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Part |

1. General Considerations on the Public Pension Sgsn in Romania at
Global Level

The public pension system is of paramount impogdnc any society, particularly
through the impact that has on people's lives anthe economic environment by
the great number of people involved (contributord beneficiaries), by the size of
expenditures. The public pension system has an rimpopart of the budget
expenditures around the world where there isatilive. The world population has
aged, the active population is declining, the urlesnpent rate has increased
dramatically worldwide in the context of financiatonomic crisis and its effects
are found in massive retirements as the "soluttonthe crisis. Worldwide, 212
million registered to be unemployed in 2010, withr8illion more than in 2009.
The share of population aged over 65 years (pa&sdibheficiary of the state
pension system) increased from 11% in 1990 to 15%00D9. On the other hand,
the share of population aged under 14 years (tipalption which in the coming
decades will contribute to the pension system)radeed from 24% in 1990 to
only 15% in 2009.

The Romanian pension system has come a long way fhe first forms of
sickness and old age insurance that exists sirc&800s, the directions being set
by legislation passed in various stages of evatutibthe society. Since 1990 there
is a legislative ferment in this area in the exagfsgiving people rights that they
did not have before. The consequences have resoltbé continuous increase in
the number of persons included in the public pensgstem, simultaneously
increased other socially assisted categories amdithation has worsened, being
sustained by internal factors and financial ancheatic developments worldwide.

But the reform was delayed until 1 April 2001, ttete on which entered into force
Law no. 19/2000. The law introduces a series oftipesnews in the Romanian
social, but also other things that have led toitivzeease of number of pensioners
and thus public spending, where it can be highighthe introduction of new
categories of pension, in addition to the classiwads, and established the early
retirement and partial early retirement, which t@nrequested and granted up to
five years before reaching normal retirement agg@ravided by law (Table 1).

! http://www.euractiv.ro/uniunea-europeana
2 http://www.wall-street.ro
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Table 1. Social insurance rights under the law thateformed the public

pension system in Romania

Type of benefit

Coverage Source

Pension

- Old-age pension

- Early retirement

- Partial early retirement

- Disability pension

- Survivor's pension

Entirely from the state social insurance budget

Other social security rights

incapacity for work cause
by common illnesses
accidents  outside
occupational diseases a
accidents at work

- Allowance for temporary

q
work

d

nd

rCo-financing from the state social insurar
,budget and employer.

ce

for
and

- Benefits
prevention
work capacity

illness
recoverny

- Maternity allowance

- Allowance for child care o
care for sick children

r

- Death grant

Entirely from the state social insurance budget

Source: Law 19/2000 on the date it was adopted

Another novelty in this respect focuses on progdaotential contribution period
of disability pensioners, calculated as the diffiere between complete period of
contribution and the period covered by the conagnmerson until disability, and
this is actually a credit of the invalid, given the system until the period that he
would have achieved, if he had not been ill. Besitlee parameters already
familiar from the old legislation (the level of doibbutions, retirement ages, periods
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of contribution), the new pension formtileeveals a new defining parameter, the
point of retirement. The value of it is determinleg the state social insurance
budget law, but the way to fundament it has undeegmany changes, which

indicates an inconsistency in the implementati@vjtng an effect upon parametric

reform impact of the public system on the statead@atsurance.

The parametric reform was completed, with greatyledith a structural reform of

public pension system by introducing mandatorily girivately managed pension.
This system, called Pillar 1l, which became opersdl in 2008, has some special
features: the amount paid from the contributiore igtaccumulated in individual

accounts and capitalizes on the financial market; dupervising attributions of
private pension funds are delegated to the Comamisfir the Supervision of

Private Pension System, under the control of the&wvan Parliament; the State
delegates the private sector with management tafkhis pillar, but retain the

regulatory functions.

Another step in the structural reform of the pensgstem was the introduction of
the pillar Ill, voluntary private pension systemhieh became operational since
May 2007, an optional pension designed for therdmutions of those who adhere
to the fund.

The public pension system in Romania currently woda the principle of

distribution / compensation between generationay('@s you go") is governed by
Law no. 19/2000, with humerous amendments and cetiops. The number of
pensioners rises according to the records from Au@®10, at 5,497,800 of
people, of which 4,770,813 have state pension ama&’ The total of employees
in Romania is estimated to be about 4 million, icaantry of a little over 21

million inhabitants, out of which 10.2 million adsiland 5 million youth and

children, 6 million elders over 50 years.

Budget deficit for 2010 state pensions could red@h of GDP, with chances of
increasing in time, given the existing demographsocial, economic non-
correlation at national and global level.

L It consists of adding the annual points resultethfreporting the wages for each year to the aeerag
wage income from that year — it is taken into actdhe entire contribution period; the sum of the
annual points is divided to the complete periodaftribution.

2 http://www.cnpas.org
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2. The Analysis of the Public Pension System Basea Indicators - a
Case Study Braila County Pension Facility

The Braila County is part of the economic developmesgion of the South-
Eastern Romania, with a population representingiab®% of the total population.
According to the existing data in 2005, the actp@pulation (of age) in the
Southeast Region was 43.7% - 45.5%, but it washtyjigbelow the national
average - and the region's employed population 3%%%, in Braila was 34%,
also below the national average, 38.8%.

These features of the south-east area, as wdikeasvblution in the local economy
are reflected in the values changes of some iratieaf the public pension system
in the Braila County.

2.1. The Analysis of the Number of Policyholders,ni Developments and
Correlations having Impact on the Public Pension Sstem

The evolution of the number of employees rated fthenstatements presented by
employers, as the evolution of the number of pblatglers of the contribution by
the state social insurance budget is not favourabtereen the years 2001 - 2010
(Table 2). In the period 2001-2005 it can be ob=gra continuous increase of the
number of employees receiving benefits from the lipubystem, while it is
decreasing the number of active employees, which leeed to the assumption, in
fact largely confirmed later, that the temporargapacity to work was a "refuge"
of those who have received notice to postponetitry énto unemployment. In the
same period it is observed, an overall increasth@fbeneficiaries in the case of
optional insurance policy, insurance contract, glaith an increase in the number
of policyholders in this category. One explanatisrnthe fact that many people
ensured for the purpose of receiving some bendftisn the public system,
especially parental leave for childcare for upwo tyears. An insurance of at least
six months before the birth was sufficient to obttie right to paid leave for two
years. Since 2006, for temporary disability leave aot paid from the public
funds, so for these periods it should be grantesl dtate social insurance
contribution at the level of the minimum wage. Téfere, in 2006, they pass
among the contributors to the public system, btit w&ilimited basis for calculating
the contribution to the value of the minimum wagéso, policyholders do not

! Site-ul OIR POSDRU SUD-EST, http://www.fsesudesPrez-Reg-SE.pdf
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benefit from this contract, and the parental leelwéddren for childcare for up to
two years are no longer paid by state social imstgabudget, so that persons
identified in this category are no longer part bé tbeneficiaries of the public

system.

Table 2. The Evolution of the number of policyholdes who were registered in CJP
Braila during 2001 — 2010 (persons)

Years

Indicator

2001

2002

2003

2004

200!

b

200

6

2007

2008

2009

010

1. Annual average
number of
nominal
employees that
make the
statements,
including:

99280

94936

892472

8228

784

763

39 75

598 79

888 657

P269959

2. Annual average
number of
employees insureq
beneficiaries of
pension benefits
payable

2838

3386

3700

4004

4295

3. Average
number of
unemployed to be
paid CAS

11770

9312

5466

6111

360

296

1842

3947

917

4. Average
number of
employees are laid

off

443 485

5. Average
number of
employees for
which is due the
state social
insurance
contribution

84672

82238

8007¢

7216

705

733

73 73

356 74

553 756

V862557

6. Average
number of insured
individual
insurance
statement, of
which

1298

1399

1502

1454

144

136

5

1395

1461

1490

532

7. Average
number of insured
individual
insurance
statement of paid
benefits from the
pension system

27

30

34

45

59

8. Average
number of insured
individual with
insurance contrac

74

303

419

583

932

1074

154p

2365

32p1

39

65
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9. Average
number of insured
individual with
insurance contract
beneficiaries of
paid services from
the pension
system

26

94

87

10. Average
number of insured|
beneficiaries of
paid services from
the pension
system

2866

3442

3828

4134

11. Average
number of
policyholders who
owes the state
social insurance
contribution
(1+6+8-4-10)

97786

93196

87334

8018

78780 78

535 79714 3376574871

12. Average
annual number of
employers rated
from the

statements

3280

3364

3826

4512

5050

5828 5733 5

Table 3.

Evolution of registration with the Trade Register

Indicator

2001

2002

2003

2004

2006

2008 2009

Number of
existing
registration
in the
Register of
Trade

12434

13690

15571

1762

3 20115 214

16 23

P50 2330538727482

from the PF
and AF

1177

1810

2739

3652

5387

6699 7872 8

Number
radiation,
liquidation,

dissolution | 3013

existing in
the Trade
Register

4992

5203

3517

3183

4506 5733 5

Source: National Trade Register Office Statistiggot 2010, data from February
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Table 4. Braila county's working population betweer2001 - 2010 (persons)

Indicator

Years

2001 | 2002| 2003] 2004 2005 2006 2007 2008 2D09

2010

The
county's
population,
of which:

385066 | 375898 374318 371749 370428 367661 3656283979 | 360191

-0-14 year

64554 60709 57757 54913 52304 51449 505[16

-15-59 years

242368 | 236733| 238234 239002 240372 238589  237p19

-60 years
and ove

78144 | 78456 78322 77834 77752 77403 77493

Employed
civilian of
the County

129700 127700| 12420Q 121800 126100 127900 132p00 :

The average
number of
unemployed

20600 | 19067 11794 11993 9480 7914 5984 5351  8p4R173

The number
of insured
active
people in
the
evidence of

CJP Braili

109753 | 102850| 94409 | 88833| 828327 80454 788

99 77929 7804854

Source: Regional Statistics Braila, CEA Braila 2Gi4ia are from the month of April, “ “ signifies

250000 -

lack of data

200000

150000

100000 -

[

*®

—— Population of 0-14
years

—#— Population of 15-59
years

—a&— Population of 60
years and over

* P
p

L 4

50000

0

2001 2002 2003 2004 2005 2006 2007
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Table 5. The situation on the average number of piglyholders in relation to
the ages of policyholders who were registered in ®JBraila (persons)

Ani

Indicator

2001

2002

2003

2004

200%

200

2007

20

08

2009

2010*

Average
number of
statements of
policyholders
under the age
of 35 years

including

47901

45285

38750

3392

31055

277

B9

26608

25

646 922

B421553

Average
number of
statements of
policyholders
aged between
35 and 45
years
inclusive

25934

23426

23584

2255

22068

220

p4

21920

22

206 932

1822119

Average
number of
statements of
policyholders
aged between
45 and 60
years
inclusive

24354

25196

25739

2458

24048

251

b3

25657

26

313 192

5224671

Average
number of
statements of
policyholders
aged over 60
years

1091

1028

1169

1213

1267

134

1513

17

1661

Average
number of
insured
persons with
insurance
declaration
under the age
of 35 years

including

326

358

382

348

340

273

265

286

293

273

Average
number of
insured
persons with
insurance
declaration
aged between
35 and 45
years
inclusive

466

447

473

465

454

435

461

47]

496

541

Average

number of

496

581

638

635

643

647

652

67

677
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insured
persons with
insurance
declaration
aged between
45 and 60
years
inclusive

Average
number of
insured
persons with

insurance 10 13 9
contract under|
the age of 35
years
including

24 29

Average
number of
policyholders

with the 23 157 190 233 399 354 479 69¢
statement of

assurance
over 60 years

893 965

Average
number of
policyholders
with the

Insurance 17 53 08 152 | 275| 373 524 824
contract
between the
ages of 35 ang

45 years
including

1136 1397

Average
number of
policyholders
with the
insurance 32 88 124 193 252 344 535 824
contract
between the
ages of 45 ang
60 years
inclusive

1152 14p2

Average
number of
insured
persons with
insurance 2 5 7 5 5 6 4 14
contract over
60 years of

age

39 80

Source: Statistical data C.J.P. Braila's own datagessing

* For 2010, the average was done on the first fourthsoof the year.
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Analyzing the number of insured employees, it hesnbsteadily decreasing, even
if the active population, in its structure, incredsslightly in 2006, 2007; during

these years there has been registered at natiewell the highest growth since
2001, and the number of unemployed decreased (Hahtel Figure 1). This may

be the result of the orientation of active peoplér¢elance work as physical entity
or in family associations, without respecting thigation of being ensured, to the
unpaid work in households or to “illegal” work.

In table 5 we observe that the decrease in the aurob insured employees
occurred due to the massive lowering of employesteuthe age of 35 years.
There is a slight decrease of workers aged bet88eand 45 and slight increases
among employees aged over 45 years. The same teeslein terms of age
groups, are maintained in the cases for the inswitddeclaration. Only in cases
where the contract of insurance policyholders maylbserved increases in all age
groups. This may be due to the fact that many geapproaching retirement age
complete their necessary period for registratioa pznsion.

The number of insured persons with insurance seténmas not registered
variations in the analyzed period. Comparing whk existing registration data
from the Trade Register (Table 3), note that, eéapthe years 2001 and 2002,
the number of insured persons with insurance datiter remains far behind the
number of registrations from individuals and famagsociations at the Trade
Register, which are the main possible individualigybolders according to the
law.

As regards the taxation base, in the county, welsge in the case of employees,
between average income and gross average salary ascending during the
analysed period (table 7 and figure 2). The assuredme of individual
policyholders, on average, slightly exceeded by timel of the gross average
salary used to substantiate the state social inserbaudget. Corroborating on this
modest tax base, the ratio of the number of emp®yd beneficiaries of state
social insurance budget, locally, which had a doamivtendency during the
analysed period (table 11), explains the evolutbthe local budgetary execution
as presented in table 14 and figure 5.

The degree of coverage of state social insuranseersyin the Braila County,
obtained by comparing the average annual numbeguob€yholders who were
registered C.J.P. Braila, at the level of averagmlyer of persons employed at the
county level, within the available data (table @&¢reased continuously from 2001
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to 2007 and, given the national decline of emplaymé lowered the average
number of insured persons; this downward tendeoogirmued until 2010.

Table 6. Coverage of state social insurance systemthe Braila County

Indicator

Years

2001

2002

2003

2004

200

b

200

6 2007

2

08

2009

2010

Average
number of
policyholders
under the
surveillance

(people)

100652

96638

91163]

8432

8081

78780

78635

797145337

74871

Employed
civilian
population of
the county
(persons)

129700

127700

124201

12180

0

1261

po

127

00 132200

Coverage (%)

77,6

75,7

73,4

69,2

64,0

61,6

59,4

Source: Regional Statistics Braila, C.J.P. Brailarocalculations, " " signif

ies lack of data

Table 7. The evolution of the average annual incomef the insured people in the
evidence provided C.J.P. Braila, compared to grosaverage expected by the state
social insurance budget law

- RON

Indicator

Years

2001

200z

200:

200¢

200t

200¢

2007 | 200¢

200¢

201

Average
insured annual
income of
employees
from nominal
statement:

304

372

482

501

59

74

914 11

77 1257

[EEN

Average
insured
income of
employees
with insurance
declaratior

153

196

248

281

34

LAY

38

44

a1

53 11

585

Average
insured
income of
employees
with the
insurance
contract

156

343

286

227

26

29

342

4

374

Gross averag

wage

415

558

696

764

92

L

107

7 120 15

50 1693

1836

58

Source: CJP's own statistical data Braila



ECONOMICA

Olnsured average income
the employees

B Insured average income
the employees wit

H  statements _
DOinsured average income

| the employees wit
| contract
| [IDExpected gross averan

wage

2001 2003 2005 2007 2009

Figure 2. The evoldion of insured average income of policyholders wfitin the
C.J.P. Briila

2.2. Quantitative and Qualitative Analysis of Major Beneficiaries of State
Social Insurance Budge

The main beneficiaries (state social security budget dhe pensioners (tab10
and figured). In the past 10 years, the number of state kimgarance pensione
increased by 6295. Of this growon the entire period, 2890 representsitizeease
of the number of recipients of disability pensions, stagdout herethe existing
tendency at national leverhis is explained by the "refugee" founcthedisability
retirement by those who no longer find a placehm labour market in most ca;
this is basically an early retirement. The numbkiepensioners«of early retiremen
increased sevetimes in 2001- 2010, and those with partial early retirem
pension by 5.4 times, amounting 2058 people. Thpprosimately 79% of the
total increase in the number of pensioners is #nly eetiremenunderone form ol
another. After analymg the data we observed the influence of teeonomic
environment, whereas the most prolific year2007, 2008, in terms of econot,
national and regional levels, the number of peresis encounters slight decreas:
from the retired senior categories of incorete or early retirement. As
influence of the economiarea where it is assigned the Brailau@ty, we founc
that the average pensiatthe level of the counis less than thene at the level «
the country @bles 8, 9 anfigure 3).

Comparing thewerage number of policyholders ttowe the contributiof social
insuranceto the number of beneficiaries of thystem we observe an over:
worsening of its values, which, in addition to msdtax base, is a weakness
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terms of local system-level sustainability (tablg).1The report also improved
considerably in 2005, when former pensions fromatdosurance system of the
farmers have entered in the budget of the state.

The analysis of the average retirement age, both ane women (tables 12, 13),
note that since 2001 the retirement age, overafl,fot significantly increased for
men, but it increased by approximately 2 yearsffomen. This can be explained
in particular by the facilities offered to the retg persons that have not been
placed in the upper working groups, which maintdir¢ a low level even the

retirement limit age and the period for full retirent. Overall retirement age has
been maintained at a low level and largely becafishe anticipated retirements.
This situation is not unique to Braila County, laitnational level as well, it is

observed a much slower growth of the retirement ggen expected. At this

indicator we noticed a recovery, meaning a moreiggnt increase in retirement

age in the years 2007, 2008, but in 2009 it hasedsed again for women.

Table 8. The evolution of average score and the aege pension for pensioners who
are paying, whose duties shall be paid from stat®sial insurance budget, according to
the existing evidence CJP Braila during 2001 - 2010

Indicator Years

2001 | 2002 | 2003] 2004 2005 2006 2037 20p8 2009 2010
?(;lc?rreage 0,71020 0,7162623 0,7534p 0,80905 0,84468 0,86R37,89208 0,93065 0,9485 0,95950
The
average
pension 129 158| 180, 223 256 296 380 566 678 700
Braila
(lei)
The
average
ﬁ]etr;io” 131 163| 187 232 267 311 399 593 711
country
(lei)

Source: CNPAS C.J.P. Statistics Braila's own dat@ssing
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Table 9. Insurance Group State pensioners who weregistered CJP Braila in the
amount of the pension payment after June 2010

Indicator Tranches indicator value of pension (lei)
Upto | 201- | 401- | 601- | 801- | 1001-| 1201-| 1401-| 1600-| Over
200 400 600 800 1000 | 1200 | 1400 | 1600 | 2000 | 2000
No'. Qf 8114 | 13636 20669 16462 12693 7691 3405 1R70 920
individuals

Source: Statistics C.J.P. Braila's own data progess

Oup to 200
®201-400

0401-600

0601-800

m801-1000
01001-1200Q
®1201-1400Q
01401-1600Q
B 1600-2000
Eover 2000

Figure 3. Gruping retiring according to the pension on June 2010

350

Table 10 The evolution of the number of pensionelis payment, whose duties shall be paid
from state social insurance budget, according to thexisting evidence CJP Braila during 2001 -
2010 (persons)

Indicator

Years

2001

2002

2003] 2004 200% 200

6 2007 2008 20

09 2

D10

1. The total
number of
pensioners
of state
social
insurance,
including

76028

77224

7838 79071 79534 800Q

78 79689 79548 938

p182323

2. The old-
age
pensioners
with a full
length of
service

39039

39246

40046 40952 41545 422

96 43187 44220 754

b 7368

3. Old-age
pensioners,
with ain
incomplete
length of

15926

15309

14851 14154 13416 125

55 11655 10854 101

01 9919
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service

4. Disability
pensioners,
of which

9896

10331

10491

10948

11591

12376

394 315786

5. Degree of
disability
pensioners

360

353

360

368

479 4

91

6. Grade Il
disability
pensioners

6748

6674

6394

6336

6492

6195

999

5043  §

982

7. Grade llI
disability
pensioners

2788

3304

3735

4239

4713

5755

43

6[121 q

313

8. Early
retirement
pensioners

21

119

180

208

20¢

181

152 1

48

9. Partial
early
retirement
pensioners

442

1630

2085

218

2348

2219

2080

136 2

373

10. Retired
with a
survivor's
pension

10704

10589, 1073f

10631

10428

10071

843

D6 729

11. Farmers’
retiring

34004

32246

30302 28553

Source: Statistical data C.J.P. Braila's own datagessing, for 2010 the average was
performed on the first four months of the year

100000 &

80000

60000

I

40000

Y

20000

0_-

O Number of insured
that owe contribution
to social security

B Number of
insured, beneficiaries
of pension system

ONumber of retired
from state social
insurance

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Figure 4. The evolution of the number of contributes and beneficiaries of the
retirement system in the Braila County
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Table 11. The evolution of the contributors / pensiners’ report in the period 2001 to

2010 in Braila County

Indicator

Years

2001

2002

2003

2004

2005

20

D6

2007 08

2

009

2010

Number of
taxpayers
(individuals)

97787

93197

88537

82068

78525

812p4

81389 81181 97

281866

Number of
pensioners whose
rights are paid
from the state
social insurance
budget (persons)

110032

109470

10869

10762

79584

80(

78

79689 79588193

82323

Report
contributors:

pensioners

0,88

0,85

0,81

0,74

0,9

1,

015

p2

00

Source: CJP's own statistical data Braila

Table 12. The evolution of the retirement age pensiers (men), whose duties shall be
paid from state social insurance budget, accordintp the existing evidence CJP Braila
during 2001 - 2010 persons

Indicator

Years

2001

200z

200:

2004

20

0%

200¢

2007

200¢ | 200¢

201C¢

The average
retirement age
for old age and
early retirement
with full length
of service

60,1

59,1

58,3 58,4

58,

58

D,5

9,9

The averag:
retirement age
for old age with
a full length of
service

60,6

59,0

57,§ 58,

58,

57

D,2

9,7

The average
retirement age
for early
retirement

59,3

59,7

59,5 59)%

59,

60

D,7

1,2

The average
retirement age
for partial early
retirement

59,8

59,4

59,1 59,3

59,

59

60 D,3

0,4

The average ac
of retirement for
disability

47,6

47,8

48,5

50,

50

50 1,8
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The average age

of retirement for| 46,9

disability degree

47,0

44,0

46,7

49,0

49(9

49,0 51

4 50,3

The average
retirement age
for grade Il
disability

47,2

47,2

48,0

49,

48,7

500

516 51

8 516

The average age
of retirement for
disability of
grade lll

48,9

48,8

49,8

51,2

52,0

52|10

52,0 53

1 53,7

Source: Statistical data C.J.P. Braila's own dataqessing, for 2010 the average was
performed on the first four months of the year.

Table 13. The evolution of retirement age pensionsr(women), whose duties shall be
paid from the state social insurance budget, acconag to the existing evidence CJP
Braila during 2001 - 2010 (persons)

Indicator Years
2001 | 200z | 2002 | 2004 | 200F | 200€ | 2007 | 200¢ | 200¢ | 201C

The average retirement age
for old age with a full length 55,4 56,0 56,1 56,4 56,6 56)6 57,0 57,7 5[7,4 s
of service
The average retirement age
for early retirement 57,2 57,4 57,3 57,4 57,7 57/4 57,5 58,4 58,3 3
The average retirement age jl
for partial early retirement 54,5 55,0 55,6 55,6 55,7 55/8 56,5 57,0 56,0 g
The average age of retirement L
for disability 54,8 54,5 54,4 54,4 54,6 55/0 55,2 5%,6 56,7 g
The average age of retirement
for disability degree 46,2 47,4 47,9 47,8 48,9 491 49,0 50,4 50,0 4
The average retirement age 4 L 4
for grade Il disability 51,0 48,4 47,5 52,2 47,6 50{9 50,3 47,8 50,1 4
The average age of retirement
for disability of grade Il 45,8 46,8 47,4 46,9 48,1 48]0 47,8 49,9 4p,4 4
The average retirement age
for old age with a full length 46,7 48,4 48,4 48,1 48,17 499 50,3 51,0 50,8 g
of service

Source: Statistical data C.J.P. Braila's own dataqessing, for 2010 the average was
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