs and efficient
public spending. Defence expenditure is
projected to increase from 1.5% of GDP in
2025 to 1.8% of GDP in 2027, supported by
loans under the SAFE programme. Following
the Commission’s positive assessment of
Romania’s national defence investment plan,
the Council adopted a decision on financial
assistance available to Romania through the

(®) European Environment Agency, Economic losses from
weather- and climate-related extremes in Europe:
Indicators, 2025.



https://agriculture.ec.europa.eu/cap-my-country/cap-strategic-plans/romania_en
https://agriculture.ec.europa.eu/cap-my-country/cap-strategic-plans/romania_en
https://economy-finance.ec.europa.eu/document/download/8bc870b3-2408-4ed3-bfcb-935fcf13047b_en?filename=ip338_en.pdf
https://economy-finance.ec.europa.eu/document/download/8bc870b3-2408-4ed3-bfcb-935fcf13047b_en?filename=ip338_en.pdf
https://www.eea.europa.eu/en/analysis/indicators/economic-losses-from-climate-related
https://www.eea.europa.eu/en/analysis/indicators/economic-losses-from-climate-related
https://www.eea.europa.eu/en/analysis/indicators/economic-losses-from-climate-related

Security Action for Europe Instrument, for an
amount of up to EUR 16.7 billion in loans
under highly favourable terms. This should
ease near-term financing constraints for
military procurement. Even so, higher defence
spending will have to be anchored in a credible
medium-term budget strategy and in stronger
expenditure prioritisation. In practice, this
means leaving room for priority defence
investment while improving the quality of
other public spending and avoiding further
fiscal slippage in domestically financed
programmes.

growth and job creation. Moreover, the three
regions bordering Ukraine (North-West, North-
East and South-East) face additional
challenges, including an influx of displaced
persons, disruptions in trade, security concerns,
and a deterioration in the housing stock,
healthcare system, and social services. While
investments undertaken in the context of
cohesion policy and the RRP should, over time,
contribute to reducing these regional
disparities, they remain a major policy
challenge for the authorities.

UN Sustainable Development Goals (SDGs)

Romania has made progress across almost all SDGs, but it is still below the EU average
for most of them (Annex 17). Out of the 16 goals measured, status is better than EU
average for 2 SDGs. These relate to affordable and clean energy (SDG 7) and life on
water (SDG 14). On SDGs related to competitiveness, Romania is improving on decent
work and economic growth (SDG 8), as well as quality education (SDG 4), even
though the percentage of adults with basic digital skills is significantly lower than the
EU average. However, industry, innovation, and infrastructure (SDG 9) remains a
major challenge. SDGs related to sustainability are improving, except zero hunger (SDG
2) and life on land (SDG 15). Despite overall progress on social fairness-related SDGs,
the country still falls short on no poverty (SDG 1) and gender equality (SDG 5).
Positive trends in macroeconomic stability-related goals (SDGs 8, 16, 17) have been
registered, notably increasing GDP per capita. However, challenges remain regarding
institutional trust and perceptions of corruption.

Despite Romania’s strong convergence
with the EU, large regional economic and
social disparities remain. The significant
gap in terms of GDP per capita between the
capital and the rest of the country reflects
differences in labour productivity and
accumulated investment, in particular foreign
direct investment (FDI). In 2022, labour
productivity (GDP per hour worked) in Romania
was 70% of the EU average, but in the capital
region it was significantly above the EU
average, at 130%. The poorest Nord-East
region lagged behind considerably at 409%.
These regional disparities have led to a
divergence in income and inequality across the
country. They have also exacerbated
demographic challenges related to population
migration and decline. Significant gaps in the
transportation networks, both road and
railways, have contributed to the regional
disparities in investment, innovation, economic

Key competitiveness policy
challenges

Romania’s transition to a more
productive growth model is still
hampered by significant competitiveness
bottlenecks. So far, the country’s economic
catching-up has largely relied on lower labour
costs and technological progress driven by
foreign investment. Going forward, faster
productivity growth would require broader
domestic investments in innovation and
technologies, in particular in small to medium-
sized enterprises (SMEs), in order to go up
further in EU value chains. It will also be
important to improve administrative capacity.
Recurring delays in the implementation of
major EU programmes, including the RRP, are



a clear symptom of the insufficient agility and
efficiency of the public administration to plan,
organise and implement complex policy
projects.

Despite a relatively high investment-to-
GDP ratio, business investment has
stagnated in recent years, and innovation
performance has remained weak. The
latter is undermined by low R&D intensity, in
both the private and public sector, and a
fragmented institutional set-up (Section 2).
Productivity growth and innovation are
hampered by low numbers of tertiary
graduates, a shortage of qualified workers and
researchers, and overall insufficient skills
(Section 3). The adoption of digital
technologies by firms has improved, but it
remains below the EU average, and the
diffusion of more advanced digital tools is still
uneven (Section 2).

Romania has a strong foothold in specific
higher-value-added manufacturing
activities, but there is large scope for
further diversification. The country has
reached a mid-level position in global value
chains, in particular in automotive and
industrial equipment. Still, the share of
industrial activity in GDP has declined steadily
over the last decade, particularly in energy and
labour-intensive sectors, where both labour
and energy costs went up. While efforts to
deploy clean energy and decarbonisation could
support lower energy prices (Section 4), further
reforms are necessary to strengthen other
economic sectors with high value-added and
innovative potential, such as information and
communication technology (ICT), which have
been growing steadily and could allow
Romania to diversify its economy.

Key achievements of the Recovery and Resilience Plan

The RRP of Romania represents a total envelope of EUR 21.4 billion, corresponding to 6.6%
of GDP, aimed at supporting reforms and investments contributing to the green and digital

transitions, strengthening economic

resilience,

and addressing long-standing structural

challenges identified in the European Semester.

As of May 2026, EUR 10.7 billion (around 50% of the total allocation) had been disbursed to
Romania following the satisfactory fulfilment of 144 milestones and targets, of which EUR
4.3 billion in loans. Implementation has progressed, with a growing number of reforms and
investments already completed and delivering tangible results.

Highlights and impact of the plan

f
f

Reform of the public pension system implemented in 2023 to ensure fiscal sustainability.

Decarbonisation legislation adopting the 2023 deadline for the phase-out of coal/lignite
electricity production entered into force in 2023.

Digitalisation of the Romanian Tax Administration (ANAF), a digital and remote service
model for interaction between taxpayers and the tax authorities, since 2022.

Improvement and extension of social services for children, persons with disabilities and
elderly (expected).

Digitalisation of higher education to transform teaching, learning and administrative
processes in at least 60 Romanian universities (expected).

Reform on preventing and reducing early school leaving, including a warning
mechanism, adopted in 2021, and investments in schools with high risk of dropout
(expected).

Renovation of a large number of public and private buildings to improve energy efficiency
(expected).



The business environment would benefit
from less regulation, legislative and tax
predictability and a more efficient public
administration. Following the recent
implementation of major RRP reforms in the
areas of pensions and taxation, strict
implementation of their provisions and
refraining from additional initiatives in the
coming years is important, to avoid backsliding
or creating unnecessary policy uncertainty.
Instead, policy attention and action could focus
on improving state-owned enterprises (SOEs)
corporate governance and further reforming
the public procurement system, with a view to
improving competition. SMEs still rely mainly
on the domestic market, and do not take full
benefit of the EU Single Market, limiting scope
to grow and innovate. Barriers persist in the
provision of cross-border services. Access to
finance remains a constraint for many
companies, especially SMEs and start-ups, and
non-bank  financial intermediaries are
developing only slowly. Supplementary
pensions (relying mostly on individual savings)
play a limited role in the provision of
retirement income, with low coverage and
limited financial depth (Section 2 and Section
6).



Contribution of Cohesion Policy Funds

EU cohesion policy funding supports Romania’s efforts to increase convergence and
competitiveness, environmental sustainability, skills and social fairness. In 2021-2027, EU
cohesion policy funds (*) are providing EUR 30.9 billion (amounting to EUR 42.0 billion with national co-
financing) or 8% of 2024 GDP of Romania. This makes cohesion policy one of the main sources of public
investment in the country. The value of selected projects corresponds to 94.3% of the total allocation as of
March 2026, with additional calls for projects in the pipeline.

I Innovation, business environment and productivity: Approximately EUR 4.35 billion from the
ERDF is allocated to boost research, innovation, and SMEs competitiveness in Romania, with roughly
5 000 SME projects already approved. Additionally, EUR 1.2 billion from the Just Transition Fund (JTF)
is dedicated to support the economic diversification and competitiveness of regions most affected by
the transition away from carbon-intensive activities.

1 Decarbonisation, energy affordability and sustainability: EUR 8.3 billion from ERDF, CF and JTF
is dedicated to green transition projects including investments in sustainable transport, wastewater
treatment, flood risk prevention, waste management systems, and circular economy infrastructure.
Across all programmes, EUR 1.4 billion is supporting energy efficiency measures. Projects to improve
the energy performance of over 38 000 dwellings have already been selected for funding.

1 Skills, quality jobs and social fairness: Over EUR 1.6 billion is allocated to modernise labour
market institutions and strengthen social dialogue, increase accessibility and labour market
participation. EUR 1.55 billion is being invested to build a quality, inclusive early childhood and care
system, reduce early school leaving, ensure quality education for all, strengthen the relevance of
vocational education and training (VET) and promote life-long learning. EUR 1.76 billion is dedicated to
fostering social inclusion by improving social services, including integrated community services for at
least 450 000 vulnerable people particularly in rural and marginalised communities, and to supporting
the European Child Guarantee. More than EUR 1 billion is allocated for material support to at least 1.8
million deprived persons. EUR 514 million is dedicated to improving the quality of primary and
community healthcare and outpatient services and to strengthening prevention.

The mid-term review - a formal assessment process required under the Common Provision Regulation
aimed to assess the implementation programmes and, where necessary, propose adjustments to improve
their performance, ensure their relevance in light of new and emerging needs and keep them aligned with
other EU policies - strengthened cohesion policy’s contribution to emerging strategic priorities, reallocating
nearly EUR 2.8 billion to such priorities. Over half of these reallocations go towards boosting
competitiveness (EUR 1.5 billion), including the development of critical Strategic Technologies for Europe
Platform (STEP) technologies (EUR 1.07 billion) and the promotion of specialised skills in key sectors. The
mid-term review also bolstered support for defence and civil preparedness, with EUR 500 million allocated
to military mobility though improvements to railway infrastructure and TEN-T corridors, with a focus on the
North-East border region. An additional EUR 276 million was earmarked for dual-use hospital infrastructure
and EUR 100 million for strengthening industrial capacities for the promotion of defence
capabilities, with a prioritisation of dual-use capabilities. Also, EUR 28 million were
reprogrammed for the development of resilient defence infrastructure, with priority given to
dual-use infrastructure, in Bucharest Ilfov region. EUR 207 million was allocated towards the
development of social housing infrastructure in Romania, and a further EUR 200 million towards the
construction and modernisation of wastewater treatment facilities. In addition to cohesion policy funding,
Romania will be allocated up to EUR 6 billion under the Social Climate Fund for the 2026-2032 period to
help mitigate the social impact of the new emissions trading system (ETS2), providing targeted support to
vulnerable households and small businesses.

(") ERDF, ESF+, CF and JTF.



INNOVATION, BUSINESS ENVIRONMENT AND

PRODUCTIVITY

In 2025, Romania received country-
specific recommendations (CSRs) on
improving the quality and effectiveness
of public administration and on
addressing skills shortages, while
improving the preparation, prioritisation
and delivery of public investment
projects and promoting private
investment. Since then, some measures have
been implemented, particularly under the RRP
and in selected areas such as administrative
simplification, skills, access to finance and
support for innovation, but progress has
remained uneven and large gaps persist.

Romania has made substantial progress
in economic convergence over the past
decades, but to advance further, Romania
needs to address long-standing
productivity gaps. Real labour productivity
per hour worked grew on average by about
4.5% per year from 2015 to 2019 but slowed
markedly to around 2% per year from 2020 to
2025. Productivity growth has largely been
driven by ICT and mostly by foreign-owned
manufacturing  clusters in  automotive,
pharmaceuticals and chemicals, electronics
and aviation components, in a small group of
urban centres. Since the pandemic, momentum
in industry and services has weakened. (Graph
2.1). Productivity growth and diffusion of
innovation in the economy are being held back
by the structure of the business sector, which
is dominated by a large number of SMEs.
These firms operate mainly on the domestic
market and have limited access to skilled staff
and financial capacity to adopt advanced
technologies or scale up (Graph 2.2).

Graph 2.1: Real labour productivity growth per
hour worked
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Romania’s growth model would benefit
from broadening its base beyond some
core sectors, advancing further towards
higher value-added activities and
integration into European value chains.
Industrial activities remain an important driver
of exports, innovation and productivity, but
they have come under strong competitive
pressure due to high energy costs, rising
labour costs and weaker external demand.
While addressing competitiveness bottlenecks
in these areas remains important, the next
phase of Romania’s productivity convergence
would benefit from focusing especially on
knowledge-based  services and  SMEs.
Accelerating structural reforms to improve the
business environment and the quality of public
services, deepening access to finance,
increasing the supply of scientific and
managerial skills, and improving the public
research system while strengthening linkages
between research and business, are
prerequisites for  further productivity
improvements.



Graph 2.2: Trade by firm ownership type
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Boosting innovation

Closing the innovation gap is key to
strengthening productivity growth. The
country is classified as an emerging innovator
and ranks last in the EU in the 2025 European
Innovation Scoreboard, at 37.7% of the EU
average. R&D intensity stood at about 0.5% of
GDP in 2024, far below the EU average of
2.2%, with both public and business
expenditure among the lowest in the EU. Public
R&D expenditure remains underfunded and
institutionally fragmented. Reforms under the
RRP seek to improve coordination and long-
term planning within the public research
system, make researchers’ careers more
merit-based, and increase  cooperation
between the academic and business sectors.
However, implementation remains incomplete,
and the effect on research performance will
depend on continued stable funding and
effective institutional follow-through.

Private innovation performance is also
weaker compared with the rest of the EU.
Business expenditure on R&D stood at 0.29%
of GDP in 2024, far below the EU average,
while the share of innovative firms remains
low. From 2020 to 2022, only 8.8% of
Romanian firms introduced product or process
innovations, against 51.4% in the EU. The
2025 C(SRs called for promoting private
investment. Romania has taken some steps,
such as revising R&D tax incentives and
making greater use of cohesion policy funding

to support innovation, public-private
collaboration, and strategic technologies under
STEP. Yet the overall policy mix still lacks
continuity, coordination and scale.

A shortage of skilled workers and skills
mismatches continue to weigh on
productivity and innovation. The share of
25-to-34-year-olds with tertiary education
increased only slightly, to 23.2%, in 2024, still
the lowest in the EU and far below the EU
average of 44.1%. Romania’s research
workforce remains relatively small and in
2024 was less concentrated in firms
compared with the rest of the EU. In 2024,
only 37.9% of researchers worked in the
business enterprise sector, against 57% in the
EU. More broadly, structural transformation
towards higher-skill activities has been weaker
than in much of the EU. According to the
OECD, employment has shifted from
agriculture primarily to services, but the
increase in high-skilled jobs was only 1.7
percentage points between 2008 and 20169,
against 3.5 percentage points in the EU, while
the share of low-skilled jobs rose by 3.6
percentage points (°).

Romania has a relatively high share of
tertiary students enrolled in STEM fields
and a sizeable pool of ICT graduates, but
these strengths are not yet translating
fully into innovation performance, digital
uptake by firms, or employment of ICT
specialists. Low overall tertiary attainment
means the absolute supply of highly skilled
graduates for innovative firms remains
limited. Poor working conditions and weak
career prospects for researchers also make it
difficult to retain talent in the country. A new
law on the status of R&D staff aims to
improve research careers, though
implementation and stable financing matter
more than new formal commitments.

{°) OECD, Reviews of Labour Market and Social Policies:
Romania, 2025.



Increasing the adoption of digital
technologies

Broad-based use of digital technologies
by Romanian firms could support
productivity. In 2025 around 44% of
Romanian SMEs reached at least basic digital
intensity (6). This represents a significant
improvement compared to 2023, when such
share was less than 27%, but it still remains
among the lowest in the EU (’). Romania also
lags behind on the more productivity-
enhancing uses of digital technology. The
share of SMEs with high or very high digital
intensity stood at 21.79%, significantly below
the EU average of 32.7%, while the take-up of
advanced tools such as Al, cloud, and data
analytics remains weaker than in most
Member States (8).

Romania has strong basic digital
connectivity, but wider adoption and
effective use of digital technologies could
bring broader productivity gains across
the business sector. Romania remains an EU
leader in fibre coverage, including in rural
areas, but 5G coverage remains below the EU
average. The remaining constraints appear to
stem from spreading advanced digital
technologies more widely across firms and
translating the digital uptake into productive
and innovative uses. Measures under the RRP,
the cohesion policy funds, and the European
Digital Innovation Hubs support the wider
adoption and more effective use of digital

(®) The digital intensity index (DIl) is a composite indicator,
which measures the use of different technologies by
firms, with the aim of assessing the extent to which EU
firms are digitalised.

(’) Eurostat, DI, SMEs with at least basic digital intensity,
2025 data.

() This is broadly in line with findings in the 2025 EIB
Investment Survey, which suggests that Romanian firms
are now broadly in line with the EU average in the use
of multiple advanced digital technologies, with 48% of
firms reporting adoption. At the same time, Romania
still appears weaker on some frontier uses. About 30%
of firms report systematic use of generative Al to
improve processes, below the EU average of 37%.

technologies by firms. Progress has also been
made in developing integrated digital
platforms for public services dedicated to
businesses, particularly in areas such as
licensing, authorisations and certifications, in
order to streamline procedures and reduce
administrative burden.

Industry and economic security

Romania’s industrial base remains
important for innovation, productivity
growth and exports, but it faces stronger
competitive pressures. The share of
industry decreased from close to 25% of GDP
in 2015 to just below 17% in 2025. Industry
still accounts for a large share of exports and
much of Romania’s more complex production,
in particular in the automotive sector (°). Yet,
momentum has weakened, amid high energy
prices, rapid labour cost increases and weak
external demand from traditional partners.
Total industrial output declined by 0.9% in
2025. Energy-intensive sectors such as basic
metals and chemicals recorded some of the
largest declines in production relative to 2021.
Similarly, large increases in the minimum
wage in recent years have had a negative
effect on labour-intensive manufacturing, such
as textiles and clothing, wood products, and
furniture. These challenges underscore the
need to improve the policy framework with a
view to incentivising industrial companies to
accelerate investments in modern
technologies, innovation and digitalisation. This
will strengthen their competitiveness and help
them weather the green transition. Romania
also needs to upgrade conditions for a wider
and deeper technology adoption, not only in
industry but also in knowledge-intensive
services, such as IT and software
development, engineering and business design.

(°) The automotive sector accounts for roughly one third of
goads exparts and continues to have one of the highest
employment weights in manufacturing in the EU, with
direct automotive jobs representing 14.5% of
manufacturing employment in 2024,



Over time, the Romanian industry has
become more specialised in complex
manufacturing activities. Nonetheless,
broad challenges remain in increasing the
domestic value added and moving further up
the value chain. A study by the National Bank
of Romania found that specialisation has
improved, allowing the economy to produce
and export a larger range of high-value-added
goods. The composition of exports, too, has
improved as the share of high technological
intensity goods has risen (). The 2025
Regional Innovation Scoreboard shows that
exports of medium- and high-technology
products are among Romania’s relatively
stronger regional innovation indicators with
several regions recording marked gains since
2023 (11). However, Romania’s manufacturing
is still split between, on the one hand, foreign-
owned manufacturing clusters and a few
dynamic urban service centres and, on the
other, a large base of smaller, domestically
focused firms with weaker capacity to scale
up, adopt and use new technologies. This is
one reason why strong performance in a few
sectors has not translated into broader
productivity gains across the economy.

A larger role for knowledge-intensive
services in the next phase of convergence
would be beneficial. Services account for
around 62% of GDP, but much of the sector
remains concentrated in lower productivity,
non-tradable activities such as retail, transport
and construction. Knowledge-intensive, export-
oriented services, especially ICT, have
increased in recent years, from 5% in 2015 to
7.1% in 2025, though they still represent only
a relatively small share of GDP. The 2025
Digital Decade report shows that 6.9% of all
post-secondary education graduates are ICT
specialists, putting Romania among the EU’s
leaders. The ICT sector has weathered recent
competitive pressures relatively well, despite
volatile external demand and increases in
taxation, but it needs to adapt to rapid market
changes triggered by the Al revolution.

(19 National Bank of Romania, European Romania:
Developments, Progress, Challenges, 2025.

(1) European Commission, Regional Innovation Scoreboard
2025: Regional Profile Romania.

Business environment

Business dynamism is relatively weak, in
particular for SMEs, with negative effects
on productivity. SME productivity is lower in
comparison with the rest of the EU and the
productivity gap between SMEs and large
firms is wide. Small firms account for a large
share of employment, while generating low
value added per worker. In 2024, value added
per person employed in Romanian SMEs stood
at roughly half of the EU average, while value
added per person employed in large firms was
around 40% higher than in SMEs. This reflects,
in part, the structure of the business sector,
which is dominated by small, poorly
capitalised firms which are insufficiently
integrated into higher-value-added activities.
Firms’ market exit rates are slightly below the
EU average, pointing to weaker resource
reallocation, while the insolvency framework
still appears slow and insufficiently geared
towards early intervention and restructuring.

Institutional weaknesses continue to
weigh on the business environment.
Although the 2025 CSRs highlighted the need
for better legislative predictability and quality,
repeated significant changes in tax rules,
extensive use of emergency ordinances, short
legislative preparation periods, and weak use
of impact assessments continue to affect
business decisions. Public service delivery has
improved in some areas, including in the
digitalisation of public services for individuals
and businesses, but business satisfaction
remains very low. Excessive paperwork,
fragmented procedures, as well as limited
interoperability = across all levels of
government, weaken the quality of public
services. Further efforts are needed to simplify
and streamline administrative processes by
setting clearer service standards and
improving transparency and user experience.
On the Single Market and Competitiveness
Scoreboard, Romania is among the weaker
performers on the burden of regulation: 66%
of respondents view business regulation as an



obstacle to long-term investment (*2).
Moreover, Romania stands out for the second-
highest number of SMEs in the EU reporting
late payments from public entities (Annex 5).

State-owned enterprises in key network
sectors, notably transport and energy,
continue to exhibit weaknesses. Despite
recent reforms under the RRP and in the
context of OECD accession, governance
weaknesses persist in practice. Lack of
transparency and competition in board
appointment processes, inconsistent
mandates, and the limited use of
performance-based remuneration continue to
weaken operational efficiency and investment
discipline. Stronger implementation of the
corporate governance framework would
improve service delivery, financial results and
productivity growth, and reduce fiscal risks.

Strengthening public procurement could
support competition and productivity
growth in certain parts of the economy.
Romania’s public procurement system has a
persistently high share of single bids (38% in
2025, EU average at 29%), pointing to weak
competition in several sectors. In addition, the
system has capacity constraints and is highly
decentralised, with weaknesses in planning
and tender preparation, and reported barriers
to participation such as rigid or subjective
qualification and selection criteria, technical
specifications perceived as difficult to comply
with or not aligned with needs, and unrealistic
cost estimation. Public procurement remains a
high-risk area for corruption (*3).

Despite improvements, gaps in transport
infrastructure are major obstacles to
competitiveness and territorial cohesion.
Romania is pursuing sizeable investments,

(1?) European Commission, Single Market and
Competitiveness Scoreboard 2025, Country data:
Romania.

(13) Businesses’ views on corruption risks in public
procurement are above the EU average. Among
companies that have experience in and have
participated in a public procurement procedure, 37%
think that corruption has prevented them from winning
a public tender or a public procurement contract in
practice, against an EU average of 25%.

through the RRP and cohesion policy, in major
rail modernisation and rolling stock upgrades,
alongside large road and road connectivity
projects. Still, large gaps persist in finalising
the TEN-T network as well as in rail and road
infrastructure quality, rolling stock
modernisation, and connectivity in remote
areas, while car fleet renewal remains slow
and road safety outcomes remain among the
weakest in the EU. Projects are frequently
delayed because of weak preparation,
tendering and land acquisition problems,
unrealistic project planning, and limited
administrative capacity, especially in rail
infrastructure.

Access to finance

Access to finance remains a constraint
for firms, especially for SMEs, innovative
firms and high-growth companies.
Although SMEs account for the majority of
firms in Romania, large firms generate a much
bigger share of value added, which shapes
both financing needs and financing capacity.
Romanian firms rely heavily on internal
financing. According to the 2025 EIB
Investment Survey, internal funds accounted
for 71% of investment finance in Romania,
above the EU average of 66%, while external
finance represented 24%. Many firms report
satisfactory investment levels, yet 18% say
they invested too little over the past three
years, compared with 12% in the EU.

Debt finance is relatively small in macro
terms. Borrowing by non-financial
corporations was only 37% of GDP in 2024,
well below the EU average, while trade credit
and advances represented a large share of
liabilities. This is likely due to the weak
capitalisation of many firms, which constrains
access to external finance. Around one third of
Romanian companies have equity below the
regulatory threshold, making them less eligible
for bank financing, and 10.2% of firms report
being finance constrained in 2025, against
6.1% in the EU. Undercapitalised companies
account for a large share of overdue
payments in the economy, which worsens
payment discipline and reinforces dependence



on supplier credit. The banking system is
profitable, well capitalised, and liquid, which
suggests that the main constraints are more
due to Romania’s still limited financial
deepening, weak firm capitalisation and high
borrowing costs.

Capital markets remain underdeveloped.
Equity market capitalisation stood at 12.4% of
GDP in mid-2025, far below the EU average,
while corporate bond issuance remains
marginal. Household participation in capital
markets is low, reflecting limited financial
wealth, weak financial literacy, limited
incentives for long-term retail investment,
savings and investment accounts and a strong
preference for deposits and real estate. At the
end of 2024, households’ financial assets
stood at 63% of GDP, against 212% in the EU,
while almost 42% of this wealth was held in
cash and deposits. Pension and insurance
assets are small in comparison with the rest of
the EU, and private pension funds remain
heavily invested in government bonds, which
limits their contribution to long-term
investment in the real economy. The 2025
CSRs called for promoting private investment.
The establishment of a new Bank for
Investment and Development, and the
financial instruments financed under cohesion
policy and the RRP are useful steps in that
direction, though the wider financing
ecosystem would benefit from a broader
investor base, stronger institutional investor
participation, and higher financial literacy
among firms and households.

Making better use of the Single
Market

Romanian firms are not exploiting fully
the opportunities offered by the Single
Market. Romania performs relatively well on
the formal transposition of and conformity
with Single Market rules, with a transposition
deficit of 0.8% in 2024 according to the Single
Market Scoreboard. However, the number of
pending infringement cases remains high.
Goods and services integration in the Single
Market is above the EU average as a share of
GDP (Annex 5), and Romania’s full entry into

Schengen from 1 January 2025 should further
reduce cross-border frictions in transport and
logistics. Even so, large firms account for most
intra-EU exports in value terms, which
suggests that many SMEs still do not scale
across borders.

Regulatory and administrative barriers
continue to hinder trade in goods and
services and freedom of establishment in
Romania. For goods, market access could be
improved by updating national product rules.
For services, regulatory restrictions in several
professions in terms of exclusive rights and
regulatory requirements for notaries,
accountants, architects and engineers, can
limit competition and raise costs for firms
using professional services. Easing
administrative requirements in the
implementation of posting of workers rules
could reduce regulatory fragmentation within
the Single Market, facilitate cross-border
mobility and foster competitiveness, without
undermining workers’ protections. Business
establishment is also hindered by restrictive
practices, such as lengthy and fragmented
licensing procedures (**). Despite progress
under the RRP on reforms such as the Single
Industrial Licence and construction permits,
these are yet to produce effects on the
ground. Additional efforts, including further
digitalisation, are needed to streamline
processes across the commercial and services
sectors.

(1*) OECD, Business Licensing Reforms in Romania, 2026.



DECARBONISATION, ENERGY AFFORDABILITY AND

SUSTAINABILITY

In 2025, Romania received CSRs to
reduce its dependency on fossil fuels and
to facilitate the expansion of renewable
energy. The recommendations call for
improving the grid capacity, strengthening of
the cross-border electricity connections,
advancing regulatory reforms to de-risk clean
energy  projects and improving the
transparency and efficiency in the permitting
process. Some steps were taken in the
decarbonisation of Romania’s energy mix, and
the country made limited progress in
expanding the availability of renewable energy
sources (RES).

Energy affordability remains a
challenge amid fossil fuel
dependence and market
interventions

Energy affordability in Romania remains
a challenge, shaped by a sharp post-2021
price spike followed by years of state
intervention. From November 2021 to June
2025, the government maintained an
electricity price cap and compensation scheme
that shielded households from market rates.
The simultaneous expiry of the price cap in
July 2025, a VAT increase on electricity from
19% to 219%, and a summer heatwave caused
household bills to more than double.
Household electricity prices have stabilised
since and remain below the EU average,
whereas for industry, prices are slightly higher
than in 2024. Romania’s wholesale electricity
prices averaged 110 EUR/MWh in 2025, the
fourth highest in the EU, a situation
aggravated by the country’s continued
dependence on fossil fuel-generated energy.
Some measures are planned to reduce
electricity prices, like the acceleration of
storage and grid investments to bring more

renewables online. In the medium term,
completing the process of phasing out coal
and replacing it with gas capacities would also
help. The phase-out of the price caps for
natural gas, initially planned for April 2026,
has been put on hold as on 5 March 2026 the
Romanian government adopted an emergency
ordinance prolonging the use of capped prices
for natural gas for households from 1 April
2026 until 31 March 2027. In response to the
regional conflict in the Middle East, Romania
introduced broad fuel-market intervention
measures, including caps on fuel mark-ups at
2025 averages, restrictions on oil and diesel
exports, and a 0.30 lei/litre cut in diesel excise
duty. The government also imposed a
progressive solidarity tax on oil company
revenues, and extended diesel support
schemes for the transport and agricultural
sectors, including subsidies for transport
operators. Going forward, it will be important
to ensure that support measures remain
temporary and targeted.

In 2025, Romania took important steps to
support the deployment of renewable
energy, in line with the CSR it received in
2025. It managed to increase the flexibility of
its energy systems, reducing the risk of
excessive electricity price spikes, and removed
the regulatory price caps for electricity. The
RRP aims at reforming Romania’s regulatory
framework to promote the deployment of
renewable energy sources.

Despite progress on self-energy
consumption, consumer empowerment
remains limited. The number of prosumers is
rapidly increasing. Still, no noticeable progress
has been made on the participation of
individuals in energy communities. Romania
lacks legislation for energy sharing despite
efforts to amend the definition of prosumers
and promote direct energy sales. While
initiatives exist for energy communities, the
legal framework is not sufficiently clear.



The share of fossil fuels in total energy
consumption declined, but structural
dependence persists. Romania's electricity
mix has improved, but fossil fuels remain
deeply embedded across the energy system
and are often setting the (high) energy price in
the market. In 2025, the share of non-low-
carbon electricity reached 34.1%. On the
contrary, the share of low-carbon electricity
reached 65.9%, lower than the EU average of
70%.

Romania has made progress in
decarbonising its energy mix by
decommissioning coal and lignite-fired
power generation capacity. However,
further efforts are still needed to advance this
transition, by continuing implementation of the
Decarbonisation Law, a cornerstone of the
RRP, to phase out more than 3 870 megawatts
(MW) of coal and lignite-based electricity
generation capacity by August 2026. On the
gas side, Romania is reducing dependence on
imported fossil fuels while expanding domestic
gas production. The country, currently the
second largest gas producer in the EU after
the Netherlands, aims to become a net gas
exporter by 2030 by developing the Neptun
Deep deep-water drilling project in the Black
Sea, with first deliveries expected in 2027.

Progress has been made in expanding
renewable energy, but challenges remain.
Romania has taken important steps in
expanding RES in recent years, driven by EU
funding and an improving support framework.
The new support mechanism, the Contracts for
Difference (CfD) scheme, has already seen
three successful auction rounds, covering
onshore wind and solar photovoltaic projects,
with a total installed capacity of more than 4.5
gigawatts (GW). For offshore wind, Romania
approved the Offshore Wind Energy Law in
2024, establishing a regulatory framework
aiming to achieve 3 to 7 GW of offshore wind
capacity by 2032; however, the implementing
rules are missing. In addition, constant
amendments to the legal framework -
although sometimes aimed at simplification -
have created a fast-changing and sometimes
unpredictable regulatory environment for
developers. The maximum approval deadlines
under the Revised Renewable Energy Directive

(RED Ill) are still being transposed and are not
yet fully operational. Keeping focus is key to
accelerating offshore wind permitting to tap
the significant potential in the Black Sea, and
full use should be made of the CfDs scheme
by launching new auctions to bring more
renewables online.

In parallel to the accelerated deployment
of new renewable capacities, grid
infrastructure and stability require close
attention. Romania has taken some steps to
promote the expansion of grid and electricity
storage, in particular power battery storage,
but deployment is slow. Romania's electricity
storage capacity reported in its final National
Energy and Climate Plan (NECP) stands at just
16.2 MW. Furthermore, demand-side response
(DSR) and other distributed energy resources
are still held back by market barriers and an
insufficient legal framework.

While Romania is on track to achieving
the 15% interconnection target for 2030,
its capacity is still insufficient. Romania
currently has 4 000 MW of cross-border
interconnection capacity, with plans to double
it to 7 000-8 000 MW by 2030. Progress is
ongoing, although further acceleration would
support deeper regional market integration. On
the transmission side, Transelectrica, the
national transmission system operator, has
promoted the idea of classifying certain
projects as projects of national importance,
allowing for faster permit approvals and
administrative processing. There is scope for
further coordination with  neighbouring
countries (Bulgaria, Hungary, Moldova and
Ukraine) to further increase market integration
in the region.

Romania still subsidises fossil fuels,
while the heating sector, which is heavily
reliant on gas, remains largely
unreformed. Romania received a CSR in 2025
to reduce reliance on fossil fuels, but progress
is lacking. In 2024, according to the latest
available data, the fossil fuels subsidies (FFS)
in place which do not specifically address
energy poverty or genuine energy security
concerns represented 0.30% of Romania’s
GDP, a decrease compared to the previous
year. However, the current absence of a clear



phase-out trajectory before 2030
disincentivises electrification and hinders the
decarbonisation of the energy mix. Due to an
unfavourable electricity-to-gas price ratio (to
which FFS partially contributes), the share of
electricity in  Romania’s final energy
consumption has remained largely stagnant in
the last decade (around 15.8%, below the EU
average of 23.4%).

Romania would benefit from further
efforts to reduce its energy consumption.
Final energy consumption decreased in
industry and  services but increased
substantially in the transport sector (+16.3%
since 2019). In the residential sector, it has
decreased by only 4.3% since 2019, whereas
Romania’s Long-Term Renovation Strategy
sets a target of a9% reduction by 2030
(compared to 2020 levels). The building stock
currently accounts for 40% of total final
energy consumption. Investments in its energy
efficiency continue to be needed. For Romania,
the 2025 CSRs highlighted the need for
further efforts to improve energy efficiency.
Romania's RRP and cohesion  policy
programmes contain several large investments
on energy efficiency in housing and public
buildings, but progress has been slow. Further
policy efforts are needed to reduce energy
consumption, in particular in the transport
sector and in the building stock.

Emissions in the transport sector,
particularly road transport, are a concern
for Romania, as greenhouse gases (GHG)
emissions have increased (Annex 8). Both
the RRP and cohesion policy support measures
to increase the sustainability of the transport
sector. The goal is to reduce fossil fuel
dependence via electrification and local
renewables, but also to enlarge the public
transport coverage in the country. Investments
include the modernisation of railway
infrastructure and the upgrading of rolling
stock. Reforms include the introduction of a
distance-based charging system for trucks,
replacing the time-based system currently in
place. On the other hand, progress towards the
electrification of the car fleet remains slow.

High energy costs, low resource
efficiency and pressures on
environment weigh on industrial
decarbonisation and
competitiveness

Without decarbonisation, reinforced grids
and a more flexible energy system,
industry risks losing competitiveness due
to high energy prices. Decarbonisation is
unavoidable to maintain competitiveness. The
share of industry in GDP has declined every
year in the last five years. Energy-intensive
industries have been particularly hit
Romania’s manufacturing industry has gone
through significant decarbonisation over the
past decades but still has one of the highest
intensities of GHG emissions. In addition,
prices in Romania for the first semester of
2025 were imbalanced: for large businesses,
electricity was 3.4 times more expensive than
gas, with taxes and levies (excluding VAT)
accounting for 9% of electricity bills and 1%
of gas bills.

Investments in clean technology and
hydrogen infrastructure under the RRP
and the Just Transition Fund (JFT)
incentivise the decarbonisation of heavy
industry, but more progress is needed. The
industrial sector is dominated by processes
with limited flexibility (e.g. steel/aluminium,
cement, glass), which constrains demand-side
response. However, despite reforms under the
RRP aimed at supporting investment in
renewables, further efforts are needed to
accelerate the deployment of new generation
capacity and reduce reliance on fossil fuels to
enable decarbonisation of the heavy industry.

Environmental degradation, waste and
water management issues, air pollution
and biodiversity loss continue to have
negative impacts on the economy.
Inefficient waste management systems
characterised by high landfilling and low
recycling rates pose obstacles to advancing
the circular economy in Romania. The circular
use of materials has been slowly declining
since 2012 and stood at 1.3 % in 2023, the



lowest rate in the EU. Romania is a source of
critical raw materials and among the least
dependent on their imports in the EU. The
country faces challenges in  water
management and infrastructure, with water
productivity well below the EU average and
high water-withdrawal levels in manufacturing
and agriculture. At the same time, pressures
on ecosystems and biodiversity persist,
including habitat degradation linked to
agriculture, fisheries and aquaculture, urban
expansion and infrastructure development,
which affect sectors relying on ecosystem
services. Limited administrative capacity at
central and local level continues to constrain
implementation of environmental projects.
Local communities often lack the expertise
and resources required to implement
measures effectively. Systemic weaknesses in
administrative procedures, enforcement, data
collection and environmental impact
assessment further reduce policy
effectiveness and hinder monitoring of
progress. Investment projects under the RRP
for the construction of facilities for waste
separate collection are currently ongoing.

Romania is highly exposed to climate
change impacts. This includes droughts, river
flooding and heatwaves, which are already
affecting economic activity, infrastructure and
public health. Heat stress exposure has surged
in recent years, and climate-related disasters
have caused substantial economic losses,
while insurance coverage remains low.
Although Romania has adopted a National
Strategy for Adaptation to Climate Change for
2024-2030, implementation challenges
persist due to fragmented institutional
responsibilities, limited administrative
capacity, lack of coordination with academia
and insufficient integration of adaptation
considerations into economic and budgetary
policies. Romania could benefit from
embedding climate-resilient  design  for
nationally  financed infrastructure, by
embedding relevant standards in laws,
programmes, and projects across all
governance levels.



SKILLS, QUALITY JOBS AND SOCIAL FAIRNESS

In 2025, Romania received CSRs to
strengthen labour market participation of
women and young people by improving
the effectiveness of active labour market
policies and participation in early
childhood education and care, tackle skills
shortages by boosting basic skills and
labour market relevant skills, reduce
poverty and social exclusion risks by
extending social protection and improving
its effectiveness, as well as through
better access to essential and enabling
services. Since then, some measures have
been implemented to address the challenges
identified, but there is still significant room for
improvement (Annex 1).

Labour market challenges persist
across population groups and
regions

Employment rates could further increase
by integrating certain population groups
into the labour market and addressing
regional disparities. The employment rate
has decreased by 0.5 pp in 2025 and remains
among the lowest in the EU (69.0% vs 76.1%
in the EU) and below the 2030 employment
target of 74.7%. The limited labour market
participation of women, young people and
persons with disabilities, as well as Roma,
keeps the rate low, as do regional disparities
and a strong rural-urban divide. Economic
opportunities, population growth and foreign
investment intensity centre around urban
clusters, while rural areas still focus on
agriculture with high self-employment linked
to subsistence farming or small-scale trade.

Employment participation of women,
Roma, youth and persons with disabilities
continues to be limited. Romania has one of

the lowest employment rates of women in the
EU and a significant gender employment gap.
The situation is worse in rural areas compared
with urban ones. Amongst the main factors for
gender employment disparities are limited
enrolment in and insufficient offer of early
childhood education and care (ECEC) services,
particularly in rural areas, and limited part-
time work options, making it challenging for
women to balance work with caregiving
responsibilities (Annex 13). Youth
unemployment remains among the highest in
the EU, with vyouth from rural areas
disproportionately affected. High school drop-
out rates and a mismatch between educational
offerings and labour market needs are
contributing to low labour participation rates of
young people. Addressing these shortcomings
and focusing on labour market integration
measures for young people may contribute to
better employment outcomes. The disability
employment gap is also significantly larger
than the EU average. Limited employment
rates among persons with disabilities are
primarily due to insufficient accessibility
support and incentives to encourage their
participation in the workforce (Annex 11). In
line with the 2025 CSR, Romania used funding
under the European Social Fund Plus (ESF+) to
provide integrated packages of activation
measures aimed at increasing the share of
women and youth in the workforce. These
included measures to support youth networks,
support employers in organising childcare
services, and stimulate entrepreneurship,
including social entrepreneurship. Yet, further
efforts are needed to improve employment
outcomes, particularly for persons with
disabilities and Roma.

Refocusing employment subsidies and
training would result in better job
opportunities for the unemployed.
Romania predominantly relies on ineffective
and poorly targeted employment subsidies to
boost labour market participation. Instead,
prioritising the upskilling and reskilling of



jobseekers instead seems warranted, to equip
them with the relevant skills and boost their
employment chances. Despite improvements,
the Public Employment Services has limited
capacity to provide better quality services.
Modernisation efforts are ongoing, under the
ESF+ and the RRP, aimed at strengthening
human resources, improving the quality of
services and developing modern IT tools.
Nonetheless, further efforts are needed to
ensure better targeting and sufficient funding
for active labour market policies.

Romania faces job quality challenges
related to low wage levels and
inadequate working conditions. The country
has a considerably higher share of low-wage
earners than the EU average, as well as one of
the highest shares of workers with atypical
working hours (Annex 11). In-work poverty
remains significantly above the EU average
and is among the highest in the EU even after
social transfers. Adult participation in learning
is low, including among employed people,
hampering  skills  development, career
progression and potentially labour productivity
growth. Limited access to social protection for
people in non-standard employment and the
self-employed further reduces job quality for
these types of workers. Despite the recent
reform of the social dialogue law, supported by
the RRP, collective bargaining coverage
remains low, especially at sector level.
Particular challenges have been reported with
regard to social dialogue in state-owned
enterprises. Social partner consultations are
often formalistic and without substance. Social
partners’ capacity building is supported
through ESF+, yet further efforts are needed to
strengthen their active role in policymaking
and reform implementation.

Life-long skills development is
crucial for Romania’s
competitiveness

Romania displays a severe deficit of basic
skills. Over 40% of 15-year-olds fall below
minimum proficiency in mathematics, reading,
and science, placing Romania among the EU’s
lowest performers. Socio-economic disparities,
including parents’ education levels, as well as

school segregation of Roma and limited
inclusion of children with disabilities, further
exacerbate inequities and learning
disadvantages (Annex 13). Additionally, the low
share of top-performing students negatively
impacts talent development and innovation.
On boosting basic skills, linked to the 2025
CSR, despite pilot projects supported by the
ESF+ under the national programme to prevent
and reduce functional illiteracy, effective
implementation and national upscaling has not
yet been achieved. The challenges faced by
teachers in adapting to rapidly evolving
teaching environments and in implementing a
competence-based curriculum are further
exacerbated by teacher shortages in rural
areas and STEM disciplines. While the ESF+
and the Technical Support Instrument (TSI)
support the development of a competence-
based curriculum approach, there is room for
improvement in integrating basic skills across
all subjects, while preventing curriculum
overload.

Targeted reforms to close structural
education gaps and promote life-long
learning are needed. The ‘Educated
Romania’ reform package, backed by funding
under the Recovery and Resilience Facility
(RRF), seeks to strengthen teacher training and
specialisation, but a consistent implementation
tailored to teacher needs is key. Despite salary
increases in 2023 and 2024, the cost
reduction measures taken in 2025, such as
increasing class sizes, increasing the teaching
workload, reorganising and merging schools,
and imposing salaries freeze, have adversely
impacted teacher working conditions. High
rates of early school leaving and out-of-school
children restrict children’s access to further
education and the labour market (Annex 13).
Although the RRF-funded secondary education
programme aimed at preventing school
dropout appears promising, the planned ESF+
measures in primary education are still to be
implemented.  Targeted  outreach and
reintegration measures, including enforcement
of compulsory education, are necessary, as
second-chance measures show limited results.

To better align skills with the needs of
the labour market, Vocational Education
and Training (VET) needs to be made more
attractive, offering higher quality
training and more opportunities for work-



based learning. Romania faces a significant
structural skills mismatch, adversely affecting
the country’s competitiveness and people’s
skills development. Skills shortages are
especially acute in sectors relevant to the
green transition (*°). The construction sector is
particularly affected, but also other sectors
such as waste and circular economy, water,
nature-

The



