5

Impacts of Romania’s
Deindustrialization on Labour Market
and Productivity

5.1 Deindustrialization’s Effects
on Employment and the Number
of Employees in Industry

The phases of industrialization and deindustrialisation as reflected in the
evolution of employment and the total number of employees in the econ-
omy, particularly in industry, reveal a significant gap between Romania
and the other EU member states.

According to Eurostat data, the industrial employment in the old EU
member countries started to decline in the 1960s; after 1970, and until
1990, employment in industry as a share of total employment in econ-
omy followed a rather accelerated downward slope: 43.3% to 28.7% in
Belgium, 37.8% to 26.6% in Denmark, 49.3% to 40.6% in Germany,
37.2% to 33.4% in Spain, 39.2% to 30% in France, 39.5% to 32.7% in
Italy and 40.5% to 37% in Austria.

Employment in the industry of the old EU member states was in the
range of 20.2%-34.7% in 2010, more specifically: 25.8% in Belgium,
25.3% in Denmark, 33.5% in Germany, 22.6% in Greece, 30.8% in
Spain, 26.3% in France, 28.5% in Ireland, 31.8% in Italy, 20.7% in
Luxembourg, 20.2% in The Netherlands, 30.0% in Austria, 34.4% in
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Portugal, 27.9% in Finland, 24.4% in Sweden and 25.1% in the United
Kingdom.

In Romania, the employment in industry, after having grown fourfold
during 1950-1990, plunged by 2000 to less than half of what it was in
1990, (only 10 years) accounting for 25.8% of the entire labour force.

In 2015, the employment in industry in some EU Member States was
as follows: 13.5% in Belgium, 21.9% in Bulgaria, 29.0% in Czech
Republic, 12.6% in Denmark, 20.3% in Germany, 20.5% in Estonia,
12.1% in Ireland, 10.3% in Greece, 13.2% in Spain, 13% in France,
18.1% in Croatia, 19% in Italy, 8.5% in Cyprus, 14.8% in Latvia, 22.5%
in Hungary, 16.9% in Austria, 21.8% in Poland, 17.6% in Portugal,
20% in Romania, 24.9% in Slovenia, 26.2% in Slovakia, 14.3% in
Finland, 11.2% in Sweden and 10.7% in the United Kingdom.

The ratio between the number of persons employed in industry and
the number of persons employed in agriculture in Romania was approxi-
mately 0.5:1 in 1999, and 0.8:1 in 2015. In 2015, the UE28 average was
3.7:1, more specifically, 11.5:1 in Belgium, 3.2:1 in Bulgaria, 9.9:1 in
Czech Republic, 5.1:1 in Denmark, 14.6:1 in Germany, 5.3:1 in Estonia,
3.2:1 in Spain, 4.8:1 in France, 5.1:1 in Italy, 4.6: 1 in Hungary and in
the Netherlands, 1.9:1 in Poland, 8.3:1 in Slovakia, 3.7:1 in Austria and
Slovenia, 2.3:1 in Portugal, 3.4:1 in Finland, 5.5:1 in Sweden and 9.4:1 in
United Kingdom.

These ratios and the developments in the past decade have widened the gap
between Romania and the other member countries, creating strong eco-
nomic, technical and institutional divergencies and asymmetries, rather
than the expected convergence. This structure is nowadays in Romania
completely disarticulated, non-functional and uncompetitive. In 2015,
Romania had 22% of the active farm labourers in all of the EU 28 and
only 4.7% of the industrial workers.

In Romania, the magnitude of the industrialization and deindustriali-
sation processes is reflected in the evolution of the number of industry
employees. According to National Institute of Statistics (NIS) data, if in
1960, in Romania, approximately 1.26 million employees were employed
in industry, their number increased continuously to 3.86 million in 1990,
decreasing since this year to 1.87 million employees in 2000, 1.24 mil-
lion in 2010 and slightly increasing to 1.33 million in 2015 (Fig. 5.1). In
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Fig. 5.1 The evolution of the number of employees in industry, in the period
1960-2015 (thou. pers.). Source: Authors’ own compilation based on NIS data

2010, the number of employees in the Romanian industry was practically
at the same level as in 1960.

These developments took place in the context of important changes in
the architecture of the industrial sub-sectors and their repositioning in a
territorial / regional profile (Table 5.1).

One of the consequences of industrial restructuring was that employ-
ers eliminated @ large number of jobs as a means to achieve immediate
growth in labour productivity.

Once the jobs were cut, the short-term benefits gained thereby were
counterbalanced by long-term negative consequences in terms of know-
how, skills, qualifications, dexterity and industrial culture in a very broad
sense, which will render more difficult all future attempts at upgrading
the economy.

It would be interesting to quote here the opinion of Gary S. Backer,'
who made the observation that most often, the recovery of various peo-
ples, in history, from wars or other disasters, was extremely fast. But, says
John Stuart Mill, such recovery is fast only when those people are allowed
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Table 5.1 The evolution of the number of employees in industry, by region, 1960-
2015 (thou. pers.)

Region 1960 1970 1980 1990 2000 2010 2015

Total 1255.2 2066.0 3329.2 3861.6 1873.2 1237.3 1334.9
Northwest region 151.7 255.6 416.2 495.1 246.8 185.0 212.7
Central region 222.1 3609 562.3 593.2 2983 1883 215.2
Northeast region 129.1 2309 417.4 5635 256.2 127.6 137.2
Southeast region 90.6 174.8 323.6 3945 201.7 1439 1413
Southern region 147.9 250.2 480.5 5723 272.6 1749 186.6
Bucharest-lifov region 2455 378.7 4759 481.2 216.6 139.0 139.3
Southwest region 575 1294 2614 3557 1784 1136 111.1
Western region 210.8 2854 392.1 406.3 202.8 165.2 199.2

Source: Authors’ own compilation based on NIS data

to make use of the same knowledge and skills they had before the disaster.
In a broader sense, the human capital is the carrier of know-how. When
this is destroyed, when an economy loses too much of its accumulated
knowledge, that economy will lack the foundation for the future accu-
mulation of knowledge—be it be it cultural or technological—because
this is the essence of economic growth.?

The growth and development of any nation depends on how the nation
valorises two basic and interdependent pillars: human capital and physi-
cal capital. Each of these two factors is capable of adjusting to the supply
and demand of the particular market at hand. If we look at the evolution
in history of these two pillars of society, we will notice that in the tradi-
tional economies they have brought about slow mutations, which gener-
ated a long process of adaptation and re-adaptation, both with regard to
adopting the optimum response to technological changes, and with
regard to allocation of resources. This process of adaptation was handed
down from generation to generation.

In contrast to the traditional pattern, Romania’s precipitous transition
from one type of economy to another, from one political regime to
another, caused a shock wave that entailed changes that were too sudden,
deep and disruptive for the Romanian society, including its knowledge,
values, mentalities, behavior as well as the management of the country’s
human resources and of its existing physical and natural capital.

In Romania, the need to adapt knowledge to the new economic and
political context entailed huge costs, brought about a crisis of values and
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generated an enormous and immediate need for updated know-how,
which requires slow evolution to thrive.

During 1990-2015, industry’s share in Romania’s overall employ-
ment declined from 36.9% to 22.4%. The share of industry in the
total number of employees fell from 47.2% to 28.9%. The Romanian
industry lost 2.5 million jobs, a number that is approximately equal to
the number of Romanian citizens that had to look for employment in
other labour markets, where they could not use their skills, training
and versatility gained in an industrial environment. Instead they had
to settle for menial jobs, such as fruit and vegetable pickers, unskilled
labourers on building sites and cleaning and waste collection worker,
and so on.

Practically speaking, Romanian workers who lost their jobs did not
switch to positions yielding higher labour productivity compared to
what they had been doing previously. Had this been so, it would have
translated into a competitiveness gain for EU 28. Underusing human
capital in this way resulted in a loss both for Romania and for the EU
28 as a whole; the competitive gains made from the low wages paid to
Romanian workers are, in actual fact, much smaller than the potential
loss of productivity.

In the extraction/mining industries, the number of jobs was reduced
by 209,000 (from 267,000 in 1990 to 58,000 in 2015); the manufac-
turing industry released over 2.33 mil. workers; in the energy sector,
the number of employees was diminished by 72,000, which was less
than half of the previous number (from 127,000 to 55,000) (Tables 5.2
and 5.3).

In the period 1990-2008, the number of workers dropped by over
70% in the following sub-branches: extraction and processing of metal
ores (98.6%), manufacture of textiles (87%), manufacture of machines
and equipment (85.6%), manufacture of chemical products and sub-
stances (75.4%), manufacture of medical instruments (74%), coal mining
and processing (73.7%) and metallurgy (72.3%).

The only activities where the number of employees increased during
the period 1990-2008 were water distribution (by 9000 jobs); publish-
ing houses, printing and reproduction of recorded media (6000 jobs);
and waste recycling (2000 jobs).
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Table 5.2 Average number of employees by industrial activities, 1990-2007 (thou.

pers.)
1990 2008 2008-1990 (2008-1990)/1990 (%)
Total—Industry 3846 1570 -2276 -59.2
Mining industry 267 81 -186 -69.7
Coal mining and processing 9 26 -73 -73.7
Extraction of hydrocarbons 69 39 -30 -43.5
and related services
Extraction and processing of 72 1 =71 -98.6
metallic ores
Other mining activities 27 12 -15 -55.6
Manufacturing industry 3452 1368 -2084 -60.4
Food and beverages 259 185 -74 -28.6
Tobacco products 6 2 -4 -66.7
Textile products 414 54  -360 -87.0
Clothing 258 193 -65 -25.2
Leatherwear and footwear 127 82 —-45 -35.4
Wood processing and wood 94 70 -24 -25.5
manufacturing (except for
furniture)
Pulp, paper and paper 43 13 -30 -69.8
products
Publishing, printing and 26 32 6 23.1
registration on various media
Oil processing, coking of coal 33 1 =22 -66.7
and treatment of nuclear
fuels
Chemical substances and 183 45 -138 -75.4
products
Products made of rubber and 86 47 -39 -45.3
plastic materials
Manufacture of building 176 56 -120 -68.2
materials, and of other
products of non-metallic
minerals
Metallurgy 173 48 -125 -72.3
Metal structures and metal 189 98  -91 —48.1
products
Machines and equipment 603 87 -516 -85.6
(except for electric and
optical devices)
Office computing machines 4 4 0 0.00

and equipment

(continued)
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Table 5.2 (continued)

1990 2008 2008-1990 (2008-1990)/1990 (%)

Electric machines and 127 88 -39 -30.7
apparatuses

Radio, TV and communication 40 11 -29 -72.5
equipment

Precision, optical and medical 50 13 -37 -74.0

apparatuses and instruments,
watchmaking

Road transport vehicles 163 65 98 -60.1

Means of transport other than 184 60 -124 -67.4
road vehicles

Furniture, and other industrial 204 92 -112 -54.9
activities n.e.c.

Waste recycling 10 12 2 20.0

Electricity, heating, gas and 127 121 -6 -4.7
water

Production, supply and 9% 83 -13 -135

distribution of electric power,
heating, gas and hot water

Water catchment, treatment 31 38 7 22.6
and supply

Note: n.e.c. - not elsewhere classified

Source: Authors’ own calculations based on NIS and NBR data

Between 2008 and 2015, some 270,700 jobs were lost in industry as a
whole (219,500 in the manufacturing industry, 229,000 in the extrac-
tion/mining industry and 281,000 thousand in the production and sup-
ply of electricity, heating, and so on). The sub-branches that suffered
most during this period were manufacturing of clothing, metal structures
and metal products; metallurgy; and furniture making (Table 5.3).

The changes in the workforce with respect to numbers and structure and
in the number of salaried workers in Romania point to great gaps between
Romania and the other EU member states, both with regard to the rate of
employment per total population and per total population of fit-for-work
persons, which is considered as a target indicator in the Europe 2020 strat-
egy, and also with regard to the share of employees in total employment.

In the case of unemployment, Romania has constantly been under the
EU 28 average (with an unemployment rate of 7.6% in Romania in 2000,
compared to the EU average of 8.9%, and with 6.8% in 2015, as against
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Table 5.3 Average number of employees by industrial activities 2008-2015 (thou.
pers., %)

2015/2008
2008 2015 thou pers. %
Total—Industry 1606 1335 -270.7 -16.9
Mining industry 81 58 -22.9 -28.4
Mining of hard coal and light coal 26 17 -9.2 -3438
Extraction of crude oil and natural gas 30 19 -109 -36.8
Mining of metallic ores 3 2 -0.8 -25.8
Other mining activities 12 11 -1.1 -8.9
Mining-related activities 10 9 -1.0 -10.1
Manufacturing industry 1342 1122 -219.5 -16.4
Food industry 156 147 -9.3 -6.0
Manufacture of beverages 29 19 -105 -36.1
Manufacture of tobacco products 2 2 0.0 2.4
Manufacture of textiles 35 35 -0.5 -1.4
Manufacture of clothing 211 140 -71.7 -33.9
Tanning and dressing of hides; manufacture of 81 62 -18.7 -23.2
travelling bags and leatherwear, saddlery and
harness and footwear; dressing and dyeing
of furs
Processing of wood and cork, except for 68 53 -155 -22.7
furniture; manufacture of products of straw
and other vegetal plaiting materials
Manufacture of paper and paper products 13 12 -1.7 -13.0
Printing and reproduction of recorded media 20 15 -5.5 —-26.6
Manufacture of coking products, and products 10 4 -6.1 -60.4
obtained from the processing of crude oil
Manufacture of chemical substances and 36 24 -11.7 -32.4
products
Manufacture of basic pharmaceuticals and 9 9 0.7 7.5
pharmaceutical preparations
Manufacture of products of rubber and plastic 48 52 4.5 9.4
materials
Manufacture of other products of non-metallic 57 39 -17.4 -30.7
minerals
Metallurgical industry 50 29 -20.6 -41.4
Metal structures and metal products, except for 103 75 -27.4 -26.6
machines, machinery and equipment
Manufacture of computers and electronicand 26 29 3.3 12.6
optical products
Manufacture of electrical equipment 39 40 0.9 2.4

(continued)
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Table 5.3 (continued)

2015/2008
2008 2015 thou pers. %
Manufacture of machines, machinery and 68 48 -19.4 -28.6
equipment n.e.c.
Manufacture of transport motor-vehicles, 115 161 45.5 39.6
trailers and semi-trailers
Manufacture of other means of transport 40 31 -9.4 -23.3
Manufacture of furniture 80 61 -19.2 -24
Other industrial activities n.e.c. 13 14 1 8.0
Repair and maintenance of machines and 33 22 -10.6 -32.7
equipment
Production and supply of electric power, 84 55 -28.1 -33.6
heating, gas and air conditioning
Water supply; sanitation, waste management, 99 99 -0.1 -0.1
decontamination activities
Water catchment, treatment and supply 38 41 2.9 7.5
Collection and treatment of waste water 6 7 1.1 19.1
Collection, treatment and disposal of wastes; 55 51 -4.1 -7.5

recycling of reusable materials;
decontamination activities and services

Note: n.e.c. - not elsewhere classified
Source: Authors’ own calculations based on NIS and NBR data

the EU average of 9.4% in the member states). In 2014, unemployment
rates in Austria, the Czech Republic, Denmark, Luxembourg, Malta,
United Kingdom, Estonia and Germany were higher than in Romania.
Despite this, after 2002, the unemployment rate among young persons
has always been higher than the EU 28 average (19.8% in Romania and
19.7% in the UE 28 in 2002; 19.3% and 15.9%, respectively, in 2007;
24.0% and 22.2% in 2014; and 21.7% and 20.4% in 2015).

One of the main factors that explain the lower rates of total unemploy-
ment in Romania has been the free circulation of labour force. Free cir-
culation of labour, in conjunction with the much lower salaries paid to
Romanians in Romania, caused the loss of more than 3 million persons
from the active working population of Romania, who found better earn-
ing opportunities in other EU member states.

In 1990, a total of 40.2% of Romania’s 23.2 mil. inhabitants were aged
0—24 years of age; in 2013, out of 19.98 mil. inhabitants, the age group
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under 24 years old accounted for only 27.2% of the a population; during
the same reference period, the share of inhabitants aged 65 and over
increased from 10.4% to 16.4%. Due to these changes in the demo-
graphics of Romania, the ratio between the two age groups changed from
3.9:1in 1990 to 1.7:1 in 2013.

In the time period 1992-2014, out of the 103 cities of major impor-
tance, called municipia, 88 declined demographically, as follows: 6 of
them by 15% - 20%, 14 by 10% - 15%, 42 by 5% - 10% and 26 by 0.1
- 5%. The same depopulation process took place in other 139 cities: in 11
of them at rates of 20-45%, in 13 of them by 15-20%, in 30 by 10-15%,
in 39 by 5-10% and in 46 by 0.1-5%.

The demographic depletion, and the social and economic decomposition of
Romania, were triggered and fuelled by the decomposition of the industrial
system. Romania’s smallest administrative divisions, the 1995 communes,
recorded the following population losses: 23 of them at rates between 60%
and 70%; 60 of them at rates between 50% and 60%, 87 by 40-50%, 149
by 30-50%, 420 by 20-30%, 620 by 10-20%, and 592 by 0.1-10%.

These developments have a significant impact on demo-economic bal-
ances at the macroeconomic level. In 2015, for example, out of a total
workforce of 8.3 million people, only 4.6 million were salaried employ-
ees. In the same year, 5.3 million retired people were registered in
Romania, out of which 4.7 million persons under the state social insur-
ance scheme received an average monthly pension of 190 euro; 464, 000
persons, former farmers, received an average monthly pension of about
77 euro; and the others were recipients of much lower social-assistance-
type pensions. The support ratio (retired persons/number of employees)
recorded by Romania (1.15) is worryingly low, with some of the conse-
quences of this situation being reflected in the severe imbalances of the
state social insurance and health insurance budgets.

The collective perception of the restructuring has been and is still a
negative one, meaning in particular the loss of jobs and sources of income.
Granting compensatory payments to about 1.5 million people, in addi-
tion to causing chronic budget deficits and dramatically diminishing the
population’s proactive attitude, has resulted in massive emigration, short-
ages of skilled labour and, in the absence of job supply, loss of the work-

force’s self-motivation for continuous vocational education and training.
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In the period 1997-2005, in the context of privatisation, the compensa-
tory payments for layoffs reached an amount, per person, ranging up to
20 gross average salaries.

In Romania, the loss of population by migration due to economic decom-
position is reflected in the latest population census. The latest three of them
(1992, 2002 and 2011) show that the population employed in industry
decreased by 2.5 mil. persons.

According to NIS data, the official number of Romanian citizens who
habitually resided abroad for more than 12 months increased from 1.48
million persons in 2007 to 2.56 million in 2014. According to the same
source, 65% of Romanian emigrants are aged between 20 and 45 years
and 14.5% between 46 and 59 years.

In terms of the size of non-resident Romanian communities abroad, in the
EU countries, and their share in the foreign-born population of those coun-
tries, according to Eurostat data, in 2015, Italy recorded a presence of
1.15 million immigrants from Romania (first place, with 22% of the total
number of immigrants in Italy), Spain recorded 595,100 Romania-born per-
sons (first place with 15.6% of total immigrants in Spain), Germany recorded
444,200 immigrants from Romania (fourth place with 5,1% of total immi-
grants in Germany). Hungary had 29,700 Romania-born persons (first place
with 19% of total immigrants in Hungary), Portugal recorded a number of
30,500 immigrants from Romania (8.5% of total immigrants in Portugal)
and Slovakia 4,900 Romania-born persons (8.4% of total immigrants in
Slovakia).? The picture is completed by the United Kingdom, which, in 2015,
ranked Romania in fourth place among the countries of origin of immi-
grants, with a Romania-born population of 237,100 people.*

The NIS census data also reveal the drastic deterioration of the age
group balance: the 15-24 age group’s share of the total employed popula-
tion dropped from 23.2% in 1992 to 8.6% in 2011 and that the share of
employed population aged 25 to 34 years dropped from 30.4% to 24.5%;
the share of persons aged 34 and over increased from 46.5% in 1992 to
66.9% in 2011. The state of things is much worse in the extraction indus-
tries, where the individuals aged 34 and over accounted for 83.3% of
overall employment in 2011, and in the energy sector, where the share of
the same age group had diminished from 49.4% of persons aged up to
34 years in 1992 to just one-third—17.6%—in 2011.
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The reduction in the number of employees has had a severe impact on
the social dialogue, its specific institutions and, last but not least, on the
bargaining power of employees vis-a-vis employers.

The trade union density remains a delicate issue. While during the period
1990-1996 the inertia of the centralized economy may have been fele—in
the sense that in the old political system where employees’ trade union mem-
bership was mandatory membership density was 80-90%—the deindustri-
alization processes, accompanied by a substantial reduction in the size of
companies and number of employees, led to a significant decrease in the
trade union density. A slight increase in the number of trade union members
was observed in the successive years after the civil servants obtained the right
to organize themselves into trade unions in 2003. At present, based on the
available information, it is possible to estimate that the trade union density
remains around 30% nationwide (75-80% in the public sector).

Reforming the institutions of social dialogue according to the Law no.
40/2011, which radically changed the Labour Code and the new Law of
Social Dialogue, has also led to a crisis of these institutions and actors, par-
ticularly the trade unions and employers associations, amplifying the nega-
tive effects on economic and financial issues, due to the lack of the social
partner’s participation and support.

5.2 Deindustrialization, Wages and Labour
Costs

A first finding is the one coming from Romania’s place among the EU
member states in terms of minimum wage and average wage at European
level. Since its accession into the EU in 2007, the only certainty for
Romanian employees was the penultimate place in the EU member states
ranking in terms of gross minimum wage, with the exception of the first
semester of 2013, when Romania was last. According to Eurostat data, in
2015, the monthly minimum gross wage of approximately 218 euro in
Romania was 7 times lower than in Belgium; about 6.7 times less than
that in France, Germany, the Netherlands or Ireland; 3.6 times less than
Slovenia’s, and half of the minimum wage in Poland.

In Romania, the monthly average salary, expressed in current ecu/euro,
has risen slowly from 123 ecu in 1990 to 418.2 euro in 2015. In 1997,
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the all-economy average wage earnings have dropped to 56.2% of the
1990 value, then rose to 97.4% in 2006, 111.8% in 2007 and to 131.3%
in 2014. During the economic crisis, if we take 2008 as reference year,
the real wage index in 2014 was 100.8%.

The Eurostat data (Eurostat 2016) show that the hourly labour costs in
companies with more than 10 employees continued to make Romania
attractive for investors, but less so for the Romanian workforce, particu-
larly youths. This data places Romania in the penultimate position (27
out 28) in the among the EU member states, with an average rate of 5.0
euro, as against 41.3 euro in Denmark, 39.1 euro in Belgium, 37.4 euro
in Sweden, 35.1 euro in France and so on.’

Another example for comparison purposes is the annual average gross
wage per capita in all member states, which, in 2014, stood at approxi-
mately 10,377 euro, while in Romania, in the same year, the total annual
gross wage per capita was 1941 euro, compared to 37,191 euro in
Luxembourg, 22,269 euro in Denmark, 17,871 euro in Sweden, 4477
euro in the Czech Republic, 5384 curo in Estonia and 1974 euro in
Bulgaria (Table 5.4).

In the period 2007-2014, the average gross salary per capita in
Romania grew from 1853 euro to 1941 euro; however, this meagre
growth was caused mainly by the loss of more than 1.6 mil. people; that
is the population decreased from 21.565 mil. inhabitants to 19.947
mil. inhabitants (Chivu, Ciutacu, Georgescu L. 2015, 141-147).

As a matter of fact, the annual amount of gross salaries paid during the
same period, in overall economy, diminished by 1.25 bn. euro (from
39.96 bn. euro to 38.72 bn. euro).

In 2014, while Romania’s share of EU 28 total population was 3.9%,
only 0.7% of the total amount of gross salaries earned in the member
countries was paid to Romanian workers, a figure that speaks for itself
about the potential demand for goods and services, which is one of the
drivers of economic growth.

At the overall economy level, as shown, the average net monthly wage
earnings expressed in ecu/euro increased from 123 ecu in 1990 to 418.2
euro in 2015 (Table 5.5).

'The monthly net average salaries, expressed in current euro, for industry
overall, followed an ascending curve: from 111 euro in 2000, to 347 euro
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Table 5.4 Gross salaries paid as average per capita in EU 28

2003 2004

Total Total

gross Gross gross  Gross

wages wages wages wages

paid paid/ paid  paid/

Population (bn. inhabitant Population (bn. inhabitant
(mil. pers.) euro)  (euro) (mil. pers.) euro) (euro)
EU 28° 486.61 3966.4 8150 506.80 5259.4 10,377
Belgium 10.36 105.8 10,220 11.20 147.7 13,178
Bulgaria 7.85 5.1 644 7.25 14.3 1974
Czech Rep, 10.20 26.5 2593 10.51 47.1 4477
Denmark 5.38 94.5 17,526 5.63 125.3 22,269
Germany 82.54 922.2 11,173 80.77 1208.3 14,960
Estonia 1.36 2.9 2160 1.31 7.1 5384
Ireland 3.96 50.5 12,746 4.61 70.6 15,330
Greece 11.00 46.7 4246 10.90 45.5 4177
Spain 41.66 295.2 7086 46.51 391.2 8411
France 61.86 616.4 9964 65.84 820.7 12,466
Italy 57.32 389.9 6802 60.78 468.3 7705
Cyprus 0.71 4.8 6703 0.86 5.5 6428
Latvia 2.33 3.3 1393 2.00 8.8 4393
Lithuania 3.46 5.2 1493 2.94 11.5 3904
Luxembourg 0.45 10.6 23,667 0.55 204 37,191
Hungary 10.14 26.5 2613 9.88 36.9 3735
Malta 0.40 1.9 4756 0.42 3.2 7562
Netherlands 16.19 193.8 11,968 16.83 253.9 15,091
Austria 8.10 90.9 11,223 8.51 130.6 15,350
Poland 38.22 63.3 1656 38.02
Portugal 10.41 56.5 5428 10.43 59.8 5733
Romania 21.77 16.2 742 19.95 38.7 1941
Slovenia 1.99 11.3 5651 2.06 15.7 7623
Slovakia 5.38 8.8 1639 5.42 22.5 4148
Finland 5.21 56.4 10,829 5.45 82.2 15,084
Sweden 8.94 113.3 12,673 9.64 1724 17,871
United 59.44 760.9 12,803 64.31 922.3 14,343
Kingdom

Source: Authors’ own compilation based on Eurostat data
22003, EU 27; ... = Not available data

in 2011, and to 411 euro in 2015; in extraction and mining, the monthly
net average salary rose from 184 euro, to 608 euro and respectively 777
euro in 2015; in the production and supply of electricity, from 191 to
658 euro, and respectively 692 euro in 2015.
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Table 5.5 Earnings and salary costs in the economy and industry

1990 1995 2000 2005 2007 2010 2011 2014 2015

Net monthly 123.2 80.4 107.2 205.9 312.2 330.4 339.8 381.8 418.2
wage earnings
(total economy,
current euro)
Net monthly 121.5 86.5 111.7 202.8 292.2 329.7 346.9 387.0 411.1
wage earnings
in industry
(current euro)
Ratio between 0.99 1.08 1.04 099 094 1.00 1.02 0.99 0.98
wage earnings
in economy and
wage earnings
in industry (total
economy = 1.0)

Average monthly ... 146.4 217.8 361.5 549.5 588.4 606.2 672.2 717.5
wage cost (total
economy,
current euro)

Average monthly ... 158.4 224.8 362.6 522.9 602.9 632.9 697.2 723.1

wage cost in
industry (current
euro)
Ratio between 1.08 1.03 1.00 0.95 1.02 1.04 0.96 1.01
wage cost in
economy and
wage cost in
industry (total
economy = 1.0)

Source: Authors’ own compilation based on NIS and NBR data
Note: ... = Not available data

The monthly net average salary in the manufacturing industry went up
from 99 euro in 2000, to 312 euro in 2011 and to 383 euro in 2015
(Appendix A.22).

A comparison between industry, with its sub-branches, and the rise of
the monthly net average salary expressed in euro shows that during 2000
2015, certain visible changes took place: in 2000, the monthly net average
salary in industry was higher than the national economy average by 3.7%,
while in 2015, the monthly net average salary in industry was lower by
1.7% than the national average (Ciutacu, Chivu, Dimitriu et al. 2013).
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In 2015, oil and natural gas drilling were first in the classification of
salaries in industrial branches and sub-branches, with a monthly net aver-
age salary of 1124 euro, which was 2.68 times higher than the national
average; while in 2000, this sub-branch ranked third, with a monthly
salary of 199 euro, which was 1.86 times higher than the national average
(Table 5.6).

Ranking last in 2015 with respect to salaries were the food industry
(281 euro and 67.2% of the national average), tanning and dressing of
hides (278 euro and 66.5%), wood processing (276 euro and 66.1%) and
the manufacture of clothing (265 euro and 63.3%).

The average net salaries in industry, manufacturing and the overall
economy are higher in the state-owned companies than in the private
sector (Appendix A.23).

In 2015, salaries in the private sector were higher than those in the
public sector in the mining the oil and natural gas drilling sectors; the
manufacture of clothing, paper and paper products; processing of crude
oil, and manufacture of chemical products and substances.

5.3 Evolutions in Terms of Labour
Productivity

As an effect of the drastic reduction of employment in industry, labour
productivity expressed as the average gross value added (GVA) per employed
person grew faster in Romania than the average for the EU 28 (Table 5.7).

Compared to 2005, the labour productivity per employed person in
industry increased in Romania from 8600 euro to 12,900 euro in 2010,
and to 21,100 euro in 2015; Romania was contributing 16% of the aver-
age labour productivity of the EU member states in 2005 and 29.7% in
2015.

It also should be noted that while in Romania the share of the workers pay
in the GVA decreased from 53.5% in 2005, to 34.2% in 2014 and to 35.2%
in 2015, in the EU 28 the rate was 54.2% in 2005 and 52.9% in 2015.

In Romania, the ratio between some of the components of GVA,
particularly between compensation of employees and gross operating sur-
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Table 5.6 Ranking of industrial branches and sub-branches by the monthly net
average salary (euro, % of the all-economy average)

2000 2015
Sub-branch euro % Sub-branch euro %
1 Manufacture of 225 210.3 Drilling of crude oil and 1124 268.7
tobacco products natural gas
2 Mining of light coal 206 192.1 Services related to 956 228.6
and hard coal mining
3 Drilling of crude oil 199 186.0 Manufacture of 943 2255
and natural gas tobacco products
4 Production and supply 191 178.5 Manufacture of coking 937 224.0
of electricity, heating, products and
hot water and air products obtained
conditioning from crude processing
5 Manufacture of coking 186 173.4 Mining industry 777 185.8
products and products
obtained from crude
processing
6 MINING INDUSTRY 184 172.0 Production and supply 692 165.5
of electricity, heating,
gas, and air
conditioning
7 Manufacture of basic 180 167.8 Manufacture of basic 636 152.0
pharmaceuticals and pharmaceuticals and
pharmaceutical pharmaceutical
preparations preparations
8 Services related to 163 151.9 Mining of light and 622 148.7
mining hard coal
9 Mining of metal ores 151 141.1 Mining of metal ores 545 130.4
10 Metallurgical industry 147 137.4 Manufacture of other 545 130.2
means of transport
11 Manufacture of other 143  133.6 Metallurgical industry 526  125.7
means of transport
12 Manufacture of 136 127.1 Manufacture of 514 1229
beverages computers and
electronic and optical
devices
13 Manufacture of 132 123.4 Manufacture of 510 121.9

computers and
electronic and optical
devices

chemical products
and substances

(continued)
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Table 5.6 (continued)

2000 2015
Sub-branch euro % Sub-branch euro %
14 Other extraction 132 122.9 Manufacture of road 504 120.5
activities transport vehicles,
trailers, and
semi-trailers
15 Manufacture of 132 122.9 Manufacture of 484 115.7
chemical products machines, machinery,
and substances and equipment
16 Repair, maintenance, 119 110.7 Manufacture of 472 112.7
and manufacture of beverages
machines and
equipment
17 Catchment, treatment 114 106.1 Catchment, treatment, 425 101.7
and distribution of and distribution of
water water
18 Manufacture of 113 105.1 TOTAL ECONOMY 418 100.0
machines, machinery
and equipment n.e.c.
19 Manufacture of road 112 104.7 Manufacture of other 417 99.8
transport vehicles, products from
trailers and non-metallic ores
semi-trailers
20 INDUSTRY—total 111 103.7 Manufacture of 414 99.1
electrical equipment
21 Printing and 111 103.7 INDUSTRY—total 411 983
reproduction of
recorded media
22 Manufacture of other 109 101.9 Manufacture of 409 97.9
products from products from rubber
non-metallic ores and plastic materials
23 Manufacture of 108 100.5 Catchment and 408 97.5
electrical equipment treatment of waste
water
24 TOTAL ECONOMY 107 100.0 Manufacture of paper 406 97.0
and paper products
25 Catchment and 106 98.6 Repair, maintenance, 403 96.4

treatment of waste
water

and erection of
machines and
equipment

(continued)
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Table 5.6 (continued)

2000 2015
Sub-branch euro %  Sub-branch euro %
26 Manufacture of paper 104 97.2 Printing and 398 95.2
and paper products reproduction of
recorded media
27 Water supply, 102 95.3 Industry of metal 384 91.8
sanitation, waste structures, and metal
management, products, except for
decontamination machines, machinery
services and equipment

28 Manufacture of rubber 100 93.0 Manufacturing industry 383  91.7
products and plastic

materials
29 Manufacturing industry 99  92.1 Water supply, 354 847
sanitation, waste
management,
decontamination
services
30 Manufacture of metal 95 88.8 Other extraction 336 80.3
structures, and metal activities

products, except for
machines, machinery
and equipment
31 Collection, treatment, 84 78.0 Manufacture of textile 327 78.2
and disposal of waste; products
recycling and
decontamination

services
32 Other industrial 78 72.4 Other industrial 323 771
activities, n.e.c. activities, n.e.c.
33 Food industry 77 72.0 Collection, treatment, 291 69.5
and disposal of waste;
recycling and
decontamination
services
34 Manufacture of textiles 77 71.5 Manufacture of 289 69.0
furniture
35 Manufacture of 76  71.0 Food industry 281 67.2
furniture

(continued)
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Table 5.6 (continued)

2000 2015
Sub-branch euro %  Sub-branch euro %
36 Manufacture of 75 69.6 Tanning and dressing 278 66.5
clothing of hides; manufacture

of travelling bags and
luggage, leather
items, saddlery and
harness, and
footwear; dressing
and dyeing of furs

37 Wood processing, 69 64.5 Wood processing, 276 66.1
manufacture of manufacture of
wooden and cork wooden and cork
products, except for products, except for
furniture; furniture;
manufacture of manufacture of
products of straw and products of straw and
other plaiting vegetal other plaiting vegetal
materials materials
38 Tanning and dressing of 67 62.1 Manufacture of 265 63.3
hides; manufacture of clothing

travelling bags and
luggage, leather
items, saddlery and
harness, and
footwear; dressing
and dyeing of furs

Source: Authors’ own compilation based on NIS and NBR data, Bucharest, 2016

plus, with the latter getting higher with time, should have prompted
shareholders to invest in upgrading industrial production.®

In 2013, for example, the all-economy expenses for compensation of
employees (CE) accounted for 36% of the GVA; the gross operating sur-
plus (GOS), the remaining 64%. Distributed by branches and groups of
industrial products, the GOS represented 92.8% of the GVA in crude oil
processing (with the CE consuming only 6.9% of the GVA); in the food
industry, the ratio between the two indicators was GOS 86.6% and CE
12.9%; in the wood products branch, the GOS was 71% and CE 28.3%;
in the electricity, heating, gas, steam and air conditioning sector, the
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Table 5.7 Gross value added, labour productivity and compensation of employ-
ees in industry

Gross Productivity Share of
value Employed (thousand workers’
added persons  euro/ Compensation pay in
(bn. (thousand employed  of employees the GVA
euro) persons)  person) (bn. euro) (%)
EU 28 2005 2086.8 38,818.4 53.8 1130.1 54.2
2007 2326.2 38,960.6 59.7 1224.1 52.6
2010 2204.1 35,702.5 61.7 1175.3 53.3
2014 2386.8 35,318.9 67.6 1282.8 53.7
2015 2521.1 35,503.4 71.0 1332.7 52.9
Romania 2005 20.0 2328.6 8.6 10.7 53.5
2007 29.0 2247.2 12.9 15.7 54.1
2010 354 1931.6 18.3 12.1 34.2
2014 37.4 1833.4 204 12.8 34.2
2015 37.2 1762.9 21.1 13.1 35.2
Romania’s 2005 0.96 6.00 15.98 0.95 -
share in the 2007 1.25 5.77 21.61 1.28 -
EU 28 (%) 2010 1.61 5.41 29.69 1.03 -
2014 1.57 5.19 30.19 1.00 -
2015 1.48 4.97 29.72 0.98 -
Source: Authors’ own compilation based on Eurostat data
Note: — = Not the case

shares for the two indicators were 70% for GOS and 27.9% for CE
(Table 5.8).

In 2003, the all-economy gross operating surplus represented 57.9%
of the GVA, while the CE represented 42.2%; the highest share for the
GOS was recorded in the food industry (71.8%), compared to a CE of
only 27.2% (Appendix A.24).

Expressed in terms of gross value added zo 1 euro of salary costs, labour
productivity was higher in the processing industry of Romania than the
average of the EU 28 by 6% in 2005, 25.5% in 2010 and 20.0% in
2013.

The highest upper differentials of labour productivity in Romania ver-
sus the EU 28 were recorded in 2010, in the manufacture of other, non-
metallic, products (2.1 times); wood processing and manufacture of
wooden products (1.73 times in 2010 and 1.7 times in 2013); manufac-
ture of electrical equipment (1.44 times in 2010 and 2013); and manu-
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Table 5.8 Shares held by the gross operating surplus and compensation of
employees in the gross value added, in 2013 (%)

Gross
Compensation operating
of employees surplus

(CE) (GOS)
Products of the extraction industry 68.1 271
Textile, clothing and leather products 53.9 45.9
Food, beverages and tobacco products 12.9 86.6
Wood and paper products, printing services 28.3 71.0
Coking products and products obtained 6.9 92.8
from crude oil processing
Products of the chemical industry 36.7 62.3
Basic pharmaceuticals and pharmaceutical 42.2 56.2
preparations
Products made of rubber, plastic materials and 32.0 67.0
other, non-metallic, minerals
Processing of primary materials, metallurgical 42.0 57.4
products (except for machines, machinery and
equipment)
Computers, electronic and optical devices 37.9 61.8
Electrical equipment 33.0 66.6
Machines, machinery and equipment n.e.c. 44.8 54.2
Means of transport 57.3 42.0
Furniture; other industrial goods; and services for 43.1 56.7
the repair, maintenance of machines, machinery
and equipment
Electricity, heating, gas, steam and air conditioning 27.9 70.0
Water supply, sanitation, waste management and 46.7 52.5
decontamination services
Total, by groups of products 34.1 65.0
Total, economy 36.0 64.5

Source: Authors’ own compilation based on data from National Accounts
2012-2013, NIS, Bucharest, 2016

facture of machines, machinery and equipment (1.35 times in 2010
(Table 5.9).

The apparently higher competitiveness of Romanian industry was, in
fact, the result of the low salaries paid to Romanians, which caught the
immediate interest of foreign investors, rather than the result of investing
in the upgrading the technical and technological level of the industrial
infrastructure. In the manufacturing industry as a whole, the share held
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by Romania in the overall gross value added created in the member states
grew from 0.5% in 2005, to 0.8% in 2010 and 0.9% in 2013.

In 2013, Romania contributed 1.4% to the GVA of the EU 28 in the
manufacture of motor vehicles (as against only 0.43% in 2005), 5.2% to
the GVA in the manufacture of apparel, 2.18% to the manufacture of
footwear and 2.1% and1.60%, respectively, to the GVA in the wood
processing and manufacture of furniture sectors.

Notes

—_

See Backer (1997, 381).

2. See also Rodrik (2015).

3. Migration and migrant population statistics, Eurostat, 2017 (htep://ec.
europa.eu/eurostat/statistics-explained/index.php/Migration_and_
migrant_population_statistics).

4. See Rienzo and Vargas-Silva (2015).

5. Eurostat, Estimated Hourly Labour Costs, 2016. http://ec.europa.eu/
eurostat/statistics-explained/index.php/File:Estimated_hourly_labour_
costs,_2016_(EUR)_YB17.png

6. On capital-income ratio, see the model and analysis of Thomas Piketty

2013: Le Capital au XXI siécle, Seuil, Paris.
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