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ROMANIA

BACKGROUND: Former Prime Minister Victor Ponta of the center-left Social Democrat Party resigned in 
November 2015 following protests against government corruption that were sparked by a fatal nightclub 
fire. A caretaker government of technocrats managed the country for about a year until President Klaus 
Iohannis designated Prime Minister Sorin Grindeanu as the head of a new Social Democrat Party–led 
coalition government at the end of 2016. Romania’s transition to a free-market economy began with the 
adoption of its new constitution in 1991. In the post–Cold War period, Romania developed closer ties with 
Western Europe and was accepted into NATO in 2004 and the EU in 2007. In addition to its strategic posi-
tion on the Black Sea, Romania has extensive natural resources and a productive agriculture sector.

Romania continues to recover from the recent global eco-
nomic slowdown and has made fiscal sustainability a priority. 

Economic growth rates have improved, but the benefits have not 
been felt by all Romanians. The country continues to have the 
highest poverty rate in the European Union.

Progress on implementing reforms and improving the business 
environment has been uneven. The unpredictable and uneven 
regulatory system discourages foreign investors from doing 
business in Romania. Efforts to privatize state-owned enter-
prises have stalled in the past two years. Corruption is endemic 
at all levels of government and undermines the rule of law.

NOTABLE SUCCESSES:
Trade Freedom and 
Monetary Stability

CONCERNS:
Rule of Law, Financial Freedom, and 

Labor Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+4.6

POPULATION: 
19.8 million

GDP (PPP): 
$413.8 billion
3.7% growth in 2015
5-year compound 
annual growth 2.4%
$20,787 per capita

UNEMPLOYMENT: 
6.9%

INFLATION (CPI): 
–0.6%

FDI INFLOW: 
$3.4 billion

PUBLIC DEBT: 
39.4% of GDP
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Romania’s constitution guarantees the right to 
ownership of private property, and procedures for the 
enforcement of contracts have been streamlined. The 
inadequately resourced courts suffer from chronic cor-
ruption and political influence. Under pressure to meet 
the European Union’s anticorruption requirements, 
authorities charged Prime Minister Victor Ponta with 
fraud, tax evasion, and money laundering. He resigned 
from office in November 2015.

Both the personal income and corporate tax rates 
are a flat 16 percent. Other taxes include a value-added 
tax and an environmental tax. The overall tax burden 
equals 27.4 percent of total domestic income. Govern-
ment spending has amounted to 34 percent of total 
output (GDP) over the past three years, and budget 
deficits have averaged 1.9 percent of GDP. Public debt 
is equivalent to 39.4 percent of GDP.

Enforcement of commercial regulations is not 
always consistent, and efficient procedures and rules 
for bankruptcy have not been fully implemented. Labor 
regulations remain rigid, although several amendments 
to improve the flexibility of the labor code have been 
adopted. The IMF has urged the government to reform 
inefficient and subsidized state-owned enterprises in 
the transportation and energy sectors.

Trade is important to Romania’s economy; the 
value of exports and imports taken together equals 83 
percent of GDP. The average applied tariff rate is 1.5 
percent. The government does not screen or discrimi-
nate against foreign investment, but the regulatory and 
judicial systems may be deterrents. The banking sector 
is relatively sound and stable, with a high degree of 
capitalization. Foreign-owned banks account for over 
70 percent of total assets.
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