ROMANIA – NATIONAL REPORT
The general socio-economic context of the rural area

General economic background

Romania enjoys an important yet underexploited development potential. With an area of 238 thousand km2 and a population of more than 21 million inhabitants, Romania is the second largest new member state, after Poland. It accounts for 6% of the total EU area and 4% of its population. Investments and competitiveness in Romania still need to be improved in order to accelerate economic growth and secure income convergence with the EU. In 2005,

Romania accounted less than 1% of the Community GDP, with the GDP per capita growing rapidly but still only representing 34% of the EU25 average (NSI – Romanian Statistical Yearbook, 2006). These gaps arediminishing as a result of the integration into the EU. The Romanian economy is growing faster than the EU, and the GDP per capita is catching up. After significant falls towards late 90s, the Romanian economy vigorously resumed its growth starting with 2000 and registered an average rate of about 5% per year. The peak was reached in 2004, with a GDP growth rate of 8.5% against the previous year.

Rural areas have substantial growth potential but, most importantly, play a vital social role.

According to the national definition2, rural areas in Romania cover 87.1% of the territory, and include 45.1% of the population (as of the 1st of July 2005 indicators of National Statistical Institute3), i.e. 9.7 million inhabitants. The average population density in rural areas has remained relatively constant over the years (about 45.1 inhabitants/km2). The OECD definition of rurality4 results in slightly different figures, but allows for international comparisons. Though similar in territorial distribution, Romania’s population is significantly more rural. The share of Romanian rural population reflects the high incidence compared to the EU countries with less densely populated, smaller-scale settlements as an alternative to urban concentrations. Many of these rural communities make a small contribution to economic growth but preserve the social fabric and the traditional way of life.

Rural population is not evenly distributed. There are significant differences in population densities across Romania. Most communes with less than 50 inhabitants/km2 are clustered in the western part of the country, which contrast with the Eastern and Southern parts where communes with densities between 50 and 100 inhabitants/km2 dominate. The most populated rural territories are in North East, where birth rates are high, and South, where a high degree of industrialization was achieved during communist times. There are important gaps, in particular as a result of the relief influence at regional and county level. In this context, the 24 communes and cities that are overlapping totally or partially with the Biosphere Reservation Danube Delta are to be remarked, where the population average density is of 28.7 inhabitants/km2.

Overview of Rural Demographics

Romania’s decline in population, most pronounced in rural areas, is a challenge for the economic development of these regions.

Since reaching its peak in 1989, the total Romanian population has been declining rapidly ever since. This declining trend is sharpest in rural areas. Urban inhabitants exceeded the number of rural dwellers starting with the mid-80s, in response to the economic challenges Romania was facing at the time. With the recent economic boom, the urban population has

increased to some extent, while the number of rural inhabitants continues to drop.

Labour Market

Increase urbanization of the active population.

Recent economic growth, largely concentrated in the urban, non-agricultural sectors of the economy, is attracting the active population to urban areas. External-migration of young rural people together with the ageing of the rural population leads to a decline in the availability of labour resources in rural areas. The rural active population fell by almost 7% between 2002 and 20056 to about 4.5million, while the urban active population increased by 3% over the same period. Employment, in absolute figures, follows this trend closely, and about 4.2 million people remain employed in rural areas.

The occupation rate of the population in rural area referred to the total rural active population, aged between 15 and 64 years old, decreased by 6.8% during 1998-2005, reaching 61.6% at the level of the year 2005.

 



    SOCIAL SECURITY SYSTEM
Chapter I: Introduction, organisation and financing 
Introduction 
Romanian social protection is provided by public institutions in close cooperation with private institutions. The public social protection institutions run diverse schemes at both the central and local levels of administration. 

At the central level of administration, the ministries, national agencies, or national houses provide protection for individuals related to sickness/health, maternity, invalidity, old-age, survivor, accidents at work and occupational diseases, family/children, and unemployment. 

At the local level of administration, the offices of the mayor and the county general directorates for social assistance and child protection cover individuals’ needs according to social solidarity and social inclusion principles.  The most significant private social protection institutions are the pension companies. These are new institutions that became operational quite recently and are responsible for providing of invalidity, old-age and survivor Pensions. The private social services providers on the other hand, largely cover the individual’s needs for long-term care. 

Organisation of social protection 
Central public administration 
The Ministry of Labour, Family, Social Protection and Elderly (Ministerul Muncii, Familiei, Protecţiei Sociale si Persoanelor Vârstnice) implements the Government’s policies and strategies in the field of labour, family, equal opportunities, and social protection. The Ministry of Health (Ministerul Sănătăţii) elaborates policies, strategies and action programmes in the public health field according to the Government Programme. It coordinates and controls the implementation of politics, strategies and programmes in the public health field, at the national, regional and local level. 

The Ministry of Health is in charge of the reform process in the health field; it organises, coordinates, and guides the activities for assuring the population’s health and acts in preventing and combating practices that harm health. 
The Ministry of National Defence (Ministerul Apărării Naţionale), the Ministry of Internal Affairs (Ministerul Afacerilor Interne) and the Romanian Intelligence Service (Serviciul Român de Informaţii) administer and operate, through the categorical houses of pensions, the public system of pensions, and, directly, the schemes for accidents at work and occupational diseases, sickness benefits in cash, maternity/paternity benefits and family benefits, as regards the staff in the field of defence, public order and national security. 
The National House of Public Pensions (Casa Naţională de Pensii Publice) is an autonomous public institution. It administers and operates the public system of pensions, as well as the accidents at work and occupational diseases’ scheme.

The National Agency for Employment (Agenţia Naţională pentru Ocuparea Forţei de Muncă) is an autonomous public institution, which administers and operates the unemployment insurance system. 

The National Health Insurance House (Casa Naţională de Asigurări de Sănătate) is an autonomous public institution, which administers and operates the health insurance system, coordinated by the Ministry of Health. 

Local public administration 
The offices of the mayor and the county general directorates for social assistance and child protection are responsible for social assistance. The county general directorates for social assistance and child protection are subordinated to the county councils. 

Private bodies 
The Lawyers' Insurance House (Casa de Asigurări a Avocaţilor) administers and operates the unique, specific and autonomous system of pensions and other social insurance benefits for lawyers. 

The Public Notaries' House of Pensions (Casa de Pensii a Notarilor Publici) administers and operates the unique, specific and autonomous system of pensions and other social insurance benefits for public notaries. 

The pension companies (societăţi de pensii) manage the pension funds within the system of privately administered pension fund schemes (second pillar) and within the voluntary pension system schemes (third pillar). 

The private social services providers are organised into private centres such as day centres, residential centres etc. 

Financing 
Social protection is financed from social contributions, local budgets, and the State budget. 

Family benefits and social assistance are tax-financed. The other branches are primarily financed by contributions, as follows. 

Old age, invalidity and survivors 
 Employee: 
First pillar: 10.50% (including the 4% contribution rate to the second pillar). There is a ceiling applied to the calculation basis of five times the projected average gross earnings, per source of earnings. 

Second pillar: 4% is subtracted from the contribution rate to the first pillar. The contribution rate to the second pillar is increased by 0.5% annually until it reaches 6%. There is a ceiling applied to the calculation basis of five times the projected average gross earnings, per source of earnings. 
 Employer: 
First pillar: The contribution rate varies with the working conditions: 20.80% for normal working conditions, 25.80% for difficult working conditions, and 30.80% for special working conditions. There is a ceiling applied to the calculation basis of five times the projected average gross earnings multiplied by the average number of employees. 

Second pillar: There is no employer contribution requirement. 

 Self-employed: 
First pillar: 31.30% (including the 4% contribution rate to the second pillar). There is a threshold applied to the calculation basis of 35% of the projected average gross earnings, and a ceiling of five times the projected average gross earnings. 

Second pillar: 4% is subtracted from the contribution rate to the first pillar. The contribution rate to the second pillar is increased by 0.5% annually until it reaches 6%. There is a threshold applied to the calculation basis of 35% of the projected average gross earnings and a ceiling of five times the projected average gross earnings. 

Sickness and maternity 
 Employee: 
The contribution rate for benefits in kind is 5.5%. There is no contribution for cash benefits. No ceiling is applied to the calculation basis. 

 Employer: 
The contribution rate is 5.2% for benefits in kind and 0.85% for cash benefits. Regarding the contribution for cash benefits, the ceiling applied to the calculation basis corresponds to 12 times the minimum gross wage for each employee. 

 Self-employed: 
The contribution rate is 5.5% for benefits in kind and 0.85% for cash benefits. 

Regarding the contribution for benefits in kind, the threshold applied to the calculation basis is the minimum gross wage. 

Regarding the contribution for cash benefits, the ceiling applied to the calculation basis corresponds to 12 times the minimum gross wage. 

 Pensioners: 
The contribution rate for benefits in kind is 5.5%. There is no contribution for cash benefits. The contribution for benefits in kind may not reduce the pension to below RON 740 (€ 166).

Unemployment 
 Employee: 
The contribution rate is 0.5%. There is a ceiling applied to the calculation basis of five times the projected average gross earnings per source of earnings. 

 Employer: 
The contribution rate is 0.5%. No ceiling is applied to the calculation basis. 

 Self-employed: 
Voluntary insurance. The contribution rate is 1%. There is a threshold applied to the calculation basis which corresponds to the minimum gross wage and a ceiling of five times the projected average gross earnings. 

Accidents at work and occupational diseases 
 Employee:
There is no employee contribution requirement. 

 Employer: 
The contribution rate ranges between 0.15% and 0.85% according to risk classes. No ceiling is applied to the calculation basis. 

 Self-employed: 
Voluntary insurance. The contribution rate is 1%. 

There is a threshold applied to the calculation basis of 35% of the projected average gross earnings and a ceiling of five times the projected average gross earnings.

Chapter II: Healthcare 
When are you entitled to healthcare? 
All persons legally residing in Romania are covered by the national health insurance fund, including foreign nationals permanently residing in the country. 

In order to receive healthcare, the insured person and his/her dependants must have paid at least 6 months of contributions during the 12 previous calendar months. In case of an emergency surgery, tuberculosis, AIDS, or other contagious diseases, no qualifying conditions apply. Healthcare is also provided to university students, persons engaged in military service and prisoners. Voluntary coverage is available for temporary residents and for diplomatic staff accredited in Romania.

How is healthcare accessed? 
Medical services are provided directly by local health insurance funds and include general and specialist health care, outpatient care, hospitalisation, medicines, appliances, rehabilitation, preventive medical assistance, maternity care, transportation and other medical services.

The insured person must choose a family doctor/general practitioner for medical services of a general nature. This first step is mandatory in order to be enrolled into the health insurance system. 

The choice is made by each insured person individually on various personal criteria (nearby home or work, less patients, high level of professionalism, good communication and understanding, etc.). The specialists can be accessed directly only for urgent matters at the local dispensaries. For all other emergency cases a referral is made by the family doctors.

Chapter III: Sickness cash benefits 
When are you entitled to sickness cash benefits? 
Sickness benefits in cash are provided to employed persons residing in Romania (employed persons with individual labour contracts; civil servants; judges; diplomatic and consular staff; certain officials within the executive, legislative, and judicial authorities; craft cooperative members; persons receiving unemployment benefits; self-employed persons). 

Cash sickness benefits for temporary incapacity to work 
These benefits are paid to replace an income which is suspended due to sickness. To be eligible, the insured person must have at least 6 months of contributions in the 12 previous calendar months before the incapacity began.

No qualifying conditions apply for emergency surgery and in cases of tuberculosis, AIDS, or other contagious diseases. Coverage is credited for certain periods, including periods during which social insurance benefits are received and for periods of university study, military service, or imprisonment. 

Illness prevention and rehabilitation for work benefit 
This benefit is paid to persons undergoing temporary rehabilitation through placement in an alternative job. 

Child care allowance 
The insured person has the right to interrupt his/her activity and receive sickness indemnities in the event that his/her child (up to 7 years of age, increased to 18 years of age if the child in question is disabled) is struck by illness.

Medical benefits 
This benefit is paid to persons who have paid at least 1 month of contributions in the last 12 months. No qualifying conditions apply for certain categories of residents, for emergency surgery, and in cases of tuberculosis, AIDS, or other contagious diseases. 

The current mechanism for granting sickness benefits is under revision by the Ministry of Labour, Family and Social Protection. Stricter conditions will be adopted with respect to the entitlement to temporary benefits or retirement.

What is covered? 
Cash sickness benefits for a temporary incapacity to work 
Cash sickness benefits for a temporary incapacity to work represent 75% of the insured person's average monthly earnings∗ (100% for emergency surgery, tuberculosis, AIDS, and other contagious diseases). 

The insured person is entitled to sickness indemnity for the whole duration of his/her inability to work for a maximum of 183 days a year for each illness and may be extended in some cases. In case of tuberculosis and other specific diseases, the indemnity is paid for one year with the possibility to extend the duration by 6 additional months. 

If the beneficiary does not recover after the period for which he/she is entitled to benefits, the physician may propose a temporary or permanent retirement. 

In some cases, a reduced working time may be proposed by the doctor; the beneficiary is thus entitled to a corresponding indemnity. When rehabilitation is necessary, the insured can also benefit from spa treatment.

Illness prevention and rehabilitation for work benefit 
The benefit comprises temporary rehabilitation through placement in an alternative job and a cash benefit to replace part of the earnings lost as a result of a reduction in working hours. The value of each benefit may not exceed 25% of the insured person's average monthly earnings in the last 6 months before the work incapacity began. Benefits are paid for a maximum of 90 days per year. A benefit equal to 75% of the insured's average monthly earnings in the last 6 months before the incapacity began is awarded to persons in quarantine. 

Child care allowance 
The allowance is equal to 85% of the insured's average monthly earnings in the 6 months before the claim. The benefit is paid for a maximum of 45 days per calendar year (may be extended subject to conditions) for a child younger than 7 years of age; 18 years of age if he/she is disabled. 

How are sickness cash benefits accessed?

The employee must inform and provide evidence to his/her employer within 5 working days after the work incapacity began. The employer cannot decide whether an employee is able or not to work, but in fishy cases the employer may ask for a medical expertise to confirm the incapacity. The local branches of the National Health Insurance House (NHIH) may also initiate thecontrol of the truthfulness of the insured person’s work incapacity, even if he/she is in the possession of a medical certificate attesting the disease.

Chapter IV: Maternity and paternity benefits 
When are you entitled to maternity or paternity benefits? 
In Romania, the Government allocates maternity indemnity, granted to the mother. 

This indemnity is granted to Romanian citizens residing in the country and to foreigners who lost their citizenship and reside legally in Romania. In both cases, the parent must live with the child for whom the indemnity is requested. 

Maternity indemnity 
To be entitled to maternity benefits, the insured person must have at least 1 month of contributions in the last 12 months. 

A maternity risk benefit is paid to a pregnant worker or to an employed mother to protect her health or her child’s health.

What is covered? 
Maternity indemnity 
The maternity indemnity is paid for a period of 120 calendar days to the insured mother (63 days before birth, respectively 63 days after giving birth to the child). Since January 2009, the mother receives for the whole period 85% of her average monthly wage of the previous 6 working months, but not less than RON 600 (€ 135) and not more than RON 4,000 (€ 899) each month. The maximum monthly earnings for benefit calculation purposes are equal to 12 times the National Gross Minimum monthly wage. The indemnity is granted even in the event that the child is born dead. The indemnity is paid from the social insurance budget. 

Maternity risk benefit 
75% of the insured's average monthly earnings is paid for up to 120 days. 

How are maternity and paternity benefits accessed?

The maternity indemnity is paid on regular basis, directly by the employer.

Chapter V: Invalidity benefits 
When are you entitled to invalidity benefits? 
Invalidity pensions (first pillar) 
A person who is/was insured in the public system of pensions (first pillar) is entitled to an invalidity pension (pensie de invaliditate) in the event that he/she loses at least half of his/her working capacity as a result of an injury or disease (including accidents at work and occupational diseases). 

There are currently three categories of invalidity: category I corresponds to an incapacity for any work requiring constant attendance, category II refers to an incapacity for any work, but not requiring constant attendance, and category III implies the loss of at least half of the working capacity, the invalid person still being able to perform a professional activity.

Invalidity pension is granted irrespective of the contribution period achieved. 

There is no condition stating that the person concerned must be insured at the date that the invalidity occurs, provided that some contribution period was achieved until the date of issuing the medical decision on the working capacity. 

Non-contributory periods, like periods of temporary working incapacity indemnity, periods of full-time university courses attendance under graduation condition etc. are taken into consideration when calculating the contribution period. 

Invalidity pensions (second pillar) 
The participant in the system of privately administered pension fund schemes (second pillar) is entitled to a lump sum if he/she has the right to a category I or II invalidity pension from the first pillar, and the invalidity is irreversible. 

These norms are provisional. A law regarding the organisation and functioning of the payment system of private pensions is pending.

What is covered? 
Invalidity pensions (first pillar) 
The invalidity pension in the first pillar is calculated and paid on a monthly basis through a point system. 

The pension is determined by the length of the contribution period, the level of earnings, and the invalidity category (all being variables, characteristic to each person), as well as the pension point value (this is a constant for all pensioners). 

The monthly score is equal to the person's monthly gross earnings divided by the average gross earnings.

The annual score is equal to the sum of the monthly scores during one year divided by twelve. The person is credited with annual scores for non-contributory periods. He/she is also credited with annual scores for a potential contribution period corresponding to the invalidity category. The potential contribution period represents the difference between the full contribution period and the contribution period achieved until the date of granting the category I or II invalidity pension. It may not exceed the contribution period potentially achievable by the person from the date of granting the category I or II invalidity pension until the standard retirement age. 

The annual average score is equal to the sum of the annual scores divided by the full contribution period. 

The amount of the invalidity pension is calculated as the annual average score multiplied by the pension point value. 

As of 1 January 2013, the pension point value is adjusted annually by 100% of the inflation rate plus 50% of the real growth in the average gross earnings of the previous year. On 1 July 2013 the pension point value is RON 762.10 (€ 171). 

The person who is assessed with category I invalidity is also entitled to an attendant indemnity. The attendant indemnity is equal to 80% of the pension point value.

Category III invalidity pensioners and blind invalidity pensioners are allowed to accumulate earnings from work. However, the employment of a category III invalidity pensioner may not exceed half of the full working time for a particular job. 

A pensioner with any invalidity category may accumulate earnings from work as a local or county counsellor. 

At standard retirement age the invalidity pension is changed automatically into an old-age pension and the invalidity pensioner is awarded the most advantageous amount. The attendant indemnity will continue to be paid. 

In case of acquiring a new contribution period, the invalidity pensioner may claim the pension recalculation after becoming the recipient of the old-age pension. 

In the event that an invalidity pensioner meets the eligibility criteria for the survivor pension, he/she has the right to choose the most advantageous pension. 

The invalidity pension less the legal deductions is subject to income tax.

Invalidity pensions (second pillar) 
The lump sum calculated and paid from the second pillar is equal to the net personal asset accumulated in the individual account opened in the pension fund by the participant. The participant is guaranteed the amount of the paid contributions reduced with the transfer penalties and legal fees.

How are invalidity benefits accessed? 
Invalidity pensions (first pillar) 
A claimant must apply for the invalidity pension from the relevant county house of pensions. The county houses of pensions are subordinated to the National House of Public Pensions. Staff in the field of defence, public order and national security claims the invalidity pension from the relevant categorical pension house. 

The invalidity category is then assessed and certified by the social insurance expert doctor from the same county house of pensions or by the medico-military expert commissions serving military hospitals. Periodical review takes place in order to assess the health evolution of the pensioner and whether the invalidity category needs to be changed. Depending on the type of affection, the checking takes place at intervals of one to three years, until the pensioner reaches the standard retirement age. The irreversible invalidity pensioner, as well as the invalidity pensioner up to five years younger than the standard retirement age and who achieves the full contribution period, are exempted from passing the periodical checking. Please note that a review is also possible on request, if the health condition improves or weakens. The attendant indemnity is accessed in the same way as the invalidity pension.

The invalidity pension is paid by post-office or banks. 

Invalidity pensions (second pillar) 
An applicant must claim the lump sum from the pension company that is administering the pension fund where you opened your individual account. 

The lump sum is paid by post-office or banks.

Chapter VI: Old-age pensions and benefits 
When are you entitled to old-age benefits? 
Old-age pensions (first pillar) 
A person who is/was insured in the public system of pensions (first pillar) is entitled to an old-age pension (pensie pentru limită de vârstă) in the case that he/she meets both the standard retirement age and the minimum contribution period conditions. 

The difference between the standard retirement ages for men and women is maintained: men – 64 years and 7 months on 1 July 2013, increasing to 65 years on 1 January 2015 and women – 59 years and 7 months on 1 July 2013, increasing to 63 years on 1 January 2030. 

However, men and women do have an identical minimum contribution period of 14 years and 2 months on 1 July 2013, increasing to 15 years on 1 January 2015.

Non-contributory periods, like periods of receiving invalidity pension or temporary working incapacity indemnity, periods of full-time university courses attendance under graduation condition etc. are taken into consideration when calculating the contribution period. 

The person is entitled to a full old-age pension (pensie pentru limită de vârstă cu stagiu complet de cotizare) in the case that he/she meets both the conditions of standard retirement age and full contribution period. 

The difference between the full contribution periods for men and women is also upheld: men – 34 years and 2 months on 1 July 2013, increasing to 35 years on 1 January 2015 and women – 29 years and 2 months on 1 July 2013, increasing to 35 years on 1 January 2030. 

Special conditions apply to special categories of people such as: 

 people who contributed under special or difficult working conditions; 

 people who had a handicap prior to obtaining the insured person status; 

 people persecuted for political reasons by the regime in power after 6 March 1945, deported abroad or taken prisoners of war. 

In case of meeting these special conditions, the person is entitled to an old-age pension with reduced standard retirement age (pensie pentru limită de vârstă cu reducerea vârstelor standard de pensionare).

A person who exceeds the full contribution period by a minimum of 8 years is entitled to an early retirement pension (pensie anticipată) up to 5 years before reaching the standard retirement age. 

The person who exceeds the full contribution period by a maximum of 8 years is entitled to a partial early retirement pension (pensie anticipată partială) also up to 5 years before reaching the standard retirement age.

Old-age pensions (second pillar) 
The participant in the system of privately administered pension funds’ schemes (second pillar) is entitled to a lump sum if he/she is entitled to an old-age pension under the first pillar. 

These norms are provisional. A law regarding the organisation and functioning of the payment system of private pensions is pending. 

What is covered? 
Old-age pensions (first pillar) 
The old-age pension in the first pillar is calculated and paid on a monthly basis using a point system. It is determined by the length of contribution period and the level of earnings (all being variables, characteristic to each person), as well as the pension point value (which is a constant for all pensioners).  The monthly score is equal to the person's monthly gross earnings divided by the average gross earnings. 

The annual score is equal to the sum of the monthly scores obtained during one year divided by twelve. The person is credited with annual scores for non-contributory periods. 

The annual average score is equal to the sum of the annual scores divided by the full contribution period. 

The amount of the old-age pension is calculated as the annual average score multiplied by the pension point value. 

The old-age pension with reduced standard retirement age, the early retirement pension, and the partial early retirement pension are calculated in the same way as the old-age pension. Nevertheless, the non contributory periods are not taken into account for early retirement pension and partial early retirement pension calculation purposes. In case of partial early retirement pensions the amount is reduced in relation to the number of months of anticipation.

The old-age pensioner and the old-age pensioner with reduced standard retirement age are allowed to accumulate earnings from work. 

The early retirement pensioner and partial early retirement pensioner may not accumulate earnings from work, except for those earned as a local or county counsellor. 

The pensioner may claim a pension recalculation any time he/she acquires a new contribution period.

As of 1 January 2013, the pension point value is adjusted annually by 100% of the inflation rate plus 50% of the real growth in the average gross earnings of the previous year. On 1 July 2013 the pension point value is RON 762.10 (€ 171). 

The old-age pension, the old-age pension with reduced standard retirement age, the early retirement pension, and the partial early retirement pension less the legal deductions are subject to income tax. 

Old-age pensions (second pillar) 
The lump sum calculated and paid from the second pillar is equal to the net personal asset accumulated in the individual account opened in the pension fund by the participant. 

The participant is guaranteed the amount of the paid contributions reduced with the transfer penalties and legal fees.

How are old-age benefits accessed? 
Old-age pensions (first pillar) 
You have to claim the old-age pension from the relevant county house of pensions. The county houses of pensions are subordinated to the National House of Public Pensions. Staff in the field of defence, public order and national security claims the old-age pension from the relevant categorical pension house. 

The old-age pension with reduced standard retirement age, the early retirement pension, and the partial early retirement pension are accessed in the same way as the old-age pension. 

The old-age pension is paid by post-office or banks. 

Old-age pensions (second pillar) 
You have to claim the lump sum from the pension company that is administering the pension fund where you opened your individual account. The lump sum is paid by post-office or banks.

Chapter VII: Survivors’ benefits 
When are you entitled to survivors’ benefits? 
Survivor pensions (first pillar) 
A person is entitled to a survivor pension (pensie de urmaş) if he/she is the surviving spouse or the child of the deceased, and the deceased was, at the time of death, a pensioner or eligible for a pension in the public system of pensions (first pillar). 

In order to qualify for survivor pension, the surviving spouse must have reached retirement age, and he/she must have been married to the deceased for at least ten years. 

Regardless of his/her age, the surviving spouse is entitled to survivor pension if he/she is 
affected by category I or II invalidity, provided the marriage lasted for at least one year. 

The surviving spouse, irrespective of his/her age, is also entitled to survivor pension if he/she has a level of income lower than 35% of the projected average gross earnings and is raising a child who is up to 7 years of age. If the death resulted from an accident at work or an occupational disease, the surviving spouse is entitled to a survivor pension if his/her earnings are lower than 35% of the projected average gross earnings. 

The child of the deceased is granted a survivor pension if he/she is at most 16 years of age (or maximum graduation age but no later than 26 years of age) or if he/she is affected by invalidity of any category and the invalidity occurs until the afore-mentioned age limits. 

The duration of the survivor pension is different, either permanent or temporary, depending on the conditions met. 

Survivor pensions (second pillar) 
A beneficiary that is the survivor of a participant in the system of privately administered pension fund schemes (second pillar) is entitled to a lump sum if he/she is not on his/her own, a participant in the second pillar. 

The beneficiary is entitled to cumulate personal assets in a single individual account if he/she is in addition a participant in the second pillar. 

A beneficiary may not be awarded a pension (old-age or invalidity) before the participant’s death. 

These norms are provisional. A law regarding the organisation and functioning of the payment system of private pensions is pending.

Funeral grants (first pillar) 
In the event of the death of an insured person or pensioner, any person who pays the funeral expenses for the deceased is entitled to a funeral grant (ajutor de deces). 

On the other hand, an insured person or pensioner is entitled to a funeral grant in the event of the death of a dependent family member who is not insured. 

What is covered? 
Survivor pensions (first pillar) 
The survivor pension amount is calculated and paid monthly as a percentage of the old-age pension or old-age pension with reduced standard retirement age paid or payable to the deceased person. 

However, if the deceased was a recipient of an invalidity pension, an early retirement pension, or a partial early retirement pension or eligible for any of them, the survivor pension amount is calculated as a percentage of the category I invalidity pension. The percentage varies with the number of eligible survivors: 50% for one survivor, 75% for two survivors, and 100% for three or more survivors. For the orphan child having lost both parents, the survivor pension is calculated for each parent and then summed up.  When meeting the eligibility criteria for another type of pension, the surviving spouse pensioner may choose the most advantageous pension. 

As of 1 January 2013, the pension point value is adjusted annually by 100% of the inflation rate plus 50% of the real growth in the average gross earnings of the previous year. On 1 July 2013 the pension point value is RON 762.10 (€ 171). 

The survivor pension less the legal deductions is subject to income tax. 

Survivor pensions (second pillar) 
The lump sum calculated and paid from the second pillar is equal to the inheritance share of the net personal asset accumulated in the individual account opened in the pension fund by the deceased participant. 

The same inheritance share is transferred from the individual account of the deceased participant to the individual account of the beneficiary when he/she cumulates personal assets. 

The beneficiary is guaranteed the inheritance share of the total amount of paid contributions reduced with the transfer penalties and legal fees. 

Funeral grants (first pillar) 
The Parliament sets the funeral grant amounts annually. The amount granted in the event of the death of an insured person or pensioner may not be lower than the projected average gross earnings and the amount granted in the case of the death of a dependent family member who is not insured may not be lower than half of the aforementioned amount. 

How are survivors’ benefits accessed? 
Survivor pensions (first pillar) 
You have to claim the survivor pension from the relevant county house of pensions. The county houses of pensions are subordinated to the National House of Public Pensions. Staff in the field of defence, public order and national security claims the survivor pension from the relevant categorical pension house. 

The survivor pension is paid by post-offices or banks.

Survivor pensions (second pillar) 
In order to access the lump sum or to cumulate personal assets, you have to claim your rights from the pension company that is administering the pension fund where you opened your individual account. 

The lump sum is paid by post-office or banks. 

Funeral grants (first pillar) 
You have to claim the funeral grant from the relevant county house of pensions, categorical pension house, county agency for employment, or employer according to the deceased’s status. The county houses of pensions are subordinated to the National House of Public Pensions. The county agencies for employment are subordinated to the National Agency for Employment. 

Funeral grants are paid directly to the entitled person by one of the institutions mentioned above.

Chapter VIII: Benefits in respect of accidents at work and occupational diseases 
When are you entitled to benefits in respect of accidents at work and occupational diseases? 
A person who is insured in the accidents at work and occupational diseases scheme is entitled to short-term benefits when an accident at work or occupational disease occurs. 

It is notable that long-term benefits such as invalidity pension – if invalidity is the result of an accident at work or occupational disease – or survivor pension – if the deceased’s cause of death resides in the same contingency – are provided by the public system of pensions. 

Temporary Working Incapacity Indemnities 
A person who is insured in the accidents at work and occupational diseases scheme is entitled to a temporary working incapacity indemnity (indemnizaţie pentru incapacitate temporară de muncă) if the temporary working incapacity is the result of an accident at work or occupational disease. There is no contribution period condition. 

The duration of the indemnity is 180 days in a one-year period and may be extended up to 270 days. 

Temporary change of workplace and reduced working time indemnities 
The person who is insured in the accidents at work and occupational diseases scheme is entitled to a temporary change of workplace indemnity (indemnizaţie pentru trecerea temporară in alt loc de muncă) if, as a result of some accident at work or occupational disease, he/she is not able to work at his/her workplace any longer and changes it temporarily. 

There is a condition imposed on the insured person’s monthly gross income at the new workplace to be lower than the average monthly gross income earned by him/her dur-ing the last six months preceding the contingency.

The person who is insured in the accidents at work and occupational diseases scheme is entitled to an indemnity for a reduced working time by one fourth (indemnizaţie pentru reducerea timpului de lucru cu o pătrime din durata normală) if, as a result of an accident at work or occupational disease, he/she is not able to work full time. The duration of any indemnity is 90 days in one-year period. 

Workers' medical benefits

What is covered? 
Temporary Working Incapacity Indemnities 
The temporary working incapacity indemnity is calculated and paid monthly as 80% (100% in case of medical/surgical emergencies) of the average monthly gross income earned by him/her during the last six months preceding the contingency (or during the period that is shorter than six months). 

The temporary working incapacity indemnity less the legal deductions is subject to income tax. 

Temporary change of workplace and reduced working time indemnities 
The temporary change of workplace indemnity is calculated and paid monthly as the difference between the average monthly gross income earned by him/her during the last six months preceding the contingency (or during the period that is shorter than six months) from the previous workplace and the monthly gross income earned from the new workplace.

The indemnity for a reduced working time by one fourth is calculated and paid monthly as the difference between the average monthly gross income earned by him/her during the last six months preceding the contingency (or during the period that is shorter than six months) while working full time and the monthly gross income earned while working part time. 

In both cases, the difference representing the indemnity may not exceed 25% of the average monthly gross income mentioned above.

How are benefits in respect of accidents at work and occupational diseases accessed? 
Temporary Working Incapacity Indemnities 
An applicant may claim the temporary working incapacity indemnity from his/her employer if they are under mandatory coverage (for example employee) or from the relevant county house of pensions if they are under voluntary coverage (for example self-employed). 

Temporary change of workplace and reduced working time indemnities 
Both the temporary change of workplace indemnity and the indemnity for a reduced working time by one fourth must be claimed from the employer.

Chapter IX: Family benefits 
When are you entitled to family benefits? 
Child benefits 
A child who is up to 18 years of age (or secondary or post-secondary graduation age), lives together with his/her parents and who has his/her domicile or residence in Romania is entitled to a state allowance for children (alocaţie de stat pentru copii). 

A two-parent or single-parent family with children up to 18 years of age (or secondary or post-secondary graduation age), is entitled to a family support allowance (alocaţie pentru susţinerea familiei) if: 

 the family lives together with the child who is in its maintenance, 

 earns a net income per family member below a certain threshold, 

 the child attends a form of education without interruption and without receiving a grade lower than eight for misconduct due to unexcused absences from school in case he/she is of school age, 

 the fiscal obligations owed to the local budgets are fulfilled (requirement not applicable to single-parent families). 

Child-raising benefits 
Any parent having his/her domicile or residence in Romania is entitled to a child-raising indemnity (indemnizaţie pentru creşterea copilului), if he/she lives together with the child who is in his/her maintenance, takes a leave to raise the child, achieves a twelve month period of taxable income before confinement and the fiscal obligations owed to the local budgets are fulfilled (the last requirement is not applicable to single-parent families). 

The beneficiary is entitled to opt between: 

 child-raising leave and indemnity for the child aged up to one year; 

 child-raising leave and indemnity for the child aged up to two years. 

What is covered? 
Child benefits 
The state allowance for children varies according to the reference social indicator (RSI) and the child’s age: there is one amount for children up to two years of age (or three years of age in case of children with a handicap), and another amount for children of two years of age and over. However, in case of children with a handicap of three years of age and over, the amount is increased by 100%. 

The amounts are paid monthly. 

The family support allowance varies according to the reference social indicator, the number of children within the family and the income thresholds per family member. 

The amounts are paid monthly. The amounts of the state allowance for children and of the family support allowance (including the income thresholds), are adjusted by the Government. 

The allowances are not subject to income tax. 

Child-raising benefits 
The child-raising indemnity is calculated and paid monthly as 85% of the average net income earned by the parent during the last 12 months preceding the contingency, with a threshold and a ceiling related to the reference social indicator. 

In case of a multiple pregnancy, the child-raising indemnity is increased with 1.2*RSI for each child, starting from the second born. 

The amount of the reference social indicator is adjusted by Government Decision. 

The child-raising indemnity is not subject to income tax. 

How are family benefits accessed? 
Child benefits 
As a parent acting on behalf of your child, you have to claim the state allowance for children from the relevant town hall. 

As a parent acting on behalf of your family or as a single parent, you have to address the same institution for the family support allowance. 

The allowances are paid monthly by post-offices or banks. 

Child-raising benefits 
You have to claim the child-raising indemnity from the relevant town hall. 

The child-raising indemnity is paid by post-offices or banks.

Chapter X: Unemployment 
When are you entitled to unemployment benefits? 
Unemployment indemnities 
The registered unemployed is the person who meets the following conditions: 

 domicile or residence in Romania, 

 lack of job and lack of self-employment income (or self-employment income lower than a reference social indicator), 

 age between 16 and the qualifying age for old-age pension, 

 working capacity, 

 recruitment availability, 

 actively seeking employment, and 

 registration with the county agency for employment. 

The registered unemployed who involuntarily became unemployed is required to apply for benefit within 12 months and to have completed a contribution period of 12 months during the 24 months preceding the application date in order to be entitled to an unemployment indemnity (indemnizaţie de şomaj) from the unemployment insurance system’s scheme. 

However, there is no contribution period requirement for graduates who, during 60 days after graduation, do not find employment. 

The duration of the unemployment indemnity varies with the length of contribution period: 6 months for a contribution period between one and five years, 9 months between five and ten years, and 12 months for ten years and over. For graduates this period is 6 months. 

What is covered? 
The unemployment indemnity is determined by the reference social indicator, the level of earnings, and the length of contribution period. 

The unemployment indemnity is calculated and paid monthly as a percentage of the reference social indicator: 

 75% for a contribution period of one year and over; 

 50% for graduates. 

For a contribution period of three years and over, another percentage of the average gross income earned during the last 12 months contribution period is added to the base amount: 

 3% for a contribution period between three and five years; 

 5% between five and ten years; 

 7% between ten and twenty years; 

 10% for twenty years and over.

The unemployment indemnity is not subject to income tax. 

How are unemployment benefits accessed? 
You have to claim the unemployment indemnity from the relevant county agency for employment. The county agencies for employment are subordinated to the National Agency for Employment. 

The unemployment indemnity is paid by post-offices or banks.

Chapter XI: Minimum resources 
When are you entitled to benefits regarding minimum resources? 
An individual or family having their domicile or residence in Romania is entitled to a social aid (ajutor social): 

 if their monthly net income is lower than the guaranteed minimum income (venit minim garantat) and 

 their real property and moveable assets are not included in the list of goods leading to exclusion from granting the social aid. 

The individual must be at least 18 years of age. 

The social aid is continued until the recipient ceases to meet the eligibility criteria or the obligations thereafter.

What is covered? 
The social aid is calculated and paid monthly as a difference between the guaranteed minimum income and the monthly net income. 

The amount of the guaranteed minimum income differs according to the number of family members and the reference social indicator. 

In order to be taken into account for the purposes of the calculation of the guaranteed minimum income, the individual or the family member needs to meet the following conditions: age between 16 years and the standard retirement age, not attending a full time form of education, not working, but capable of working, registration with the county agency for employment and not declining either to attend a vocational training program or a job offer. 

The amount of the reference social indicator is adjusted by Government Decision. 

The social aid is not subject to income tax.

How are minimum resources benefits accessed? 
An individual– acting on his/her own or on the behalf of his/her family – must claim the social aid from the relevant town hall. 

The social aid is paid in cash, at a post-office, or bank.

Chapter XII: Long-term care 
When are you entitled to long-term care? 
Long-term care is not covered by a specific scheme but by different schemes covering invalidity, old age and employment injuries. Therefore, the main beneficiaries are persons with a handicap and senior persons, while the services provided are adapted to the individual needs of the person. 

Long-term care benefits for disabled 
Persons with a handicap, i.e. persons for whom the social environment, misfit to their physical, sensorial, psychological or mental impairments, obstructs or limits their access to society based on equal opportunities, are entitled to long-term care benefits according to the handicap degree and type. 

Thus, a person with a handicap, according to the handicap degree and type, may be entitled to home care, semi-residential care, residential care, and cash social benefits. 

The duration of long-term care benefits for disabled corresponds to the period of the handicap. 

Long-term care benefits for seniors 
A senior person at standard retirement age is entitled to long-term care benefits according to the dependency degree. 

Thus, according to the dependency degree, the senior person in question may be entitled to home care, semi-residential care, and residential care but not to cash social benefits. 

The duration of long-term care benefits for seniors corresponds to the period of the dependency. 

What is covered? 
Long-term care benefits for disabled 
Home care is rendered by personal assistants who ensure care and protection for a period longer than 24 hours.

Semi-residential care is provided by day centres that ensure social services integrated with medical, educational, housing, employment and other similar services up to 24 hours, or by qualified personal assistants who ensure care and protection for a period longer than 24 hours (for the latter, on the person with a handicap are imposed, apart from the handicap degree condition, two other conditions – no lodging and an income below the average net wage).

The residential care is provided by residential centres (i.e. care and assistance centres, recovery and rehabilitation centres, integration centres providing vocational therapy, centres of training for an independent life, crisis centres, centres for community and training services, sheltered housing, etc.) that ensure social services integrated with the medical, educational, housing, employment and other similar services for a period longer than 24 hours. A user charge must be paid. 

An array of cash social benefits is also available for the person with the handicap, according to the invalidity degree and type. Some cash social benefits are specific for children and others for adults. The cash social benefits are not subject to income tax. 

Long-term care benefits for seniors 
Home care is provided by caregivers who ensure social and socio-medical services for a period longer than 24 hours. A user charge has to be paid if the senior person earns an income over a certain threshold. 

The semi-residential care is provided by day centres, night centres, and other specialised centres for senior persons that ensure socio-medical services up to 24 hours.

The residential care is provided by homes for senior persons that ensure social, socio-medical and medical services for a period longer than 24 hours. A user charge has to be paid if the senior person earns some income and has legal supporters. 

How is long-term care accessed? 
Long-term care benefits for disabled 
An application must be submitted to the relevant office of the mayor or county general directorate for long-term care benefits. 

The handicap degree and type is assessed and certified by the county commission for the evaluation of the adult persons with a handicap or the county commission for child protection. 

The county general directorate for social assistance and child protection, the county commission for the evaluation of the adult persons with a handicap, and the county commission for child protection are subordinated to the county councils.

Long-term care benefits for seniors 
You have to claim the long-term care from the relevant town hall.

More detailed information about social security in Romania can be found at the following addresses: 

Ministry of Labour, Family, Social Protection and Elderly 
Str. Dem. I. Dobrescu 2-4 

Sector 1 Bucureşti 

Tel. + 40 21 313 6267 

http://www.mmuncii.ro/ro/ 

Ministry of Health 
Intr. Cristian Popişteanu 1-3 

Sector 1 Bucureşti 

Tel. + 40 21 307 2500 

http://www.ms.ro/ 

National House of Public Pensions 
Str. Latină 8 

Sector 2 Bucureşti 

Tel. + 40 21 316 9111 

http://www.cnpas.org/

THE PENSION SYSTEMIN ROMANIA

1.THE PENSION SYSTEM –MAINFEATURES

The pension system in Romania has undergone numerous reforms over the recent years,

aimed at improving the sustainability of the system confronted with structural changes of

demographic nature in the sense of an increased share of the aged population.

The modified system has three components: Pillar I, Pillar II, Pillar III.

Pillar I of the pension system is the public pension system, which is compulsory,

also called the pay-as-you-go system.

The public pension system (Pillar I) gives the right to receive a pension when the

retirement age is reached, following a full contribution period for which the duration is

stipulated by law.

In addition, the law provides for an early pension or an early partial pension, for a

period of up to 5 years before the official retirement age is reached, based on a pro-rata

pension right. The early pensions or early partial pensions shall be re-calculated when the

retirement age is reached, for the people who meet all the legal requirements and are

entitled to a pension for full length of service. The retired who receive pensions for full

length of service but continue to work and contribute to the system after having reached

the official retirement age shall be entitle to an increased pension re-calculated on an

annual basis.

In 2006, the public pension system counted 5.808 million pensioners out of a total

6.043 million-strong retired. The difference of 0.235 million is formed of retired from the

Interior Ministry, the Defense Ministry, the Romanian Intelligence Service SRI and the

Justice Ministry. These latest pensions are paid directly from the state budget based on

different pension formula. The pensions of independent farmers, after being paid from the

state budget, were included, as of 2006, in the Social Security Budget.

This system is 99% financed from the social security contributions paid by both

employers and employees. The employers’ contribution rate is established based on the

work category, and in 2007 it stood at 19.50% for the normal work conditions category,

while the individual contribution rate is at 9.50%; the total social security contribution is

29%.

Pension Pillar II (privately-managed compulsory pensions) consists in the

development of an obligatory system of individual pension funds which are in the

portfolios of private companies.

Pension Pillar III is formed of voluntary contributions of the insured to different

pension funds or insurance companies specialized in the field.

2. REFORM OF THE PENSION SYSTEM

According to the Ruling Program, a consistent package of legal measures has

been applied in the social security field as of 2005; these measures are focused on three

main objectives:

- the financial consolidation of the public pension system and ensuring

appropriate revenues to the retired within the system;

- the rebuilding of the social security public system by eliminating a number of

non-contributive right types and outsourcing a number of indemnities supported from the

social security budget;

- the introduction of new financing and management alternatives of a number of

pensions such as the privately managed capitalized pensions, aimed at ensuring a secure

and decent revenue to future pensioners.

The reform of the first pillar (also called the public pension system) is aimed at

creating a more equal distribution and improving the actual contributions-rights ratio,

which triggered the increase of the general level of the rights received by the insured. At

the same time, the continuous focus is the improvement of the system’s long term

sustainability.

To allow pensioners to enjoy the benefits of the economic growth, the Ruling

Program provides for an increase of the pensions by approximately 30% in real terms by

2008, as compared to the level in 2004.

To this purpose, in 2005 the pensions established according to the legislation in

force before April 1, 2001 were re-calculated.

 The pension re-calculation action and the payment of rights resulted after the recalculation regulated by GEO 4/2005 on re-calculation of the pensions in the public system, originating in the old social security system, approved by Law 78/2005, were carried out in 4 steps: March, July, September and December 2005;

 During the four steps, the pensions were re-calculated in a number of 3,554,474 files. As a result, a number of 1,614,405 persons (i.e. 45.38%) scored higher than the previous score for the pensions being paid at that moment, and therefore received additional amounts during 2005. The average pension for this category of beneficiaries went, after re-calculation, to 330 RON, up by 21.3% as compared to the level before re-calculation at 272 RON. The main features of the new system are: the standard retirement age shall gradually increase by 2014 to 60 yrs for women (from 57 yrs) and to 65 yrs for men (from 62). During the same period of time, the minimal contribution period went up for both men and women from 10 yrs to 15 yrs and a new calculation formula was introduced based on a scoring system which takes into account the actual revenues for the entire period of service (the previous method was concentrating the revenues to a limited period of the full service of the employees) and includes re-distribution calculation items based on the contribution principle. The revised calculation method consists of cumulating the monthly revenues and turning them into scoring points, with the average number of points being multiplied by the value of the pension point as established by law.

An essential element of the payg system is the outsourcing, as of 2006, of a number of rights which are transferred to the health system (the leave and indemnity for temporary work inability, rights for illness prevention and recovery of the work capacity, leave and indemnity for sick children care) with the new system including up to around 95% the payment of pensions and other rights provisioned in the public pension system. It is necessary to mention that the reduction of the social contribution rates has been a constant concern of the Romanian Government. Thus, the social security contribution rate for the employer went down from 22% in 2005 to 19.75% in 2006 and further to 19.50% in 2007, and it is still to go down by an additional 1.50% by end-2008, to arrive at 18%. The table below shows the evolution of the rates in 2005 – 2011. 
Within the policy aimed for improving the welfare of the retired, the pension point is to go from 31.2% of the average gross salary in 2007 up to 37.5% of the average gross salary as of 2008. The increase of the pensions in 2008 shall be caused both by the increase of the percentage granted from the average gross salary and by the increase resulted after the average gross salary would be raised in 2008 as compared to 2007.

In order to sustain the pension Pillar I, on the background of simultaneously reducing the contribution rates, implementing the Pillar II and increasing the pensions, it became necessary to adopt a number of measures aimed at making up for the expected negative impact on the revenues to the social security budget.

Hence, the following measures were envisaged to change the legislation in force as of 2008:

- Remove the restriction of the 5 average gross salaries in connection with the payment of the social contributions; 
- Enlarge the taxable basis, by taking into account, for establishing the contribution, the average gross income and not the average gross salary, as currently;

- Introducing new obligatory categories of taxpayers (sole associates, managers, directors).

In addition, a substantial positive influence will be driven, over the next period of time, from improved macro-economic indicators, the increased average gross salary and a higher number of employees.

The focus will also be on improving the collection of the current amounts owed by the employers and the arrears.

In the Ruling Program for 2005-2008, the Romanian Government undertook to adopt and implement a package of measures aimed at ensuring a better life quality for the retired, by introducing two new components in the pension system, Pillar I and Pillar II, obligatory and optional and privately managed.

Pillar II - the obligatory pension system which is privately managed.

The reform of the pension system in Romania provided for the introduction of Pillar II, as of January 1; this pillar will give the opportunity for an supplementary pension in addition to the public system pension, which means the pensioners are to receive additional revenues.

Pillar II includes the privately-managed obligatory pensions. The forming mechanism for these pensions consists of reducing the individual contribution rate and transferring the amounts resulted to the privately-managed pension funds.

Starting January 1, 2008, the 2% share of the social contributions payable by the employers under 35 shall be channeled to the privately-managed pension funds. For the employees between 35 and 45, this contribution is optional. The amounts channeled to the privately-managed pension funds shall increase gradually over a period of 8 years, by0.5% , until they reach the level of 6%.

The base of the Pillar II shall be the commercial companies established exclusively for the purpose of managing the pension funds, also called managers.

The Private Pension System Supervising Commission is the institution specialized for authorization, regulation and prudential supervision. This commission has the responsibility to check on the way the managers meet their obligation of prudentially investing the assets of the privately-managed pension funds, especially taking into account the following rules:

a) invest to the benefit of the participants and beneficiaries;

b) invest in such way to ensure the security, liquidity and profitability thereof;

c) invest primarily in instruments traded on a regulated market;

d) invest in derived financial instruments only for reducing the risk of the investment or

for facilitating the efficient management of the portfolio;

e) diversify the assets in an appropriate way to avoid excessive dependence on certain

assets, issuers or group of commercial companies and to avoid concentrated risks on the

assets as a total.

The contributions to a pension fund shall be recorded in individual accounts, which gives the participant the ownership of the net assets, with the money to be invested by the managers, according to the pension scheme to be clarified in the legislation. Each pension fund will have to attract at least 50,000 people. The persons who fail to sign up with a fund manager within the deadline stipulated by law shall be automatically assigned to fund managers based on an aleatory formula.

Managers have the responsibility to manage and invest the assets of the pension

fund, pay the rights to the participants and beneficiaries, according to the law, keep

record of and update the individual accounts, as well as other responsibilities stipulated

by the legislation in force.

The individuals’ personal assets may be used only for paying a private pension, on

the date when the public pension system’s requirements for full service retirement are

met.

The Pillar II contributions are estimated to go up to 803 million lei in 2008.

Pillar III – the privately managed optional pension system

The provisions regarding the occupational pension schemes – Pillar 3 – came into

effect on January 1, 2005; still, they proved to be impossible to operate for a number of

reasons, not the least of them being the incompatibility with the European legislation.

These were turned into optional pension schemes to ensure one available system

to a large category of participants and allowing mainly the individual participation to the

detriment of the collective labor agreements.

The amount representing the contribution to the optional pension funds is, for

each participant, deductible from the monthly average gross salary income or any income

assimilated thereof, in the limit of an amount representing the equivalent of 200 euro in

one fiscal year.

The amount in contributions to the optional pension funds of any employer

proportionally with the participation rate thereof is deductible as well, for taxable profit

purposes, in the limit of an amount representing, for each participant, the equivalent of

200 euro in one fiscal year.

According to the legal provisions regarding the optional pensions, the investment

of the optional pension funds’ assets is tax exempt until the rights are duly paid to

participants and beneficiaries.

According to the estimates, around 500 thousands people are expected to join

Pillar III during the first year of implementation (2007).

The pension may be obtained at age 60. However, similarly to Pillar II, the details

regarding the calculation and the payment of the pension have not been completed yet.

3. THE SUSTAINABILITY OF THE PENSION SYSTEM

Romania faces serious demographic challenges with regard to the sustainability of

its pension system. In 1990-2005, the dependency ratio for the pensioners went down

from 3.43 to 0.77 and the trend is expected to continue as such in the future years. The

general occupational shares for aged working persons make the demographic challenges

even more serious.

In 2006, the occupational rate for the population at the working age (15-64 yrs)

was 58.8%, while the category 55 – 64 yrs has an occupational rate of 41.75% and the

category over 64 an occupational rate of 14.2% only.

It is obvious that between 1996 – 2006, the most rapid reduction of the occupation

share was seen in the population over 64, the decrease of which from 32.3% to 14,2%. is

a matter of concern.

To this purpose, sustained efforts are necessary for Romania to come close to the

70% , a figure which represents the target occupational rate determined in the Lisbon

Strategy for the year 2010.

We need to mention as well the fact that Romania counts approximately 1.3 pensioners for each employee – contributor to the social security fund.

Starting 1995, the payg system saw several deficits, supported by transfers from

the state budget. However, in 2006, the result of the budget exercise showed a surplus

due mainly to the reduced social expenditures as a consequence of the outsourcing of

rights on a short term and the outsourcing of the farmers’ pensions. In 2006 the

Romanian public pension system accounted for 5.67% of GDP.

One of the reasons for the increased deficits in the public pension system was the

rapid growth of the number of pension beneficiaries in the 90s. Between 1990 and 2002,

the number of beneficiaries in the public pension system went up from 3.4 million in

1990 to 6.2 million in 2002 when the maximum level was reached. However, in 2006, as

mentioned above, due to the changes in the financing source for the retired farmers and

the pensioners benefiting of other occupational pension systems (the army, the police, the

justice and cults) the system had to pay the pensions to only 4.6 million retired.

The difficulties the current pension system is confronted with are generated by the

demographic pressure, by the changes in the legislation, which allowed the number of

early retired to go up (in a move to stimulate the occupation of young people), but also by

the rapid growth of the number of retired for disability reasons. All the above have also

led to a decrease in the number of contributors to the public pension system.

The other important factor in connection with the deficit of the pension fund is the

collection of contributions. The employers refusing to register the actual number of their

employees is a problem in Romania. Out of potential 15.6 million people having the

working age, only 5.3 million currently contribute to the public pension system. Out of

the 5.3 million, a large number (especially individual employees) pays only a fraction of

their actual earnings in pension contributions. One serious problem continues to be the

non-registered self-employed and farmers.

As an example, in 2001, the National Pension House forecast, as a result of the

application of Law 19/2000, that the obligatory pension scope would go up to 1.1 million

self-employed and farmers and 0.5 million working exclusively based on civil convention

and unemployed. Still, the coverage of the past 5 years after the implementation of first

pillar was in average 100 thousand self-employed and farmers.

Most of the independent farmers don’t currently pay any contributions and it is

likely they rely on the social welfare at old ages, since they don’t have any contribution

work record, whereas the current retired from agriculture do have records of contribution

period. Moreover, there is an extensive underground economy (estimated at 1-2 million

people) where no contributions are paid, leading to these persons with a very little

potential pension or not pension at all when retirement comes.

Another feature of the Romanian work force is a large group of emigrated

workers (estimated at 2 million people). While many of these will contribute to the social

security system in the host country – and if any mutual arrangements they will benefit of

their contributions when retired – a still significant group works in the grey economy and

does not contribute to either the foreign or the domestic pension systems, which makes

them potentially vulnerable to little revenues when retired.







