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INTRODUCTORY REMARKS 

 

 

In general, a budget has the role of reflecting the most important priorities and to put things 

into context. The prioritization and allocation of funds reveals that, from the long list of 

potential programs and ideas, only some are popular or important enough to receive 

(considerable) financial support. For the past months, the EU has been under pressure to 

not only deliver on recovery and resilience-oriented measures, but also to respond to the 

citizens’ expectations in terms of defining a European economy of the future, which 

accommodates member states’ expectations and provides a basis for the EU to reclaim its 

position of influence at global level.   

 

This year's negotiation shows that, beyond the attempts to deemphasize it and employ the 

usual route of institutional bargaining rooted in procedural and bureaucratic adjustments, 

the political dimension has taken a prominent role in the negotiation and adoption of the 

Multiannual Financial Framework and Recovery and Resilience Facility by the European 

institutions. Following the positions taken by the Polish and Hungarian governments, backed 

by the Slovenian Prime Minister, a fault line has emerged in relation to linking European 

funds to a rule of law mechanism. However, make no mistake: this is not about the classical 

conflict between national sovereignty and more power given to supranational bodies. This 

characterization would miss the most important point: the fact that the emerging dispute is 

about values and about what kind of image the EU wants to project. Even at a high time for 

the transactional approach, the EU cannot be seen an infinite source of funding, or as an 

entity that disperses money in response to pressure coming from member states. The EU 

is more than a common market, it is a community of shared values, and these values should 

not only be proclaimed, but also upheld through daily practices and institutional decisions.   

 

The S&D Group has taken a principled stance on the pre-eminence of the European values, 

but it can go even further, positioning itself as a key defender of the European principles and 
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values mentioned in the European treaties, as opposed to a transactional approach which, 

in the past, has tolerated populist tendencies and unilateral actions across multiple member 

states, some of which have re-emerged as a result of the COVID-19 crisis. Drawing a red 

line in terms of what is accepted in the EU is not a matter of rhetoric, it is a moral and political 

imperative, given that the credibility of the EU is on the line. The centre-right should be 

pushed to put its affairs in order and sanction those who act upon a loose understanding of 

democratic norms and principles. 

 

Although this could be seen as a sign of backsliding and deterioration, thinking in terms of 

an initiative to systematically promote democracy within Europe could follow this principled 

stance on the values and rule of law mechanisms. At a time when the support and 

satisfaction with democracy are fluctuating in Europe1, pushing the young generations to 

look for alternatives in terms of the promise to deliver relatively high standards of living, 

innovative solutions are required to rejuvenate Europe's reservoir of democratic values. This 

involves a prominent role for civil society, but the efforts should go beyond this and trigger 

an age of democratic innovation, on top of environmental and digital leaps forward. 

 

The S&D Group has pushed for a more ecological Europe and for better financing for the 

European Pillar of Social Rights, the latter being especially relevant given the current 

multidimensional crisis that has only increased inequality and threatened the livelihood of 

the worse-off. In collaboration with its members, S&D has the opportunity to put forward an 

agenda about tackling inequality and poverty in the context of the pandemic (see, for 

instance, the issue of highly unequal access to online education, one that is very present in 

Romania). The existing flexibility does not mean that austerity will not return nor that the 

interest of the working class and middle class will drive the policies funded through European 

resources. An inclusive vision should come hand in hand with the monumental (and more 

than welcome) financial effort that is the Next Generation EU package. 

 

For example, S&D should have more to say in terms of addressing the negative side of 

globalization, given that the support for many nationalist and radical populist right-wing 

 
1 More details here; 

https://www.cam.ac.uk/system/files/report2020_003.pdf
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parties has been linked to trade shocks and labour market shocks2. The apparent 

reconfiguration of global value chains, the perspective of reshoring, and the dawn of an age 

of more responsible globalisation should not put an end to efforts to compensate those left 

behind - the losers of globalization. This cannot be done by simply increasing the annual 

budget of the European Globalization Adjustment Fund, a necessary initiative targeted at 

episodes of trade shocks and economic crisis. The governments should be encouraged to 

apply to these mechanisms and engage with the civil society, while work is necessary to 

make sure that they address real problems and that the available funds are actually used. 

Retraining is part of the answer - and national governments and institutions have a first 

responsibility here -, but accounting for the extraordinary nature of the current pandemic 

should mean that heterodox solutions of providing relief should be on the table. 

 

The quest for digital leapfrogging highlighted by the MFF and RRF can only be commended 

and shows a good understanding of current trends and of what is to come in terms of the 

transformation of our economies. For example, although the reform of the Own resources 

system is good news, the idea of a digital levy to be proposed by June next year and 

introduced by January 2023 should be framed in terms of a more ambitious plan. 

 

Europe should consider different ways of developing its digital ecosystem and get involved 

in projects to match what is happening in Silicon Valley or in South-Eastern Asia. New forms 

of ownership and investment in start-ups should be part of the available menu, even if this 

could upset the disciples of unfettered free markets. Using European money to build 

European digital champions in an age of great power competition is not an obsolete recipe 

and Europe has the chance to embrace not economic nationalism, but European patriotism. 

 

Recent research has shown that, unsurprisingly, automation is the most responsible for the 

transformation of our labour markets. In Central and Eastern Europe, according to a 

McKinsey report from 20203, 21 million jobs can be automated with the technology that is 

already in use. Again, this poses the problem of compensation and of finding solutions for 

 
2 More details here; 
3 More details here; 

https://ec.europa.eu/economy_finance/events/2015/20151001_post_crisis_slump/documents/c._trebesch.pdf
https://www.mckinsey.com/~/media/McKinsey/Featured%20Insights/Future%20of%20Organizations/The%20future%20of%20work%20in%20Europe/MGI-The-future-of-work-in-Europe-discussion-paper.pdf
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those challenges by automation. Acting as this is beyond what the EU can do would affect 

the internationalist, outward-looking bases on which the foundations of the EU rest. 

 

The availability of funds, especially those that require immediate national plans and are 

meant to be spent in the next 2-3 years, brings in the additional challenge of administrative 

capacity. Again, we should use this crisis to consolidate and unite, not to reinforce existing 

fault lines. Easier access to expertise and ready-made formats should be the objective for 

making sure that lower administrative capacity will not hinder the national ability to fight the 

multiple consequences of the pandemic and will not make life even worse for those in need 

of help. Romania is known for struggling with this kind of issue, and other CEE countries 

face similar challenges. 

 

One of the keywords of the financial architecture created this year is flexibility - a rational 

decision, given that enforcing tight rules when everything around us was about to collapse 

was never a smart move. Flexibility should be maintained for the entire budgetary cycle and 

could refer, for example, to the period of project implementation, to the availability of pre- 

and co-financing, and to the reimbursement procedures. Making the mistake of a fast turn 

towards austerity is something to be categorically fought against, as it is not only 

ideologically coherent for S&D, but also economically sound. A return to business-as-usual 

to the straitjacket of the Stability and Growth Pact would be a disaster, but for it to be 

avoided, the S&D Group should better promote its own alternative agenda. 

 

The Just Transition Fund is meant to alleviate the concerns about the green transition, but 

concerns will persist about its size, scope, and capacity to efficiently intervene where it is 

needed the most. This will be one of the polarizing issues of the coming years, so better 

advocating (and asking for more resources) in favour of the left behind while emphasizing 

the real benefits of an environmentally friendly agenda is a fundamental task for the 

European social-democratic left.  

 

Europe wants to be a bigger player in the wider geopolitical framework, but it is difficult to 

say that the new budget reflects the ambitions made explicit by the EC President in the most 

recent State of the Union. The good news is that the EU will make available significant 
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resources to humanitarian aid and to the Neighbourhood and Development Cooperation 

Instrument. The situation is less clear in terms of better military integration and defence 

spending. The American come-back under President Biden should put things into a calmer 

perspective and the European answer should account for how the revival of the transatlantic 

relation could play a role in the fine-tuning of the EU's geopolitical plans and strategies. 

 

Finally, a budget is only a plan, so it is essential how that plan is communicated and 

translated into action, accommodating national governments’ priorities. In the end, framing 

the budget will influence how the funds will be spent and whether the agenda of a fairer and 

more inclusive Europe will finally take shape. 
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A DEEPER DIVE INTO AVAILABLE 
MECHANISMS 

 

 

The European Union budget offers the member states solutions for the joint financing of the 

development gaps, but also for the implementation of harmonized measures and rules, while 

contributing to the increase of the living standard at European level. Despite the many 

protectionist approaches exacerbated by the current crisis generated by the COVID-19 

pandemic, the European budget demonstrates that pooled resources can provide more 

appropriate and effective solutions to the common issues we face. 

 

According to the European Commission's economic forecasts for 2020, the COVID-19 

pandemic has caused a unique economic crisis. Following the disruptions caused by the 

pandemic, EU Member States understood the need for a common response and the urgency 

of a plan for overcoming the medical, economic and social crises they were facing.4 

 

The recent resurgence in infections has led to the re-introduction of containment measures 

in many member states, locally or at national level, placing recovery perspectives under 

uncertainty. The containment measures are expected, according to the European 

Commission, to weigh on economic activity and sentiment in the short run, with negative 

effects on consumption and investment, though to a lesser extent than in the spring, as the 

approach so far has been more targeted.  

 

But the relaunch will not be easy. After an exceptionally strong rebound in the third quarter, 

EU GDP growth looks set to stall in the fourth quarter of 2020. Overall, EU GDP is forecast 

to contract by about 7.5% this year, before rebounding by 4% in 2021 (which is less than 

 
4 More details here; 

https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts/autumn-2020-economic-forecast_en
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previously forecast) and by 3% in 2022. This implies that the output in the European 

economy would barely return to pre-pandemic levels in 2022. 

 

Moreover, the Commission says that the depth of the recession in 2020 and the speed of 

the recovery in 2021 and 2022 are expected to vary widely across member states. This does 

not only reflect differences in the severity of the pandemic and the stringency of containment 

measures, but also differences in economic structures and domestic policy responses. In 

the case of Romania, in its autumn forecast, the European Commission says the GDP is 

forecast to contract by 5¼% in 2020 and to rebound by around 3¼% in 2021 and 3¾% in 

20225. 

 

Against this backdrop, the COVID-19 pandemic has accelerated the emergence of 

destabilizing trends, such as the member states’ option for unilateral action in the first 

months of the crisis, to the detriment of an EU-coordinated approach. Against this backdrop, 

the EU was put in a position to step up crisis containment efforts and provide efficient 

instruments for immediate responses, as well as medium and long-term resources for 

member states. 

 

In March 2020, Spanish Prime Minister Pedro Sanchez launched the idea of setting up 

a Union recovery fund, modelled on the Marshall Plan. In March, EU leaders called on 

the European Commission to urgently come up with a proposal that would clarify, among 

other things, the link between the fund and the EU's long-term budget. 

 
5 More details here; 

The proposal, a recovery plan for Europe, was presented by the European 

Commission on May 27, 2020. On July 21, EU leaders agreed on a EUR 750 

billion recovery effort, Next Generation EU, to help the EU tackle the crisis 

caused by the pandemic. The recovery package is now going through the 

legislative steps to be ready in 2021. 

https://ec.europa.eu/economy_finance/forecasts/2020/autumn/ecfin_forecast_autumn_2020_ro_en.pdf
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Alongside the recovery package, EU leaders agreed on a EUR 1 074.3 billion long-term EU 

budget for 2021-2027. Among others, the budget will support investment in the digital and 

green transitions and resilience. Together with the EUR 540 billion of funds already in place 

for the three safety nets (for workers, for businesses and for member states), the overall 

EU's recovery package amounts to EUR 2 364.3 billion.  

 

The European Parliament and the Council reached a preliminary agreement on the package 

on November 10, 2020. In a vote in the European Parliament on November 12, S&D MEPs 

strengthened their call for a strong budget for the EU in the upcoming year. With a value of 

over EUR 1.8 trillion, this budget must reflect citizens' priorities: health, the environment, 

sustainable development, digital, education, while also upholding the social dimension. 

 

 

 

As presented by the European Commission, the Recovery and Resilience Facility (the 

Facility) will make EUR 672.5 billion in loans (EUR 360 billion) and grants (EUR 312.5 billion) 

available to support reforms and investments undertaken by member states. The aim is to 

mitigate the economic and social impact of the coronavirus pandemic and make European 

economies and societies more sustainable, resilient and better prepared for the challenges 

and opportunities of the green and digital transitions6.  

 

 
6 More details here; 

THE RECOVERY AND RESILIENCE FACILITY  

 
 

It includes an ambitious European budget and a number of recovery 

instruments, including the Recovery and Resilience Facility (EUR 672.5 billion), 

from which national recovery and resilience plans should derive, REACT-EU 

(EUR 47.5 billion) and the Just Transition Fund (EUR 10 billion). 

https://ec.europa.eu/info/business-economy-euro/recovery-coronavirus/recovery-and-resilience-facility_en#the-recovery-and-resilience-facility
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The Commission proposed the Recovery and Resilience Facility on May 27, 2020, as the 

centrepiece of NextGenerationEU, a temporary recovery instrument that allows the 

Commission to raise funds to help repair the immediate economic and social damage 

brought about by the coronavirus pandemic. The Recovery and Resilience Facility is also 

closely aligned with the Commission’s priorities ensuring in the long-term a sustainable and 

inclusive recovery that promotes the green and digital transitions.   

 

 

Member states are currently preparing recovery and resilience plans that set out a coherent 

package of reforms and public investment projects that will use the resources provided in 

European instruments. In order to benefit from the support of the Facility, these reforms and 

investments must be approved by the European Commission and should be implemented 

by 2026.7 

 

According to the European Commission, the plans should effectively address challenges 

identified in the European Semester, particularly the country-specific recommendations. The 

plans should also include measures to address the challenges and reap the benefits of the 

green and digital transitions. 

 

  

In the European Commission’s view, the Facility is an opportunity to create European 

flagship areas for investments and reforms with tangible benefits for the economy and 

 
7 More details here; 

Each plan is expected to contribute to the four dimensions outlined in the 

2021 Annual Sustainable Growth Strategy, which launched this year's 

European Semester cycle: environmental sustainability; productivity; 

fairness; macroeconomic stability. 

MAKING SENSE OF THE NATIONAL RECOVERY AND 
RESILIENCE PLANS  

 
 

https://www.consilium.europa.eu/en/policies/eu-recovery-plan/
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citizens across the EU. These should address issues that need significant investment to 

create jobs and growth, and which are needed for the green and digital transitions.  

  

This is part of the reason why the European Semester and the Recovery and Resilience 

Facility are intrinsically linked. The publication of the 2021 Annual Sustainable Growth 

Strategy launched this year's European Semester. It continues last year’s growth strategy 

based on the European Green Deal and the concept of competitive sustainability. The 

Commission will assess recovery and resilience plans against the country-specific 

recommendations.  

  

As the European Semester and the Facility will overlap, it is necessary to temporarily adapt 

the European Semester. The European Commission has therefore encouraged member 

states to submit their national reform programmes and their recovery and resilience plans in 

a single integrated document, which shall provide an overview of the reforms and 

investments that the member states plan to undertake in the coming years, in line with the 

objectives of the Facility. 

 

 

In technical terms, the European Commission has laid out a set of recommendations to be 

taken into consideration by national governments when drafting national recovery and 

resilience plans.8 

 
8 More details here;  

The European Parliament has recommended that the budget allocations 

within national recovery and resilience plans include 40% of funds for the 

environment, 20% for the digital field, 10% for education, 2% for the cultural 

and creative sector and a minimum of 7% for the six European priorities: the 

green transition; digital transformation; economic cohesion, productivity and 

competitiveness; social and territorial cohesion; institutional resilience; 

policies for the next generations. 

https://ec.europa.eu/info/sites/info/files/3_en_document_travail_service_part1_v3_en_0.pdf
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Member states should submit their recovery and resilience plans at the latest by April 30, 

2021. Member states are encouraged to have informal contacts with the Commission 

services as early as possible when preparing the plans. Member States are also invited to 

discuss with the Commission the draft recovery and resilience plans together with their draft 

programming documents for cohesion policy, including REACT-EU and the Just Transition 

Fund. In terms of structure, national recovery and resilience plans shall cover: 

• reform and investment objectives: the overall contribution of the plan to the objectives 

of the Proposal for a Regulation on the Recovery and Resilience Facility, adopted by 

the Commission in May 2020, and to the Semester priorities as well as the overall 

coherence of the plan and its components; 

• a description of the individual reforms and investments, structured through 

“components”;  

• the implementation of the plan and the complementarity with other EU programmes; 

• the expected impact of the plan. 

 

Member states must also address the ways in which the recovery and resilience plan will 

contribute to the achievement of the following four general objectives:  

1. Promoting the Union’s economic, social and territorial cohesion;  

2. Strengthening economic and social resilience;  

3. Mitigating the social and economic impact of the crisis;  

4. Supporting the green and digital transitions. 

 

Moreover, the Commission recommends member states to provide information on which 

components of their national recovery and resilience plan will contribute to the seven 

European Flagships identified in the Communication on the 2021 Annual Sustainable 

Growth Strategy: 1) Power up, 2) Renovate, 3) Recharge and Refuel, 4) Connect, 5) 

Modernise, 6) Scale-up and 7) Reskill and upskill. 

 

For each of the flagships, these are EU-wide ambitions: 
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1. Power up: Support the building and sector integration of almost 40% of the 500 

GW of renewable power generation needed by 2030, support the instalment of 6 

GW of electrolyser capacity and the production and transportation of 1 million 

tonnes of renewable hydrogen across the EU by 2025. 

2. Renovate: By 2025, contribute to the doubling of the renovation rate and the 

fostering of deep renovation. 

3. Recharge and refuel: By 2025, aim to build one out of the three million charging 

points needed in 2030 and half of the 1000 hydrogen stations needed. 

4. Connect: Ensure that by 2025 there is the widest possible uninterrupted 5G 

coverage for all areas. 

5. Modernise: By 2025, ensure the provision of a European digital identity (e-ID) and 

public administrations should be providing interoperable, personalised and user- 

friendly digital public services. 

6. Scale-up: By 2025, double the production of semiconductors in Europe, to 

produce 10 times more energy efficient processors and to double the share of EU 

companies using advanced cloud services and big date (from 16% today). 

7. Reskill and upskill: By 2025, the share of Europeans aged from 16 to 74 with 

basic digital skills should increase to reach 70%. Education systems need to be 

further adapted to the challenges of the 21st century. Member states should 

ensure that pupils’ digital competence is significantly improved, in order to reduce 

the share of 13-14 year old students who underperform in computer and 

information literacy to under 15%. By 2025, at least four in five VET graduates 

should be employed and three in five should benefit from on-the job-training. 
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Overall, the recovery package is indeed historical, resources of political unity can still 

be found in EU capitals and talk of the European Union collapsing has duly given way 

to renewed ambitions. 

 

Since April 2020, the S&D Group has laid out key principles for an economic, social and 

ecological recovery of the European Union and argued that a future plan must: 

 

• address all immediate economic and social challenges in order to provide a united 

protective shield against the destruction of productive capacity and against all 

immediate negative social consequences on people, in particular by sustaining 

incomes of workers, including self-employed and without undermining or delaying 

urgent ecological policies; 

• deploy a solid economic, social and ecological recovery strategy grounded in 

strengthened economic, social and territorial cohesion and social upward 

convergence, in the fight against climate change and biodiversity loss, in a just 

transition, and in socially progressive digitalisation, in particular by guaranteeing 

no delay in the fight against climate change, nor in the comprehensive 

implementation of the European Green Deal and of the United Nations Sustainable 

Development Goals, through speedy legislative decision-making and public 

investment commensurate with the magnitude of the transformations that are 

required and are essential for our future; 

• build Europe’s future broad-based resilience by developing the necessary 

permanent European instruments and policies needed to respond to future crises, 

being of health, economic, social, climate or wider environmental origin, by 

rendering the European Union strong, cohesive and sustainable. This will also 

require profound changes in our prevailing economic and constitutional system, at 

the core of which solidarity, sustainability and the sustainable well-being for all 

must become defining principles, including article 3 TEU and article 9 TFEU; 

• at all times, re-affirm and uphold that the Union is based on a set of values and on 

the principles of fairness and solidarity, and even in times of crisis situations which 
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require exceptional measures, these values and principles must be guaranteed. 

This and the full respect of the rule of law are non-negotiable9. 

 

From this perspective, a historical package must be accompanied by efficient instruments, 

able to reposition the Union as a global leader in terms of crisis management and 

sustainable crisis recovery.   

For Romania and other European member states still struggling to reach European living 

standards, recovery efforts will go hand in hand with accelerated development efforts. 

Member states facing prolonged challenges in terms of cohesion must take into account an 

integrated approach when it comes to recovery, accommodating not only economic recovery 

objectives, but also the social dimension and, for a longer-term approach, an ecological and 

digital recovery. 

  

 
9 More details here;  

https://www.socialistsanddemocrats.eu/sites/default/files/2020-05/sdrecoveryplanfinal29april2020web.pdf
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ROMANIA NEEDS A PLAN, A 
STRONG ECONOMY WITH 
SUSTAINABLE SOCIAL SERVICES 

 

 

The National Recovery and Resilience Plan was drafted by the Ministry of European Funds 

and presented on November 9, 2020.10 The plan was first announced at the beginning of 

the summer and the official launch, planned to happen in the upcoming period, was several 

times postponed. What was noticed is that there have not been any public consultations 

organized on the matter despite the clear recommendation made by EU institutions. 

 

Of the total EU funds for the next period for Romania, EUR 30.4 billion are allocated 

to the financing instrument “Recovery and Resilience Facility” structured in the form 

of grants EUR 13.7 billion and in the form of loans EUR 16.6 billion. 

 

Of the total, 65% will go to green transition and climate change, 20% to public services, 

urban development and heritage development, and 15% to economic competitiveness and 

resilience. A budget of EUR 28.2 billion has been agreed for cohesion policy for the period 

2021-2027.11 

 

Next Generation EU figures for Romania: 

• Recovery and Resilience Facility12: EUR 9.5 billion (70%, for 2021-2022 commitment) 

and EUR 4.2 billion (30% allocation based on summer 2020 economic forecast, for 

2023 commitment); 

 
10 More details here;  
11 More details here;  
12 More details here;  

https://www.agerpres.ro/economic-intern/2020/11/09/video-bolos-planul-national-de-redresare-si-rezilienta-este-documentul-de-capatai-al-romaniei-pentru-perioada-urmatoare--606002
https://mfe.gov.ro/oug-masuri-masuri-pentru-elaborarea-planului-national-de-redresare-si-rezilienta/
https://ec.europa.eu/info/files/recovery-and-resilience-facility-grants-allocation-member-state-2018-prices_en
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• REACT-EU for 202113: EUR 1.3 billion; 

• Just Transition Fund14: EUR 1.9 billion in total (EUR 1.1 billion under 

NextGenerationEU and EUR 0.8 billion under MFF 2021-2027). 

 

The situation of Romania is illustrating the need for a wider consultation with the civil society 

on all chapters of the future national recovery and resilience plan. In order for this effort to 

be as sound as possible, Romania should duly take into account the country-specific 

recommendations formulated under the 2020 European Semester and beyond:15 

 

1. Pursue fiscal policies in line with the Council’s recommendation of 3 April 2020, while 

taking all necessary measures to effectively address the pandemic, sustain the 

economy and support the ensuing recovery. Avoid the implementation of permanent 

measures that would endanger fiscal sustainability. Strengthen the resilience of the 

health system, including in the areas of health workers and medical products, and 

improve access to health services. 

2. Provide adequate income replacement and extend social protection measures and 

access to essential services for all. Mitigate the employment impact of the crisis by 

developing flexible working arrangements and activation measures. Strengthen skills 

and digital learning and ensure equal access to education. 

3. Ensure liquidity support to the economy benefiting businesses and households, 

particularly small and medium-sized enterprises and the self-employed. Front-load 

mature public investment projects and promote private investment to foster the 

economic recovery. Focus investment on the green and digital transition, in particular 

on sustainable transport, digital service infrastructure, clean and efficient production 

and use of energy and environmental infrastructure, including in the coal regions. 

4. Improve the quality and effectiveness of public administration and the predictability 

of decision-making, including through an adequate involvement of social partners. 

 

 

 
13 More details here; 
14 More details here;  
15 More details here;  

https://ec.europa.eu/info/files/react-eu-allocations-2021_en
https://ec.europa.eu/info/files/just-transition-fund-allocations-member-state_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52020DC0523&from=EN
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The National Recovery and Resilience Plan must be the result of a national consensus 

around solutions for Romania's recovery. (…) The programs must be operationalized 

quickly, and the relaunch plan must be drafted transparently through public consultations 

and made public. We cannot afford to repeat the previous mistakes. 

 

Victor Negrescu, MEP, Committee on Budgets, member of S&D 

  

„ 



 
 

 
 
 

Page 21 

 

 

 

 

ECONOMIC CHALLENGES 

 

 

Europe is affected by 5 key issues related to a changing world that are generating a 

significant economic and social backlash and could influence the way Europe develops and 

acts in the near future. Romania makes no exception when it comes to these key challenges. 

 

  

 

Europe is rapidly ageing. This is a global 

problem, outside of the Middle East and Africa, 

and will impact Europe’s long-term recovery 

and capacity to respond to crises. Between 

2008 and 2018, the share of people aged 65 

and older grew by 2.8% in Romania, according 

to Eurostat.16 

  

 

As rates soar, educational systems fail to 

produce the graduates the labour market 

needs, and Europe is falling behind in terms of 

skills. Local estimates show that Romania has 

around 400,000 young people who are not in 

education, employment or training 

(“NEETs”)17.  

  

 

Contrary to its self-conception, Europe is 

rapidly falling behind at global level in the 

technologies that power future industries, from 

batteries to AI and even financial technology. 

In the case of Romania, despite being 

considered a booming industry, IT&C makes 

up for only around 6% of the GDP18.  

 
16 More details here; 
17 More details here; 
18 More details here; 

 
 

POPULATION 

 
 

EDUCATION 

 
 

 

BETWEEN AGEING AND AUTOMATION 

 

https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Population_structure_and_ageing/ro#Tendin.C8.9Be_trecute_.C8.99i_viitoare_de_.C3.AEmb.C4.83tr.C3.A2nire_a_popula.C8.9Biei_din_UE
http://mfe.gov.ro/wp-content/uploads/2019/07/a392cc489a72c549464bae33d2fcd56f.pdf
https://www.bnr.ro/DocumentInformation.aspx?idInfoClass=8161&idDocument=26052&directLink=1
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European infrastructure is duly showing its 

age. While a national issue, the budget is 

poignantly failing to help national governments 

on this matter. Romania ranks among the least 

connected countries in the EU, compared to 

size, if we look at data such as kilometers of 

highways, railways and so on19.  

  

 

Leadership. Europe is becoming moored in 

culture wars it cannot afford. Instead, it needs 

strong political leadership to push for 

institutional changes to adapt its economic 

thinking to a new age. 

 

 

 

Some now fear that a new era of automation enabled by ever more powerful and capable 

computers could work out differently. They start from the observation that, across the rich 

world, all is far from well in the world of work. The essence of what they see as a work crisis 

 
19 More details here; 

 
 

INFASTRUCTURE 

 

„ 

https://op.europa.eu/webpub/eca/special-reports/core-road-network-9-2020/en/index.html
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is that in rich countries the wages of the typical worker, adjusted for cost of living, are 

stagnant. In America the real wage has hardly budged over the past four decades. 

 

Even in places like Britain and Germany, where employment is touching new highs, wages 

have been flat for a decade. Recent research suggests that this is because substituting 

capital for labour through automation is increasingly attractive; as a result, owners of capital 

have captured ever more of the world’s income since the 1980s, while the share going to 

labour has fallen. 

THE ECONOMIST 
MAKING SENSE OF THE MODERN ECONOMY 4TH EDITION 

 

These underlying challenges manifest themselves with multiple phenomena. Left 

unattended, they become problems when they could have been opportunities. 

 

The budget does address these symptoms, promising money to essentially every group that 

has been negatively affected, including youth. This may alleviate some negative 

consequences of the crisis and does provide succour to political pressure. However, it does 

not address the actual, underlying issues and those are the issues that have the most impact 

on people’s lives. In turn, that shows-up into three issues that, in the faux-Keynesian 

economic thinking that was perhaps too often employed by the political class, were 

supposed to be very much asynchronous. 

 

Secular stagnation, 

inequality and budget 

deficits are however 

an epiphenomenon of 

the same underlying 

phenomenon of 

technological change. 
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Europe needs growth. Growth comes in two types: intensive growth and extensive growth. 

Extensive growth is, essentially, doing more with more. 

 

Intensive growth is, essentially, doing more with the same. This is a matter of taking the 

same factors of production and producing more with them by way of productivity. This is 

what drives long term growth and usually means better education, technology, management 

and so forth. It was intensive growth that actually drove the significant boom in living 

standard for the past 200 years and the situation remains so today. 

 

Population ageing ends up impacting both types of growth negatively and the European 

Union economies are looking, unfortunately, at secular stagnation. 

 

 

 

The budget does address automation to an extent, allocating funds for digital 

education as well as retraining programmes. But with magnitude taken into account, 

these efforts are only beginning to address Europe’s needs for the future. This is 

particularly acute for some European countries, since the social model employed is in fact 

dependent on a high degree of technological superiority to ensure a competitive edge. 

Historically, that has in fact been the case, with education allowing Europe to take full 

advantage of the First and Second Industrial Revolutions, perhaps best reflected in the 

correlation between literacy rates in the 1850s and later GDP per capita figures. 

 

 

 
 

More capital, labour, natural resources being engaged, while duly observing 

climate goals in the economic process can lead to more growth. 

AUTOMATION OUTLOOK 

AGEING OUTLOOK 
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EDUCATION OUTLOOK 

 

 

Investing in education and research allows business to increase its competitiveness and 

future investment attractiveness. The approach the budget has taken is to increase 

spending. But that is not a perfect solution, since it may generate more demand for the 

categories of same people, while propping low-wage service jobs.  

 

 
Politically and socially, this may very well seem ideal, and the budget does reflect this idea. 

 
 

Access to quality education increases skills and strengthens the role of 

citizens in society. Education allows a greater proportion of the citizens to 

fully utilise the new technology as well as train in new fields. 
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However, the college premium actually hides vast complexity. European economies need 

graduates with the right skill set to generate growth. So far, the approach taken has been 

just that. Graduates displace working class workers even as businesses report unmet 

demand for skilled staff in STEM disciplines and the participation rate drops alongside R&D 

spending. 

 

 

 
 

YOUTH OF TOMORROW 
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According to the European Commission’s latest Education and Training Monitor, in the case 

of Romania20: 

 

• Some efforts have been made to improve the quality of early childhood education 

and care and strengthen initial teacher education. 

• Despite several initiatives, there is a need to increase the digital skills of teachers, 

trainers and students and better equip schools with digital equipment. 

• A large percentage of young people have inadequate levels of basic skills. 

Ensuring quality and labour market-relevant education and training is still a key 

challenge. 

• Socio-economic background significantly affects students’ performance, limiting 

the role that education can play as an equaliser of opportunities. Despite measures 

to mitigate the impact of COVID-19 in education, the shift to distance learning risks 

worsening already high inequalities. 

 

  

 
20 More details here;  

Romania is lagging behind most EU member states when it comes to 

overall access to education and educational infrastructure. This is why 

Romania’s national recovery and resilience plan should provide for the 

allocation of significant funding, in order to build capacities in the education 

system and connect the results of this process with the country’s aim to 

recover from the current crisis.  

 

Currently, Romania is allocating only around 3% GDP to education, 

even less than in 2008, when the allocation amounted to 4.24% GDP. 

https://op.europa.eu/en/publication-detail/-/publication/8d1829d7-2495-11eb-9d7e-01aa75ed71a1/language-en/format-PDF/source-171316001
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TRANSFORMING CHALLENGES 
INTO OPPORTUNITIES 

 

 

When it comes to actual reform implementation under national resilience and recovery 

plans, local realities must be fully taken into account, from data to day-to-day experiences. 

Consulting the civil society, the academia and the business environment should be a top 

priority for governments aiming to turn recovery into development and current challenges 

into future opportunities. To this end, the EC provides examples of components of reforms 

and investments in four areas: digital connectivity; public administration; renovation wave; 

clean, smart and fair urban mobility.21 

 

On digital connectivity, for example, the EC illustrates what governments should take into 

account when drafting reforms that would help ensure comprehensive 5G and fibre 

coverage, including large-scale deployment of 5G corridors and smart traffic management 

systems along transport pathways, and enable universal and affordable access to Gigabit 

connectivity in all urban and rural areas.  

 

On public administration, the EC provides guidelines on increasing the effectiveness, 

efficiency and relevance of government action, taking into account current challenges, 

needs, and expectations of both citizens and businesses, strengthening resilience and 

where necessary, tailored to the green and digital transition. 

 

On the renovation wave, the EC outlines three main objectives:  

• Jobs and growth: The renovation wave aims to create local jobs, stimulate local 

investments, foster the adoption of digital technologies, improve the resilience of the 

building stock and support SMEs. 

 
21 More details here. 

https://ec.europa.eu/info/business-economy-euro/recovery-coronavirus/recovery-and-resilience-facility_ro
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• Green transition: The renovation wave has the potential to reduce energy 

consumption per year, increase energy efficiency compared to a business-as-usual 

scenario and reduce GHG emissions per year during the 2021-2026 period, while 

improving environmental and health performance. By comprising a certain 

percentage of climate expenditures, this component shall contribute to the 37% 

climate mainstreaming target. It also aims to increase the prevention, reuse and 

recycling of construction waste, and the uptake of sustainable construction materials 

to increase resource efficiency and realise climate benefits across the entire life-cycle 

of buildings.  

 

• Social resilience: By providing incentives to renovate the existing stock of buildings, 

in particular public buildings as well as social infrastructure and housing, energy 

poverty concerns can be alleviated through reduced energy and water bills, while 

improving affordability of housing and living conditions. 

 

On urban mobility, the EC indicates that the objective of this component is to structure and 

coordinate efforts to make urban mobility cleaner, smarter, safer and fairer. This objective is 

in line with, and forms part of nationwide strategies of sustainable mobility. This component 

champions the European Flagship “Recharge and refuel” and promotes future-proof clean 

technologies to accelerate the use of sustainable, accessible and smart transport, zero and 

low emission vehicles, charging and refuelling stations, and stronger, more extensive public 

transport. The component is also related to sufficient supply of renewable electricity and 

hydrogen, in relation with the European Flagship “Power Up”. At the same time, Romania is 

lagging behind in terms of adopting a modern, sound energy strategy, which would allow the 

country to connect to European priorities and funding in the field.  

 

While Romania does take into account some of these priorities, the strategic thinking behind 

using the available funds to advance economic and social development for all should allow 

for development based on prioritizing education and professional training on the long run, 

so that the Romanian society can adapt and contribute to national and European recovery 

efforts. 
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RECOMMENDATIONS 

  

• The current recovery process presents an opportunity for Romania to 

fully adhere to sustainable development principles and pursue 

modernization at all levels: institutions, public services, economic 

opportunities in the green transition context.  

• Romania’s modernization should fully take into account the country-

specific recommendations presented under the European Semester, 

in order to ensure that future reforms are based on a thorough and 

integrated analysis process. 

• Romania must observe the European Parliament’s recommendations 

related to its future national recovery and resilience plan, especially 

the allocation of 10% of the funds for education, in order to respond 

to current and future challenges.  

• The civil society must be involved and consulted at all stages of 

drafting the national recovery and resilience plan, as well as 

perceived as a reliable partner in implementing recovery measures, 

especially in those fields in which state institutions lack sufficient 

capacities or expertise. 
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• In the wider spectrum of economic recovery efforts and increasing 

resilience, Romania must take decisive steps towards a transition to 

a green economy and a digital transformation, without losing sight of 

the local realities and resources available at national level. 

• Romania's economic recovery must become the object of national  

pact. Beyond the ideological divisions, sustainable economic 

development could be the object of a wide-consensus offerint 

opportunities at the level of all communities in Romania, quality 

public services and a solid basis to build on. 

• In the current context, it is necessary to immediately operationalize 

the programs that are the basis for Romania's economic and social 

recovery, based on constant dialogue between the civil society and 

the state authorities, conducted in a transparent manner. 

• Romania should create an inter-ministerial task force, bringing 

together experts from all ministries, to manage recovery measures 

at the national level, from concept (in consultation with the civil 

society, the academic and business environment), to 

implementation and delivery of results. 
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