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Abstract: Romania’s integration into the European Union isattemely complex process which has
effects upon all sectors of the Romanian EcononmgoAg the main principles that are at the basis of
the development of economy and the reform in tlesgmt stage, the most important position is held by
the restructuring and modernization of the Romamanstry, its reorganization and privatizationtwit

a view to ensuring a durable economic progress.ifidhgstrial policy of Romania has in view to create
a framework which can ensure the development obrapetitive industry, in accordance with the
industrial structures of the European Union, whieitl lead to the reduction of the gap between
Romania and the other countries of the Europeamrinihe industry, as an important branch of the
Romanian Economy, produces approximately 27% oh#imnal raw produce and contributes by 1, 2-
1,5 rate to its growth annually. The GovernmenRoimania has approved of the document of the
Industrial Policy of Romania between 2005 and 26@8&ting that it is essential for the three basitg

of the durable development: the economic, socidl emvironmental one, to be interconnected and to
progress harmoniously. The main goals of the iméhispolicy of Romania are: the growth of
competition, the growth of the role of researchyelepment and innovation, the promotion of a
durable management of the resources and protecifoenvironment; the improvement of the
professional training and occupation of labour. Phst-integration strategy in the industrial seetdr
have in view, among others, the ending of the m®ad privatization of the commercial companies of
the industry, the presentation of the remainingustdal companies of the public property on the
market, the promotion of the strategical cooperatibthe holding type structures and of the ecomomi
groups with a view to connecting the Romanian itgu® the process of globalization, the growth of
the volume and efficiency of the export, encourggihe export of products with a high level of
processing and high added value, turning into atcdlbie geographical position of Romania by
directing the export to the neighbouring areas titian become outlets of maximum interest for the
European Union. The most sensitive sector frompihiat of view of the post-integration situation is
the one of the small and middle enterprises. Tafist the integration many of them have reduceit the
activity or to put an end to their activity becaubley will not be able to cope with the competition
from the European Union. A challenge for these rpnises will be the growth of productivity, under
the circumstances that the average productivitg sfall or medium enterprise is 19 times smaller
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than the European average rate. Besides, thesprests will fell the effect of Romania’s integiati
over a year from Romania’s integration in the EeapUnion. The impact of Romania’s integration in
the European Union upon the local industry willfek after two years from the moment of Romania’s
joining the Union. As a result of Romania’s joinitige European Union it is likely to have the
following: higher wages, a relative diminishing tife population’s purchasing power, which will
determine a stagnation of the demand for induspriatiucts. The effects of the improvement of the
infrastructure will be felt in the long run (3-1@&ars). Following Romania’s joining the European
Union the sectors which have been mostly affectedfaod industry, the industry of consumer goods
and retail, the most favoured sectors are thosehnave a great export potential and which have low
costs. Among these we mention the industry of demeedicines, the industry of oil, the industry of
cars and their components, producers of raw méteria
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Romania’s integration into the European Union iseatremely complex process
which has effects upon all sectors of the Romatmiaonomy. Carrying out the
Romanian reform and development according to magkehomy principles does
point, among other things, at a large opening tiioworld economy.

The external economic relations of our countryragenly included in the European
geopolitical space in which we stand. The integrats a complex process, which is
based on the principles of compatibility and compatarily, and which consists of:

» adaptation of the economy and the social, militang political milieus to the
realities in the already integrated countries, glaith which it will develop later;

» developing cooperation relationships with the Ewegop institutions and the
partners from within the member countries.

Through integration, the economies of participataagintries become compatible
and complementary, conditions absolutely necessfmy their harmonious
development.

The strategic objective of Romania is the convergenith the EU member states,
in terms of individual welfare of their citizens daof the society in general. In
macro-economics terms, the convergence with thepggan Union is ensuring a
rhythm of economic growth higher then average fosu#ficiently long time (a
matter of decades).
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Among the main advantages of Romania’s integratitmthe European Union, we
can mention:

benefit of belonging to a larger family of nations;

the security that this affiliation provides;

the advantage of participating in the largest gimgarket in the world,;
the opportunities related to the economic growth;

creation of new jobs;

access to the structural Funds destined for lesspprous regions of the
European Union.

The citizen — concerned advantages of integratibmthe European Union are also
significant:

continuous improvement of life quality;

high standards concerning the environmental priotect
social protection and safety at work;

the right to travel and settle in any member state;

diplomatic and consular protection from another rnenstate.

The major post-accession objectives of Romania are:

strengthening the democratic system and of the deatio institutions;
creating an economic and social climate that wgitd maximum of revenue;
making more efficient the structures and mechamthe market economy;

strengthening the political, economic and cultw@bperation with the member
states of European Union;

strengthening the status of Romania on the Europednnternational stage in
terms of maximum security.

In accordance with its major objective, creating ttonditions for integration into
the European Union, established by Romania forctlreent stage of development,
the fundamental principles underlying the econodggelopment and carrying out
the reform are: the restructuring of the Romaniaciedy for the acknowledgment
and pronouncement of moral and democratic valueting the right of ownership
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at the base of Romanian society; acceleratingrisigtutional reform, starting with
the Romanian Government, in order to create a mmod@te; restructuring and
modernization of Romanian industry, in terms ofrésizing and privatization, so as
to ensure a sustainable economic growth; reorienteand development of the
agriculture in the direction of market economy resfs, by supporting the
production and capitalization systems; the reforitthe public finances system
according to the principle of financing the econcaily viable objectives; equitable
distribution of the transition costs in the suppoft social solidarities; helping
Romania to rank with dignity among democracy — miggjddeveloped European
states.

The macroeconomic achievements in the recent yeave made the carefully
planned implementation of economic measures tafiigntly reduce the influence
of all economic factors with disruptive potentiahd establish a climate of relative
macroeconomic stability. The macroeconomic propetion a medium term are
positive, ensuring a solid economic growth andanable development.

Policies of restructuring the economy firstly adeaisteps to take so as to strengthen
the mechanism of competition. The activity of then@petition Council will be
encouraged to strengthen its ability to enforce kbgislation of competition
protection.

Out of all post-accession measures, the most impbdnes which are also in full
implementing process are:

- achieving the national program of legislative hammation, particularly aiming
at the creation of an adequate framework of padiaig in the single market of
the European Union;

- development of specific projects to capitalize teole package of European
assistance, in the restructuring and privatizalomain, so as to complete the
process of structural adjustment, social protectiai developing the
infrastructure and building the civil society;

- developing the cooperation and concluding the frade agreements with the
countries associated to the European Union, as bbseviving their trade
exchanges.

Romania considers that fulfilling the criteria ddished by the European Union
implies a more powerful and accelerated economiovwery of the country by
mobilizing the internal factors, potentiated by theser cooperation with the
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community countries, whose support, particulamaficial and technical-economic,
must be more substantial.

The objectives of the rapid integration into therdpean Union must drive
Romanian authorities into seriously analysing tbetg of this process in relation
with the expected benefits, the proper deadlingHeregislative harmonization and
to what extent the process is benefited by theldimig reform in our country.

One of the general objectives of the Romanian ewmimopolicy aims at
strengthening competitiveness, which will be doneinty by: cultivating and
consolidating a healthy and open business envirohrbased on a stable and
coherent legal framework, accelerating and deepgethe structural adjustments;
promoting the intangible investments (investmemtshuman capital, research-
development and innovation activities, quality &ssu standardization, etc.)
supporting the development of industrial cooperatamd of SMEs, as well as
through the services development.

In order to strengthen the business climate paygstito the market economy, the
following objectives will be followed:

- developing a competitive economic environment inmAnia, in accordance
with the Community rules for the gradual alignmentthe requirements for
ensuring the free interchange of goods and services

- ensuring the conditions for an effective corporatmagement of firms;

- flexibility of the central administration and ofehpersonnel involved in the
international official relations of Romania, so tl#imulation of foreign
commerce and the synchronization of the internaliass environment with the
worldwide one should exist.

In the achieving of the post-accession progranesptisiness community represents
a key factor for achieving the economic criteria aecording a certain progress. In
turn, according to the assessments of the Europealiiament, the Chambers of
Commerce and Industry are the real intermediaeésden the European Union and
the national enterprises.

Economic agents must be able to evolve in a cotEegnvironment, in which the
state aid should be extremely restricted, and dingpetition rules entirely respected.
According to the new regulations adopted by the gatition Council (which
entered into force in January 2003), the stateadlidoe granted only with abiding
by some strict criteria.
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Along with assuming the commitment concerning tleel€ of Business Conduct,
there will be introduced no fiscal steps to only benefited by certain economic
agents, they are compelled to evolve in a competénvironment, in which they are
not to profit by discriminating fiscal easy terms.

An important aspect is to improve the investmeihate in Romania, the current
trade being to strengthen the economic growth tjitdereign direct investments.
The preparations made by the Romanian Governmetitisndomain particularly

aims at taking the steps necessary to connect threaRian economy to the
requirements and standards of the EU Internal Marke

The relatively low production costs, the qualifiadd cheap labour, as well as
geographic positioning of Romania are favourablemises for establishing new
investments, with the possibility of export towardgportant markets of South-East
Europe and the Russian Federation.

The transformation of Romanian economy and itsntaitgon towards sustainable
development in harmony with the national interestd the recent integration into
the European Union points at a deeper involvemeirtdustry, because, in order to
achieve and maintain a fast of economic growth p#ee industry has a major
contribution and will remain one of the main sestof the national economy.

It can be avowed that the process of Europeanriatieg will be a strong catalyst of
the strategic readjustment course of the Romaniausiry. Increasing the
competitive pressures and the clarification of tlegislative framework (for
example, in what concerns the production and qualiandards), along with the
necessity of the Romanian producers to restructiwed activities, will be the
grounds of a future healthy growth.

Romania’s industrial policy aims at creating a fanable environment for the

development of a competitive industry harmonizethwuropean Union structures,
that should lead to the reduction of the existing getween Romania and other EU
countries. The concept of industrial policy haspaspose the improvement of
competitiveness by encouraging the companies’ fonicty, focusing on the

horizontal policies that affect all the industryces, namely: innovation, new

technologies and processing facilities, professioahilities, education and

professional training, the business management.

Romania’s industrial policy presages the stratdgigets, harmonized with the
concepts of industrial development, adopted byBhmpean Commission through
the Lisbon Strategy. These concepts are focusinghencompetitiveness of the
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industrial products, as a determinant element ofop@ance in the conditions of
free competition.

The industry, as main branch of the Romanian ecgnachieves, on average about
27% of gross domestic product of the country, ébatng annually to 1.2 — 1.5
percent at its growth.

Within this branch, the manufacturing industrylie tominant component, covering
about 80% of the volume of activity and comprisaiput 1.5 million people.

The purpose of industrial policy is to the markedamanisms to the best account,
including trough the correction of extant failurdhe concept of industrial policy
usually covers the policies and associated instnisnehat affect firms and
industries.

The European Commission has proposed a relevamitaef, according to which
the industrial policy relates at effective and aein¢ implementation of all policies
liable to affect the structural adjustment of thelustry, with the purpose of
promoting competitiveness.

The Romanian Government approved the documentdoraRia’s Industrial Policy

for the period 2005 — 2008, indicating that it ssential that the three pillars of
sustainable development, i.e. the economic, scama of environmental ones,
should be correlated and evolve closely and harousty.

Romanian’s industrial policy is based on the oliyest and strategic directions of
the Romania economy and industry, as well as amduthdamental elements of the
European industrial policy. In conjunction with tbther policies and strategies of
the national economy, the industrial policy of Romahas as main objectives:

- increasing the competitiveness;

- enhancing the role of research, development aralation;

- promoting a sustainable management of resourcesraricbnmental protection;
- improving the professional training and employment.

According to the Government's standpoint, togetiéh the research, innovation
and entrepreneurial activities, human capital raak®wng the factors that affect
competitiveness. Thus, the human resources analsocahesion policy aims at
acquiring new skills, improvement and labour splezgion.
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The employment strategy and the increasing of thpl@yment degree ensure the
development of the human capital, creating jobsmating the adaptability of the
workers and businesses to the economic changes.

A better flexibility of the workforce is also nesasy and it is related to increasing
its degree of mobility (re-qualification) and of rfection/specialization, so as to
ensure a balancing of supply and demand in theutabmarket, as well as the
development of the human resource management.

In the light of all changes that have occurred initihhe inner and regional relations
pertaining to the European integration, the gldadion process and liberalization of
the movement of goods, services and labour, therestup the tendency of

industrialized countries to attract qualified stafhd consequently Romanian trade
companies will have to cope with some increasedatheis of competitive products,

in the conditions of confronting with an evolvimgpustry environment.

Therefore the reconsideration of the strategy, rumgdion and support of the
indispensable training process of the working staff categories, specialties and
domains, is an essential prerequisite.

In the industrial policy domain, a series of inveshts in the sectors that have
medium and long term development possibilitiestanEuropean Union market are
to be operated. The policy of restructuring will imeplemented in a consistent
manner in accordance with thequisin the competition domain and the state aid, so
as to create competitive and efficient companies.

The post-accession strategy in the industrial sedlbbe linked with the objectives
of increasing the external competitiveness andriaieproductivity in relation to all
factors of production. In this particular respeieg following steps will be aimed at:

- the enlargement of the process of remodelling #macity and structure of
the industrial production, including through deyeteent and stimulation of
cooperation with partners from the European Unamthe background of
strengthening market economy activities and of timy a competitive
environment, revitalizing the medium and large mnises with a
competitiveness potential,

- sequential arrangement of the economic agent gwleahd resizing within
the restructuring process, aiming at ensuring trenal conditions for the
development of the activity for satisfying the gingvinternal demand, and
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for significantly increase the volume and efficigraf export of goods and
services;

finalization of the privatization process of tradempanies in industry,
exposure of the industrial units remained in publimership at the market
forces, in the conditions of strengthening thedkegive discipline from the
competition domain (including bankruptcy law);

restructuring of energy and material intensive @awsct of those with
overcapacities, in the sense of reducing the lossas of achieving
substantial increases of productivity; stimulatiaf promoting the
technologies that ensure the reduction of energguwoption;

re-establishing an efficient capitalization of thetional potential of research
and technological development, including compaisgaech activities;

increasing the competitive potential by promotitrategic alliances, a type
of holding structures and of the economic groupsntdrest , in order to
connect the Romanian industry to the globalizapoocess, including the
development of the complex exports;

accelerated development, externalization and siEatian of production —
oriented services

in high pace increasing in the volume and efficien€ export activities,

encouraging the export of products with high degreprocessing and high
added value; the priority sustaining, in the petexit limits by the

international framework of regulations , of the usttial sectors for which
the world market is in expansion or which are beaféechnologies of high
performance and which represents immature indgstri®&omania;

capitalization of the geographic position of Ronaarby targeting exports
also towards neighbouring areas that may becomketeudf maximum
interest for the European Union

The Romanian industry is already operating in arenopand competitive

environment. This allows approaching the internarkat as a first step by which
the entrepreneurs can become more competitive amé fimternational”, in the

common market of the European Union.

There are a number of measures that could faeilithte maintenance of
competitiveness of Romanian companies to operatth@rmore competitive and
increasingly important domestic market, althougimetimes overlooked in an
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unrealistic way. The Romanian enterprises musteaeton the internal market and
at the same time, focus on international markets.

In the energetic sector, there is foreseen thetitotien of the minimum stocks of
oil and necessary oil products through budget aivége sector financing, involving
the economic agents in obtaining the new regemneratiergetic resources, possibly
via partnerships among public and private parties.

The restructuring of the energetic sector is ih ubgress, and is made through a
legal separation of the activities of power genemttransmission and distribution.

In order to attract labour from non-viable mine aaethere will be developed
alternative investments (technological parks, etc).

Implementing some policies of energetic efficiemdyich aims at the reduction of
the energetic intensity of the Romania’s economyll \attract significant
investments, locally included. In the field of protimg renewable energies, there are
now applied the recommendations of Strategy StudyRES use in Romania,
prepared in collaboration with experts from the dp@an Union countries and with
Phare assistance.

In the electricity and natural gas sector, as aulresf community acquis

transposition, the opening markets occurs, with ¢badition of existing some
licentiate suppliers and of some eligible consumelefined by the regulatory
authorities (ANRE, ANRGN). Restructuring of the edtandustry (investment,
financial, social), in terms of economic viabilisya major priority for the Romanian
economy.

In the telecommunications and information technglsgctor, there is foreseen a
more active involvement of the companies in investta within this domain (the

support of the Government through the technologizaks) — possible niche for

Romania to enter the European Union market.

In the regional policy development and in the surtad instrument development, the
carrying out of the business and development phaost take into account the
perspective of realizing some regional policieswa#l as and acquiring the know-
how of developing viable projects for structurahdis.

In the environmental protection, there is considehe re-technology and upgrading
of facilities, which means the inclusion of a gquatt of environmental costs in the
production costs. Also, there was proposed theblksitanent of public-private
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partnerships in the environment domain (waste mamagt, water protection, air,
etc).

There will take place a drastic reduction of adtimal pollution, industrial, etc, by
the economic agents, as well as and making someaigns to convince the
population to recycle wastes.

The implementation plans for the aquis in the figi&environmental protection will
also take into account the investments that arketonade for the environmental
protection.

The most sensitive sector in terms of post-accesstaation is that of SMEs. Thus,
after accession, many SMEs must restrict theiviigtor self-dissolute because they
cannot face the competition arrived from the Euappénion.

To become and remain competitive, Romanian SMEd aemherent strategy in the
business domain, a constant increase in theirigffiy and an improvement in the
guality and products image. This strategy shouttuiohe investments in research and
development, acquiring of new technologies, impngvthe managerial practices,
development of creative and attractive projectsamdfficient marketing.

A challenge for SMEs will be the increase of prdduty, in the conditions in which
the average productivity of a SMES is 19 times loWan the European average.
Moreover, the SMEs will feel the effects of the egsion in one year from the
integration into the European Union.

In order of capitalizing the important economic wtio — oriented and job —
providing potential of the SME sector, the follogisteps will be taken:

- providing simulative easy-terms ( loan guarantegsrest subsides, grants);

- organizing consultancy centres and training, enémgurial training,
technologic parks and business incubators, asdistatie state to provide
SMEs with free of charge or lower cost services;

- supporting of SMEs patrticipation in projects basadoublic investments or
accomplished with external finance

- Supporting SMEs has as an objective the strengijenf competitive
Romanian presence on the internal market by:

- maintenance in applying the European standardscantgpliance with the
community legislation with regard to the inner nmetrk
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- implementing the strategy concerning state aids tfee purpose of
supporting SMESs, respectively the innovation, tbatimuous professional
training, the compliance with the environmental uesgts, and access to
technology;

- creating an adequate infrastructure of businesp@st@nd easy access at
finance for SMEs;

- increasing the administrative-legislative transpayeand efficiency

The impact of Romania’s integration into the Euap&nion on the local industry
will be able to fell in two years from the accessinoment.

As a result of the accession, it is possible tm@ss an increase in the wage costs, a
relative decrease of the purchasing power of thaulation, which will lead to a
stagnation of demand for the industrial productie Teffects of improving the
infrastructure will be felt on long term (from tlreup to ten years). After the
adhering to the European Union the most affectetbeeare the food industry, the
goods of large consumption and retail, and the radsantaged sectors are those
with high export potential and which benefit by laests. Out of all these we
mention the generic drug industry, the oil one #r&refining, the auto domain and
auto components.
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