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Abstract

The pandemic context had major implications on most areas of activity around the world,
and implicitly in Romania. Some of them were more or less affected depending on the branch
of activity. This paper aims at studying the influence that the pandemic has had on the degree
of absorption of European funds in Romania. In response to these complex threats,
exceptional measures have been taken and major changes have occurred in the business
environment. The lockdown periods affected the activity of most Romanian companies, so the
entrepreneurs sought financing solutions and resorted to government assistance or European
funding to survive. Also, Romanian companies were able to access European funds through
the National Recovery and Resilience Plan (PNRR) as a way to mitigate the negative effects
of the pandemic. Although the absorption rate of European funds is not yet satisfactory, its
evolution in Romania between December 2014 and May 2022 was an upward one for all
operational programs and throughout the country, but there were also a number of disparities
between certain Romanian counties.
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1. Introduction

European funds are “essential for the development of the countries that
later joined the European Union. In order to eliminate the differences
between different regions of the European Union, it has been developed a
regional development policy” (Managing Authority for the Human Capital
Operational Program, 2022).

This regional policy aims at reducing disparities in various areas,
such as:
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Figure 1. Reducing disparities through EU regional policy
Source: Authors' compilation

2. European funds - Literature Review

“The general concept of European funds refers to the financing
instruments allocated to the Member States of the European Union (EU), in
order to reduce the economic and social development gaps between them.
European funds are managed jointly by the European Commission and each
Member State. For Romania, the European Structural and Investment Funds
(ESI Funds) are the main source of financing for Operational Programs
whose main objective is the implementation of Economic and Social
Cohesion Policy at national level. The general concept of European funds
designates non-reimbursable financing instruments allocated to reduce the
economic and social development gaps between them. European funds are
managed jointly by the European Commission and each Member State. For
Romania, the European Structural and Investment Funds (ESI Funds) are the
main source of financing for Operational Programs whose main objective is
the implementation of the Economic and Social Cohesion Policy at national
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level...” (European Union, 2022).

10



PUBLIC ADMINISTRATION & REGIONAL STUDIES
15th Year, No. 1 - 2022
Galati University Press, ISSN 2065 -1759

to reduce the
economic and

allocated to the social
Member States development
non- of the gaps between
reimbursable European them
European financing Union

funds instruments

Figure 2. Definition of the concept of European funds
Source: Authors' compilation

“The framework documents agreed with the EU for the 2014-2020
programming period set clear priorities for investments financed from
European funds” (Guvernul Romaniei, 2022), such as: health, education and
culture; development of agriculture and aquaculture; modernization and
development of transport, water and sewerage infrastructure; waste
management; increasing the competitiveness of the national economy;
research, development and innovation; eco-nano technologies; TIC;
bioeconomy; social inclusion and the fight against poverty; increasing the
capacity of public administration, etc.

“These funds are crucial for Romania's ability to meet medium and
long-term development challenges. They have mobilized additional public
and private funding for growth and jobs, reducing the existing regional and
social gaps in Romania.” (Ianosi, 2018, p. 24).
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Figure 3. Types of European Structural and Investment Funds
Source: Authors' compilation

“ A significant share of ESI funds has been allocated to the expansion
and modernization of Romania's transport infrastructure, in accordance with
the general plan for the future that will shape the existing network by 2030.
In parallel, investments in the water, waste, wastewater sectors have
continued, in order to comply with environmental requirements.” ( Maier
(coord.), Mituta, Moise, 2021, p. 27).

Between 2014 and 2020, Romania benefited from approximately EUR
22.4 billion in structural and cohesion funds and approximately EUR 8
billion for agriculture, rural development and fisheries.

3. Capacity and Absorption Rate of European funds

The absorption of European funds is a challenge for each of the EU
Member States.

Capacity to absorb European funds refers to the extent to which a
country is able to consume financial resources that have been allocated in the
multiannual financial framework.

The absorption rate of European funds is calculated based on the
amounts reimbursed by the European Commission to the Member State. These
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amounts correspond to the expenditure incurred by the national beneficiaries of
projects from European funds, validated and settled by the national administrative
bodies.

The absorption capacity of a country depends on several factors. It
was noticed that there is a link between the level of economic development of a
region and its ability to absorb European funds. The most common obstacles in
this regard include:
e difficulty in co-financing;
* lack of staff with experience in European funds;
* poor cooperation between local partners.

Capacity to absorb
European funds

Influencing factors

- macroeconomic
capacity;

- financial capacity;

- administrative
capacity.

Figure 4. Factors influencing the absorption capacity of European funds
Source: Author’s compilation

The absorption capacity of European funds in Romania was quite
low, but between December 2014 and May 2022 its trend was an ascending
one for all operational programs, throughout the country, with a number of
disparities between certain counties of the country.

Romania is among the last countries in the European Union at the
rate of absorption of European funds, being below the European average,
but over the 15 years since accession, more than 60 billion euros have been
acquired.
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The last two years marked by the crisis caused by the COVID
pandemic have been those in which more than 17 billion euros of EU
support have been granted.

The general objective of the PNRR of Romania is in accordance with the
General Objective of the Recovery and Resilience Mechanism within
Regulation 241 of 2021 of the European Parliament and of the Council of
Europe. Thus, the general objective of Romania's PNRR aims at supporting
the Romanian economy in the post-pandemic period by making major
investments and reforms to ensure increased resilience and its ability to
adapt in case of crisis. The specific objective of PNRR aims at attracting
European funds through NextGenerationEU to achieve the proposed goals.

4. The Evolution of the Absorption Rate of European Funds in
Romania

The performance of each state in attracting and using these structural
financing instruments can be measured by the absorption rate that indicates
the actual cash flows entering the national economy through projects
implemented and financed by the European Union.

The low absorption of funds in Romania was also influenced by the
deficiencies in the organizational framework in accessing them, such as:
excessive bureaucracy, insufficient or wunskilled staff; difficult
implementation rules; lack of transparency on co-financing regulations; lack
of cooperation between the involved institutions.
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Table 1. The evolution of the financial balance between Romania and the
European Union in January 2007 - February 2022-
SOLD - CFM 2007-2013 + CFM 2014-2020 + CFM 2021-2027
- million euro -
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Source: processed by the author based on data from the Ministry of Finance,
Evolution of financial flows between Romania and the EU on 28.02.2022,
https:/ / mfinante.gov.ro/ documents /35673 /920747 / BFN_2022_02_28.pdf
(Accessed 9 April 2022)
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Figure 5. Evolution of the amounts paid to the EU budget and received
from the EU budget, as well as the Balance of financial flows with the
EU budget
Source: Processed by the author based on the data in Table 1

Figure 5 shows the evolution of the amounts paid to the EU budget and
received from the EU budget, as well as the balance of financial flows with
the EU budget. Thus, it is found that the balance of financial flows recorded
the highest value during 2016, followed by a decrease in 2017. 2018 and then
an upward evolution in 2019, and in the midst of the pandemic and a
decrease and a return in 2021 and estimated for 2022. The same evolution
can be shown as in Figure 6 below in which you can see the trend of the 3
indicators analyzed above.
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Figure 6. The trend of the amounts paid to the EU budget and
received from the EU budget, as well as of the Balance of financial
flows with the EU budget

Source: Processed by the author based on the data in Table 1
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Table 2. Next Generation EU - Amounts received in 2021-2023
million euro

17,440.84 10,608.32 1,974.03 25.74 0.00 1,999.77
14,239.68 10,200.00 1,851.16 0.00 0.00 1,851.16
1,329.00 408.32 122.88 25.74 0.00 148.62
692.10 0.00 0.00 0.00 0.00 0.00

1,180.06 0.00 0.00 0.00 0.00 0.00
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Figure 7. Evolution of amounts received from the EU budget through
Next Generation
Source: Processed by the author based on the data in Table 2

According to official data, out of the total amount allocated to Romania
by the EU, the overall effective absorption rate was only 50.34%. What is
more significant regarding the absorption rate of European funds can be
summarized as follows:

* The lowest effective absorption rate was registered within the
Competitiveness Operational Program - only 24.01% of the
allocated amount;

* The highest effective absorption rate was registered within the
National Rural Development Program - 63.84% of the allocated
amount;

* at the level of EAGF type funds the effective absorption rate in the
period 2015-2021 was 94.89% (Table 3).
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Table 3. The evolution of the absorption rate of European funds in the

period 2014-2020
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Figure 8. Evolution of the absorption rate of European funds on

operational program in the period 2014-2020
Source: Processed by the author based on the data in Table 3
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Figure 8. Evolution of the current absorption rate of European
funds during 2014-2020

Source: Processed by the author based on the data in Table
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Conclusions

The current crisis triggered by the pandemic is unprecedented. In
addition to this, the current geo-political context in Eastern Europe, which
determined an inflation rate in Romania of 13.8% in April, unprecedented
since the 2008 crisis, many of the beneficiaries of European funds have
difficulties in the completion of those projects because they are facing a very
large increase in related costs, which could not be anticipated and cannot be
accurately forecasted given the uncertainty about the duration and intensity
of this shock affecting the economy and society.

Despite all the fiscal-budgetary measures adopted by the Romanian
Government, to combat the effects of the COVID-19 pandemic, in 2020 there
was a budget deficit of 9.2% of GDP (cf. Eurostat), ranking 6th in the EU on
an equal footing with France. However, the Government has allocated
approx. 46.3 billion lei representing approximately 4.45% of Romania's GDP
for fiscal facilities and investments for companies affected by the pandemic.

National Resilience and Recovery Plan (PNRR) - With an allocation of
29.2 billion Euros, the national economy will benefit from about 5 billion
Euros / year for the next 6 years (2021-2026), a level similar to foreign direct
investment attracted by Romania annually. The funds allocated through the
European Recovery and Resilience Mechanism will increase Romania's
capacity to invest in public projects, including in small local communities,
where the level of investments has decreased recently. Romania's budget on
grants allocated through PNRR will decrease by two billion euros, as a result
of GDP growth in 2021 compared to 2020, and the European Commission
considers that if a state registers GDP increases, it will adjust the funds
granted by MRR.

The Multiannual Financial Framework 2021-2027 - The new
Multiannual Financial Framework of the European Union, for the period
2021-2027, provides for an allocation of about 46 billion Euros for Romania,
thus consolidating the financial resources made available to the national
economy. Priority areas for investment will include transport, health,
digitalization, education and employment.
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