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Abstract: Eradication of poverty and economic developmeatesmsential for a durable development.
High access to production resources and the actofiteffective public institutions are the most
important conditions for the fight against povefublic and private investments in education, healt
care and social programs are indispensable forioffenarket economy integration opportunities t th
paupers and to contribute to an economic developfoeeveryone’s benefit. The satisfaction of sbcia
needs, aiming the improvement of life conditionsdach person in a given society, defines an aspect
of the importance of public expenses. (Economyiafietry, 1999) The amount of public expenses
allocated for socio-cultural actions has an esakettonomic and social role and has effect on the
education, the professional training and qualifarat the cultural, artistic and civilisation levéhe
quality of medical assistance and infant mortatity, system of social protection.
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Detaining an important role in the economy of eaohlntry, public expenses for
health and education represent almost 1/3 of tite’'stexpenses, the average being
lower in the poorest countries and regions.

Table 1. Weight of public expenses for health anddeccation
in the total public expenses and in GDP

Region Weight of public expenses % % of GDP

Medium [Minimum | Maximum Medium |Minimum Maximum
Extreme Orient and Oceania 27 12 53 6 2 11
Europe and Central Asia 31 18 59 10 4 17
Latin America and the Antilles 33 14 52 8 4 13
Medium Orient and Northern Africa 23 13 39 7 4 12
South Asia 21 16 25 5 4 8
Sub-Saharan Africa 25 13 34 7 2 12
Countries with low incomes 25 12 59 6 2 17
Countries with average income 29 13 53 8 4 14
Countries with high income 33 20 56 11 3 15

Source: Banque Mondiale -Rapport sur le développement dans le mn2i@04, ESKA Publishing House, page

39; WDI

*The survey has been performed on 135 countriesedbapon data from year 2000 (52 countries), yead 48
countries), 1998 (17 countries) and relatively beft090 for 28 countries.

Still, there are weight variations of these expsrsetween countries which belong
to the same region (year 1998) Sierra Leone — 18étiya — 34%; (year 1997)
Estonia - 18%, (year 1996) Republic of Moldavia9%g (BIRT, 2004).There are
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two explanations for the state’s contribution tacrigasing or decreasing these
public expenses

1. Market imperfectionscaused by external factors, when the volume of
produced and consumed services is inferior to dimap social level; increase in
public expenses and their effective managemenbytir measures to reduce infant
mortality or educational reforms in order to in@eaegistration rates in primary
education structures, especially for low income ntoas) can have an essential
contribution to the promotion of health and edwratrogress.

2. Social equity and fundamental human righ&veryone has the right to a
standard of living adequate for the health and ‘eihg of himself and of his
family, including food, clothing, housing and mealicare” (Universal Declaration
of Human Rights). Corruption, government and urbatidn can play an important
role, but different in each country.

The analysis of the public expenses incidence stmsif the calculation of the
proportion between their financial volume and thendficiaries of the financed
services. Efficiency in using these funds is vddagiven that it is difficult to find a
coherent relation between the evolution of thegeerges and the results. Similar
evolutions of public expenses, applied on sampila® fdifferent countries, produce
different evolutions of the results. Result evaluadepends on the specifications in
the analysis.

For example, inThailand the infant mortality rate dropped from 74 deatld$00
births (1970) to 42 deaths / 1000 births (1985peetively 28 deaths / 1000 births
(2004). The doubling of public expenses (betweeR019 1980) and the state’s
supported and continuous involvement: through lngldnedical centres in distant
areas and stimulating doctors to move in thesesargvice orientation towards
poor areas or families, improvement in the medstaiff's professional training, took
part in the above mentioned results. InsteadMaxicq the increases of public
expenses lead to a decrease in infant mortalitgsramong poor families, but
without a global significant effect. Results wetganed, but these are inconclusive
at a statistical level. We consider that publiafining is useful to the extent there
are implications and appropriate measures whictgeaerate progress.

An analysis on the incidence of public expensesftitsnfor medical services per
patient confirms inequality between poor and noorp@opulation regarding
resources access, as well as the fact that thébdistn of these expenses does not
favour the first ones. For example, in fRepublic of Moldaviathe public expenses
guota for the poorest quintile is 10 times smatifen the one addressed to the rich
quintile. InGhanag in 1994, the distribution of public expenses liealth has been
of 12% for the poorest quintile and of 33% for tiehest one. A survey performed
by the primary health centres from Bangladesh fotnad the rate of doctor’s job
absenteeism is of 74%, as well as the inadequafegsional conduct towards the
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poor patients. Irindia, subsidies for curative treatments addressed doritthest

quintile are 3 times higher than those for the psbrquintile. Often, medicines
destined to health centres never reach the dastinah Guineg in 1980, 70% of

medicines disappeared; iG@ameroon Uganda and Tanzania 40% have been
abstracted for personal use.

Public expenses for health or education do notiquéarly address the poor
population, the results indicating that the pooggshtile benefits of less than 1/5 of
these expenses, while the remainder belongs tadhejuintile. The reason for this

lack of balance is the orientation to the servisestor, used in a disproportionate
manner, mostly by those with high incomes.

Eventually, GDP, an economic component of the human developmeptesents the level
of subsistence and it is the most powerful prediofahe health status of nation. The sources
of financing for the health care are: the state landl budgets (for investment, endowment,
and large-scale programmes), state or private h@adurances (for a part of manual work,
materials and drugs) and population. All thesees@nt only a part of GDP health financing
sources per capita. For poor countries is diffitalattain the level health financing of the
rich countries. Moreover, a reduced GDP leadsdmaller deducted percent allocated in the
state and local budget for health care. In the samee the decrease of family budgets means
the reduction of the percentage allocated to health, directly or indirectly, within families.

! Rada Cornelia et aBocio-medical impact of GDP on the life expectaangl infant mortality in
Romanj in Revista medico-chirurgicdla Socieffii de medici naturaliti. lasi, Medicina Preventi,
vol. 110, nr. 3, 2006, pp. 711-717.
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Table 2. Expenses for health care

Country / Public Public Beds in hospitals Doctors
Zone expenses expenses (per 100,000 inhab.) ~ (per 100,000
(% of PIB) , (% of PIB), inhab.)
in 1995 in 2003 1995 2003 1995 2003
UE 15 7.4 7.7 690 593 - -
UE 25 - 7.6 719 618 - -
Zone Euro - - 745 641 - -
Belgium 6.3 7.6 744 686 345 394
Czech 939 868 346 389
Republic 6/4 7.1
Sweden 7.5 8.5 609 - 286 333
Denmark 55 6,1 489 398 251 285
Germany 8.4 8.1 970 874 307 337
France 8.1 8,9 890 796 - -
Netherlands 8.3 8.2 533 463 186 -
Great Britain 6,5 7.7 - 397 173 216
Greece 5.6 6.7 500 - 393 -
Cyprus - 4.1 452 431 220 263
Italy 5.5 6.5 622 418 - -
Latvia - 3.0 1099 779 278 278
Hungary - 6.2 909 - 303 324
Austria 7.1 7,1 755 836 266 338
Poland - 4.3 769 668 232 243
Slovenia - 7.8 574 509 - 228
Lithuania - 39 1083 866 405 395
Bulgaria - - 1034 627 345 356
Romania 2.9* 39** 763 656 - 200
Norway 74 9.4 406 428 279 329
Japan - - 1330 - - -
USA 413 - 203 -

Source EUROSTAST — ,L’Europe en chiffre”, Annuaire Euras2®06-07, 2007, p. 112

*- For Romania the source iRNDU 2001-2002pag.102; **- the source IRNDU 2003-
2005

Romania, p. 122, elaborated by PNUD, 2005; In 2808% of PIB was allocated for health.

The necessary budget for a fair financing of thalthesystem is affected by many
variables, including the following: the morbidityate, the level of population
aspirations, geographical constraints. “The operthate for coordination” is
defining a common framework to support efforts oE Unember states for
25



ECONOMICA

development and reform of health system. In UE2pe@entage of 7.6% of GDP
has been allocated in 2003 for health expensesn&@sr, France, The Netherlands
and Sweden registered percentages over 8%, wiailBatiic States, Cyprus, Poland
andRomaniaspent only 4% on health care.

As results from the Table 2, over the period 19063 countries as Belgium, Italy,
Greece, Sweden and Great Britain had a rate oftgrofwover 1%. InrRomania the
public health expenses varied between 2.8 and 4%r$y1990-2003), equivalent of
28-70 USD per capita, while other transition coigstispend a few hundred dollars
and the developed countries an average of 2000 WsBbsolute figures (PPP$ -
parity of purchase power) this difference is mualhgér, 16 times less than the
average for UE, 8.3 times less than in the CzechuBle, 6 times less than in
Hungary and 4 times less than in Poland. This $ws that the precocity of
allotted financial resources in Romania is coresato the alarming status of the
most important health indicators. In countries wittge health expenses per capita,
the life expectancy at birtlis bigger, but the relationship is not linearrédduced
amounts can assure a life expectancy of 68 yeanger expenses (10 to 20 times)
assure a life expectancy of 78 years, approactsygptotically age 80, it seems
that this average age is impossible to be exceesed with ten times expense
increase. In other words, as life expectancy irsgsaeach step costs much more
and is smaller than the previous one. (CotigarireBeu, & Rosca, 2004, pp. 282-
291) Romania has yet acute problems in the health-cector. Some of the
priorities are to make aware of institutions' resgbilities, establishment of
competences, coordination and collaboration opatsons involved in the reform of
the health-care system.

The population health status, the dynamics of #@&iral movement of population
(birth-rate, mortality, natural growth, infant mality) and life expectancy at birth
reflect and correlate a series of indicators adicators of material and human
resources of the health-care system concretiziaghttimber and structure of health
units (hospitals, polyclinics, medical consultingoms, health centres); indicators
for human resources concretizing the number andtsire of the medical personnel:
physicians, dentists, pharmacists, other medicedgmmel, etc; indicators for the
medical activity, as: medical consultations anderatances per inhabitant,
vaccinations and revaccinations, hospital interrmemn 2002, UE-25 has an
average of 618 hospitalization places per 100,00@bitants, compared to 715
places in 1995.This 10% diminution results from a more efficienilization of the
resources allocated to the health-care system,pd@r®rmance of the medical
services allowing ambulatory care or diminution pdst-surgery hospitalization
period.

! Until the introduction of health insurance, thatstbudget was the most important financing source.
2 EUROSTAT - In Romania from 763 beds (1995) to BBfls (2003).
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In accordance with a report of the World Bank, B02 and 2004he expenses
allocated in Romania foeducation and health-careas among the lowest in UE.

As regards the health-care expenses, Romania @&xtiyg last place. In 2004, 5.1%
of GDP was allocated to health care, compareddatierage of 6.6% in the states
with medium to raised revenues. In 2004, Bulgaliecated for health-care 8% of

GDP, Hungary 7.9%, and Poland 6.2%. In 2004, ttadtireare expenses per capita
in Romania were 178 $, while in countries with nuedlito rise revenues were 342 $.
The similar expenses were in Bulgaria 251 $, imRol411 $, and in Hungary 800
$.

The poor segment of population is not the main fieiaey of the public health-care
or education expenses, the results indicate tleapdlorest quintila is the beneficiary
of less than 1/5 of expenses, the rest favouriegritth quintila.The reason of this
disequilibrium is the orientation towards the seevisectors used especially by
persons with raised revenues

»Education is not a way to escape poverty. It isey wo fight against it(Julius
Nyerere). InNepal the richest quintile of the population benefitsmh 46% of the
education expenses, toward only 11% for the poayeisitile. Instead, ilArmenig

in 1999, the poorest quintile benefited from alm@% of the advantages
distributed through these expenses. In the beginointhe ‘90s, primary schools
from Uganda received only 13% from the government subsidiestriduted to
primary education, because of the number of credit®ived by schools from
underprivileged areas, obviously inferior in compan with the average number.
The rest of the funds were addressed to non-edunzdtiactivities or private
advantages.

The challenges of the Lisbon strategy involve tHe dfates in permanent debates
regarding the modalities for increasing financirfigeducational systems, improving
the efficiency and promoting equality. Severalled fiimed objectives are: the right
of enrolment, administrative and examination expsnscholarships or loans aimed
to raise the rate of enrolment in higher educatiwtitutions for those in need,
attracting funds for promotion of partnerships betw enterprises and universities.

In 2003, the public education expenses in UE-25idsbld.SPA, meaning 4.9% of
UE-25 GDP. The diagram no. 1 demonstrates that degelopment and

modernization of education lead to an increaseesource allocation, especially in
the developed countries: Germany — 91.5 billion SPrance — 88.5 billion SPA,;

Great Britain — 77.8 billion SPA; Italy — 64.1 ih SPA; Japan — 111.7 billion
SPA; SUA — 521.4 billion SPA.
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Fig. 1
Source EUROSTAST — ,L’Europe en chiffre”, Annuaire Euras2806-07, 2007, p. 96

Despite the decrease of birth rate, in time, thblipueducation expenses have a
slight increase as a result of the conjugated maatfoeconomic factors (one of the
requirements of economic development is the investnin the human capital,
consequently medium and high qualified labour fareecial and politics (facilities
and grants for pupils / students, obligatory edoaatschool policy). The education
financing depends on its structure taking in actdhbat the education systems are
different from one country to another. In 2003, tual expenses for the public
and private education were 5518 SPA in UE-25. Txgemses / pupil or student
increase with the education stage. In 2003, thersgs allocated for a (8060 SPA)
in UE-25, was ~1,9 times bigger than for a pupiptimary school (4331 SPA), but
inferior to Japan’s expenses (2,2 times) or SUM (&nes). The rate of public
expenses / private expenses varies from one cotmt@yother. In Germany, Great
Britain, Malta, Cyprus, Lithonia, the importancefvate expenses is given by the
allocated percentage, i.e. sixth part of publicesges. (Eurostat, 2006-2007, p. 96)
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Table 3. Expenses for education institutions in 20

Country / Zone Public expenses Private expenses  Annul expenses
(% of GDP) (% of GDP) for public and
private
education/pupil
or student (PPC)
UE 15 4,9 0,6 6002
UE 25 4,9 0,6 5518
Zone Euro 4.8 0,6 5883
Belgium 5,8 0,4 6396
Czech Republic 4,3 0,4 3279
Denmark 6,7 0,3 7251
Germany 4.4 0,9 5861
France 5,7 0,6 6248
Italy 4,5 0,4 6251
Lithonia 4,9 0,8 2234
Hungary 5,5 0,6 7481
Austria 5,2 0,3 2657
Poland 5,6 0,7
Slovenia 5,4 0,9 4968
Bulgaria 3,9 0,7 1634
Croatia 4,6 - -
Romania 3,4* > =
Norway 6,5 0,1 8207
Japan 3,6 1,3 6779
USA 54 2,1 10005

Source EUROSTAST — ,L’'Europe en chiffre”, Annuaire Euras?®06-07, 2007, p. 97
*For the same year, 2003, RNDU- Romania, 2003-200@Sents a percentage of 3% of GDP allocated

for public education expenses.

The diversification tendencies of the Romanian atlon system represent the
dimension of transition and the need for creatirggrategic connection between the
educational system and the needs of the markeberpand the modern society in
continuous changing. But the education indicatas Romania are in a good
position compared to other countries in Central Badt Europe and CIS. However,
the level of public education expenses is undeatleage of UE countries.

Several fields of Romanian education system nepdsia attention on politics as

the modernization of the educational infrastructuftechnological progress

included), the training of teachers and the stmectof salaries, as well as the
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prevention of the school dropout. If in 2000 theeraf the premature school dropout
(young people between 18-24 years) was 23.3% fgs lamd 21.3% for girls, in
2005 the values were 21.4% for boys and 20,1% ifts. dEurostat, 2006-2007, p.
90) During 1996-2003, the gross rate of scholatusion in all education stages
increased, as the table below shows:

Table 4. The gross rate of scholar inclusion (%) in
all educational stages, during 1996-2003

Gross rate of scholar inclusion%) in

Primary education 100.3 99.8 100.3 103.7

Gymnasium education 87.9 94.3 94.7 93.7 935
Secondary education 69.1 67.8 717 75.0 747
Higher education 22.2 25.4 319 389 412
Gross rate of scholar inclusion in 60.4 64.2 66.1 710 718

preschool education

Source:PNUD - ,Romania, RNDU 2003-2005", tab.7. Educatipn115

In 2005, the education expenses represented 3.8%08Bf under the average level
of 4.6% registered in the state with medium toisechlevel, Romania belonging to
this category. Greece occupied the penultimateepiadJE, with expenses 4% of
GDP. Bulgaria allocated for education 4.2% of GBRngary 5.9%, and Poland
5.6%. The budget project for 2007 was based ondgdtary deficit of 2.8% of
GDP, an economic increase of 6.4%, an inflatioe @ft4.5%, an increase of the
medium gross salary of 12.4% and a level of thelipudebt lower than 60% of
GDP. (Eurostat, 2006-2007, pp. 96-98) The publipesmses were estimated to 38%
of GDP, compared to 34.8% in 2006. A comparativeion favourable to actions
financed from the general consolidated budgetesqmted in the table below:

Table 5

Actions % of GDP 200 % of GDP 200
General public servic 0.8¢ 0.3¢
Defenct 1.4¢ 1.3C
Public order and national secu 2.5¢€ 2.7¢
Educatiol 4.4¢ 5.1¢
Healtk 3.64 4.0C
Culture, recreation and religi 0.7¢ 0,7%
Social protection and assista 9,6¢ 10.3¢
Services and public development, hou 1.31 1.5C
Environment protectic 0.37 0.44
Economic actior 0,1¢ 0,1¢

Source:Marin Marina— Doctoral thesisp. 67
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The budget project elaborated by the Government2fid8 is based on a GDP
increase of 6.5% and a budgetary deficit of 2. 4% ,9ame as in 2007. The priorities
foe 2008 aims education, health, infrastructurejcatjure and distribution of
economic development to disfavoured categories.sTiBu0% of GDP shall be
allocated for education (26% more than in 2007, nirgpan increase of budget by 5
billion lei, from 9.1 billion lei in 2005 to 25.5ilkion lei in 2008), for research 0.7%
of GDP, for health 4.5% of GDP (the government amoed the construction of
tens of hospitals at national level, the necessapyipment included), for social
protection and assistance 11.9% of GDP.

Social security expensaomprise money support, treatment and leisureetigk

medical assistance, drugs, pensions, social, umgment, disease support,
allocations for disabled persons, allocation forildten, support allocations,

differentiated on social groups: old persons, imgldisabled persons, unemployed
persons, women, young, children. All expenses dim ihcrease of disfavoured
groups of persons. Each category of expenses mag Odferent numbers of

components.

For examplethe social protection expensesmprise supports for aged persons,
IOVR, disabled persons, expenses for families witmy children, maternity and
children care, etc. Often, the notion of socialtpetion is used together with the
notion of social securityThe social protectioromprises the economic and social
interventions of public and private organisms aimdsato support households or
persons requiring assistance and guarantees thefienak against negative
phenomena or actions affecting their situafiém UE there are 8 functions of social
protection.(Eurostat, 2006-2007, p. 125)

The statisticsregarding the expenses and collecting for socialtegtion are
harmonized in accordance with the European Systénntegrated Statistics—
Esspros Esspros is a unigue instrument to compare sociditig® in several
European countriefounded on the concept of social protection anctlbped after
a common methodology. In 2003, almost 39% of soprakection contribution
collect in UE-25 resulted from employers, 37% frguavernments, 21% from
employees, and the rest from other sources. In ,200BE-25, 28% of GDP was
allocated for social protection expenses. Swedeistered the largest amount
(33.5% of GDP in UE -25), and Lithonia and Estomémistered the smallest
amounts (13.4% each). In 2003, the social proteaipenses / inhabitant in UE-25
hardly surpassed 6000 SPAegistering a maximum of 10905 SPA in Luxembourg,
respectively a minimum of 1174 SPA in Lithonia. Tdiferences between countries

! Several countries includes in the social protect®penses other economic and social expenses (ex:
expenses for services and public development, hgushvironment and waters) under motivation of
their contribution to the increase of life qualitp Romania these expenses are a distinct group of
socio-cultural expenses. The ONU functional clasatifon, for Romania to be consulted.

2 purchasing Power Standard, used for measuringatmparisons between countries and taking into
account the differences of price levels.
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results from countries’ different level of developm, the diversity of social

protection systems, the demographic evolutions mph@yment rates as well as
other social, institutional and economic factdree basic pensions for work and
age limit — the most important social protectiom &itizens - represented 41% of
UE-25 expenses in 2003, or 12.6% of GDP IN UE-28hwn maximum of 15,1%

in Italy and a minimum of 3.9% in Ireland.

Social benefits in EU-25, 20

(in %, according to SPA/inhab.)

2,0m4,6 m6,6
m15

8,0

A\ | £S5
| 4

Unemployed W Invalidity

. . Sickness and other health requirems
Family, children

H Length of employment Social Exclusion

M Housing coverage Survival

Fig 2
Source Eurostat - “L’Europe en chiffre§ Annuaire Eurostat 2006-07, p.130

ROMANIA

In Romania,during the 90’sthe social protection expensespresented between
22.5% and 31.5% of the total expenses of the geweraolidated budget. In the
period 2000-2006 these expenses were 30%-3384s0, the social security
expenses were between 56% and 61% of the totalkdiial expenses.

»The social protection transfer significantly diffeby proportions and efficiency.
Two opposite cases are the allocation for (in 20@2ransfers represented 0.63% of
GDP for less than 5 million beneficiaries) and pnegramme VMG (with transfers
representing in 2002 0.28% of GDP for less thanilliom of beneficiaries) with an
exact target. If in 2002 the poorest quintila bérafed from only 20% of
allocations for children, 62% of the provided seed were allocated to the poorest

Y1n 2003, 32.9%, according to the ,National Remfrhuman development 2003-2005 for Romania”,
p. 130
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quintila through the programme VMG (a very goodfpenance compared to the
performance of similar programmes from other caastm this region).” (Bank D.
0., oct. 2003)

“The way of child valorisation is represented bg Bociety's concern regarding the
observance of child rights and the implementatiomll the fields of social life’.
The state allocation for childreis an amount of money for children under 18 years
and following a legal education form and over 1&rgeand following a higher
education form. The beneficiaries of the allocatwe children under 18 years with
invalidity of I®* or 1" degree of invalidity. Beginning with January 20GHe
monthly quantum of the state allocation for childiacreased from 24 to 25 lei,
except for the state allocation for children fewain 2 years, respectively 3 years
for children with disabilities, for which the quam is 200 le? The amount is
intended to cover the expenses necessary for ehildupport. The amount is
unconditionally awarded to children between 0-7rgeand for children between 14-
16 years not attending school. After the age @h& allocation for children depends
by the regular school attending and partially Iabesfunction of social protection.

The social suppoiis meant to complete the net monthly revenuesnofljeor single
person in order to insure the minimum guaranteedmee (MGRY. The minimum
guaranteed revenuis insured by the monthly social support, on tlasib of the
present law. MGR is based on the principle of theiad solidarity, in the frame of
the national policy for social protection. For thmounts representing the social
support, one of the major persons able to work thasobligation to carry out
monthly actions or works of local interest, undarmal work conditions and
observing the security and hygiene nofms.

! DGPC Gald. Results and perspectives of child protect2®04.

2 According to Art. 4 alin. 1, lit. a) of O.U.G. n48/2005.

3 Provided by art. 4 alin. (1) and (2) of Law n@6/001.

4 The number of work hours is calculated proportilgria the value of social support for the family o
the single person, with an hour tariff correspogdio the national minimum gross salary reported to
the average monthly duration of the work time. Térenula for the calculation of numbers of hours is
as follows:

16,9 333 hours*) x VLU of social support Numbervadrk hours = paid minimum gross salary **) in
Official Journal, Part | no. 690 din 11/08/2006, agplying the Law no. 416/2001 regarding the
minimum guaranteed revenue.
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Table 6

Family’s type Level VMG (lei) 2006 Level VMG (lei) 2007
Single person 92 92
Families 2 persons 166 173
Families 3 persons 231 241
Families 4 persons 287 300
Families 5 persons 341 356
For each person over the 23 24

fifth persons
Source: M.M.S.S.F., Direction M.M.S.F. Galati

The minimum guaranteed revenue was much disputec?0D5 the number of
beneficiaries of the social support was 390,000 thedbudgetary effort was 472
million lei. In the second trimester of 2006, thenwber of beneficiaries decreased by
20,000, and the budgetary allocations decreasdd®ynillion lei.

It's clear that, in the best case, only a segmépbpulation belongs to the category
of severe poverty. The poverty is found not onlieael of those receiving the social
support. Of course, the priority is the personsaénble, with completely insufficient

resources for survival, but the theme of povertg t@mbe globally treated. Let's
think on a single subject: how a person can surwith a monthly support of only

92 lei? What can be put in the "daily basket" wvitis money? (Daily basket, August
2006)It’s a question awaiting answers from those whaldighed these amounts.

Unemployment insurance in Romaniaomprises for types of used money:
unemployment support, support for the integratibgraduates, allocation for long-
term unemployed and compensatory payments fordhective dismissed persons.
The unemployment support represents 50-60% (deperadi the work limit) from
the average of the net salary in the last threetihsoiut between the inferior (20%)
and superior (55%) limits of the average net sa(@isgliuc C. M., 2001, pp. 83-86)
In Romania, the unemployment salary has a pronalfizection for the poverty
reduction and is awarded to the persons at rid&s® the job on short and medium
term, until one year, depending on the work peridte unemployed can benefit by
AJOFM programmes, comprising a series of activesmess beginning with June
2005.

The evolution of unemployment rate in Romania hadscendant trend of 11.8% in
the period 1995-1999 (except year 1996, when aafae6% was registered), since
2000 registered a decreasing tendency so that(8 @@&s 7.4%. (Bank D. o., oct.
2003) The incidence of long-term unemployment teged at «6 months o more »

! Beginning with 1990, the social protection of upémyed was regulated by the following legislative
papers: Lg. 1/1991, regarding the social protectibobnemployed and their professional reintegration
and lg. 76/2002, regarding the unemployment primtecystem and the stimulation of the labour force,
modified and completed by OUG 124/2002. Law 107/£2@UG 144/2005.
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had an inversely proportional tendency comparedth® unemployment rate,
decreasing from 70.4%, in 1995, to 59.3% in 199%%erathat, the increasing
tendency reappeared and surpassed the value ofetre1995 and in 2003 was
78.7%. The unemployment rate for young (18-24 yedexreased from 50.35 in
1996 to 17.7 % in 2003.

Table 7. The evolution of the unemployment rate ifRomania ( %)

Rs 1995 199 1997 1998 | 1999 | 2000 | 2001 A 2002 2003
% 6

Total | 9.5 | 6.6 8.9 10.4 | 11.8 | 10.5 8.8 8.4 7.4
Men = 5.7 8.5 104 | 12.1 | 10.8 9.2 8.9 7.8
Wo | 114 | 7.5 9.3 104 | 116 | 10.1 8.4 7.8 6.8
men

Source:PNUD Romania- ,RNDU, 2003-2005; pag.118

Most interesting is that the same tendency wasstergid at category «12 months
and over», as well as for the category «24 monti$ @ver». As regards the
unemployment rate for men, it kept the same tenderith for women, except the
unemployment rate for women, 9% bigger than the fat men for categories «6
months and over» and «12 months and over», exheptategory «24 months and
over» for which the difference is 5%. The explarabf the deterioration of the
report employees / unemployed can be summarizatiree words: privatization,
restructuration, bankruptcy. The public sector getesl unemployment, while the
private sector has created few jobs and the oppitids and possibilities were
limited. From national sources, between 1995 andb2the public expenses for
pensionsvere stabilized to 6.5% of GDP. After 2005, the avges for the payment
of some categories of pensions were externalizedwiere excluded from the state
social insurance budget and included in the statigét. If in 1995 the pension
system registered deficits covered from the statgdgbt, in 2006 a surplus was
registered. (Tgiuc C. M., 2001, pp. 83-86) In Romania, the averagnount of
pension represents 38.8% of the average revenue. r@foems in Romania
comprising the pensions by repetition as well as ttevelopment of new
capitalization pension funds (obligatory or volugtacontribution) reflects the
similar reform packages adopted in Europe, espgdialthe new member states.
The pension systems in Eastern Europe, like inotteidental countries, were born
from the increasing concern regarding the pauperisknafter industrialization and
aiming that the generation before the war benéfiis the economic raising after
the war. The eligibility criteria and the pensianaunt were generous, representing
~60-70% of the average gross salary in some casnt{Poland, Georgia,
Yugoslavia). With its main objective «the insuramméevelfare on the basis of inter
and intra-generative redistribution» (Davis, 1998 public pension system PAYG
(« Pay-as-you-go») aimed the protection of aged workers againstefig. This
system was financed by the contribution of thevactjeneration and was criticized,
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especially in the transition period. The appearaameg increase of the number of
unemployed, the migration of labour force, the dase of birth rate and the massive
reduction of contributions are a part of the csitid this system. Many economies in
transition takes measures aiming the long-termeme of the durability of pension
systems: increase of pension age (Romania, Bulg@dach Republic, Hungary,
Poland, Macedonia), the indexation rules were cedngsing prices instead salaries
(Croatia), a combination between salaries and gri¢&zech Republic, Hungary,
Poland), a calculus formula for pensions (Macedo8lavenia). But what was the
strategy of the economies in transition for theoweey of the state pension system?
As Rutkowski said, in 1998, the implementationaofMmulti-pillar pension system
will allow to persons to diversify the risks in maoountries, regions or asséts
Romaniathe system was recently implemented, in 2007. phaection of the
concept of the pension system based on three pilasuggested in 1994 by the
World Bank, is presented in the table below:

Table 8. The reform of the pension system in Romaai

PILLAR | PILLAR I PILLAR 111

Actual system — obligatory Obligatory system - 01 Optional system - May 2007
August 2007

Public Public/Private Private

System of collective System of predefined System of predefined

contributions individual contributions individual contributions

PAYG —3.5% of employee’s PAYG Financed—6% Financed—15% of gross

gross salary (actual level is (actual 2 %, increasing by salary

9.5%); 0.5%—6%)

Employer’s contribution =19.5%

Anti-poverty, contributiop> 1 Forced economies Personal economies

pensionary

Reduced social protection (30% Investment in oenson Investment in own pension
(20%) (30%)

Source: Personal adaptation after Hemming, 1998;.¢a

In Romania, the social protection programmes (Wdskhk, 2001, p. 30) are
important from point of view of financial coveringumber of beneficiary persons or
families. The measure of the success of any syefesucial transfers is represented
by the contribution to the decrease of paupers. apglication of Law VMG,

dedicated to the most pauper social segments amccahstant increase of the
minimum salary are the two factors contributing ttee redistribution of the

resources of economic growth in 2003 towards th&fadoured categories of
population and maintained the Gini indices at thme level as 2002. In 2001, the

1t was owed to the reduction of expenses as dtresthe externalization of benefits on short term
and the renouncement at obligations regarding ¢nsipns of independent farmers.
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richest 20% of population had an income 4,6 tirmggdr than poor 20%, compared
to the report 4,4 in UE-15 or in UE-25 (EurosgatlIM). The program is rather
«specialized» in fighting against risks of paupéiginy poor persons can “slide”
between programmes and remain without support:(exgemployment support
substantially reduces the paupers of families whesal had been unemployed, the
allocation for children reduces paupers in familigth many children).

MEXICO

The main issues the Latin America deals with reiggrdocial policies are poverty
and social inequity. The causes of these issuewaieus, the mainly cited one
(Carlos Filgueira, Andrés Peri, 2004) being theasmbed demographic growth — in
geometric proportions — towards the economic groatthmational level — which
advanced in arithmetical proportions. Over the yeapecially after 1997 up to the
present, these discrepancies lead to a surplugtisgégopulation of the job market.

The fight against poverty and the measures forsttatimaking and administrative
privatization and decentralization constitute tiegvrorientation of social policies in
the Latin America’s countries, including Mexico.é&rk are statistics which show the
fact that over 40% of the Latino American populatioves in poverty, many of
these persons confronting extreme poverty issuegaefally, social policies in the
Latin America’s countries use the model “state (sey of social welfare” and, in
accordance to this model, the states in the regfitam granted many social benefits
to the poor class. As crisis grew deeper, the natieconomic growth could not
ensure the necessary amounts to continue sociaumesa Consequently, measures
as allocating an increasingly lower percentagestarial policies from the national
budgets were applied, following that in 2003 tHeadted amounts would be similar
to those from the ‘80s (although the population Badously increased, and issues
related to unemployment and jobs were accentuatdd).time passed, these
measures generated serious financial problems,vameh) these measures started to
again reduce financial allocations, the poor paputaexpressed its disapproval in
several ways, with negative effects on the soaaligty system, the public health
system and the access to education — essentiakmeiemvhich contribute in a
fundamental manner to the development / wellbeihg eociety. Because of this,
the quality of public services decreased, espgcialthe field of public health and
education, where salaries dropped drastically.

Poverty in the countries from this region can kessified in two main categories:
structural poverty (referring to the society’s magd population sectors, population
percentage which is excluded from the formal ecdonarircuit of these regions,

with a limited and insufficient access to offerstbe job market and to education)
and newly appeared poverty (phenomenon appeareaving the entrance in these
countries of persons banished from their originntoas or of immigrants who left

their countries because of economic or structwestrictions — unemployed youth,
retired persons or early retired persons). Henaentries like Mexico, Costa Rica,
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and Cuba have more developed social systems, agsaippopulation percentage of
70 up to 100% integrated in this system, while ¢oes like Honduras, Guatemala,
and Salvador have poorly developed systems, theeshpopulation segment being
of maximum 20%.

Criticism towards this social security system refer it not taking into account the

poor population (unemployed persons, gutter mehowit workman'’s pass, seasonal
workers, persons ensuring housekeeping in housghaldhich cannot contribute to

these funds, creating nevertheless “privilegestesys for persons in the medium
class of the society.

The recent Mexico financial crisis (caused by thiegtization of state banks and,
subsequently, by the constitution of the FOBAPROWBANd regarding bank

compensations) and the deficiencies existent irireiditional social security system
(financial crisis of the Mexican Institute of SdcBecurity — IMSS) maintained the
crisis of social policies in this country. The sticiervices in these countries imply
social security systems, for typical cases of diseaccident, disability, as well as
universal social security measures, such as offgriblic health services for free.

On the one hand, there will be practical measwtfnancial intervention, for the
very poor population, by connecting poor populatggoups to the national social
security system. In Mexico, the access of very ppopulation to public health
centres and to education is free — according to pbhltical principle of the

universalistic state, the principle of redistrilmgtisocial incomes.

In the countries of this region, there are sodaVises addressed to supporting the
poor class. Starting with the ‘60s — ‘70s, coumstrilke Mexico, Costa Rica, and
Guatemala began to adopt social programs for tags ©f the population, consisting
of food assistance measures and additional funeis afccess to public health centres
and to education. The free social assistance atidlsupport measures represent a
new element. During the ‘80s and ‘90s, the natidialds were supplemented
through the BM and BID structural funds destinedaantries in the region — funds
for social assistance and investments in sociakipsl (social security). Starting
with this period, social projects have been perfmmcontaining measures like:
building social houses, conceiving and applying mgmecy plans for fighting
unemployment among the underprivileged populatsargjal intervention programs
in the food sector, opening information and legad aocial assistance desks in the
districts with poor population and without finarialaeans, so as the payment of this
public services could be afforded — programs deesloespecially through NGOs,
which started to develop their activities and beeorisible after 1990, free courses
for different poor population segments.

The aim of this external structural financial sugipgas to initiate social measures
under social reform programs from these counttiesse funds being accessible on
short term and ensuring the background for natiamedsures to be included in long
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term reformation programs. These funds were eslheaiddressed to NGOs existent
in these countries, and the target groups werdrem| women, unemployed persons
and marginalized persons from the poor populategsent. The problem was that
these funds were obtained by NGOs experienceckifigid and acquainted with the

application of BM proposed methodology.

The concrete measures to be adopted in order teoumpsocial services are:
programs which would sustain free access to goaditgueducation for children
from the poor population segment, in accordancén whie needs noticed in the
production fields; programs for preventing diseasesial funds for social support.
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