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EXECUTIVE SUMMARY

hdzNJ FaaSaayYSyid 2F w2YlFyAl akKz2ga Of SINIe
economy stand in opposition to a legarbon transition. In all three headline

categories of our analysgsnational conditionspolitical system, and external

projection and choice we conclude that most factors actively oppose the transition.
Nevertheless, we have identified several access points for an acceleratedtbon

transition in Romania:

National ConditionsOverall,the national conditions oppose an accelerated-

OFNb2y (GNIyairAldAzyod Cc2aarf FdzSta LXLFe Iy A
further fossil fuelandnuclearcapaciy are planned. Coal accounts for roughly a third

of the electricity mix and enjoydreng political support. The country also has
AAIYATFAOLIYG 3IFLa FyR 2Af NBA&2dANPendentY { Ay 3
countries.

Despite high economic pressure on coal, Romania has not yet defined aqlitase
date or a Just Transition stragg. After a support scheme for renewables had fostered
growth, it hassincebeen terminated and new regulatory roadblocks haleefacto
endedthe development of renewable technologid®enewable sourcesnosly hydro
power, account for roughly 40% of thenergy mixtoday.

Within the realm of energy politics and policyefficient energy infrastructure and
energy povertyarekey issues for the countrymext tomaintainingenergy

independence from Russim fact,Romania is one of the Europeaountries with a

very low energy dependency rate and it is set to play a major role in the European oil
and gas market due to recent discoveries in the Blackf$lea necessary policy
frameworks are createdlhereis alsolarge potential for additional id and solar
capacity across the country.

Potential drivers of thdow-carbon transition such as technology, innovation, finance
and the perception and role of public goods are not yet playisgaificantrole in

w2 Yl Yy ALl QaThéchinty & & atka2tiyedutsourcing destination for
information and communication technologies (ICT) developmenttaadjuality ofits
higher education in technical fields is notable.

However, bw public and private investments in research and development (R&D),
brain drain,emigrationand a lack of skilled workforce in many areas are key
challenges for further technological development. The boom in renewables has
shown that Romania could benefit from active engagement indavibon supply

chains but this wouldrequire targeted public investment. Although Romania has seen
a lasting period of rapid growtlhis was almost entirely driven by private

consumption enabled through generous social spendimgpublic investments into a
low-carbon transition depend largebn the EU budget.
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Due to high poverty and increasing income inequality, economic issues are perceived
as a key challenge for the country by the public, whereas climate change or
environmental issues are not of foremost concern. Romania is the EU conosty
vulnerable to natural disasters and it fadégheconomic costérom extreme

weather events, such as floodad droughts butthese are not connected to climate
change in the public discussion.

Political SystemIn general, key actors and institatis of the political system oppose

an accelerated lovearbon transition. Government and businesses tend to support

incumbent highcarbon industries. Romanian politics is dominated by the social
RSY2ONI A0 t {52 6KAOK Aa (osefestOthdzy G NE Q& f I
O2dzy i NEQa O2Ff NBIA2Yyad h@SNItf>x GNHzZAG Ay
and corruption is identified as a systemic challenge. Close ties between politics and

the energy industry, in combination with unstable coalitgovernments, frequent

change of higHevel political personnel and fragmented competencies are all barriers

to the implementation of longerm policies and measures.

The service sector is at the core of the current economy and its importance is

growing, while heavy industry played a crucial foistorically Tourism and
GSOKy2t23& IINB GKS O2dzy iNEQ&a Y2ad AYLRNILI
reindustrialization is aimportant part of thecurrentgovernment program.

W2YlF YAl Qa OAQGAf a20AS0Geé Aa 0SO2YAy3d Y2NB
movements, however, access to decisioaking is very limitedEnvironmental and

climate change issues are rarely cowkethe media, which is dominated by a few

O2y 3t 2YSNIGS&ad LyadSIFIRTE GKS Lzt A0 RAaO2d:
planned judicial reform and attempts to undermine the anticorruption framework,

which have provoked mass protesteerthe pasttwo years.

EU accession in 2007 provided an impetus for political and economic reforms and the
EU remains the key driver of environmental and climate legislation in Romania.
However, the country has taken a passive stance on climate and energy policy
discussios at the EU level and its most important EU policy goal is membership of the
Schengen area, which has so far been blocked by other Member States. Romania will
play a more visible role at the EU level as it assumed the Presidency of the Council of
the Euroan Union in January 2019 and will lead the EU during several critical events
and decisiosduring its sixmonth tenure.

External projection and choicev2 Y I YAl Q& 3S2LRtAGAOFT &Aldz
Black Seand competing claims about the region taeten Romania and Russia. The

NB 3 Apalific& &nd economic stability is a foreign policy priority. Russia is seen as a
YI22NJ GKNBIFGd ¢KS ! yAGSR {G4FrdSa FyR DSNXYI
policy partners, though Romania fears isolation freen/Vestern allies and is investing

heavily in its military. The country does not actively engage in climate diplomacy in
eitherthe UNFCCC negotiatioosthe EU, but it is an important player in regional

discussions on energy issues.
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la External Projection ‘)
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Public

Goods

National Conditions Political System

ize of Circle = ate Maturity: ' ' ' '
woe ... A OO MO E

Importance

Supportive Neutral Divided Opposing

INTRODUCTION: POLITICAL ECONOMY MAPPING OF ROMANI/
90oDQ&a t2fAGAOIE 902y2Yeé al LIWAyYy3dI aSiKz2R2ft 2
opportunities to countries presented by the lesarbon transitionPEMM aims to

identify underlying t@sions acroseational conditions, political system and external
LINE2SOGA2Y (G2 RSGSNNAYS gKIF{G O2yadNuzOda |
identify key interventions which could help to increase domestic climate ambition and

enable progress on thew-carbon transition. PEMM is based on désised

research, expert interviews and-gountry testing.

This briefing presents an assessment of the political economy of Romania, with a
focus on the lowcarbon transition. It is part of series of briefings on Central and
South-Eastern European countries published by EB@ithin the European Union

(EU), Central and Eastern European countries (CEE) are often seen as attenpting
slow down the lowcarbon transition, both domestically and by opposing stronger EU
climate action. Against this background, E3G has applied its PEMM to Romania and
Bulgaria as well as Hungary, Poland, Slovakia and the Czech Republic.

Often perceived aene unified bloc working against the lesarbon transition, E3G

digs deeper and studies their specificities, their influence, and their social and
economic interests. The aim of this research is to identify opportunities to accelerate
the low-carbon trangion domestically and at the European level. When taking a
closer look, considerable differences between the CEE states become apparent.
Identifying these discrepancies is crucial for designing cotgpegific interventions

and cooperation opportunitiethat support a lowcarbon transition.

1E3G (2019)Central and Eastern Europe in Focus
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ROMANI®{ Db! ¢LhDb!NS / hb5l

The analysis of national
conditions is guided by three
questions:

Public
Goods

How important is the area in the
real economy of the country?

Is the area accelerating or
inhibiting a low carbon transition?

How mature is the debate within
this area with regards to a low
carbon transition?

Size of Circle = Debate Maturity: ' ’ ’ ’
Relative . Light (Low), Dark ‘ ’ ‘ ’ ‘ ‘ ,
importance {High) - - -
Supportive Neutral Divided Opposing

ClimateRsk

Summary assessment:

Extreme weather events happen more frequenipd Romania is exposed to
significant climate risk. Nonetheless, current adaptation measures are relatively
weak.

Assessment categories:

Significance to the national interedtedium
Alignment with lowcarbon transition:Supportive
Maturity of the debatel ow

Romania i€xposed to significant climate risand recurring extreme weather events
have significant impacigausing a public discussion which is focused on adaptation
rather than climate mitigation measureRomania ishe EU country most vulnerable
to natural disastes and rankst6™ out of 88 countriesor exposure on the World Risk
Index? Its vulnerability is exacerbated by poverty and poor adaptation measures.

2Bundnis Entwicklung Hti(2018).World Risk Report 2018
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Floods which haveoccurred almost yearly since 19&ethe most frequentand

impactful extreme weather eventsThey accounted for 55% of all natural disasters
between 1990 and 2014 and have caused 86% of the economic costs from natural
disasters’ Extreme weather events have significantly increased in number since 2000,
with both the most severe drought (2007) and the most severe floods (2005)
happening in the new millenniurhThe most relevant climate change impacts are
hotter summers with more frquent and persistent heat waves and a reduction of
rainfall in summer month848% of agricultural land is endangeredftgquent and
prolonged droughts, impacting soil and irrigation practites.

There is currentlyio systemic national approach to risleduction. An Adaptation
Action Plan is part of the Climate Change Strategy, but most measures only refer to
research activities, not to concrete adaptation policies. Flood hazard and risk maps
are available, but climate impacts have not been taken int@aetin their
development. Local adaptation capacity is weak but stronger regional adaptation
plans exist.

Energy Transition

Summary assessment:

Coal and gas enjoy strong political support and are planned to remain a key part
2T w2 Yl y Asysem EnSrgfyDoNE# and inefficiency are key challenges.
Renewable energy development is stalling afiezviously strong growth rates.

Assessment categories:

Significance to the national interegtigh
Alignment with lowcarbon transitionOpposing
Maturity of the debateHigh

Fossil fuels play an importantrole y w2 Y I y A | Gad will k&yNeBnéinuevtd E

do so. 6.4GW of coal capacity and 5.6GW of gas capacity are currently installed

accourt for almost 50% of the powermbpw 2 YI YAl Qa Sy SNHe& &0 NI S+
AYLRNIFY(OG NBES T2N T2 & H8uktder fbsiziidl capaditefak) RS O
planned, including an additional 430MW natural gas capacity in lernut and 600MW

3 PreventionWeb (2014Romania Disaster & Risk Profile

4 Grantham Research Institute on Climate Change and the Environment (2lite Change Legislation in Romania

5 Ministry of Environment and Climate Change (20082 Y I YA I Q& { A E (i K tibnlod Glithafe-Chande2 Y Y dzy A O
6 ClimateADAPT (2018Fountry Profile: Romania

7World Bank (2018)5trengthening Disaster Risk Management in RomaiiimateADAPT (2018Country Profie: Romania
8|RENA (2017 ostcompetitive renewable Power Generatio Potential across South East Europe

9 Ministry of Energy (2016[Romanian Energy Strategy 202630, with an Outlook to 2030
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coal capady in Rovinari, both of which were named as priority projects in the 2030
E 3 G energy strategy?®

Romania hasignificant gas resourcesind the Black Sea offshore potential is a key

focus. Black Sea offshore reserves could almost double Romanian annual fgmeduct

After intense political debate about the exploitation of these resources, potential

investors, and the use of the resulting benefits, Parliament adopted allawing

offshore gas exploitation in October 2018. However, it also introduced a

supplemenary tax on offshore gas aradrequirement that half of the annual gas

output has to be sold in Romaniais unclear whether the potential investors,
9OEE2yaz20Af YR tSGNRYXZ gAtt AyoSaid GKS IR
under these circumstares!

However, it remains possibtbat existing fossil fuel capacities will be replaced with

gas, and Romania could become an important energy hub in Eastern Europe if not

limited by the missing interconnectivity infrastructure with its neighbours.

Romania has one operating nuclear power planti / SNy I @2 RN gA G K I C
1.4GW, and further capacity increases tmeeseen Two additional units at the same

site are planned by a Romani@hinese joint venture anddemorandum of
UnderstandingloU) for the project has been signed in 2015. The costs are
SaUGAYILGSR G epoyod

Energy policy is focused on supply securiBomania climate action is driven by EU

targets and EU fundandthe government does not envision additional climate

LRt AOASED® ¢KS A2@SNYYSYyidiQa LINAR2NRGE Aa G2
reducing energy and electricity prices. The energy strategyhwhiesees a slight

decrease in coal and gas use emphasizes technological neuttaitglementation of

EU energy and climate policy lags behifuadt examplehe EU Industrial Emissions
Directive(IED)as not yet been transposed into national law despitbecember

2017 deadlineand some power plants still operate without IED pernfits

The fossil fuel industry is largely stat@wned. Following an agreement with the
International Monetary Fund (IMFRomania sold minority stakes in several state
owned erergy companies. However, all nuclear, 98% of coal and 73% of natural gas

100n lernut pover plant, see GE (201D.9 | ¢ NRSR (G SOKy2t23& 2NRSNJ F2NJ {2dz2iK 9l &idsn
years

11 Financial Times (2018omanian tax demand puts Black Sea gas on hold
12 Business Review (2018).dzOf S NBt SOG NA O Q& darnid MICéntzhda reb@os) 0 dzA f RAy 3 (GKS o
13 See Ministry of Energy (201&omanian Energy Strategy 202830, with an Outlook to 2030

14 Business Review (20L&uropean Commission: Romania must apply EU norms for industrial emissions or risk referral to
EU Court of Justice

10 CLIMATE & ENERGY SNAPSHOT: ROMANIA


https://www.genewsroom.com/press-releases/ge-awarded-technology-order-south-eastern-europe%E2%80%99s-largest-gas-project-five-years
https://www.genewsroom.com/press-releases/ge-awarded-technology-order-south-eastern-europe%E2%80%99s-largest-gas-project-five-years
https://www.ft.com/content/09a36204-c8bc-11e8-86e6-19f5b7134d1c
http://business-review.eu/energy/nuclearelectricas-strategy-for-building-the-3-and-4-cernavoda-reactors-180781
http://www.ropepca.ro/lib/foto/1480687402Romanian-Energy-Strategy-2016-2030-executive-summary3.pdf
http://business-review.eu/news/european-commission-romania-must-apply-eu-norms-for-industrial-emissions-or-risk-referral-to-eu-court-of-justice-177713
http://business-review.eu/news/european-commission-romania-must-apply-eu-norms-for-industrial-emissions-or-risk-referral-to-eu-court-of-justice-177713

E3G

units remain stateowned?® Plans to sell minority stakes in the coal company Oltenia
Energy Complex were not realiz€dn addition, the entire hydro sector &ésostate-
owned

Thecoal sector is under strong economic pressure but enjoys political and financial

support. Coal accounts for 27% of total electricity generatiwhjch issignificantly

less than in most neighbouring countries. The senttes heavily on significant

subsdies!’ Nevertheless, major political parties don't question the role of caatl

there are strong ties between the Energy Ministry and the coal indussyeciallghe
sociodemocraticPSE w2 Y I Yy A | Q dhastmanyHEofess in minihghdgidns. A
RomaniarChinese joint venture is planning a new 600MW lignite power plant

Rovinari A Memorandum of Understanding for the project has been signed in 2013,
SadAYlFGAY3a (KS LINE 2 Syearlifedpad bulithelpibjectiy ny 0y & A
currently notprogressing furthet® Romania is also supporting the development of

/' T ND2Y [ FLXGd2NBE FyR {G42Nr3aS o6// {0 G§SOKyz2f2
demonstration project at unit 6 of the Turceni power plaht.

Despite the deficiencies of the coal sector, theradphaseout plaror longterm

Just Transition strateggnddebates on Just Transition are r&Pd.ignite mining is
inefficient relative to other EU countries, wilbw productivity per worker, and the
average age of coal plants4dyears?! The Oltenia coal region alonehere 95% of
lignite deposits are located, could lose over 10,000 juftzsa. 18600 coal jobs in
total.”2 Memories of thea A Y S NdeindRstrations of miners in the 1990s, are part
of the collective memory. The phaseout of hard coal miningich reducedgb
numbers in the main hard coal mining region of the Jiu Valley by around 48000,
almost completed, but despite support frothe World Bank and the EU no loibgrm
economic or social programmes accompaniedttia@sition??

Romania reached its 2020 tget for renewablesn 2014, mainly thanks to an
investment boom that lasted until 2013. Achieving the 2020 target was relatively easy
dueto the large hydro sector which was developed before 1989 and still accounts for
one third of installed capacity. Nestbeless, the investment boom led to a major

15 Ministerul Energiei (2019 ompanii sub autoritatea Ministerului
16 Export.gov (2019Romania: Openness to Foreign Investment

17Between 2005 and 20186, KS O21t &S00 2NJ NBOSAOSR whb odTcoy @ostofdhnYO Ay &d
Coal to Romania

18 CEE Bankwatch (2018he Great Coal Jobs Fraud

19|nstitute for Studies and Power Engineering (20CQS technology in Romania

20 For background information on Just Transition, see E3G (2Dis)Transition

21 CEE Bankwatch (201%he energy sector in Romania

22 European Commission (2018 coal regions: opportunities and challenges ahead
23 CEE Bankwatch (2018he Great Coal Jobs Fraud
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expansion ofenewable energy (REapacity, including the installation of one of

E3G 9dzNR LISQa f I NHS&al 2y aKeroday, rénewables hdcoNgt far ¢ A G K
25% of gross final energy consumption and hav&% 4hare in the electricity mix
(28% hydro, 11% wind, 3% solar PW.2 YI YAl Qa w9 aeadsSvya I NB
international players such as ENEL, CEZ and%.0ON.

The investment boom was facilitated by the Green Certificate Schenteoduced in
20082%’ Thestrong growth wasinexpectedand the scheme was cut back in 2013 and
ended in 2016, creating major investment uncertainties. It was planned to increase
the mandatory share of renewable electricity to 20% by 2020, but due to much faster
growth, the marketwvas distorted by an influx of certificates. Cutbacks in 2013 caused
several project developers to pull out of the country and access to the scheme ended
in 201628 Insolvency rates aknewable energyaurces(RE$companies are high in

recent years. In 2IB, international solaphotovoltaic P\j companies filed arbitration
proceedings against Romania over these changes, claiming that they are breaking the
Energy Charter Trea#j A new, smalkcale prosumer support scherhas been

introduced in 2018, and the Ministry of Energy is consideringrttreduction of a

/| 2y iGN OGa F2NISAFTFFSNBYOS 6/ C50.%a0KSYS Y2R

The governmentis planning arexpansion of the hydro sector, which isnder
debatein the country.It is planning to build new large hydro plants, including pump
storage, on the Danube, with capacities of up to 1,000fhEnvironmental non
governmental organisations call for stronger control over hydropower projects as
some are based on old construction permits and lie within protected Natura 2000
areas in the Danub€arpathian region, with potentially large environmental
impacts® This position is however heavily debated within the country, with others
calling for hydro power as a reliable and clean source of energy. Similarly, the
Carpathian Mountains are increasinglffected by demand for biomass, which is
driving the legal and illegal harvesting of its forests.

24|RENA (2017 ostcompetitive renewable Power Generation: Potential across South East Europe

25 European Commsson (2017)Energy Union Factsheet Romania

26 C P Chioncel et al. (2010verview of the wind energy market and renewable energy policy in Romania
27For more information on the Scheme, see Flanders Investment & Trade (R&t@wable Energy in Romania

28 Ecologic Institute & eclareon (201Qountry Report: RomaniaMinistry of Energy (2016Romanian Energy Strategy 2016
2030, with an Outlook to 2030RENA (2017Lostcompetitive renewable Power Generation: Potential across South East
Europe

29Balkan Green Energy News (208)hr PV park developers file for arbitration against Romania

30 Romania Insider (201842 Y| YAl Qa4 9Y @BANRYYSy{ aAyAai NBHousd pfrogramBallah w mnn Yy
Green Energy News (2018omania to introduce subsidy scheme modelled on CFD for altdavbonenergy producers

S1IRENA (2017 ostcompetitive renewable Power Gegration: Potential across South East Europe
32\WWWF (2017Hydropower Threats in Romania, Bulgaria and Ukraine
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http://www.ropepca.ro/lib/foto/1480687402Romanian-Energy-Strategy-2016-2030-executive-summary3.pdf
http://www.ropepca.ro/lib/foto/1480687402Romanian-Energy-Strategy-2016-2030-executive-summary3.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2017/IRENA_Cost-competitive_power_potential_SEE_2017.pdf?la=en&hash=DE44F51BDDFB43D4CB8D880B5AB71713447BA043
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2017/IRENA_Cost-competitive_power_potential_SEE_2017.pdf?la=en&hash=DE44F51BDDFB43D4CB8D880B5AB71713447BA043
https://balkangreenenergynews.com/solar-pv-park-developers-file-for-arbitration-against-romania/
https://www.romania-insider.com/environment-ministry-relaunch-green-house-program/
https://balkangreenenergynews.com/romania-to-introduce-subsidy-scheme-modeled-on-cfd-for-all-low-carbon-energy-producers/
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2017/IRENA_Cost-competitive_power_potential_SEE_2017.pdf?la=en&hash=DE44F51BDDFB43D4CB8D880B5AB71713447BA043
http://wwf.panda.org/?289350/

E3G

Recent stagnationafter reaching the 2020 targetwill create adifficult political

context for Romania in negotiating its EU National Energy and Clinfiéa (NECP).
There is no specific information on which targets will be set for 2030 and how the
government will approach the negotiations. The government has emphasized national
sovereignty over energy policy as a key demand in EU negotiations.

Energypoverty plays a key role in energy poliepaking Gas and electricity prices in

Romania are relatively low but still a significant financial burden, especially for poorer
K2dzaSK2ft Ra® w2Yl YAl Qa Syhighes i theBUMIWH & NI (S
households cannot pay their utilities an®&% of the population are unable to keep

their home adequately warm due to low purchasing power and efficiency standards.

The electricity sector is fully libersdid andthe liberalisation of gas prices for

household is planned for 202%.Biomass for heating plays an important role in rural
communities.

w2YlF YAl Qa SyYySNHe& AyaSyaiide ®NiEe countrisonK A 3 KS N
track to meet its 2020 target of reducing energy consumption by 19% but thettarge

has been criticized for being loag with the set target final energy consumption

would increase relative to GBIPThe high energy intensity is caused by the lack of
investments but also driven by the large availability of domestic resources. It has been
estimated that up to 80% of emissions from the building stock could be reduced

through refurbishmeng’

Except fowind and solaralmost all units in the energy system are relatively old

leading to major inefficiencies in energy production @arahsmission. Maintenance of

energy infrastructure is slow and transmission losses are%ighe officially installed

capacity is 22GW but the average power used to deliver to the system is only°7GW.

With a high share of baseload power generation cajegitearing the end of their

fAFS GAYSE (KS 32@0SNYyYSyid SELISOGa (2 Ay@S
of the ageing power generation fleet until 2030.

33UNDP (2016Energy poverty is a big deal in Romai& S NB Q& K2 ¢ ; BEufofeNBCoriiniidsiadN 30 FEnergy
Union Factsheet Romania

34Balkan Green Energy News (20182 Y| YAl Q& St SOGNR OA (& ; MuropghrObmmgsian (3027 Fdzf t & € A0
Energy Union Factsheet Romania

35 Ecologic Institute & eclareon (201Qountry Report: Romania

36 European Commission (201Byogress made on 2020 energy efficiency targénery Efficiency Watch (2013&nergy
Efficiency in Europe

37Individual Building Renovation Roadmaps (20E8)tsheet: Romania

38 Ecologic Institute & eclareon (201@Qountry Report: Romania

39 CEE Bankwatch (201%he energy sector iRomania

40 Ministry of Energy (2016Romanian Energy Strategy 202630, with an Outlook to 2030

13 CLIMATE & ENERGY SNAPSHOT: ROMANIA


http://www.eurasia.undp.org/content/rbec/en/home/blog/2016/11/7/Energy-poverty-is-a-big-deal-in-Romania-here-s-how-we-re-helping.html
https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
https://balkangreenenergynews.com/romanias-electricity-market-is-now-fully-liberalised/
https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
https://ec.europa.eu/clima/sites/clima/files/strategies/progress/reporting/docs/ro_2014_en.pdf
https://ec.europa.eu/energy/en/news/progress-made-2020-energy-efficiency-target
http://www.energy-efficiency-watch.org/fileadmin/eew_documents/Documents/EEW2/Romania.pdf
http://www.energy-efficiency-watch.org/fileadmin/eew_documents/Documents/EEW2/Romania.pdf
http://ibroad-project.eu/wp-content/uploads/2018/01/iBROAD_CountryFactsheet_ROMANIA.pdf
https://ec.europa.eu/clima/sites/clima/files/strategies/progress/reporting/docs/ro_2014_en.pdf
https://bankwatch.org/beyond-coal/the-energy-sector-in-romania
http://www.ropepca.ro/lib/foto/1480687402Romanian-Energy-Strategy-2016-2030-executive-summary3.pdf

E3G

Transport emissions have steadily increassidce 1990 driven by low fuel prices and
economicgrowth. Romania has the lowest tax rates on petrol and diesel in the EU,
only reaching the minimum rates prescribed by EU law. Registration and ownership
taxes are among the lowest in the EU and only the registration tax is partly based on
emissions'!

Energy Security

Summary assessment:
w2YlFYyAl A& 2yS 2 Findépemidhidduttdes tNaRks i larl§e/ S NH &
domestic gas and oil reserves. It has an exceptionally high potential for
renewables.

Assessment categories:

Significance to the national intest: High
Alignment with lowcarbon transitionOpposing
Maturity of the debateHigh

Romania aims to gain energgdependence from 2019 onwardsnd already has the

9! Qa GKANR f 2 ¢ atdtre?mhEedtaydrREBasHEN ENibpE, 8§ is the
largest producer of oil and gaand is set to play a major role on the European oil and
gas market due to recent discoveries in the Black(Seaudiscussion in thenergy
Transitionsection above)Gas import dependency is below 2% and Romania has the
6" largest proven natural gas resourcé®omanian proven crude oil reserves are the
4" largest in Europe but will be exhausted in 15 years at current extraction ¥ates.
Romania is anet exporter of electricity.Production exceeds consumption significantly
and in the electricity sector, the installed capacity of 22GW far exceeds the peak load
of ca. 8.510GW*

Grid interconnection is insufficient, but improvement efforts are ongoinbhe

electricity interconnedbn level of 7% is below the EU 2020 target of #0Romania

is @ member of various regional interconnection groups, such alligjte_evel Group

on Centraland South EasterBuropeEnergyConnectivity (CESE®Q)is working with
Bulgaria and Greece tocrS O 9 I & (i S NJFSo@thizNEdodSvitndhe b 2 NIi K

41 Ecologic Institute & eclareon (201Qountry Report: Romania

42 European Commission (201Energy Union Factsheet Romaniauswartiges Amt (2018Rumanien: Wirtschaft
43 European Commission (201Energy Union Factsheet Romania

44Business review (2018romania imported 3.46 million tonnes of oil in the first five months of the year
45World Bank (2016Pevelopment of lowcarbon energy supply system in Romania

46 European Commission (201Energy Union Factsheet Romania
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https://ec.europa.eu/clima/sites/clima/files/strategies/progress/reporting/docs/ro_2014_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
https://www.auswaertiges-amt.de/de/aussenpolitik/laender/rumaenien-node/wirtschaft/210824
https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
http://business-review.eu/energy/oil-gas/romania-imported-3-46-million-tonnes-of-oil-in-the-first-five-months-of-the-year-177078
http://documents.worldbank.org/curated/en/415811468197368301/Development-of-low-carbon-energy-supply-system-in-Romania
https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf

E3G

Southern Gas Corriddf Furthermore, the construction of a interconnector with
Moldova began in 2018.0nly two thirds of municipalities and cities are connected
to the gas networkand 91%is consumed irurban areas?

Looking at alternativesRomania has aexceptionally high potential for additional
RE capacitieEsspecially the South hagjood additional costompetitive solar PV
potential of up to 1I8GW and the country has one of the highest competitive wind
potentials in Europeavith 12-81 GW?>° Thesepotentials overlap with current high
carbon regions?

Technology and Innovation

Summary assessment:

Romania is an attractive outsourcing destinationifdormation and
communtcation technologiesICT development but struggles to produce
domestic startups. Energy research is not a priority and hampered by low
funding levels.

Assessment categories:

Significance to the national interedtow
Alignment with lowcarbon transitionNeutral
Maturity of the debatelow

Innovation efforts in Romania are suffering frorfaek of public and privateesearch
and development(R&D) funding. R&D intensity remains one of the lowest in the EU
at below 0.5% ofjross domestic producGDP and has not increased since 2067.
Romania ranks last in thmost recentEuropean Innovation ScoreboattiThe

business sector lacks interest in developing R&fvities and Romania has one of the
lowest shares of researchers in the private sector in thé*EU.

Energy research is not a prioritiRomania only participates the working group on
nuclear safetyut of the fifteen working groups of th&uropearStrategic Energy
Technology (SET) Pldmat aims to accelerate the development and deployment of

47 European Commission (20178nergy Union Factsheet Romanidinistry of Energy (2016[Romanian Energy Strategy
20162030, with an Outlook to 2030

48 Interfax Global Energy (2018jJioldova to start construction on interconnector with Romania this month

49Business Review (201&)nly two thirds of cities and a quarter of villages in Romania have access to natural gas services
50]RENA (2017 ostcompetitive renewable Power Generation: Potential across South East Europe

51 European Commission (201&)J coal regions: opportunities and challenges ahead

52 European Commission (201Romania Horizon 2020 Performance

53 Energy Industry Review (2018esearch and innovation in Romania, a land of two realities

54 European Commission (201Romania Horizon 2020 Performance
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https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
http://www.ropepca.ro/lib/foto/1480687402Romanian-Energy-Strategy-2016-2030-executive-summary3.pdf
http://www.ropepca.ro/lib/foto/1480687402Romanian-Energy-Strategy-2016-2030-executive-summary3.pdf
http://interfaxenergy.com/gasdaily/article/32087/moldova-to-start-construction-on-interconnector-with-romania-this-year
http://business-review.eu/energy/oil-gas/only-two-thirds-of-the-cities-and-a-quarter-of-the-villages-have-acces-to-natural-gas-services-177875
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2017/IRENA_Cost-competitive_power_potential_SEE_2017.pdf?la=en&hash=DE44F51BDDFB43D4CB8D880B5AB71713447BA043
https://ec.europa.eu/jrc/en/publication/eur-scientific-and-technical-research-reports/eu-coal-regions-opportunities-and-challenges-ahead
http://ec.europa.eu/research/horizon2020/pdf/country-performance/ro_research_and_innovation_performance.pdf#zoom=125&pagemode=none
https://energyindustryreview.com/opinion/research-innovation-romania-land-two-realities/
http://ec.europa.eu/research/horizon2020/pdf/country-performance/ro_research_and_innovation_performance.pdf#zoom=125&pagemode=none

E3G

low-carbon technologied. Y HamMnI GKS w2YFyAly 3J20SNYYSy

Energy Uniomesearch and innovatio(R&) priorities, with additional private
inved G Y Sy i &, whidh reprasentnly 0.2% of private investment across the
EU>®

Similarly, he9 y SNH & { (i Nhoal $fAuwdnRgiRomahik it &manufacturing
centre for the energy transition is not backed up by concrete polici€his would

require attracting significant lovearbon investment to make Romania a regionally
important producer and user of clean technologies, but achievement of this goal is
currently unlikely given an unstable policy framework and the lack of incentives after
the abolisiment of RES subsidies in 2016.

While higher education in technical fields is competitive in the regiche overall
education system is underfundetf Private sector wages are much higher than those
in the public education sect@nd researchers and academics earn onh3@% of the
salaries paid in Western Europe. Only 3% of SibWested in educatiopwhich is

below theglobal averagef 4.9%"’

However,Romania is aattractive outsourcing destination for international IT
companies Many multinational IT companies have established large developmental
departments in Romania and outsourcing of foreign companies accourasdond
GpE: 2T wZsattoryBut while Rdménia is highly rated for the quality of its
technical developers, #truggles to produce domestic statips. This is explaineoly

a mix of reasons including bureaucratic barriers, priorities of the education system
and political supprt.®®

¢ KS O 2dpadititd atdact and retain talent is relatively lowt ranks 130

worldwideon bothONR G SNA T Ay (GKS 22NI R 902y2YAO C2

Index>® Given the significant IT sector, thereuld bea highpotential to establish
low-carbon IT servicem the country.

55 European Commission (201Energy Union Factsheet Romania
56 Export.gov (2019Romania: Openness to Foreign Investmnet
57Emerging Europe (201RBomania Could Catch Up in Innovation

S8Forbes (2016w 2 YI YAl Q&8 {AtAO2y =xlFftSe I1La 'y Lyy2gliAa2y tNBofSY

59World Economic Forum (2017jhe Global Competitiveness Report 202018
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https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
https://www.export.gov/article?id=Romania-openness-to-foreign-investment
https://emerging-europe.com/voices/romania-could-catch-up-in-innovation/
https://www.forbes.com/sites/stephenmcgrath/2016/05/26/romanias-silicon-valley-has-an-innovation-problem/#1c154e254814
https://www.weforum.org/reports/the-global-competitiveness-report-2017-2018

E3G

Finance and Investment

Summary assessment:

As a result of governmemtolicies aimed at increasing private consumption, the

budget deficit is wideningand inflation is increasing. EU fune@gpresenta large

share of public investment$. KS FAY | yOAlf &aSOG2NXQRa L}R2aAdid;
still has significant vulnerdiies.

Assessment categories:

Significance to the national interedttedium
Alignment with lowcarbon transitionNeutral
Maturity of the debateMedium

Thebudget deficit haswvidened,and Romania almost missed the 3% EU stability

ceiling in 2017. It @aked at 4.1% of GDPtime second quarter c2017,which isthe

highest value in the EU, and is up from 0.8% in 2015 due to increased public spending

and tax cut$® Nonethelesspverall public debt is one of the lowest in the Eatl 38%

of GDP! Increases in private consumption are driving inflation ratednfiation

increasedi 2 n &1 AY CSONHzZ NB wnmy Fo2@S (GKS dzL
target band, causing an increase in therestrate 52

w2 Y | yirkde @eficitisincreasing OdzZNNBy Gf & adlFyRAY3I h ewm
further increase driven by higher consumption and the input needs of exgahted

industrial activity®*w2 Y YA Q&4 Y2aid AYLRNIFyd GNIFRS L
while the most importan foreign investors are France, Austria, the Netherlands and
Germany. China could play an increasingly important role, including in the energy

sector.

9! TFdzyRAY3I LI F&a |y AYLRNIAmWOS hadBputdic Ay G KS
investments in Romaaiare made using EU funtfsHowever the absorption rate is

very low®® For the 20142020 periodw 2 Y YAl A& NBOSAGAY A € on dd
hdzi 2F GKA&A O2KS&aAA2Y LRfAOE FdzyRAYy3d emdpo
AdzaGl AytofsS SyYSNH& FyR STFTAOASYO: FyR F+ 7

60 Freedom House (2018Romania Country ProfiteThe Guardian (201A4¢2 Y y A aKNXz3a 2FF 1068t | a 9d
economy booms

GLEBF (2018W2 YI YAl Q& ol yl1Ay3 aSOG2N) Cl OGa g CAIdNBA
62\World Bank (2018)T'he World Bank in Romania: Country Snapshot

63 Société Générale (201&ountry Risk of Romania: International Trade

64 European Commission (2019hare of Cohesion Policy per member state to public investment
65Romania Insider (2017Ylost public investments in Romania made through EU funds

66 European Commission (2014%ummary of the Partnership Agreement for Romania, 22620
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https://freedomhouse.org/report/nations-transit/2018/romania
https://www.theguardian.com/world/2017/oct/14/romania-economy-booming
https://www.theguardian.com/world/2017/oct/14/romania-economy-booming
https://www.ebf.eu/romania/
http://pubdocs.worldbank.org/en/119621524127061283/Romania-Snapshot-Spring2018.pdf
https://import-export.societegenerale.fr/en/country/romania/country-risk-in-trade
https://cohesiondata.ec.europa.eu/Other/Share-of-Cohesion-Policy-per-Member-State-to-publi/drqq-sbh7/data
https://www.romania-insider.com/public-investments-eu-funds/
https://ec.europa.eu/info/sites/info/files/partnership-agreement-romania-summary-aug2014_en.pdf

E3G

towards a decarbonized and energfficient transport sectaf’ The countrycould be
severely hity funding cuts fothe 2021-2027period of the next EU budgé&?

w2 Y | Viihahc@lssector is relatively strongut hassignificant vulnerabilitiessuch
aspositions in sovereign delasindreal estate markets. The level of nonperforming
loans was reduced from 22% at its peak in 2013 to 6% in Decembef2017.

Thelack of upto-date road and railway infrastructure is one key barrier to foreign
investment Romania is 128out of 138 countriesegardingthe total quality of its
road infrastructuren the latest Global Competitiveness Rep®t.

Public Goods

Summary assessment:

Romania experiences high growth rates but also persistent high poverty and
increasing inequalityTherefore, eonomic issues are perceived as the most
important challenge to the country.

Assessment categories:
Significance to the nationaiterest: Low
Alignment with lowcarbon transition:
Maturity of the debatel ow

Romania is experiencindasting period of rapid growth GDP has increased from
$176bn in 2007 to $212bn in 2017 and disposable household incomeddween
increasing continuously since 203\ onethelessthe countrystill hasone of the
highest poverty rates in the ELRomania is the second poorest EU country, reaching
only 57% of the EU average income per capitareover,39% of the population are

at riskof poverty. At the same time, income inequality is increasivith rural areas
falling behind’2

Therefore for the public economic challenges are most importanRising prices and
cost of living are seen as the most important issue facing the cogmyrg0% of the
population), followed by the economic situation (29%) and health and social security

67 European Commission (201Energy Union Factsheet Romania
68 Romania Insider (2018Romania may be the biggst EU fund loser in 2022027
69 |nternational Monetary Fund (2018Romania: Financial Sector Assessment Program

70Emerging Europe (201 Bomania Could Catch Up in InnovatioWorld Economic Forum (2017he Global
Competitiveness Report 2012018

71Oncioiu et al. (2017Pptimizing the Renewable Engy Potential: Myth or Future Trend in Romania
72\World Bank (2018)The World Bank in Romania: Country Snapshdtiswartiges Amt (2019Rumanien
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https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
https://www.romania-insider.com/erste-romania-biggest-eu-funds-loser-2021-2027/
https://www.imf.org/en/Publications/CR/Issues/2018/06/08/Romania-Financial-Sector-Assessment-Program-45961
https://emerging-europe.com/voices/romania-could-catch-up-in-innovation/
https://www.weforum.org/reports/the-global-competitiveness-report-2017-2018
https://www.weforum.org/reports/the-global-competitiveness-report-2017-2018
https://www.researchgate.net/publication/317255262_Optimizing_the_Renewable_Energy_Potential_Myth_or_Future_Trend_in_Romania
http://pubdocs.worldbank.org/en/119621524127061283/Romania-Snapshot-Spring2018.pdf
https://www.auswaertiges-amt.de/de/aussenpolitik/laender/rumaenien-node

(25%)7 In addition Romanians see poverty as the most serious protfieing the

E 3 G world.” BEmigration and demograpic decline arefurther major challengedor the
country. For instance,migration isat exceptionally high levels. Since 198
population has decreased by at least &8lion, with millions of Romanians living
abroad.Between 2007 and 2015, Romania had the second highest emigration growth
rate worldwide after Syri&

Romania hasne of the highest air pollution levels in the Edhd was sued at the
European Court of Justider failing to tackle air pollution in May 2018Air pollution
is responsible for aroun&7,000 premature deaths per yeaf 42% of the NQ
pollution is produced by road transport, followed by the energy seafuich is
responsible fo20%.Theenergy sectoproduces66% of Seypollution as, for example,
most coal plants are not entirely compliant with the Industrial Emission Direétive.

73 European Commission (2018tandard Eurobasmeter 88
74 European Commission (2013pecial Eurobarometer 459: Climate change

75Business Review (2018)4 million Romanians left the country in the last 10 years; second highest emigration growth rate
after Syria

76 Actmedia (2018)Romania is one of the most pollutant EU membe@EE Bankwatch (2013he energy sector in Romania
77 European Commission (201Energy Union Factsheet Romania
78 European Environment Agency (2018pmaniaq air pollution country fact sheet 2018
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http://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/getSurveyDetail/instruments/STANDARD/surveyKy/2143
https://ec.europa.eu/clima/sites/clima/files/support/docs/report_2017_en.pdf
http://business-review.eu/news/3-4-million-romanians-left-the-country-in-the-last-10-years-second-highest-emigration-rate-after-syria-159038
http://business-review.eu/news/3-4-million-romanians-left-the-country-in-the-last-10-years-second-highest-emigration-rate-after-syria-159038
https://www.actmedia.eu/daily/romania-is-one-of-the-most-pollutant-eu-members/76477
https://bankwatch.org/beyond-coal/the-energy-sector-in-romania
https://ec.europa.eu/commission/sites/beta-political/files/energy-union-factsheet-romania_en.pdf
https://www.eea.europa.eu/themes/air/country-fact-sheets/romania

E3G

ROMANI®R{ th[L¢L/![ {.{¢9a

The analysis othe political system
is guided bytwo questions:

Which actors in theolitical system
are powerful?

Are they supportive or hindering a
low carbon transition?

Basic parameters

Romania is a parliamentary democratic republic. It has a bicarparimentary

system composed of the Senate (the upper house), which has 136 seats, and the
Chamber of Deputies (the lower house) with 329 seats. Both are directly elected for a
four-year term based on proportional representation and party lists.

As Romaia has a sempresidential political system, the Prime Minister is the Head of
D2@SNYYSyidsz gKSNBIFa (GKS t NBaARSyYyid Aa GKS
directly elected for a fivegyear term with the right to one relection. The President

nominates he Prime Minister with approval from Parliament and further serves as

the commander in chief of the armed forces. The President is unable to initiate

legislation but can return bills for further debate.

79 Economist Intelligence Unit (201&omania
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http://country.eiu.com/romania
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Government anddvil Service

Summar)assessment:

Romanian politics iseavilyinfluenced by the PSD artiaracterized by unstable
coalition governments, frequerthange of political personal and fragmented
competenciesThe current governmerttas been criticized for performing
weaklyon anticorruption measures, sparking mass protests.

Assessment categories:
Level of power and influencéligh
Alignment with lowcarbon transitionOpposing

Romanian politics is dominated by the socidémocratic PSDEffectively the only

LI NIié dzyGAf GKS SFENIeé& wnnnazX AG NBYlIAyYa
2016 election and is currently governing in a coalition with the liberal ALDE, with a
cabinet appointed in January 2018 after a sHored PSD/ALD&Eabinet governing

from June 2017 to January 2018 resignadact, Rmaniancoalition governments

are unstable and experience frequent change of hilglvel political officials Prime

Minister Vioricab Ny ©fkhie RSD took office in January 20T8eP P party leader

Liviu Dragnea cannot serve as Prime Minister due to prior convictions for electoral
fraud buthe has high influencen Romanian politic®.

Political competencies are fragmentedRomania has a sefpresidential political
system with split cmpetencies between the Prime Minister and the Presidéiue
current government consists of 24 ministries headed by the Prime Minister. Within
thet NA YS a Ay AaadinSniées, hdweverAitép8wn management prevails.

Romanian governments frequently adopt emergency ordinancAtempts to

weaken the judiciary by emergency decree were oaeseof massive street protest

in 2017, which continugtin 2018.Senior pliticians are actively engaged in measures
frustrating the fight against corruption, often also because they are personally
affected. For example, both the speakers of the House and the Senate were convicted
for corruption or are under investigatioft. Recently, attempts by the PSD to change
corruption laws in a way that would exculpate their party leader Dragnea provoked
another round of masprotest. 82

l.:.l

80POLITICO (2018).A @A dz 5N Iy SI 3= . NHzA&aStaQ 2y02YAy3d WAttAOGSNIEQ KSIFRIO

81 Freedom House (2018romania Country Profile
82See e.g. CNN (201&omania protests: Thousands rally against government for second night
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https://www.politico.eu/article/liviu-dragnea-romania-eu-politics-illiberal/
https://freedomhouse.org/report/nations-transit/2018/romania
https://edition.cnn.com/2018/08/12/europe/romania-second-night-protests-intl/index.html

Apolitical conflictalsounfolds between Presidentohannis and the PSDBver the

E 3 G reform of the justice system and anticorruption measurekhannis is darge
obstacle to the PSDams, such as reshaping the justice system, and the PSD is trying
to remove him from officé?®

The Energy Ministry has close ties to the coal industiyghlevel staff has mviously

worked in different positions in the coal sector and the Energy Ministry has

repeatedly expressed open support for the continued use of fossil fuels. Energy policy

is mainly driven by energy companies and the development of the new national
energystrategy is perceived by some as Ampansparent, with little influence of low

carbon industriesTheEnvironment Ministry is perceived to have less power in
decisionmakingthan the Energy Ministry and its activities receive less attention. In

thereceni KA&AG2NEBX GKS aAyAaidNR KlFIa&a Y2adate &adz

Business

Summary assessment:

The Romanian economy is dominated by the service sedimurism and
technology are the most important growth sectors. Nonetheless,
reindustrialization is an important part of the government program.

Assessment categories:
Level of power and influencéedium
Alignment with lowcarbon transitionOpposing

W2YlFYALFQa 13 IANBGGK AY HamT ¢l Hisdmo8 9! Qa
entirely driven by private consumptiorihat is enabled through generous social

spending® Private consumption is increasing by 9% per year and is funded by tax

cuts, pensionncreases and hikes in minimum and public sector wages. Investments,

on the other hand, have been cut and public investments are largely dependent on

the EU®

w2 Y | yegohamy has shifted from energintensive industriesduring socialist
timesto highervalue-added manufacturing and servicé8 Therapidtransition in the
1990s wagraumatic, with many jobs being lost and many factorgdssing Today, the

8 The Romania Journal (2018)2 K yy A & I RYAGa& 2 LSy 02y ¥t A ®omasid isider g'gowj.())\ - D2@Q
w2YFyAlFQa NHz Ay3 LI Nheée LXFrya 2 adzZallSYyR LINBaARSyu Yfldza L2KE
84World Bank (2018)The World Bank in Romania: Country Snapshot

85 Busines Review (2017EEE report: consumption only driver Romanian economic growth

8 World Bank (2016Pevelopment of lowcarbon energy supply system in Romania
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https://www.romaniajournal.ro/iohannis-admits-open-conflict-with-dancila-govt-psd-media-say/
https://www.romania-insider.com/psd-plans-suspend-president/
http://pubdocs.worldbank.org/en/119621524127061283/Romania-Snapshot-Spring2018.pdf
http://business-review.eu/news/efe-report-consumption-only-driver-behind-romanian-economic-growth-149438
http://documents.worldbank.org/curated/en/415811468197368301/Development-of-low-carbon-energy-supply-system-in-Romania

E3G

economy is dominated by the service industry (61% of GDP), followed by
manufacturing (23%) and agriture (4%)?’ Cars, car parts and machine tools are the
most important products of the industrial manufacturing sector.

Tourism and technology are the most important growth sectofhe CTsector

reached 6% of GDP which is expected to increase to 12%25Small and medium

enterprises EME}in the ICTsector experienced a valeedded increase of 66%

between 2012 and 2016. This growth is enabled byetimergence of a highly

qualified workforce despite emigration, whose cost is lower than the EU average

¢CKS &aSOG2NI A& 2F LI NIOAOdzE F NJ AYLERNIFyYyOS G2
provides services to domestic companies, good wages, and is resilient to economic
shocks®®

Machinery and transport equipment are the most important exportespecially
vehicle parts. Foreign direct investors are mainly involved in heavy industry, vehicle
parts manufacturing, building and construction, petroleum refining, and textiles.

Reindustrialization is an important part of the government progrartt.is supposed

G2 0S SylFrofSR o0& GKS ySg WwW5S@St2LYSyid | yR
by emergency ordinanc®.Corresponding funds will also be used in the energy sector

and environmental groups worry that these vegiéirveto keep major fossil fuel

companies alive which would not survive in competitive markets. The scheme is

perceived as political issue, as theris a worry that the PSD will use it to gain control

over the involved companiedust Transition does not play a role debates about

structural changes in the industry sector.

The labourmarket is strong benefiting from growth and fiscal incentveReal wages
increase by 8% per year and unemploymeattvith 4.6% isat a 25year low?! Over

80% of Romanian employers have reported that they are fadiffigulties in filling
vacancies mostly because many workers are migrating to other EU courttries

Service jobs for Western companies are often seen as desirable over more traditional
industry jobs.

87 Auswartiges Amt (2019Ruménien
8 Santander (2018 Romanian Economic Outline
89 Santander (2018 Romanian Economic Outline

PphAY S hQ/ tRa@riea: Devetopnient énd Investment Sovereign Fund has generated huge interest among
international financiers

91 World Bank (2018)T'he World Bank in Romania: Country Snapshot
92Business Review (2018urvey: Romania, ranked second imetworld in terms of talent deficit
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https://www.auswaertiges-amt.de/de/aussenpolitik/laender/rumaenien-node
https://en.portal.santandertrade.com/analyse-markets/romania/economic-outline
https://en.portal.santandertrade.com/analyse-markets/romania/economic-outline
https://www.nineoclock.ro/2017/02/15/dragnea-development-and-investment-sovereign-fund-has-generated-huge-interest-among-international-financiers/
https://www.nineoclock.ro/2017/02/15/dragnea-development-and-investment-sovereign-fund-has-generated-huge-interest-among-international-financiers/
http://pubdocs.worldbank.org/en/119621524127061283/Romania-Snapshot-Spring2018.pdf
http://business-review.eu/business/survey-romania-ranked-second-in-the-world-in-terms-of-talent-deficit-174701
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Social dialogue between government, unions and business is perceived as lyeak
union leaders. There are no strong social contracts for most ecorsmuiors and
branchesThere are no influential trade unionstime field of renewables

Public discourse

Summary assessment:

Corruption and reform of the judiciary system dominate the public discoamse
caused largescale grassroots protests that emerged in 2017 and continued in
2018.

Assessment categories:
Level of power and influencéow
Alignment with lowcarbon transitionNeutral

Corruption and therelated proposed reform of thgudiciary system dominate the

public discourseDuring the 2016 parliamentary electiongyportant campaign topics
includedO2 NNXzLJi A2y > DS2NHS {2NRaQ FffS3aISR LINEZ
fundedcivil society organisation€80Opkand a referendum to amend the constitution

to restrict the definition of marriage to the union between a man and a wofiam.

the election, KS W{ I @S w2YlFIyAl !yAz2yu SaidlofAakKSR
platform focused on ending corruption and increapgovernmental transparency

obtained almost 9% of votes.

Trust in domestic political institutions is relatively lonOnly 20% of Romaniatrsist

the national government, the fifthowest value in the EU (compared to an EU average
of 34%). However, 40% of Romanians trust regional or local public authorities,
compared to an EU average of 5&9%he low trust in national political institutions i
mirrored in a significant decrease in the turnout in parliamentary electiaich was

at 38% in 2016, down from 80% in 1990. At the same time, turnout in presidential
elections is increasing, at 64% in 2014, up from 57% in Za€icipation in Europen
elections is low at 32% in 2014.

Civil society is becoming more activlerough mass protests and grassroots

movements. IN201Y I &a LINRPGSada F3IFAyad GKS 3I23FSNY)
and attempts to undermine the anticorruption frameworkmerged® These

protests are overwhelmingly supported by middlass urban populations and the

Romanian community abroad. Largeale protests were influential in the pagir

93 USAID (20172016 CSO Sustainability Index
94 European Commission (2018tandard Eurobarometer 89
9 Freedom House (2018Romania Country Profile
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https://www.usaid.gov/sites/default/files/documents/1866/CSOSI_Report_7-28-17.pdf
http://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/getSurveyDetail/instruments/STANDARD/surveyKy/2180
https://freedomhouse.org/report/nations-transit/2018/romania

E3G

examplewhen protesting austerity measures in 2012 or fkesia Montananining
project in 2013.

In response to mass protests, politicians from and allies of the ruling PSD/ALDE
coalition occasionally resort taationalist rhetoric. In addition, gnior politicians from
the coalition and related media outlets are increasirgyyploying rhetoric against
foreign investors in banking, insurances, and the real economy. In this context,
George Soros is repeatedly being accused of promoting foreign interest through
funded CSQ¥

There is only @imited institutionalized role for NG@in the decisioAamaking process.
w2YlFyAl KFra 2yS 2F GKS 9! Qa t2¢6Sad bDh
environmental NGOs are branches of international organizations, and their rate of
success varies as they are often unable to find domestic dialpgrirers. Since

2017, decisiommakers are restricting NGOs through legislative measures while there
arefew restrictions for starting new NGOs.

The media landscape is politicallyofarised and dominated by a few conglomerates
Two of the most popular nes channels, Antena 3 and Romania TV, are often
criticized for broadcasting misinformation and frequent derailments from journalistic
standards’ Members of the press were violently attacked by the police during
clashes with antcorruption protesters in Agust 2018, sparking international
criticism?® Environmental and climate change issues are rarely covered in the media
and energy supply and prices are of foremost concern.

The rights of ethnic minorities are under special protectibnt the Roma, the
secondlargest minority in the country, are still in a difficult position. Roma are
particularly affected by poverty and more general economic, social and cultural
isolation®®

% Foreign Policy2017)2 K2 Qa ! NI A R ;Feed@nS-BudE(3019pamMbida L euntry Profile
97 Freedom House (2018Romania Country Profile

98 ORF.at (2018Attacke auf Osterreichisches Kamerateam

99 Auswartiges Amt (2019Rumaénien
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https://foreignpolicy.com/2017/10/10/whos-afraid-of-george-soros/
https://freedomhouse.org/report/nations-transit/2018/romania
https://freedomhouse.org/report/nations-transit/2018/romania
https://orf.at/v2/stories/2450635
https://www.auswaertiges-amt.de/de/aussenpolitik/laender/rumaenien-node
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European Union

Summary assessment:

Trust in EU institutions is high despgevernmentconcerns that Romania is not
adequately respected in Brussels. Thare recurring problems with the
implementation of EU legislation. Romania assumedgbePresidenciyn
January 20109.

Assessment categes:
Level of power and influenceétigh
Alignment with lowcarbon transition:Supportive

Public trust in EU institutions is highlbut the government feels that Brussels does not
take its concerns seriously enougthich hagmplications for its key interest in EU
Cohesion Palicy in Eastern Europe and the Common Agricultural Policy. The public
sees EU membership as a way to promgwed governance and curb corruption. 51%
of Romanians trust the EU and 66% are optimistic about its futiEeU funding is an
essential share of public investment in Romania.

w2 Y | yidost important EU policy goal is joining Schengamd suspending borde
controls. This has failed so far due to concerns of olhemberSates about deficits

AY wW2YlF YAl Q& 2dzZRAOAL NEBE NI FAMNM@Eentatigriof A 0 &
EU legislation is slowThough there is a general willingness to comply with EU
legislation, Romania largely lacks the resources for this and is regularly subject to
criticism from the European Commissidor, examplefor failing to transpose the
Industrial Emissions Directive into national law.

Romania has taken a genergbigssivestance on climate and energy policy
discussionsn the EU. Transition periods on environmental requirements egpire
2018.Jiu Valley is a pilot region of the EU Coal Regions in Transition Platfehich
was founded by the European Commission atehd of 2017 to assist regions looking
for alternative ways to develop to co&f

For the first time since joining the ERpmania assumed the Presidenof/the

Council of the European Unidn January 2019During its skmonth tenure, it will

lead the EWuring a number of critical evengsd decisionsBoth Brexit Day and the
European elections will take place during the Romanian Presidsturgover, diring

a summit in Sibiu in May 20%fads of state and government from EU countries will

100 Eyropean Commission (2018tandard Eurobarometer 88
101 Auswartiges Amt (2019Ruméanien
102 European Commission (2018pal Regions in Transition
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http://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/getSurveyDetail/instruments/STANDARD/surveyKy/2143
https://www.auswaertiges-amt.de/de/aussenpolitik/laender/rumaenien-node
https://ec.europa.eu/energy/en/topics/oil-gas-and-coal/coal-and-other-solid-fuels

meet to definepriorities for the next EU Commissidn.addition negotiations over
E 3 G the9 | Qa -2hMukliiamnualFHnancialFramework(MFF)andthe EU longerm
climate strategyfollowing the Commission proposaliMovember2018will continue

The Presidency hasf 82 aA3IyAFAOIydte AYyONBFaSR AydS
domestic affairs, causing senior EU officials and parliamentarians to openly criticize
0KS w2YFyAly 3J20SNYyYSy&#0a LIX Fya F2N 2dzRAC

103EUObserver (2019EU and Romanian leaders quarrel at presidency launide Parliament Magazine (201MEPs voice
concern over Romanian EU Council presidency
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https://euobserver.com/political/143873
https://www.theparliamentmagazine.eu/articles/news/meps-voice-concern-over-romanian-eu-council-presidency
https://www.theparliamentmagazine.eu/articles/news/meps-voice-concern-over-romanian-eu-council-presidency

E3G wh a! b EXTERNAL PROJECTION AND CHOICE

Theanalysis ofthe external
projection and choicas guided by
three questions:

How engaged is a country in foreig!
policy and climate diplomacy?

Is this engagement supporting or
hindering a low carbon transition?

How mature is the debate on the
low carbontransition?

Foreign Policy

Summary assessment:

w2YFyAlIQa 3IS2LRtAGAOFE aAdda GA2y Aa RSTA
influence and isolation from its Western allies. Consequenttyijitary

expenditures ardiigh at 2% of GDP.

Assessment categories:

Level of engagemenHigh

Alignment with bw-carbon transitionNeutral
Maturity of the debateHigh

The. £ I O1 {SI RSTAySa w2 Y.hnjiddifcdsito j@irSNAT®R f A G A Ol
(2004) and the EU (2007), Romania portrayed itself as a key geostrategic player based

on its Black Seaccess. Promoting demacracy in the Black Sea region is a key part of

AGa aSOdaNAGe adNraGS3Ies YR GKS NBIAZ2Y QA L.
priority. 1% To this aimRomania is part of the Bucharest Nine (B9) and the Three Seas
Initiative.1%

¢KS | YAGSR {GFrdSa o6 {0 I'yR DSNXIy& I N5 w2
partners. Romania isfor instancehome to aUS air basanda ballistic missile
defence system% These investments followed repeated, but unsuccessful, attempts

104War On The Rocks (201Bkealing with the Russian lake next door: Roniamnd Black Sea security

105Three Seas Initiative (201@bout the Three Seas InitiativePoland In (2018Polish, Romanian presidents to host
Y. dzOKIF NBaid bAySQ adzyvyaii

106 S Air Force (2014romania air base replaces Transit Center MagndS Nay (2019)Naval Support Facility Deveselu
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https://warontherocks.com/2018/08/dealing-with-the-russian-lake-next-door-romania-and-black-sea-security/
http://three-seas.eu/about/
https://polandin.com/37554402/polish-romanian-presidents-to-host-bucharest-nine-summit
https://polandin.com/37554402/polish-romanian-presidents-to-host-bucharest-nine-summit
https://www.af.mil/News/Article-Display/Article/494562/romania-air-base-replaces-transit-center-manas/
https://www.cnic.navy.mil/regions/cnreurafswa/installations/nsf_deveselu.html

E3G

by theRomanian government to convince the EU and NATO to make the Black Sea
region a greater security priority, ultimately causing Romania to prioritize its bilateral
relationship with the U$Y’ Security cooperation with the US has grofurther in
importance dueo the developments in the Ukraine. Transatlantic relations and
European integration are foreign policy priorit®®8 Theimportance of China is
increasingsignificantly,%°

Russia is seen as a major thre&utin has directly threatened to atta&omania over
its stationing of US missiles, and Romania is a repeated object of Russian military

exercises®®wdza a Al Qa4 Ay @k aAaz2y 2F [/ NAYSI Kla airidy

security situationConsequently,he bilateral relationship is seen as comple

Romania fears isolation from its Western allies and is investing heavily in its

military® t NBaARSY d ¢ NHzYLIQa dzy Of SI NJ O2YYAGYSy

serious source of conceand there is also discontent about a perceived imbalance in
b I ¢sifdRus on the northern part of its eastern flamkcluding theBaltic statesand
Poland as opposed to the southern paRRomanias one of six NATO countries
reaching the 2% spending target advocated by President Tt&mp.

¢ KS 32 FSNY YS gair@piion andjlidicial yetormarg/closely watched by

w2YF YAl Qa 2 B3aunés28a8, the U$ BmBassy in Bucharest, alongside
elevenother Western embassies, issued a statement calling on the government not to
weaken the rule of law and fight agatreorruption*2 Similarly, the European

I 2YYA&AaA2y Q& LINE 3 NabdaaEurdpdahRaNidmerg ngsolatidnyfrony A |
November 201&howdeep concerraboutw 2 Y YA I Q& biBrafgthel a i S L&
judicialsystem ad undermiring the fight against corruptioft?

107War On The Rocks (201Bjaling with the Russian lake next door: Romania and Black Sea security
108 Auswartiges Amt (2019Ruméanien
109 Xinhua (2018)China, Romania agree to deepen cooperation in infrastructure, finance

UOCNN (2016w dza &ALy t NBAARSY(d =+t RAYANI tdziAy &1 Nya& KSQtt NBGITALFGS

111 Foreign Policy (2017A)Vith Demands for More NATO Spending, Romania Steps Up
112U.S. Embassy in Romania (20Mgjor Partner Countries Call Upon Romania to Consider Potential Negative Impact of
Criminal Law Amendments

113European Commission (201BYiropean Commigs 2 YrOgiessReport on Romania under the Cooperation and
Verification Mechanism European Parliament (201Buropean Parliamet Resolution of 13 November 2018 on the Rule of
Law in Romania
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https://warontherocks.com/2018/08/dealing-with-the-russian-lake-next-door-romania-and-black-sea-security/
https://www.auswaertiges-amt.de/de/aussenpolitik/laender/rumaenien-node
http://www.xinhuanet.com/english/2018-07/08/c_137309015.htm
https://edition.cnn.com/2016/05/28/europe/putin-threatens-romania/index.html
https://foreignpolicy.com/2017/05/03/with-demands-for-more-nato-spending-romania-steps-up/
https://ro.usembassy.gov/potential-negative-impact-of-criminal-law-amendments/
https://ro.usembassy.gov/potential-negative-impact-of-criminal-law-amendments/
http://europa.eu/rapid/press-release_IP-18-6365_en.htm
http://europa.eu/rapid/press-release_IP-18-6365_en.htm
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2018-0446+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2018-0446+0+DOC+XML+V0//EN&language=EN
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Climate Diplomacy

Romania is actively engaged in pruiclear diplomacylt is part of a U$ed eight

Summary assessment:

While Romania is not an active player in international climate diplom#cis
engaged inregional discussions on energylt shows some international

commitment through ODA and GGkdling.

Assessment categories:

Level of engagementow

Alignment with lowcarbon transitionNeutral
Maturity of the debatel ow

country alliance including Russ@anada and Poland, that aims to promote nuclear
power!#It is also anmportant player in regional discussions on energy issuis

a 0SSy |OGA@Ste Ay@d2ft SR Ay RAaOdzAaaAiAzzya
Partnershp countries

K

However,Romania is nt an active climate diplomacy playen the EU or other

international fora It participates in the UNFCCC negotiations as part of the EU
delegation but does not play an important roletirem. It has contributed $100,000
to the Green Climate Fur6CF}*® The majority(59%)of Romani@ $269nmOfficial
Development Assistand®DA)goes through multilateral organisationsainly the
EU, followed by the World Bank atite UN 116

114Business Review (201&®omaniag R wdza &A= | Y2y 3 asSgSy
nuclear power

115Green Climate Fund (201®esource Mobilization
16OECD (20182 YI YA Q& hFFAOALE 5S@St2LIrSy i

GAYGSNY L GA2Y L E

laarail yos
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http://business-review.eu/energy/romania-and-russia-among-seven-international-partners-supporting-us-initiative-to-push-nuclear-power-170971
http://business-review.eu/energy/romania-and-russia-among-seven-international-partners-supporting-us-initiative-to-push-nuclear-power-170971
https://www.greenclimate.fund/how-we-work/resource-mobilization
http://www.oecd.org/dac/stats/romania-official-development-assistance.htm




